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MEMORANDUM

Date: January 30, 19SC

To: Representative Mike Navarre
Chairman, House Labor and Commerce Committee

From: Representative Terry Martin

Subject: House Bi.ll 511

"An Act relating to certified professional secretaries"

This bill will reward secretaries employed by the State of Alaska who pass all 
portions of the Certified Professional Secretary Examination and receive the 
certificate of Certified Professional Secretary (CPS).

As you may be aware, the CPS exam is a rigorous test of a number of business, 
techniques and knowledge of behavioral science in business, business law, 
economics and management, accounting, office administration and communication, 
and office technology. There are minimum requirements for secretarial 
experience, including the requirement that the applicant be employed as a 
secretary, with credit given for higher education.

Because the test is so difficult (I have attached sample questions from the 
CPS exam), any secretary achieving the CSP rating demonstrates superior skills 
and professional commitment. Knowledgeable employers in the private sector 
often give hiring preference to job applicants with the CPS; correspondingly, 
mo.£ employers will do their best to retain their CPS1s.

I see twofold benefits to this bill: 1) Secretaries who achieve the CPS
rating will be financially rewarded in recognition of >:heir hard work and 
superior achievement; and, 2) the State of Alaska will benefit in employing 
professional secretaries who view their jobs as worthwhile careers, bringing a 
higher caliber of job performance and commitment to the workplace.
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Finally, it should be recognised that Alaska rates first in the nation in 
terms of certified professional secretaries per capita.

The fiscal impact of this bill will be low. Of the 5,75^^ secretaries in 
Alaska, 437 (o g 7.6%) are employed by the State of Alaska. There are 149 
CPSs in Alaska , so only 2.6% of all secretaries in Alaska are CPSs. 2.6% of 
437 = 11,4— so only 11% secretaries employed in State government are likely to 
be affected.

Although there are several salary ranges for tk .arious secretaries employed 
by the State, an average range would i Secretary II, a^ a Range 11. Over
half of all the secretaries in state ment, regardless of range, are at a
Step C or below. So we are assuming the average CPS would be paid at a
Range 11 —C at the time they receive their rating. Range 11—C pays $2072 per 
month. A one step salary increase (to 11 —D) would bring this wage to $2135 
per month— an increase of $63 a month, or $756 per year.

Therefore, the fiscal note on this bill should be $756 x 11.5: $8,694 per
year for the estimated 11.5 secretaries affected. To be incredibl} generous 
and assume that twice the estinir Led number of CPS's are or will be employed by 
the State at Range 11 —C and subsequently stepped up to Range 11-D, for a total 
of 23 CPS’s, would bring the annual fiscal note to $17,388.

The bill also gives hiring preference to CPS's, and authorization to hire a 
CPS at an advanced step.

As you can see, this bill will not have a large financial impact on the
budget; at least not visibly. The invisible impact on the State's operating 
budget will likely be this: the State will have to invest less time and money
in retraining secretarial personnel, because when it hires a CPS, it hires a 
person with commitment to a profession; a person likely to bring more
stability, skills, professionalism and longevity to the job being filled.

I strongly urge you to pass HB 51i. it you have any questions, I'd be happy 
to respond.

"Alaska Occupational Information", Alaska Department of Labor, page 25, 
table II-l, published January, 1985.

Alaska Department of Administration, Division of Personnel.

Patti Rizer, Anchorage Conmunity College, Office Occupations Department.

Representative Terry Martin

jfh

attachments



dC iQUALIFICATIONS CHECKLIST FOR APPLICANTSI
A. When seaetanal expenenx is completed before 

taking the examination, one (1) year of the required 
expenence must have been lor twelve (12) months 
continuous with one employer in the past five • I) years 
and the total required expenence within the past 
twenty-five (25) years. Current employment will be 
computed through December 31 pnor to the exami­
nation. When these cntena are rent, one ot the following 
educational and expenence requirements shall apply:

1. If a high school graduale, equivalent or less, six 
(G) years of venfied secretanal expenence.

2. If one (1) year ot post high school fomial educa­
tion, equciing 30 credit hours, live (5) years ot 
verified secretanal expenence.

3. If two (2) years ot post high school formal educa­
tion, equaling 60 credit hours, four (4) years of 
venfied secretanal expenence.

4. If three (3) years of post hxjh school formal edu­
cation, equaling 90 credit hours, ti iree (3) years of 
venfied secretanal expenence.

5. II lour (4) years or more of post high school for­
mal education, equaling 120 credit hours, two 
(2) years of verified secretarial experience.

B. A full-time employed secretary or college/university 
student may take the CPS. Examination pr,or to meet­
ing the loregoing requirements, however, all educa­
tional and satisfactory secretanal expenence must be 
obtained before certification is granted.

1, All requirements must be met within six (6) years 
ot the date ot approval ol the application to take 
theexaminatic./.

?.. Full-time employed secretaries must submit 
veritication of current secretarial employ­
ment with the application; and all experience 
and educational verification available.

3 Prool of any remaining balance of experi­
ence and education must be rei ,-ived in PSI 
Headquarters by June 1 in order to be pro­
cessed tor the current year. Candidates who 
have passed ail six (6) parts o l the examina­
tion and who submil prool of education and 
experience alter June 1 will be certified the 
following year.

Membership in Professional Secretaries International is not a requirement.
G enera l Business educators must submit verification of a minimum of 12 months of accumulative sec-
Q u a lif lc a t lo n s  retarial experience within the past 25 years and a letter of employment verification from school
In fo rm a tio n  where currently employed.

For the purpose of evaluating experience, no period ol less than 2 months of continuous
employmenl will be counted. Part-lim6 and/or volunteer secretarial experience is acceptable
provided at least 20 hours a week are worked.

PREPARATION POINTERS FOR THE EXAMINATION
Every effort is made in the CPS . Examination to 

adhere to the common office experience familiar to any 
good secretary. Secretaries who have already passed 
it assist in its preparation.

However, some of the examination is necessarily 
based on information which must be obtained by the 
secretary through formal education and informal read­
ing. The Institute believes that a top-level secretary 
should have basic knowledge ol economics, business 
organization, psychology, accounting, and busrass 
law Irom which to draw as required on the job. 
Courses offered in many schools and review of basic 
texls in the fields of the examination will probably be 
essential if you are to pass the various parts.

Finally, the examination is predicated on the premise 
that any competent secretary will be thoroughly familiar 
with modern developments in secretarial practices and 
procedures, will be aware of developments in oflice 
management and technology, will be competent in

transcription and composition skills (although these 
skills are not tested in the examination by the recording 
of notes and transcribing them on a typewriter) and 
know how to apply the principles of good human rela­
tions.

To assist candidates, the Institute for Certifying 
Secretaries has prepared m a le ia l which may be or­
dered using the coupon below. Of course, study of the 
recommended material does not guarantee that you 
will pass, but it should certainly guide your intelligent 
preparation for the examination.
SIX STUDY REVIEW MANUALS 
FOR THE CPS EXAMINATION
Parts I, II, IV available in Octo'ier; Parts III, V, and VI 
available in December.
Contact: Marketing Manager, Occupational Publishing 
Division, John Wiley & Sons, 605 Third Avenue, New 
York NY 10158.

TO ORDER CPS® STUDY MATERIALS FROM PSI

Mail to: Order Department, Professional Secretaries International 
2440 Pershing Rd. G-10, Kansas City MO 64108-2560 
Please send the item(s) checked to:

Name

Slreet Address

City Stale Prov Zip PCD

□ CPS. OUTLINE AND BIBLIOGRAPHY $2.75
□ CPS. A SAMPLING OF QUESTIONS $2.00
□ TIME SCHEDULE FOR CPS. REVIEW S2.00 

(For planning Review Course)
□ The Secretary (1-year, 9 issues) $12.00
Enclosed (U.S. Funds) $ __________________________
(Shipping is included in cost of all materials.)

CPS* Capstone S’b l ’2
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BEHAVIORAL SC IENCE IN BUSINESS

?. A re8dinas3 cr Inclination 
10 react favorably cr unfa­
vorably to objecto or sym­
bols In the environment is 
called a (an)
A attitude.
B group norm.

, C perceptual norm.
D pre-juo'.c*.

2. Attainment of Immediate 
eatlsfscHon about a do- 
sired goal or purpose 
through ihe use of Imagi­
nation Is tvJIed
A fantasizing.
B Idealization.
C  IttonSftcatlCT.
D sublimation.

3. Last I conta hom® 
from work upwrt brs.tm > 
a project I had just com­
pleted 'rvnt. chnng*d 
draatkaiily by my cupur-d- 
cor, requiring everything 
to be ructxw. then I foutid 
my husband eating a 
piece of the cake I hed 
baked for our PTA bate 
sale. I flew off tfvs handle. 
This Is an example cf
A dlspip^v7«mt.
B r.cgatvlsm.
C roqrosakm.
D repression.

4. The l-jedenchlpdieraaer- 
istlc considered M O S T  
Important for the success- 
ful functioning of a yfcup te 
the ability to
A become a member of 
tho group being lad.

3 recognize and utilize 
the attitudes and needs 
of the group.

C transmit the organiza­
tional objectiveo tn the 
group.

D understand what moti­
vates tho members of 
the group.

5. In a learning situation, a 
sense of personal prog- 
rass and accomplishment 
aa well as encouragement 
provided by an outsider 
such as a supervisor Is an 
sample of
A motivation.
B negative feeobock.
C reinforcement.
0 repetition.

6. The M O S T  effective type 
of communication for ov­

ercoming resistance to
change
A Is downward to aH om- 
proyeea vrixj will be af­
fected by the change.

B Is downward and up­
ward among pJi Involved 
In tha change.

C  U upward f-om alt em­
ployees in tho c o m­
pany.

0 involves using the 
(papevlno to Irtfonn am- 
pkiyoes of tho change. 

7. The tendency to attribute 
our own foelings and aft- 
tudao to others w caHad 
A  compiri&aiMn.
B cnropu&on.
C  profsdton.
D  raticnszlzaiJon.

3. Which ona oi tho ccmpo 
ncnts cf tho personality 
theory ilavslopad by 
Froori wouln S» mow fltely 
to Iv.fp ma maintain a im- 
?£or»aJ ripprczxh in a cnfsJa 
shueiion?
AEpo
a w
C  Paych®
D Super-oao 

S. Unberwhicbsnaofthofol* 
towing lypao of laadorahlp 
are hostility and apathy 
M O S T  IHceiy io appoarV 
A  Autocratic 
B Democratic 
C Participative 
D Representative

10. An employee Is motivated 
extrinsfcaUyby
A financial rewards.
B Irite««t3.
C needs.
D tho nature of ilte work to 
be dene.

11. The stall that Ircraasos In 
importunes as one msvna 
horn 3 w  supervisory level 
to middle managoinevn to 
topmanagermvntis
A conceptual.
B oxperimsntal,
C  organizational.
D technical.

12. !n group dynamics, re­
search indicated ihat
A  Bchlevsmont-rnoiti/aled 
people will work only 
with their friends.

B groups produce fewer 
ideas than individuals 
working akxra.

C leaders have difficulty 
nceepang their right to 
Influence othsrs.

D the task leader and so­
cial leader are generally 
two different people.

13. tn a pro-emptoynwrrt (set, 
Jo Is given a stock of ma­
terials to read, analyze, 
end mark for action. This 
type of training b called
A action technique.
B an acWevomont test 
C  competency test.
D bi-bsaket iechrtque.

14. A formula developed by 
Rnburt Gunning to ctotso- 
rrinetha educational leval

1.3urko contracted to work 
S3 a pharmacist for iha 

Pharmacy for four 
yazra. This was an oral 
egreo.ftent mads in tho 
presence of others. Eeebe 
Pharmacy discharged 
Suike cJx months ait or hlr- 
log her. May Burko rexain 
horjob?

A No. The contract could 
not bo completed in one 
year and should have 
been in writing.

B No. A  pharmacist's 
services oro not unique. 

C Yes. The agreed uccn 
period had threo and 
one-half years to tun.

D Yes. Assuming the wit­
nesses can be pro­
duced, the evidence is 
supportable.

2. Mason, a ghost writer, 
agroos to prepare a 
speach for Pepping. Ma­
con can net complete *i>» 
speech and, without Pop- 
ping's consent, turns the 
work over ?o an&titer writer 
to complete. Under Shase 
clfcumstoncas, which of 
the following statements is 
TRUE?
A Ail of tho following state­
ments are truo.

B Psppingtsnotobligated

of wrttton meten&l is the 
A California Readability 
Formula.

B Comprehsn3ion Index. 
C Pag Index.
D Roadability Ease For­
mula (REF). ,

IS. In an omployment inter­
view, Jim said, "| had to 
assume responsibility in 
my present job "Thainter- 
vlewer responded with, 
“Exactly how did you cto 
this?" This Is what hype ol 
question?
A Loading 
B LoKdad 
C Mirror 
OFrcbing

to pay bocauso this is a 
vokfabto cor. tract 

C Popping is obiigstod to 
pay because this Is an 
automatic assignment 

D Feppidflite not obligated 
to pay because con­
tracts for personal serv­
ice cannot be assigned.

3. Alderman borrowed $300 
from Vidals and signed a 
fivo-rnonlh promissory 
ticte. Three months after 
Alderman wrote the note, 
he painted Vidals’ house 
and submitted a bill for 
$500. Vidals endorsed the 
note to Behrens, a holder 
in duo course. Under 
proper prosontrnont by 
Bohiorio, Alderman re- 
kmil to pay the face of tho 
note, claiming he owed 
only $300. Benvera mny 
coitsrct from Alderman the 
full amount cf the note be­
cause
A counterclaim is a per­
sonal defense not good 
against a holder In due 
course.

S counterclaim Is a real 
dafense good against a 
holder in due course.

C s holder In due course 
has superior rights.

D Vidals endorsed the

Parti!



n o t e  in c o tT ec t fy .
4. The method of making 

rvaiiabfe for the payment 
of one's debts certain 
property which is In the 
possession of a third per­
son is caileda 
A garnishment 
B judgment ctoim.
C writ of attachment 
D writ of execution.

6. Williams, as agent for 
Murray, enter* Into a con­
tract with Paters. Williams 
Informs P. '"tra that aha is 
acSJng as agent for an­
other but does net Identify 
her principal. If Murray 
fails to fulfill her part of the 
contract,
A Murray, 63 principal, b 
the only party liaise to 
Peters.

B Patera hsa no -t»cour&9 
slnco Williams Informed 
horthot tho was noting 
ss an agona (or some­
one else and she does 
not law v tho Identity cf 
thoor'ncipsl.

C  Williams and Murray, if 
Murray’s identity an 
principal can be ascer­
tained. artf both liable to 
Petera.

0 WIIBamn, only, Is liable 
to Peters because she 
failed to disc bee Mur­
ray wan hsr principal.

0. Atex bu&cI Bill cooking a 
table lamp that till h id tn 
his possession. Alex 
claimed the lamp vrati 
mstfa by Wa gror.t gram}- 
father and was a family 
heirloom. Alex was ouc* 
cssafuS in tbs hswstuit, but 
Bill would net relinquish 
poesesstcn, Atex should ' 
soek a
A  writdoosteteiwa. 
B writ oil habeas corpus. 
C  writ cf mandamus.
D  writ cf cuo wamsido.

7. A tenant, who had a tooce 
for a year, he/da over and 
pays rent which Is ac­
cepted. The irxfant
A has a periodic tenancy.
B has a tenancy st suffer* 

anoe.
C has a toJisr,7/ a! wia. 
Dlsatrarajarwsr.

a  Jones purchtasd a lawn 
mower fmm n local stcra. 
Whsn he r m  wring it. ha 
was severely cut because 
tho blades ww* dsfecsiva 
Jones Uves In a region

which recognizes strict li­
ability; therefore, against 
whom would ha bring tbit? 
A All in the chain of sup­
ply.

B Thedistnbutcr.
C  Tho local store.
D  The manufacturer.

S. Which of the following Is 
considered to be a "roal 
do tense" os opposed to a 
“personal dsfensa" relst- 
fcsg to negotiable Instru­
ments?
A  Breech of contract 
Q  Fraud to tho cascutioo 
C  Fraud In the Induce­

ment
D  Lackofeorwktentilcn 

19. Moore nwsfvsd an unar- 
ctoro* book to tto mall with 
nn Invoice for S9.WG. 
WW c h  onoofvha fallowing 
itTRUc?
A  Mcoro does not need to 
pay for She book nor re­
turn &.

B Mocre must pay for the 
fcooic

C  Moore must nvtum ths 
book If f Jw dcji-s not pay 
forS.

D  Moore m u d  write tho 
company and explain 
why eba c k m  noi wont 
the book.

11. An egenl rr*y attempt to 
do tn act on behalf of a 
prircipal IMS w*s not cu* 
ftttrizod. The principal Jn 
fnech a co.se nicy ©Hirer

1. BiiWmufTHd'is? fwglcla- 
Con fada Its Itcsi* in tho 
ecrteoptof
A 5Ja'5«!nlng Thsory.
0 Maf^iaJ-Ftuclucavliy 

Thsofy.
C  StardancNZ-UvSnsi 

Theory.
D Cuppl^ujvj-Danwnd 
Thsory.

2. Wctorabte competition re­
sults whan
A  a variety of products U 
purchased by con- 
aamora.

3  a willinqncca to earn 
raspavdtvie protto iu 
each unit of output ra­
tes.

C  cumparefcie eammctfi- 
ttes era purg&u&d \?j

ratify tho act or ignore it. tf 
tho principal chooses to 
ratify the act, which one o? 
the following conditions 
holds hue?
A The agent is still Cable 
because he ected with­
out authority.

8 The principal must ratify 
the entire transaction.

C  The principal only need 
ratify the portion <A the 
ad satisfactory to ths 
principal.

D The principal was not 
capabto of authorizing 
ths a d d  the dm® of tho 
transaction, but now 
has tho authority.

12. An Injury waseustairwdby 
a customer using a ctoan- 
ing product to the home. 
The ctdomer wonted to 
ou8 the manufacturer tor a 
delect to tho product Thb 
la possible if
A the eustoma r followed 
inatrudlona cn the la­
bel.

B the customer proved 
the product cau»9d tire 
Jrrjury.

. C there was dsfed In the 
product which was 
caused or not removed 
by tha manufacturer.

D treatment for the Injury 
amounts to $100 madfr- 
colexpsrwes.

13. Bitea maftAB m  O.tor to 
B a m u m  which ho would

wall-informed oon- 
suirora 

D ths size o# tbs firm fra 
cmaH oofapared to the 
total tlsmand.

3. As a ouaittifativs rotww 
for deddon making, sim­
ulation
A fcj usod v.han few vari­
ables ora present.

B serves os a systematic 
irlal-and-error ap­
proach to compiex 
probtems.

C  tests the altsmatfvoa 
only once.

D trees nvitfcemaitesl tbr- 
muia to calculats the 
onstver.

4. A rfefe&u&n which htn 
the uwne rr.ean, nrodlan, •

like to accept with one 
small exception. Bamum 
writes to Bates accepting 
and drawing attention to 
the point of difference. Do 
they have a valid con- 
trad?
A No, bocau&e it was sent 
through the mail.

□ No, because the ac­
ceptance must have the 
same content eo the of­
fer.

C  Yes, because Barnum 
sent Mbsck excepting.

D Yea, a smell change 
has no effed cn a bind­
ing contract.

14. When ons person trans­
fers possession of per­
sonal property to another 
tor a specific purpose end 
the property is to be re­
turned upon accomplish­
ment thereof, the 
tranaocticn Is consf'torad 
c
A bailment, 
d conditional sale.
C consignment. 
Dcmtroctoal agreement

15. An agency may bo cre­
ated to perform any act 
which the principal could 
lawfully do, aich as
A  mcko application for B- 
csnsee.

B nyfceawHI.
C swear to the truth of 
doamen ts.

D testily In court

and inode tec 
A nooativety skewed dir 

trtbutfon.
B posdvety skewed dfce- 

irioutkxi.
C  mg*j!ardistributlon.
0 symmetrical dlatribu- 
ttea

5. In ths mdnsgemont-by- 
objectlves approach, 
when ihe objectives at 
each organizational level 
contribute to thone at the 
naxt higher organiza­
tional level, the outcome 
Lsrevarredtosa 
A a christen otjedlve.
8 a hierarchy of objec- 
tiv«x 

C  measurable goals.
D the overall product or



aenkCbvCjvCift*.
6. Fiscal po’ary la o course 

of government ocdon to 
8t*b(li:» the level of na­
tional output through
A careful rogulnkon of 
tha volume of foreign 
trod a.

B encouraging bual- 
nensce to rm&s Invest­
ments a; certain coJScsi 
brnea.

C sxpandlng ant} con* 
tractlna the money 
auppfy through F e te d  
ftteervocenarota.

D uaa of gGV©nrnwrrt*8 
taxitK er.d wincing 
pm'irs to control the 
total volumo of pur* 
choalnq power in tho 
economy.

7. Bcmka ora . '-"'Ired to 
maintain locals tveito 
A itilow r ociaral. 'ervs
OUftMHitiOO tO Cvj. JCl
fro amount of tismend 
6icc?.-'z that m a m a *  
bsrtwconcriKas.

B guard agalnfti “i>t nk
P.TtS."

C  Insure Cbo oubStfa £*■ 
p.>ita ere ?ste «rto uq- 
uM,

0 pravant commerclsl 
banks i<*m becoming 
toopmritotle.

0. Thobr.stweytoeataath!) 
problem of Information 
ovsrio^hto 
A  dsvslop and r;̂ tlnta!n 
various specialised 
channalK of Informa­
tion.

B SK ar oti come Internm- 
tkxi In accordance w.ih 
ability.

Chold man<9{,ffr8 re- 
spensibs© for totor- 
matkffi ttKiy tri.'tamrt 

Oproco30 information

9. Which cf 5ft» fcttowtaq» 
N O T  un ncvantego of 
conv&rtitp to tho metric 
system?
A ilia a CKintRi syitem. 
E it provid-n tor precis*} 
rneaauro.warrit 

C It al/iipiiEloa trade C*s- 
twoen cognates.

0 Workers can «aaSy be 
tTEliVld to I Sto ftSW 
tysiem.

10. "Muitlpla ospsnjjfon of 
ban* depottita,*’ or th* 
creat<on of money, oc­
curs vnth tho

v  a *esept&ifle*ott3«H£8* 
posits.

3 depost of reswvsa in 
Fetferd Reeer/e aaric. 

C  exhangs of demand 
dnpoeks ter fro iCirs 
of bualnesa and Indl- 
vtdusia.

D sale of government 
bcrtca.

11. Whieh of tha following 
tegtofatfon encouragod

• untangrowtfi?
A Tsft-MsrtfryAct 
B  W ta x rA ft  
G  Fair i.abcr Slandcrui 

Act
0  Gar!*#-WMnvy M

12. Y M d t of tho following 
would bo ore of More*

g‘4 mctlviiticnd f*c- 
tern?
A GroXh pcxwtosasae 
3-Jebnr.urrty

1. A cofporc£Scci r.Wi a not 
ccpltrJtosa
A  la omitted tc deduct c3 

Cflh®l038. ~
9 in entitled to deduct SO 
percor.t In the nemo 
year.

Cmtitit deduct It from 
I'/her'nccmo first.

0 mtnt frat carry fl bwit 
throe years, then for- 
tvsrd flva ycscr8 snd da- 
dtict fi from any capital 
S£ tis of thCSd *f«inS.

2. tasedvamaijo of ® part­
nership Is
A  im:nt3 Uorao Gft) p-itd 
by tho partnership from 
the rovonuas oarrad,

B limited parson*!! k&txi* 
sty for the dofets ln- 
cwrud.

. G  pamonal rights tr. ths 
O'iatwj ccntrfcutsd nre 
n r t a ‘r ,E d .

D oppor*j»ty?e tewg 
to^thtr m X d x tt cap- 
Itafsndaktfa.

3. A. utr<p-3um write-off cf 
pal or M o f tho rei nahrkig 
cost or an kttanqfijie ve- 
eat whh trm'̂ sd t e j a i
A  fa hiutlifvd if ths coin- 
peiiy to in o focxs fxtsl- 
(Jon.

B Is ra«uln»d w hon ths 
escaet to add  or ofror-

C rk je jsun  V_.ii.nvj con- 
t t t m  

DSopsrvtslai
13. Tho organxtdorod stmc- 

ars in which the mvnagtr 
fn cbsrg* hsa the mapcn- 
sKhlity tor ceding results 
forcogh emstoywaa who 
mport drxtw to sna&or 
manager or who have 
dual reporting resporef- 
MWoaia
A  dvlalonaffiod struc­
ture.

0 fiTscCtonrtctucturs. 
CmjhteJfrwctuns.
0 madJntt&iScsfcusitre. 

t<t. Tn® Progrcj/t itwfuation 
Flavlsw Technique 
(PERT)
A  OtMtrsHs ths retaiion- 
ehlp betw(K»n coats 
end banoats of proj- 
octo.

3 provider* e moans of

wiva ecqulred by an­
other company 
through meryar or oo 
quotoon.

C  teiequlradwhentf.o re­
maining amortization 
acheckrto Is no temjor 
roprasontettvo cf tho 
Intangiblo'e contribu­
tion to fifctfo nwerua. 

0 should bo dabitod to 
Rotslnsd Eamings If 
th-3 vaiuo of ths a?set 
h*a ivsccs r» efi»>iired. 

A. Tho cos! ftctua»y trrourred 
by s comprrvy in acquir­
ing cn awai to known m  
th®
A bookvaluft.
□ cn.-ryirgvehia.
G  i'Xoricalcoot.
D rcoiwccrmr.tcost.

5. Whut ruio 1-3 foflowad 
vvhem n small fca® «a In- 
vdvsd In pisnt csset ox- 
cbar.gea and there la a 
rt«iu!gi&is> ®7$CI on port- 
odtae‘̂ttxcrr»7 
A Cbl0CtiV!t\lp3lftCtoJ9 
5 Pe«»ft!-*rt‘iusconcapt 
C  Ps-hx^oof traSertaHy 
G r&o&ia&m pdncl^s 

G. ‘tfo m  a no<* rocodvw-fe !a 
cCshonond,
A itischsrgi}idbQcS:toths 
maker's aaccuni.

H ktodcbttodtocs^i.

c-Jtaomg a peccability 
oatlmat® of lime lo 
cornptataacdvttj*.

C  providM the ability to 
predict changes In proF 
Its undrr venous opee- 
aatogccrxaiona.

0 showiclaarty ths effect 
cf sales bayond the 
break-even point on 
proCL

15. Having fewer mkodtlsa 
tv woman in a particular 
Job cteMdfcafien (one or 
• group of lobs having 
similar content, wage 
rsise, crid cpportunttiee) 
fhxnwctAdmascrttblt -r-.» 
axpocSd by tfwir eveMa- 
bifify la known as 
Aartvrnaiveaciton. ^
— _ ~ i — i  ̂ — —
recuMiMsnnmiDon. 

Coyatcrmic discrlmJna- 
Uca

0  undflfuflSaacn.

C it Is Impossible lo at­
tempt furtner collec­
tion.

D tna mfitosr Is relieved of 
obllgsttov

7. An oxample of a revenue 
cxpenoiturolsa 
A battery tor tho com- 
ptvryoirsmcbito.

B piece of row rnschln- 
ery.

C piece cf second-hand 
machlnary.

D truck, 
a  To nwtlmira frv possibil­

ity of ioeffidency, errors, 
tnd fraud, fcidQJtmsnt«  
a uuquonos at related op- 
r̂ atlonu should bo tha m- 
sponsitiWyot 
r  one itepariment within 
'hooor.rpany. 
o»>a individual.

C  tl» cnnner of the com­
pany.

D twocrmors persona.
9. What Is the effect If Alan 

Comptmy gives a note to 
r. m d  tor tosiaod of pay­
ing the account with 
w ish?
A uMisi Accounts Paya­
ble and credit Notea 
Psyicbfe.

S Debt Cash and crodt 
Accjxmta Payable.

C  Debit Notes Payabla

p m  of

ACCOUNTING



and credit Accounts 
Payalxs.

DNote grants indslinite 
extension ot tima for 
payment of account.

10. When a corporation buys 
bonds at premium, the ef­
fective rate of Interest 
earned will bs
A less than the contract 
rate ot Interest stated 
on tho bonds.

B more tlian tho contract 
rato cf interest stated 
on tha bonds.

C the face valua divided 
by the Interest accrued. 

D the face vrriued divided 
by the original cost.

11. The establishment of 
specific goals for future

V

operations and periodic 
comoarison of &  uaJ in­
sults are essential to 
A breakeven analysis.
B budgeting. 
CdetermePtig ocerobng 
income.

D  unit costing.

12. If an employer wanted 
protection ê ainst losssa 
incurred uue to the dis­
honest acts of his/her 
employees, the employer 
would purchase
A contract bonds.
3 fidelity bonds.
G  maintenance bonds.
O surety bonda.

13. A Statement cf Changes 
In Financial Position Is

dlso commonly called 
A cash provided from op­
erations.

0 a consolidated Income 
rtatamsnt 

C  a funds statement.
D working capital flow.

14. The Hems; fcekiw are In- 
cludod In ihe January i 
opening balance shoe! of 
Elizabeth Good, proprie­
tor cf Good's Bckory. 
Accounts 
Receivable 5 109 

Accounts Payable 750
Accrued Salaries 75
Cash on Hand 700
Equipment 4,350 
Accumulated 
Depreciation 500

Prepaid Insurance ICO 
Elizabeth Good'3 total 
assets amount to 
A $700.
B 2900.
C  S4.7S0.
0 $5,250.

15. W h e n  the units in the 
ending Inventory are 
priced at the average unit 
cost of th.9 merchandise 
on nand during Ihe entire 
fiscal period, tha com­
pany is said to bs using 
the
A FIFOmelhod.
Q LIFO method.
C perpetual method. 
Dwoightod average 
method.

p m  v
OFFICE ADMINISTRATION AND COMMUNICATION

1. As scon az tna secretary 
herns her omployar Is 
planning a trip, she 
should begin to
A  accumulate pertinent 
Irrformaiicn end mate­
rial and place it In a 
folder-all corre­
spondence. memos, 
and other related pa­
pers.

B make plans for rcdobig 
tha riling system and 
catching up on viork 
she h?.snl had timn to 
do.

C make rwaxvalions emd 
ixppsre a :sntutive iiin- 
orary.

D rtwk it mi ihe calendar 
and contact a travel 
agency.

2. BtiM tSroaemstcotbyttai 
airline tor rettesmawi un­
used tickets has expired, 
the ticket cun cUS be re­
deemed icr titwisedy cm- 
coHod n>wfifttiJ07W cl
A  thacJrttoo lickoi cities. 
B His main office cf fta 

sslhva.
C Iho travel chancy ar­
ranging tfcj trip.

D sH ef ths fcrogolttg.
3. Ap«sspriit«v::fcSfor 

A six months.
Bono year.
C five year*.

0 trip Hist ft v;as Issutjd 
fcroriy.

4. Tire vertical file In a public 
fibrmyic
A o collection of bulle­
tin!,. pamphlets, and 
reorinte.

S  frequently not as cur­
rent as information cp- 
psurlng In a book on 
th9 subject 

C  c-o-cal&d oocauso the 
materials are f.opt in 
frAk>recns/ietvi«3.

»3 atlof the fcr-sgoiny.

5. Tonnrniri-tilqitfiSVvj to
A  c h a r a c t e r iz e d  by a 
combination rrf firitera 
and numbers.

3  an expansion of a nu- 
msricpystom.

C  an entirely naw tiling 
system. .

£3 is read from‘-eft to right

3. In a bibliography, th<* 
proper m ju o n sa  ik‘ Wtor- 

- rna&n fo** mt ratio!® op- 
ps^rbsj an a  uste la 
A Chwnbufain, J„  "Y ew  
,4,rltlnp Can Gat Ac­
tion,'* Motion's Busl- 
jme, 45:62-1?, Gap- 
■-?mbsr,1SS9.

9 Chamberlain, J., ft’®- 
i'o’i'R Business, “Your 
Writing Ccn Got Ac- 
rJcKi," 45:52-5, Sap- 
teifnber,1SS9.

G N ation 's Business, 
45:62-5, September, 
1969, Chsmbcrfaln, J., 
"Your Wriiing Can Gat

Action.'*
D  "Ycur Wriiing Csn Get 
Action,'’ Chamborialn, 
J., Nation's Business, 
45:52-9, Ssptomber. 
1969.

7. Which ot the following 
considerations is PRI­
MA R Y  In tiro poicsrcDcn 
of buoinasa correspond- 
once?
A  Corweerrasa 
SCcrmanyodicy 
C  Eaedarofwntalion 
0 Son toned ctrociuni

8. If a c*ihrar>SQ reporter U 
«vnp!oysd, which one cf 
tho following responsibili­
ties decs he assume icr 
theeocretiuy?
A Organizing end acWng 
iho popars and dbcuo- 
alon following tholr 
prec«otr.!kjn.

B Proo>8y?!Q ths rapes! 
C  Securing coplw (if ps- 

^ sp ro o sn to d .
D  Securing nruaillng cv£- 

d  laami cf conference 
parttcfpcnta vrito tvsr i  
uoer.toranca report.

9. Information to bo In- 
du&sd In the notices of a 
sioctoKktw's rrwefing is 
determined byfPtt
A rartiri«s oi8E»o«atfon. 
B ijyls.m of oho corpora­
tion.

C coco of ethics of the 
corporation.

D legal department ol the 
corporation.

10. You hnve been asked to 
gathor data on "Zaro- 
Baso Budgeting." To de­
termine what publica­
tions, rf any, have been 
written on tnls subject, 
you anouid first conauit 
which tme ol the follow- 
‘ill?
A Cumulative Book In­

dex
B Guide to Reference 

B-ccks 
G How and V/hora to 

IjockttUp 
D information Please Al­

manac
11. Rogot's International 

Thesaurus classifies 
w xd acccad in g to
A  kf*»ifl, parts of apsech, 
eyr«nymo, antcnyms. 

3 syryonymsonty- 
Cbyncriyms with pro- 
ntrncistiona. 

Or.'lofthefcrê oir.g.

12. To Isom about a ocmpa- 
ny'a hletory, facilities, 
products, ciTrcara, and In­
come statements, the 
eecratary would consult 
A Harvard Business Re­

view.
8 KacRao’s Blue Book.
C  Moody’s Bank and H-

mnce Manual.
0  Sources c f Business

mfumation.
* ** ^
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Florida

Illinois

Indiana

Iowa

Kentucky

Montand

North Dakota -

Nebraska

Tennessee

Virginia

c R e y : . : 5 / 8 0 ^

SUCCESSFUL STATE RECuoNITION TO DATE

- Director of Personnel incorporated CPS in class specifications 

of Secretary III through Executive Secretary III, and placement 
on reyisters for consideration for promotion without further 
testing. Memorandum issued May 20, 1971.

- University Civil Service System added CPS in class specifica­
tions. In 1979 the Illinois Department of Personnel stated 
recognition of significant attainment and determined that for 
certain state positions requiring colleye training or experience 
in the business administration field, certification as a 
professional secretary can appropriately be recognized as being 
equal to the completion of two years of college training. This 
was implemented on April 1, 1979.

- The minimum qualifications required in applying for jobs will 
be modified to reflect the importance of the CPS Program and 
allow employees to qualify for promotions as of February 1, 1979. 
The State Personnel Division is pursuing the possibility of 
awarding additional recognition and/or monetary rewards.

- Iowa has two merit systems in state employment. The Iowa 
Merit Employment Department, in 1978, incorporated CPS in class 
specifications of Secretary I through Administrative Assistant
I and II, and Administrative Officer I. It was stated tnat 
the Extra Meritorious Increase ruling would be relevant to the 
pay issue.

The Iowa Board of Regents Merit System has included CPS in 
class specifications of Secretary III and IV, and Office 
Coordinator I and II. Effective July 1, 1979.

- One-step increase for CPS ratiny granted by Department of 
Personnel — 1975.

- States recognition of CPS Program, and directs that a system 
be developed to "provide opportunity for merit pay or 
productivity bon-ses, based upon demonstrated superior job 
performance; and to implement the system to encourage 

employee initiative in gaining increased relevant job 
knowledge such as demonstrated by professional certification." 
Joint resolution passed in 1979.

- Bill passed the legislature in 1977, commending CPS in govern­
ment employment as well as in business and private industry.

- Director of Personnel gave directive granting merit increase 
on presentation of certification— 1976.

- 1972 legislation giving automatic tv/o-step increase on CPS 
certi fication.

- 1975 legislation giving consideration for promotion for CPS.



Schedule of CPS Review Courses 
1983-84

To prepare students for the CPS Examination, An­
chorage Community College will offer the following one- 
credit study courses during the fall and spring semesters. 
You may register at the first class meeting or at regular 
registration. Orientation for the fall semester is 
September 12 and for the spring semester. January 
16.

FA LL  SEM ESTER

• PART I: Behavioral Science In Business
Class meets: 1 0 / 3 .1 0 / 2 4 ,1 1 / 7 ,1 1 / 2 8

• PART II: Business Law
Class meets: 9 / 2 6 ,1 0 / 1 7 ,1 1 / 1 4 ,1 2 / 5

• PART IV: Accounting
Class meets: 9 / 1 9 ,1 0 / 1 0 ,1 0 / 3 1 . 11/21

SP R IN G  SEM ESTER
(Meeting dates are tentative.)

• PARTV: Communication Applications
Class meets: 1/23, 2 /13 . 3 / 1 2 .4 / 2 .4 / 2 3  

PART VI: Office Administration and Technology 
Class meets: 1/30. 2 /27 , 3 /19 . 4 /9

• PART III: Economics and Management
Class meets: 2 / 6 .3 / 5 ,3 / 2 6 ,4 / 1 6

All classes meet on Mondays from 5 to 8 p.m.

College Credits for the CPS Rating
Credit for the following courses is grantee* upon the suc­
cessful completion of the CPS Examination:

A

Course No. Title Credit

OO 209 Interpersonal Skills |'
or 3

Psy 153 Human Relations
BA 241 Business Law 3
BA 151 Introduction to Business 3
ACCT51 Bookkeeping for Business 1 3
ACCT 52 Bookkeeping for Business II 3
OO 103 Typing I - Elementary 3 :
OO 105 Typing II • Intermediate 3
OO 106 Typing III - Advanced 3
OO 131 Comprehensive Business f  nglish 3 •

OO 101 Beginning Shorthand 4

OO 102 Intermediate Shorthand 4

0 0  210 Secretarial Procedures 3

CJ
Ol01

• Anchorage Community College. 2533 Providence Avenue, provides 
equal educational and employment opportunities (or all. regardless ol 
race, religion, color, national origin, sex. age. handicap, or veteran status.
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BUSINESS PROGRAMS

at A
Anchorage Community College^

Prepare to become
the best you can

CERTIFIED
PROFESSIONAL

SECRETAFiY [

i
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The Certified Professional Secretary 
(CPS)________________________________
The Certified Professional Secretary, or CPS, is recog­
nized as the capstone of the secretarial profession. The 
CPS rating offers a significant, measurable, and attainable 
goal for career-oriented secretaries who want to be iden­
tified as exceptional.

The C P S  is the least known —and one o f  the most 
scarce —o f a ll professionals. Com parative ly  speaking. the 
percentage o f  secretaries who even qualify to sit fo r  the 
exam ination is m in im al and, o f  those who d o  qualify and  
sit, the percentage who pass a ll six parts is minute in rela 
tion to  the num ber o f  secretaries working th roughout the 
world . S e v e ra l years ago resecrch indicated that one  in 
every 4 . 0 0 0  secretaries in America earned  the C P S  key.

Congressional Record 
Ju ly 17. 1974r

The CPS Examination
Since its inception in 1951, the CPS Examination has 
been continuously developed and administered by the In­
stitute of Certifying Secretaries. Men and women ap­
pointed to the Institute include members from top-level 
business management, nom the business education field, 
and Certified Professional Secretaries who are members 
of Professional Secretaries International, ot which the In­
stitute is a department.

The two-day, six-pan «xamination Is administered each 
year on the first Friday and Saturday in May at An­
chorage Community College, as well as at seven other 
test sites in Alaska.

Preparation for the CPS Exam and 
Creditl ^ l e g e

To help candidates prepare for the six-part exam, An­
chorage Community College conducts several one-credit 
review courses. Anyone who successfully completes the 
CPS Exam is eligible to apply for up to 38 credits toward 
an Associate degree through the College.

December 1 is the deadline to submit an application to 
take the CPS Exam the following May 1.

For More Information
If you would like more information about our CPS offer­
ings or would like an application for the CPS Exam, call: 

Pattl Rlzer, CPS (786-1145 )
Donna Bohner, CPS, PLS (786-1141)

EXAMINATION CONTENT
The examination is based upon an analysis of secretarial work with emphasis on judgment, understanding, and ad­
ministrative ability gained through education and wor/ experience. It includes sk ills, techniques, and knowledge in 
the following areas:

Part I: Behavioral Science In Business
Tests the principles of human relations and the 
understanding of self, peers, subordinates, and superiors. 
Focuses on the fundamentals of personal needs and 
motivations, the nature of conflict, problem solving 
techniques, essentials of supervision and communication, 
leadership styles, and understanding of the informal 
organization.

Part II: Business Law
Measures:

• the secretary's knowledge of the principles of 
business law as they may operate in the work-a-day 
world (not merely definitions); and

• knowledge of the content and implications of the 
operation of governmental controls on business.

Part III: Economics and Management
Consists of two major subject areas: economics (35% ) 
and management (65% ). Emphasis is on the understand­
ing of basic concepts underlying United States business 
operation*.

Part IV: Accounting
Measures knowledge of the elements ol the accounting 
cycle as well as the ability to:

• analyze financial statements:

• perform arithmetical operations associated with ac­
counting.e.g..computing interest and discounts: and

• summarize and interpret financial data.
I

Part V: Communication Applications
Measures the secretary’s proficiency in preparing com­
munications. Consists of:

• Composing communications from directions given 
orally at approximately 70-80 warn (60% ); and

• Editing, abstracting, and preparing communications 
in final format (40% ).

Part VI: Office Administration and Technology
Covers subject matter unique to the secretary’s position. 
Includes traditional and contemporary responsibilities 
created by data processing, communications media, ad­
vances in office management, records management.and 
office systems.
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A
v

H O U S  L B iLLNO. 1619

i.'y Mrs. F k rn ' . ie ,  Yindell, M urphy (Eravidson)* 
McWherfer, Lowe, ’?;>•,/ir .tn , Broyles, Mili.-1, Giimles, 
F o rd  (Coche), S i :  7 c .d .  7 ;  .'.ion, Byrd, Campbe!*, 
Gasv.ijt

SubsLili-.ted f  ; Fm nte  Bit! No. 1470

By Ay:os

A’ii  AC:' to jvovMa f .r r..; p.iy incicres t j  puMic fnijtcycoi
\ ho ;.2S3 the cei'A. J prct. : •yex.ir.rh'.sli'-i.-

BE IV ENACTED BY T H E  GENERAL AS.SEMBLY O F 
T H E  STA TE O F '• tfliZS V .Z 'l:

SECTION 1. !' r,y -. rn r ’oyco in t i r e t f:■ to rcr/ic?. who 
prises oil parts  o f  th. certified j . jfessionel s icrc-ta ./  
o in ii i i rn t 'on  sponsor,f i  by the National Secrctc.ries 
Association shall o d r.n av town tie tw o  slop
s - . in ry  a d v a n c a i f i o n t  u n d e r  the  sta te 's  basic 
compensation p irn .  f  ;jc;i an aut nnr.bc pay increase 

Lo.com?. cTiecir.v. with the n L  pay period 
I c jinn iny  a f te r  t! . employee's  passing f redes on  all 
parts  o f  the  examin'd.'on ; re  certified by the I-..- il'.ile 
for Certifying Secret:., as or after the c b e  olive d a te  o f  
this Act is the  c c c  of stain employees v.ho are certified 
professional c o .c rn t- i r i -o r  or before the effect we da!', 
o f  this Act. Tire ante :.a!:o pay increase provided for in 
this Act sIk-11 n o t  a {fee I r.r.ysuch c.inpVoyee’s olipibili Ly 
for r.i.y r-eyub.r *. iri! i ter •: .. i f  ncccs-.;.;y, one  o r  two 
j l: s shell L ■ v : let the compensation p in .  . to

r i .cree: .. provided for by  th«*.

(

; i K - • i t * .  L. . .

> - v A — •
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GP3;> PER CAPITA I T H E  UNITED STATES

Ranking State

19B0 Population 
(from TT. S. Census 
_____ figure s)

Total 
No. of CPSs 

in 1983
Percentage of 

CFSs Per Capita

23 AL 3,742,000 304 .008127.

1 AK 403,000 12A .030762.

4 AZ 2,354.000 307 . 01304'C

37 AR 2,136,000 101 .00462"

23 SA­ 22,294,000 1586 .007317

6 CO 2,670.000 336 .01258"

35 CT 3,096,951 177 .00571*

38 DE 5 9 A , 711 27 .00454"

27 FL 8,594,000 656 .007637

15 GA 5,084,000 453 .00891*:

A 5 HI 897,000 29 . 003237:

15 ID 378,000 78 .008887

20 iL 11,243,000 964 . 00857'

22 IK 5,374,000 441 . 008207.

13 IA 2,395,000 259 .00854“

25 ICS 2,34f ,000 131 . 007707

3A ICY 3,398,000 202 . 0057 /;:

10 IA 3,966,000 372 . 009377

A 8 ME .1 .,->.25,560 23 .0024971

A3 MD 4,143,090 151 .003647
AO MA 5,725,983 236 .004127
25 HI 9,189,000 705 .007577

12 foN 4,008,000 365 . 009107
A A !-S 2,404,000 34 .00349



c
i'jf.0 Population, 

( f i o m  U .  S .  C o n s u s

iking State figures}

7 MO 4,860,000

24 MT 783,647

13 NB 1,565,000

21 NV 663,000

49 NH 918,959

42 NJ 7,327,000

IS KM 3 ,212,000

39 NY 17,748,000

29 KC 5,577,000

36 ND 652,222

30 OH 10,749,000

3 OK 2,880v000

9 OR 2»4 44,000

47 PA 11,730.000

31 0  7 945,761

32 SC 2,918,000

33 SD 687,543

2 TH 4,35? ,000

c.
•J T J . 13,014,000

19 u r 1,484,620

50 w 511,297

17 VA 5,1483000

8 WA 3,774,000

41 WV 1,360,000

i . i m 4,679,000

46 WY 468,909

„ C
1 0  r  -i i.

N o .  o :  C P S s  P e r c e n t a g e  o f  

i n  1 9 8 3  C P S s  P e r  C a p i t a

5 7 6 . 011357 .

61 . 007787 ,

1 4 0 . 09894,1

55 . 0 0 8 2 9 1  •

7 . 0 0 0 7 6 1

2 3 1 . 0 0 3 8 3 1

1 0 5 . 0 0 3 7 4 1

7 9 5 . 0 0 4 4 7 1

3 9 6 . 0 0 7 1 0 1

3 6 . 0 0 5 5 1 1

7 5 1 . 0 0 6 9 8 '

3 9 4 . 0 1 3 6 8 1

2 3 0 . 0 0 9 7 7 1

3 3 1 . 0 0 2 8 1 Z

53 . 00613,1

1 7 7 . 006067 .

41 . 0 0 5 9 6 7

1 0 2 8 . 0 2 3 5 9 7

1 6 5 2 . 0 1 2 6 9 1

1 2 5 . 0 0 8 5 9 7

•»
• 0 0 0 5 8 7

4 5 4 . 0 0 3 3 1 7

3 7 4 , 0 0 9 9 0 1

75 . 0 0 4 0 3 1

4 3 0 . 0 0 9 1 8 1

15 . 0 0 3 1 5 1



13. By which of ttv» iretowirw 
action* may a prindpsJ 
motbnbot/eaviri?
A  To comma.
E? To Lsyonthetatto.
C  Toreconsidsr.
D By all of the foregoing.

t4. ■'Ccdhg" In records man- 
i^jmOTtlan.-wwiocyfai 
A  another na m e  J&f 
“cfcmiytno" a record. 

0 no son^'W ecmwtofed 
tin important oart 0} 
record* msnegefTxsnt

C  synonymous with “bv 
<fcnomg."

0 the actual marking of 
the record to l«d!r*re 
ha ptaonment in th* ft*.

13. The procedure that la
i.mod at oilmlnatlng

wasteful motions in worx 
bcatfed
A performance fsvakng. 
B producbon receding.
C Urns study. 
OvroritMmptlng.

Part VI

O FR C E  TECH NO LO G Y
I I  ■H  I -—  ■ .- ■ ! ■ Ii j i n ^ ^ ^ e w — ■■ m  wam**mm \i

1. The cteveioperant of the 
laaar pdrasr b  eccaransay 
important In ti v> infc*m> 
don processing industry 
because fi
A  stows mcn» tyiWkJ par 
Bns.

B creates c light I m ^ o  
tfial k & y tfm  wfrar* to 
print the cttwactwn ®e 
It movoa across th* 
paga.

C  enattcj tie Sne count 
per parj« to be in* 
craaatd.

D Increcsea production 
speed concickcrabfy e* 
compared to olhsr 
printing dovlcea.

J2. Coa qI yio ̂ dvaJUogae mr 
ultrafiche is that 
A H is rsl&Svoly Inexpen­
sive.

B It makes use of com- 
puiortachndogy.

C tha prcoisn of prcdutf- 
log !t la rdaifveiy a m­
ple.

0  very long documontB 
can bo stored in vary fit* 
-3s space.

3. Acouutlcal panels in an 
office area
A d o  net absorb on* 

w w red rx ik® .
0 provide Stda vmwl pri­
vacy for the intonded
uaor.

C solve ail coursd prct>- 
iams.

D worfcenty o  VTvdasfcts 
total nnvirOnmant 
works.

4. Which of ttso follcjvlrrtf 
dictating systwra tsmrvot 
be accoisod from outaWn 
tnecntea?
A CBOtnjx 
B P A B X  
C  PAX 
D P B X

5. A Jek>prcc;t3s»tg system 
consists of a
A central computer with

c?f« jin»s datr  cropara- 
ttonmSa.

6  asifjxl tan i.dsr wtfti 
renvoi* lam jraKs}.

C  cor.iputcr sytton wtt.
tsiogjaptitaaSrica.

Dminicomputer with
iKOiUUSCOOUpiMTB.

8. The tom “ v-tsad veto#* 
bend firwsT to aaecdtftri 
wtth
A  communfcalton sryt- 
loma.

B intraofflco paging oy»- 
toms.

Cmlcrawavjja 
D tstovidcnciraiita.

7. Work airhpilficaticn can 
be Described as 
A  an evaluation and fof* 
Io m j p procedure.

8 dr.ccntraiteaJion.
C  systems anti proco- 
buroatti'uiysls.

0 woxlpoxossing.
0. A ccmoi.'aocn telephone 

and talaprtitar tiled ena­
bles a subscriber to o W  
directly any other oub- 
scriiw and quisfdy sand 
or rscolvs a raecrcfsd 
mswsege «to«j±K» a 
A  Bataoom.
B Oata-c-hcro. 
CTatamnter.
DToifiX 

®. The jproossnlrc o? a bsiteb 
of transactions in cn* 

. «tfirinuou3 cperaticn is 
fBSKTOdtOeflR 
A convKttica 
B tytfo.
C  am.
D 'svn&Ktim.

10. Thsnwdfai»hicftp-?cvk43 
■Set, direct sxo&v sj a ra- 
cord by KBnfWtcf end tfc> 
not r?quini a saasch fur a 
record h  ettvflMnco ar®
A clntrra and disks.
Q magnetic tapao and 

i coras.
C  microf<ii®s and uftra- 
fichu.

0 punched card* and 
sdge-ocaatmi cards.11. In recent y»*rg, orgr.nl- 

rtiionB have turn­
ing to a functional floor 
plan which providti a 
cambfrwfion of tb» totow- 
lrrpu sttfJorwy ore1 «up- 
piloa storage, m il! . id 
cortmunicatlona rerv- 
iceti, filing and records m«istgon»«it, aotcratarial 
and dericai assistance 
and InformaUon and re- 
trievsl an.1 library facili­
ties. Such carvIocs uro 
prcvktsdby
A  cdmWstrelivjt .iwvicct 

centom.
B ccmmunlce'Jons can- 

iars,
C snvlrcnmantai advice 
carriera.

D hiturisdcfioor plans.
12. p'iOtoryposettlrig :'o a 

p rin ts process isoa 
A direct imprariolon.
B film.
Clnk.
Dtesripietw,

13. CoiriaWnq physiologies! 
and psychologies! «la- 
rrmts to dovetop an trifi- 
clsnt work station (a 
otitodfheticiencoof
A  ergoncn tea.
B conventional offlca cto* 
sign.

C  landscape office de­
sign.

D  offics design.
14. The process of examin­

ing crttfcalfy the compo­
nent* of a )ob in order to 
daiermbie tfvt .,'dons 
and duties li fr-j.*, <ed to 
asa
job analysis. 

t i job description.
C work .enaiyals chart 
D work division.

15. Which (Mia of the follow­
ing would be most offec- 
tlvs In reducing paper 
handing?
A Oponctfioo 
B TWoarffls 
C Workanalytria 
D Word processing 
oguipment

€S? Sampfa Examination
A N S W E R  K E Y

0 '31 0  SI $ ‘9t 0 's:. V 'St a -si
J] n a  n “X kt a >t V kt 0  >t
V 'St Cl St : j  ‘S i 0  El a et G El
3 m 0  ut fa H i V *21 0 '2t a '2i
V V  'It a tt a *tt 9 'it V *lt

'01 t i m V  ‘31 0  ot V ot v 0 1
0 ■<t S '3 V  '3 a 'o g ’s V '8
a '0 v  •a a  'a V  '9 Q '0 V '9
0 •1i* CJ \i v 1 V  I 0  ’L 0 ' I
V 0 V  '9 V  9 C  '9 V '9 9 '9
9 ‘S B '3 0  V a's 0  s 0 S
0 'f V  '» 0 P a > V  k 0 'k
a •5 0  s 0 e a's v e V s
a H a h <3 TS 0  2 a h V H
a I v  t a 'i 0 'i V 'I V 't
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professional Secretaries international,

M i k e  N a v a r r e ,  C h a i r m a n  
L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
H o u s e  o f  R e p r e s e n t a t i v e s  
B o x  V
J u n e a u ,  A K  99811

re: HB 5 1 1 / H C R 4 0

D e a r  R e p r e s e n t a t i v e  Navarre:

I u n d e r s t a n d  t h a t  House B i l l  511, w h i c h  r e c o g n i z e s  the 
i m p o r t a n c e  o f  t h e  C e r t i f i e d  P r o f e s s i o n a l  S e c r e t a r y  (CPS) rating, 
w i l l  c o m e  b e f o r e  y o u r  L a b o r  and C o m m e r c e  C o m m i t t e e  on W e d n e s d a y ,  
F e b r u a r y  12.

T h e  C P S  r a t i n g ,  o f t e n  m i s u n d e r s t o o d  a n d  s e l d o m  a c k n o w l e d g e d ,  
h a s  b r o u g h t  p r o f e s s i o n a l i s m  to t h e  s e c r e t a r i a l  p r o f e s s i o n .  H o u s e  
B i l l  51] w i l l  e d u c a t e  t h e  p u b l i c  a b o u t  the C P S  rating.

I w o u l d  a p p r e c i a t e  y o u r  s u p p o r t  o f  HB 511.

Matanuska Chapter PtJmer, A lask

F e b r u a r y  6, 1986

S i n c e r e l y

P R O F E S S I O N A L  S E C R E T A R I E S  
I N T E R N A T I O N A L

M e l i n d a  K o l i v o s k y ,  CPS 
P r e s i d e n t ,  M a t a n u s k a  C h a p t e r  
634 S. B a i l e y ,  S u i t e  201 
P a l m e r ,  A K  99645
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<?• professional Secretaries international

301 E d t  Armour Bou 'tvird K i n u i  City MO 54111-1209 016/531-7010



For more inform ‘tion about the 
CPS Examination:

□  Yes, send my secretary(s) a free copy 
o f Capstone, w ith additional informa­
tion  and application to sit for the 
examination.

□  Yes, send my secretarv(s) the list o f col­
leges and universities w ho  grant credit 
hours for CPS.

□  Yes, send my secretary(s) more informa­
tion about membership in Professional 
Secretaries International.

n a m e

ADDRESS

C ITY STATE/PROVINCE 7.IP/VCD

Please send the same material' >:

NAME

ADORES'

CITY STATE/PROVINCE ZIP/PCI)



MANAGERS
THE KEY TOPRODUCTIVITY
IN YOUR
OFFICE

CERTIFIED 
PROFESSIONAL

SECRETARY

What is the CPS rating?

Certified  Professional Secretary*, 
CPS', is the registered service mark for the 
recognized rating that measures secretarial 
proficiency. T h e  six-part examination isad- 
ministered annually in May by the Institute 
for Certifying Secretaries, a department o f 
Professional Secretaries International.

How does a secretary obtain the 
CPS rating?

Tile rating is obtained by meeting 
educational and w ork  experience re­
quirements and passinga six-part, two-day 
examination.

What are the six parts o f the exam?

The six parts o f the examination are: 
behavioral science in business, business 
law, economics
and m anage­
ment. account­
ing, office a d ­
m in is tra t io n  
and com m uni­
cation, and o f ­
fice technology.

What are the 
common 
goals of those 
who seek the 
CPS rating?

T  h o s e 
w ho  seek th e  
CPS rating have 
the com m on  
goals of pride in 
their p ro fes ­
sion, an interest 
in education , 
and a dr sire to 
develop their skills to a high level.

“Naiionw. Insurance ha.s 
long encouraged pursuit ol 
such professional designa­
tions as CI.U. CPA, and CPS. 
Like o ther professional 
designations. CPS isan (>bjec- 
tive indicator o f important 
measurable competences. At 
Nationwide, CPS is a valuable 
criterion, though not a re­
quirement. for advancement 
in the secretarial field. Most of 
our top executive secretaries 
are certified  and several 
women with the designation 
hold significant management 
positions."

O hm crO . C rowell 
Senior Vice President.

Marketing 
Nationwide Insurance 
Columbus O il

l lovv many secretaries have 
achieved the CPS rating?

Since the first CPS Examination in 1951. 
IK,398 secretaries have achieved the CPS 
designation.

I low  does the CPS benefit you and 
your company?

The employee in your company who 
works to attain the CPS rating is investing 
in a career. Your employee w ho attains the

CPS rating will
havea wealth of 
know ledge to 
draw  upon 
w hen  faced 
with difficult of­
fice situations 
and will be able 
to handle prob­
lems as they 
arise on the job. 
Your secretary 
w ill be pre­
pared to take on 
broaderadr in- 
istrative respon­

sibilities, thus freeing you for executive 
duties.

What does your company gain 
from the CPS Examination?

The application o f job knowledge and 
skill gained through preparation for the CPS 
Examination ensures a knowledgeable, pro­
fessional member o f the management team 
for you and your a  >mpanv. The benefits will 
last a career. The effects spread beyond die 
individuals involved.

"W e  at Daniel have been 
pleased in what the CPS pro­
gram has done for us and our 
employees. This certification 
focuses attention on the pro­
fessional aspects o f secretarial 
work and, in do ing so, 
reminds all o f the critical con­
tributions a professional 
secretary makes to a business 
enterprise."

le s  McCniw 
President
Daniel International 
G reenville  SC



What can you do to promote CPS 
in your company?

Encourage your secretary to strive for 
professional development through attain­
ment o f the CPS rating. Inform company 
secretaries about the CPS program by 
periodically posting information on the 
bulletin hoard or putting it in your company 
publication.

Join the many companies in both the 
private and public sector which offer tangi­
ble formsof encouragement to those aspir­
ing to he a CPS.

What are common precertification 
programs?

Precertification encouragement pro­
grams most commonly include:
•  In-Mouse

study 
program 
Tuition -paid 
plans for 
preparatory 
class studies 
and review 
courses 
Books for 
s e 1 f -  s t u d y 
programs 
P ro cess in g  
and examina­
tion fees paid 
by employer 
Com pen­
sated time off 
for taking the 
examination 
Educational 
and professional seminars

"I believe there is nosubstitute 
for professionalism inany job 
in any organization, it is man­
agement's responsibility to 
cultivate this spirit, and the 
rewards for doing this are the 
high standards, increased pro­
ductivity, and personal satis­
faction that professionals 
contribute to a business. The 
CPS program has my support 
because it reflects my commit­
ment to promote the secre­
tarial skills and values that are 
vital to I'tah Power and Light 
Company."
hums Taylor
President X Ch ie f Operating ( ) f fk e r  
Utah ” o\ver and Light Company 
Salt L ike City UT

What are typical post certification 
programs?

Post certification encouragement pro­
grams frequently include one or moreofthe 
following.
•  Automaticannu.il salary increase for cer­

tification
•  Bonus for achieving the CPS rating
•  Extension of maximum salary range in 

present position
•  Priority consideration for promotion as 

advanced positions become available
•  Continuing education seminars

What does the American Council 
on Education recommend?

The American Council on Education 
recom m ends .52 semester hours o f 
academic credit for CPS. Many colleges and 
universities arc granting automatic credit 
hours to those win > have attained the CPS 
rating who enroll in degree programs.

Are study manuals available?

Indi’ idual study manuals and an in­
structor's manual for all parts o f the CPS 
Examination ha\ e been published through 
a joint venture between Professional Sec­
retaries international and John W iley & 
Sons, New  York City, for additional in­
formation about the manuals, contact: 
John W iley N  Sons. Inc.. Order Processing 
Departm ent, O n e  W ile y  Drive, East 
Somerset, NJ ()>SK~5,

How does a secretary qualify and 
hike the CPS Examination?

Full-time employed secretaries, ex­
perienced secretaries, college/university 
students, and business educators w ith 
previous secretarial experience are those 
eligible to take the CPS Examination. 
Membership in Professional Secretaries In­
ternational is not a requirement.

When is the CPS Examination 
given?

The CPS Examination is given annual­
ly the first Friday and Saturday in May. con­
currently in about 250 examination centers 
in the I ’niied States, Virgin Islands, Puerto 
Rico, and Malaysia: and nationalized ver­
sions are given injamaica and Canada, with 
French language offered in Canada.

Are there provisions for military 
employees?

The Institute has entered into a formal 
agreement with the Defense Activity for 
Non-Traditional Education  Support 
(DANTES), an educational activity o f The 
Department o f Defense, to administer the 
CPS Examination to military and civilian 
personnel in military installations overseas 
and, if feasible, within the United States.

Copyright 198-t Printed in USA 9/H i



CERTIFICATION

i
I

I, the undersigned, an employee of the State of Alaska, do hereby certify 

that the microfilm images on this microform are accurate reprovMotions 

of the original records of the State of Alaska as accumulated during the 

regular course of business, and that it is the established policy and practice 

of this State to microfilm its records and to dispose of the original records 

after microfilm reproductions have been made.

Date

02-519 (REV 8/78)
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STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

R E Q U E S T

 S SH B  5 1 7B ill/Reso lu iion  N o .:

T itle : "An A ct r e i n i n g  t o  t h e  p r i v a t e  

s a l e  s n d  c o n s ig n m e n t  o f  w o r k s  o f  a r t . "

Sponsor • R e p r .  G r u e n b e r g __________________
R equesto r: R o u s e  L a b o r  & Commerce_________

Date o f R equest: F e b r u a r y  1 1 .  1 9 8 6 _________

Revision D a t e :

F IS C A L  D E T A IL

Agency Affected : . D e p a r tm e n t  o f  Law  
B R U : L e g a l  S e r v i c e s ______________

Components : Legal Services Opera,. Ions

E X P E N D IT U R E S /R E V E N U E S  : (T h o u sa n d s  of D o lla r s )

OPERATING FY  86 F Y  87 FY  88 FY  89 FY  9 0 FY  91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - -13 -

CAPITAL

REV EN U E

FU N D IN G  : (T h o u sa n d s  o f D o l la r s )

GENERAL FUND 
FEDERALFUNDS 
OTHER 
TOTAL

- 0 - - 0 - - 0 - - 0 - - 0 -

P O S IT IO N S

FULL-T1ME
PART-TIME
TEMPORARY

- 0 - - 0 - - 0 - - 0 - - 0 -

A N A L Y S IS  : Attach a separate page i f  necessary 

- P l e a s e  s e e  a t t a c h e d  a n a l y s i s . -

Prepared by 

D iv is io n :

£a /ic -/c =/' / L o r ,
.. Richard I. Pegues, Da

•m A=>
rector

Administrative Services Division 

/X V  A tli-  A /•<A=>/ f-zA /
 _____   U  1 J  V f T3 aw* r ■*— i * A ^

Phone 

D a te :

465-3672

• f t 1

Approved by Commissioner: Harold M. Bo/ovn^ Attorney General Date: 
Agency: Department of Law_________________________

D istribution (by Agency preparing fisca l not e ) :

Leg isla tive  Finance 

L eg is la tiv e  Sponsor 

Requestor

Office o f Management and Budget

Impacted Agency(ies) page _ ! —  of

2 / 12 /86

2 / 12 /86

1 0/25/85
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State of Alaska
C O M M IT T E E S

HO USE  H E A L T H .  E D U C A T IO N  
A N D  S O C IA L  SERVICES 

(Co-Chairman)
HOUSE  JU D IC IA R Y  

HO USE  C O M M U N IT Y  A N D  
R E G IO N A L  A FFA IR S

; V

Representative Max F. Gruenberg. Ji. 
District 11 

Spenard, Upper Midtown Anchorage

P O U C H  V 
JU N E A U ,  A L A S K A  99811 

(907)465-4968

914 C L A Y  C O U k T  
A N C H O R A G E .  A L A S K A  99503 

(907) 276-6844

MEMORANDUM

TO: HOUSE LABOR AND COMMERCE COMMITTEE MEMBERS

FROM: REPRESENTATIVE MAX F. GRUENEBRG, JR.

DATE: FEBRUARY 8, 1986

RE: HB 517 RELATING TO THE PRIVATE SALE AND CONSIGNMENT
OF WORKS v” ART

THIS BILL WAS ADAPTED FOR ALASKA LAW FROM TWO NEW YORK 
STATUTES PASSED IN 1966. IT IS INTENDED TO PROTECT ARTISTS IN 
THEIR DEALINGS WITH ART DEALERS BY PROVIDING THAT ARTWORK 
DELIVERED FOR SALE CONSTITUTES A TRUST FOR THE BENEFIT OF THE 
ARTIST AND PROTECTS SALE PROCEEDS FROM THE CREDITORS OF THE 
ART DEALER. THF BILL WOULD ALSO GUARANTEE REPRODUCTION RIGHTS 
IN STATE STATUTE.

THE PROPOSED DRAFT COMMITTEE SUBSTITUTE REFLECTS TWO CHANGES 
RECOMMENDED BY ARTISTS WHO HAVE REVIEWED THE BILL:

1. PAGE 2, LINES 18-20 PROVIDES THAT AN ART DEALER MUST 
RETURN UNSOLD ARTOWRK ON DEMAND TO THE ARTIST IF 
CONSISTENT WITH ANY WRITTEN AGREEMENTS.

2. PAGE 4, LINE 9 REPEALS AN EXISTING SUBSECTION IN THE 
UNIFORM CORPORATION CODE WHICH IS SIMILAR TO PROPSED 
LANGUAGE IN SECTION 1.

THE BILL HAS BEEN WIDELY DISTRIBUTED BY THE SPONSORS TO 
ARTISTS AND ART DEALERS IN THE STATE AND HAS RECEIVED POSITIVE 
FEED3ACK. IT IS SUPPORTED BY THE INSTITUTE OF ALASKA NATIVE 
ARTS AND THE ALASKA STATE COUNCIL ON THE ARTS.
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Memorandum 

From:

Re:

-‘■L
\ r l.

Representative Max F. Gruenberg, Jr.
District 11 

Spenard, Upper Midtown Anchorage

P.O. BOX V  
J U N E A U .  A L A S K A  99811 

(907) 465-4968

914 C L A Y  C O U R T  
A N C H O R A G E .  A L A S K A  99503 

(907) 276-6844

Representative Max F. Gruenberg, Jr.

Draft CS for HB 517, relating to the private sale 
and consignment of works of art

Date; February 5, 1986

This bill is modeled after two New York statutes passed in 
1966, and is designed to offer protections to Alaskan artists 
in their business relationships with art dealers and their 
rights to reproduction.

SECTION 1 Provides that works of art delivered to an art
dealer are trust property in the hands of the 
art dealer for the benefit of the artist, and
that proceeds from a sale are not subject to a
lien or claim against the art dealer.

Provides that subsection (a)(3) of 45.67.020 
may be waived if the agreement is clear and 
agreed to in writing, however, under a waiver
the proceeds of a sale are still not subject to
a lien against an art dealer.

Provides that unsold artwork must be returned 
to the artist on demand consistent with any 
written agreement.

Also provides that the provisions of 45.67.010
- 020 may not be construed to effect an
existing contract. Subsection (b) provides 
that this law will apply to all future dealings 
between an artist and art dealer 
notwithstanding the absence of or conflict with 
any written agreement or provisions of the 
Uniform Commercial Code.

The Right to Reproduction section (45.67.040) 
codifies in Alaska statute language similar to 
federal copyright law.

SECTION 2 Repeals a subsection in the Uniform Commercial
Code similar to some language in section one.
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Original sponsors: Gruenberg, Goll,
Koponen, et al

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 517 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the private sale and consignment

of works of art."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 45 is amended by adding a new chapter to read:

CHAPTER 67. ARTISTS AND WORKS OF ART.

Sec. 45.67.010. ARTISTS AND ART DEALER RELATIONSHIPS. (a) When 

an artist delivers or causes to be delivered a work of art of the 

artist's own creation to an art dealer for the purpose of sale, or

exhibition and sale, on a commission, fee, or other basis of compen­

sation, the acceptance of the work of art by the art dealer is a

consignment, and

(1) the art dealer is, with respect to the w o r k  of art, the 

agent of the artist;

(2) the work of art is trust property in the hands of the 

art dealer for the benefit of the artist; and

(3) proceeds from the sale of the work of art are trust 

funds in the hands of the art dealer for the benefit of the ar' 'st.

(b) A work of art initially received as a consignment ains 

trust property notwithstanding the subsequent purchase of the artworl 

by the art dealer directly or indirectly for the art dealer's own 

account until the consignment price due to the artist is paid in full. 

If the work of art is resold to a bona fide third p a r t y  before the 

artist has been paid in full, the proceeds of the resale are trust

•^funds in the hands of the art dealer for the benefit of the artist to

-1- CSHB 5 1 7 (L&C)
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the extent necessary to pay any balance still due to the artist. The 

trusteeship continues until the fiduciary obligation of the art dealer 

with respect to the transaction is discharged in full.

(c) The proceeds due to the artist from a sale or resale of the 

work of art are not subject or subordinate to a claim, lien or secur­

ity interest of the art dealer's creditors.

Sec. 45.67.020. WAIVER. (a) A provision of a contract or 

agreement whereby the artist waives a provision of AS 45.67.010 is 

void except as provided in this subsection. An artist may waive the 

provisions of AS 45.67.010(a)(3) if the waiver is clear, conspicuous, 

and agreed to in writing by the artist. A waiver und e r  this subsec­

tion is not valid with respect to the proceeds of a w o r k  of art ini­

tially received as a consignment but subsequently purchased by the art 

dealer directly or indirectly for the art dealer's own account.

(b) A waiver u n d e r  (a) of this section may n o t  inure to the 

benefit of the art dealer's creditors in a manner that is inconsis­

tent with the artist's rights under AS 45.67.010.

Sec. 45.67.030. RETURN TO ARTIST. Unless the artist and art

dealer have otherwise agreed in writing, the art dealer shall return

an unsold work of art on demand of the artist.

Sec. 45.67.040. APPLICABILITY. (a) The provisions of AS 45.- 

67.010, 45.67.020, and 45.67.030 may not be construed to have an

effect upon a written or oral contract or arrangement in existence on 

the effective date of this section, except by the mutual written

consent of the parties.

(b) The provisions of AS 45.67.010 and 45.67.020 apply notwith­

standing the absence of, or a conflict with, a ■**itten agreement 

between the artist and the art dealer concerning any matter covered by 

^ S  45.67.010 and 45.67.020. In the event of a conflict between
r

CSHB 5 1 7 (L&C) - 2 -
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AS 45.67.010, 45.67.020, or 45.67.030 and AS 45.01 - AS 45.09 (Uniform 

Commercial Code) or other provision of law, the provisions of 

AS 45.67.010, 45.67.020, and 45.67.030 govern.

Sec. 45.67.050. RIGHT TO REPRODUCE WORKS OF ART. (a) When a 

work of art is sold or otherwise transferred by or on behalf of the 

artist who created it, or the heirs or personal representatives of the 

artist, the right of reproduction is reserved to the grantor until it 

passes into the public domain by act or operation of law, unless the 

right is sooner expressly transferred by an instrument, n;:'p oi 

memorandum in writing signed by the owner of the right or an author­

ized agent of the owner.

(b) When an exclusive oi nonexclusive conveyance of a right of 

reproduction is made by the holder of the right, or the holder's 

authorized agent, ownership of the physical art work is presumed to i 

remain with and be reserved to the grantor unless expressly trans­

ferred in writing signed by the grantor or the grantor's authorized 

a gent.

(c) This section may not be construed to prohibit the fair use 

of a work of art or to conflict with federal copyright law.

Sec. 45.67.100. DEFINITIONS. In this chapter, unless the con­

text otherwise requires,

(1) "artist" means the creator of a w o r k  of art or, if 

deceased, the heirs or personal representatives of the creator;

(2) "art dealer" means a person engaged in the business of 

selling works of art, other than a person exclusively engaged in the 

business of selling goods at public auction;

(3) "consignment" means that no title to or estate in the 

goods or right to possession superior to that of the consignor vests 

in the consignee, notwithstanding the consignee's power or authority

-3- CSHB 5 1 7 (L&C)
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to transfer and convey, to third person, all of the right, title and 

interest of the consignor, in and to the goods;

(4) "creditor" has the meaning given in AS 45.01.201;

(5) "right of reproduction" means a right to reproduce, 

prepare derivative works of, distribute copies of, or publicly display 

a work of art;

(6) "work of art" means a painting, sculpture, drawing, 

work of graphic art, photograph, or craft work, in any medium.

* Sec. 2. AS 45.02.326(e) is repealed.

CSHB 5 1 7 (L&C)
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CERTIFICATION

I, the undersigned, an employee o f the State of Alaska, do hereby certify 

that the m icrofilm  images on th is microform are accurate reproductions 

o f the original records of the S ta ts o f A laska as accumulated during the 

regular course of business, and that it is the established policy and piactice 

o f th is State to m icrofilm its records and to dispose o f the original records 

after m icrofilm  reproductions have been made.

Date

02-619 (3EV 8/78)
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COMMITTEE REPORT

(7)
Date referred: 1/29/86

FURTHER REFERRALS: JUDICIARY

date: / y / 9 f Z ?
The LABOR & COMMERCE_________ Committee has considered HB 522___________

"An Act relating to unfair insurance claims settlement practices; and 
providing for an effective date."

and recommends: 

do pass 

do not pass

do pass with attached amendment(s) 

no recommendation 

replace with / / / $  C

[ ] 
[ ] 
[ ] 
[ *  ]

and recommends

[ ] further referral to the

[ ] same title

[ ^ ]  new title

Committee

and attaches:

SIGNING D O  PASS

] letter of intent 
] first fiscal note 
] new fiscal note 

zero fiscal note
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CSHB 522(L&C): "An Act relating to payment of insurance premiums,
cancellation of insurance policies, and the provision of 
medical malpractice insurance for nurse midwives; and 
providing for an effective date."

The Department favors passage of this proposed legislation.

Sections 1 & 2 of this bill would provide that, for purposes of receiving 
payment of an insurance premium, a broker is legally considered an agent of 
the insurance company. This legislation does not give the broker the 
ability to bind coverage with an insurance company that has not given him 
that authority. The insurance agent has a direct contractual relationship 
with the insurance company in which it places business. The effect of this 
is that when an agent receives premium from an insured, it is the same as 
though the insurance company had received the funds, even if the insurance 
company never receives the money.

The situation with a broker is not as clear. The broker by definition 
represents the insured, not the insurance company. While it is possible 
that a legal argument could be made to attempt to treat the broker as an 
agent of the insurer, this must be done in court on a case by case basis.

During the past two years, it has become clear that a similar law is needed 
for brokers. Two large broker insolvencies have occurred where insureds 
have paid the broker who in turn has failed to remit those funds to the 
insurer resulting in cancellation of coverage for nonpayment of premium.
The insured then suffers a loss of coverage and monies. In most cases, the 
insured person did not know in which capacity the producer was acting, let 
alone understand and appreciate the distinction.

Sections 3 - 1 0  and 14 address cancellation of commercial insurance 
policies. Under existing law, there is a limitation on cancellation of 
personal lines policies such as automobile insurance policies and 
homeowners insurance policies. A part of this law also establishes minimum 
amounts of time when a cancellation is issued and requires a reason for any 
cancellation or nonrenewal of coverage. These minimums and reasons do not 
currently apply to business or commercial policies.

; , .. !• • y ■]
This proposal will provide for a 60 day notice time that a company must 
give when it cancels an insurance policy, other than personal lines of 
insurance. It also requires that any unearned premium shall be returned 
prior to the effective date of cancellation unless cancellation is for 
nonpayment of premium.

The need for this request arises from the tightening insurance markets. As 
companies are reducing the amount of insurance they are writing, they are \ 
eliminating entire classes of insurance from their book of business and 
they are often cancelling policies of those insureds who have suffered 
losses. The Alaskan consumer needs adequate notice in order to be able to 
find an alternate insurer in the event that his policy is cancelled.
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CSHB 522(L&C) 
Page 2

To accomplish this, it is necessary to substantially rearrange AS 21.36.210 
- AS 21.36.310. The changes do not revise the impact of those sections of 
law on personal lines. It does make some of those provisions applicable to 
business or commercial insurance.

We recommend that the notice period for a nonpayment cancellation remain 
unchanged. This means removing the change made on page 3, line 24. and 
changing the 20 days on page 4, line 4 to read 10 days. The logic for this 
is that a person about to receive notice for nonpayment generally knows 
that payment has not been made. 10 days is adequate.

Sections 1 1 - 1 3  provide that nurse midwives can purchase medical 
malpractice insurance from the Medical Indemnity Corporation of Alaska 
(MICA). This will provide an additional market that the nurse midwife 
would have available if required. We would recommend that Section 11 on 
page 7, lines 9 - 29 be omitted. There are 1200 physicians licensed by the 
state who are conceivably eligible for coverage from MICA while there are 
only 21 licensed nurse midwives who might be eligible for coverage from 
MICA with passage of this bill. That is not a reasonable basis for 
changing the makeup of the governing board of MICA. This feature should 
remain unchanged.
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Loren H. Lounsbury, Commissioner 
Department of Commerce & Economic 

Development
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4/7/86

Original sponsors: Sund, Koponen,
and Gruenberg

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMUTE:

CS FOR HOUSE BILL NO. 522 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to payment of insurance premiums.

cancellation of insurance policies, and the provisior 

of medical malpractice insurance for nurse midwives; 

and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:.

* Section 1. AS 21.27.200(a) is amended read:

(a ) Except as provided in (c) of this section.

(1) a [A] broker, as such, is not an agent or other 

representative of an insurer, and does not have power as a broker tc 

bind the insurer upon any risk or with reference to any insurance 

contract; and

(2) nothing [. NOTHING] in this section is intended to 

alter the common law of agency as applied to transactions under this 

title.

* Sec. 2. AS 21.27.200 Ls amended by adding a new subsection to read:

(c) For purposes of determining an insured's entitlement to 

coverage, a premium paid to the broker is considered to be received by 

the insurer, if the payment to the broker is designated'for specific 

- coverage from a specifically named insurer and is supported by compe­

tent evidence.

* Sec. 3. AS 21.36.210(a) is amended to read:

(a) An insurer may not exercise its right to cancel a policy of 

personal [AN] automobile insurance [POLICY] except for the following 

reasons:

CSHB 5 2 2 (L&C)  ' tt/ . •, JttWf
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(1) nonpayment of premium; or

(2) the driver's license or motor vehicle registration of 

either the named insured or of an operator who resides in the same 

household as the named insured or who customarily operates a motor 

vehicle insured under the policy has been under suspension or revoca­

tion during the policy period or, if the policy is a renewal, during 

its policy period or the 180 days immediately preceding its effective 

date.

* Sec. 4. AS 21.36.210(d) vs amended to read;

(d) This section does not apply to

/II the failure to renew a policy, except as to coverage ir.

force for less than 12 monthsj_

(2) a policy that has been in effect less than 60 davs at 

the time notice of cancellation is mailed or delivered bv the insurer, 

unless it is a renewal policy;

(3) a policy issued under an automobile assigned risk plan 

or automobile insurance plan;

(4) 3 policy insuring more than four motor vehicles;

(5) a policy covering the operation of a garage; automobile

sales aeencv. renair shop, or service station; or public parking

place;

(6) a policy providing insurance onlv on an excess basis;

(7) anv other contract providing insurance to the nair.p d

* insured, even though the contract may incidentally provide insurance 

with respect to motor vehicles.

* Sec. 5. AS 21.36.210(f) is amended to read;

(f) An [NOTWITHSTANDING (e) OF THIS SECTION, AN] insurer may not 

exercise its right to cancel a policy of personal insurance other than 

personal automobile insurance, except for the following reasons [THE 

CSHB 522 (L&C) -2- -y;



TYPE DESCRIBED IN (e) OF THIS SECTION IF ONE OF THE FOLLOWIN' 

CONDITIONS OR CIRCUMSTANCES ARISES1:

(1) nonpayment of premiums, including nonpayment of add!

tional premiums, calculated in accordance with the current ratin

manual of the insurer, justified by a physical change in the insure 

property or a change in its occupancy or use;

(2) conviction of the insured of a crime having as one o

its necessary elements an act increasing a hazard insured against;

(3) discovery of fraud or material misrepresentation mad 

by the insured or a representative of the insured in obtaining th 

insurance or by the insured in pursuing a claim under the policy;

(A) discovery of a grossly negligent act or omission by th 

insured that substantially increases the hazards insured against; or

(5) physical changes in the insured property that result i; 

the property becoming uninsuredle.

* Sec. 6. AS 21.36.220 is amended to read:

Sec. 21.36.220. NOTICE OF CANCELLATION. An insurer may no: 

exercise its right to cancel a personal insurance policy unless ;

written notice of cancellation is mailed or delivered to the namet 

insured, at the ac.dress shown in the policy, at least 60_ [20] day; 

before the effective date of cancellation. However, if [, EXCEPT THAI 

WHEN] cancellation is for nonpayment of premium^ the notice must

[SHALL] be mailed or delivered to the named insured at the addres; 

— shown in the policy at least^^ j ^-iof days before the effective date oi

cancellation^ and must [SHALL] include or be accompanied by £

statement of the reason for the cancellation. [THIS SECTION DOES NOl 

APPLY TO THE FAILURE TO RENEW A POLICY, EXCEPT AS TO COVERAGE IN FORCE 

FOR LESS THAN 12 MONTHS.] ;

* Sec. 7. AS 21.36.220 is amended by adding new subsections to read;
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(b) An insurer may not exercise its right to cancel a policy o 

business or commercial insurance unless a written notice of car.cella 

tion is mailed or delivered to the named insured, at the address show 

in the policy, and to the agent or broker of record, at least 60 day 

before the effective date of cancellation. However, if cancellatic: 

is tor nonpayment of premium, the notice must be mailed or deiivere 

to the named insured at the address shown in the policv and to th
\o

agent or broker of record at least days betore the effective dat 

of cancellation, and musr include or be accompanied by a statement o 

the reason for the cancellation.

(c) if an insurer cancels a policy under (b) of this section, i 

shall return any unearned premium to the agent or broker of record o 

directly to the insured or premium finance company, if applicable 

before the effective date of cancellation, except that, if cancel 

lation is for nonpayment of premium, any unearned premium must b 

returned within 45 days after the notice of cancellation is given.

Sec. 8. AS 21.36.240 is amended to read:

Sec. 21.36.240. FAILURE TO RENEW. An insurer may not fail t 

renew a personal insurance policy in force for less than 12 months 

An insurer may not fail to renew a policy [IN FORCE FOR 12 MONTHS 01 

MORE] unless a written notice of nonrenewal is mailed or delivered tc 

the named insured, at the address shown in the policy, at least 2( 

days for a personal insurance policv, and at least 45 davs for 

business or commercial insurance policv, before the expiration date o. 

the policy [, ] or of the anniversary date of a policy written for « 

term longer than one year or with no fixed expiration date. Thi; 

section does not apply

(1) if the insurer has in good faith manifested in any wa- 

its willingness to renew;

CSHB 522(L&C)
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(2) in case of nonpayment: of premium for the expirir.

policy; or

(3) if the insured fails Co pay che premium as required b 

Che insurer for renewal.

* Sec. 9. AS 21.36.2p0 is amended Co read:

Sec. 21.36.250. NOTICE OF ELIGIBILITY. Wi a d o I l e v  or auComo

bile liability insurance is cancelled, ocher than for nonpavir.enc o 

premium, or is noC renewed in accordance with [FOR FAILURE TO RENEW . 

POLICY OF AUTOMOBILE LIABILITY INSURANCE TO WHICH] AS 21.36.240 [AP 

PLIES], the insurer shall notify Che named insured of possible eligi 

bility for automobile insurance through che automobile assigned ris 

plan, or auComobile insurance plan. The notification must [SHALL 

accompany or be included in the notice of cancellation or nenrenewa 

required by AS 21.36.220 [AS 21.36.2301 and 21.36.240.

* Sec. 10. AS 21.36.310 is amended'to read: '

Sec. 21.36.310. DEFINITIONS. In AS 21.36.210 - 21.36.310

(1) "business or commercial insurance" means ir.suranc 

other than personal insurance, life insurance, disability insurance 

title insurance, or an annuity contract;

(2) "nonpayment of premium" means failure of the namei 

insured to discharge when due any obligations of the named insured i: 

connection with the payment of premium on a policy, or any installmen: 

of the premium whether the premium is payable directly to the insure:

- or its agent or indirectly under any premium finance plan or extensior 

of credit;

(3) "personal automobile insurance" means insurance not 

related to business or commercial activities, covering [(2) "POLICY' 

MEANS AM INSURANCE POLICY COVERING THE RISKS AND EXPOSURES LISTED I t  

AS 21 .36.210(e) OR AN AUTOMOBILE POLICY THAT INCLUDES] automobile

- 5 -  CSHB 5 2 2 (LSC)
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liability, uninsured/nnderir.sured motorists [COVERAGE,

MOTORIST COVERAGE], automobile medical payments [ CCYE:T-.GE ] , 

bile physical damage [COVERAGE], that is delivered or issued fc 

delivery in this state [INSURING AS THE HAMED INSURED, ONE INDIVIDUA 

OR HUSBAND AND WIFE RESIDENT OF THE SAME HOUSEHOLD], and under whic 

the insured vehicles are of the following types only:

(A) a motor vehicle of the private passenger or sta 

tion wagon type that is not used as a public or livery convey 

ance, nor rented to others; or
/

(B) any other four-wheel motor vehicle with a loa 

capacity of 1,500 pounds or less that is not used in the occupa 

tion, profession^ or busin ,ss of the insured, nor used as 

public or livery conveyance^ nor rented to others;

(4) "personal insurance" does not include an annuity con­

tract or a policy of life insurance, disability insurance, or titL 

insurance; the term means personal automobile insurance, or- insurance

coverins

(A) loss of or damage to real property that is usee

of more than four dwelling unitc-.

(B) loss of or damage to personal property, including

personal effects, household furniture, fixtures and eauioment

located in not more than four dwelling units; or

(C) legal liability of natural persons for loss of.

damage to or injury to persons or property if the insurance doe?

not cover liability arising from or in connection with business

or commercial activities;

(5) [(3)] "renewal" or "renew" means

(A) the issuance and delivery by an insurer of a 

CSHB 522(L&C) -6-
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policy replacing at che end of Che policv per cod a polic 

previously issued and delivered by che same insurer.

(B) che issuance and delivery of a ceroidicaca c 

nocics exceeding che term of a poiicy beyond ics pciioy period c 

Cerm, or

(C) Che extension of che ceroi of a policy beyond it 

policy period or term under a provision for extending che polic 

by paymenc of a concinuacion premium.

Sec. 11. AS 21.88.030(a) is amended Co read:

(a) The corporacion shall exercise ics powers through a board o 

governors which is appointed by the governor of the state and cor. 

firmed by che legislature. Members of che board cf governors shall b 

Alaska residents as follows:

(1) three [FOUR] physicians licensed in che state an 

engaged in private practice in che scace; no more than two cf th 

physicians shall praccice or live in a municipality having,a pcpuia 

tion of more chan 100,000, and two of the physicians must be indem­

nified against loss by reason of liability for an act or omission ir 

the delivery of professional health care by che Medical Incemnic 

Corporation of Alaska;

_ /  (2) one nurse midwife licensed in the state and engaged ir

private practice in the state;

(3) an administrator or senior executive officer employee 

by a hospital licensed in the state;

(4) [(3)] two professionals from che insurance ir.custrv

who are authorized or licensed to do business in che scace;

(5) [(4)1 two persons who are not health care providers or 

financially interested in the field of health care or representatives 

of Che insurance industry.

- 7 -  CSHB 522 (L&C ): '  I  M il
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Sec. 12. AS 2 i.SS. 0 50 if. a m e n d e d  to rend: 

Sec. 2I. SS .0 50 . P O W E R S  A MR  D U T I E S  OF 

corporation shall

:0?.?0?A7 (a)

(1) in the f o r m  ape r o v e d  b y  the di rector, issue to al 

physicians, n u r s e  mi dw i v o s .  and hospitals who are found to be accept 

able risks under standards developed under (5) of this subsection, an 

who pay the premiums for it, a c o n t r a c t  or contracts incemnifyin 

physicians, nurse midwives. and hospitals and their employees who ar 

health care providers against loss by reason of liability for covere 

claims for an act or omission in the delivery of professional healt 

care in this state, and agree inc to tender on behalf of the physi 

cians. nurse midwives, and hospitals and their employees who ar 

health care providers a defense to a covered claim in a proceecin 

brought under AS 09.55.530 - 09.55.560; the limits of liability fo 

policies issued by the corporation shall be approved by the director 

the contract shall cover the defense against but need not indetrnif 

liability for punitive damages arising from a covered claim; at th 

option of the corporation, if approved by the director, and for a* 

additional premium the contract may cover claims against the physi 

cian, nurse midwife, or hospital that arise cut of professional ser­

vices performed by the physician, nurse midwife, or hospital for an1 

period before the contract is issued, except that coverage will not bt 

provided for a claim already filed or of which the physician, nurse

• m idwife. or hospital had or reasonably should have had notice at the 

tine the retroactive insurance was purchased;

(2) charge a premium for the protection provided by the 

contracts issued by the corporation which shall be determined by the 

board of governors in accordance with AS 2 1.8b.080 and subject to the 

approval of the director;

CSHB 5 2 2 (L&C) - 8 -
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2't . 0 5 'C(3) comply with or be subject to AS 2i.05.C90 

21.06. 140, 21.06.160, 2 1.06.250, AS 2 1.09.130 - 21.09.200. 21.09.250

21.09.280, AS 21 .12.020 (b)-(e), AS 21.18, AS 21.21, AS

21.36: and shall be exerr.pt from participation as a merrbe * insurer i 

the Alaska Insurance Guaranty Corporation;

(4) carry out the obligations of the contracts issued b 

the corporation by defending all covered claims made against insure 

health care providers and by paying ail liabilities which are finall 

adjudicated against the insured health care provider or which may i: 

the opinion of the corporation reasonably be exoectcd to be finall 

adjudicated against the health ca *e provider to the extent of th 

contract obligation;

(5) establish standards for the acceptability of risks; i:

establishing these standards the corporation may exclude an applican 

for insurance based on individual risk sele'.tion factors, but may no 

exclude an applicant based only on the classirication of .the appli 

cant.

(b) The corporation may

(1) employ or retain persons, individual or corporate, t

discharge its obligations and pay reasonable compensation tor thes

services; employees of the corporation are not considered state e n g  

ployees;

(2) negotiate for and procure reinsurance from privat 

casualty insurers or reinsurers for any and all liability incurred b- 

contracts issued by it;

(3) provide coverage to insureds for other hazards custom

arily included in medical malpractice insurance policies when there i 

a finding by the director that this coverage is not available tc 

insureds of the Medical Indemnity Corporation of Alaska in the privati
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insurance market at a competitive price;

(4) borrow or advance funds necessarv to carry out th 

purposes of the corporation;

(5) negotiate and become a party to those contracts as ar 

necessary to carry out the purposes of the corporation;

(6) sue or be sued in the name of the corporation;

(7) provide risk management advice and services to hospi

tals;

(8) negotiate and become a party to contracts for manage­

ment services for the corporation;

(9) perrorm ail other acts necessary and proper to carr;

out the duties of the corporation;

(10) in a -form approved by the director and for an addition­

al premium determined under AS 21.88.080, issue endorsements whic:

provide indemnity for claims not yet reported which arise out o:

professional services rendered during a period of continuous coverage 

under the originally issued contract, to physicians, nurse midwives. 

and hospitals who pay the premium for it and x^ho are terminating theii 

original covered claims contract with the corporation for a period oi 

not less than one year;

(11) subject to approval by the director, extend coverage 

to a person, entity, or facility that renders health care services ir 

state under the supervision of a physician.

** Sec. 13. AS 2 1.88.900 is amended by adding a new paragraph to read:

(17) "nurse midwife" means a registered professional nurse

who is certified as an advanced nurse practitioner under AS 08.68.- 

4 10 (1) and authorized to practice as a nurse midwife under regulations 

adopted in accordance with AS 08.68.

* Sec. 14. AS 21.36.210(c), 21.36.230, and 21.36.300 are repealed.

CSHB 522(LSC) -10-
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T E L E P H O N E (007)500-5012

March 11, 1986

Representative Mike Navarre 
Alaska State Legislature 
Pouch V (MS 3100)
.'uneau, Alaska 99811

J O H N  C .  H U G H E S  
O F  C O U N S E L

5 0 9  W E S T  T H I R D  A V E N U E  
A N C H O R A G E .  A L A S K A  9 9 5 0 1  
T E L E P H O N E  ( 9 0 7 )  2 7 4 * 7 5 2 2  
C A B L E  A D D R E S S :  O E N A L I  

T E L E C O P I E R :  2 7 4 * 7 5 2 5  
TELEX:  0 9 0 - 2 6 3 6 7

5 9 0  U N IV E R S I T Y  A V E n  S U I T E  2 0 0  
F A I R B AN K S .  A L A S K A  9 9 7 0 1  
T E L E P H O N E  ( 9 0 7 ) 4 7 9 * 3 1 6 1  
C A B L E  A D D R E S S :  D E N A L I  

T E L E C O P I E R :  4 7 9 * 0 4 7 8

2 0 0  C H E N E G A  S T R E E T  
P .O.  B O X  7 6 7  

VA LOEZ .  A L A S K A  9 9 6 6 6  
T E L E P H O N E  ( 9 0 7 )  0 3 5 * 2 9 8 6

Re: House Bill 522

Dear Representative Navarre:

I am writing to you on behalf of State Farm Insurance
Company and Allstate Insurance Company to register our
opposition to House Bill 522. Of all the legislation pending, 
this legislation, if enacted, would by far have the most 
significant adverse effect on the insurance industry. We want 
to explain the reasons why we oppose House Bill 522, as well
as what we believe the practical effect of that legislation
will be.

The Unfair Claims Settlement Practices Act, as it 
presently exists, was passed to regulate claims settlement 
practice. This legislation was introduced by Governor Hammond 
in 1976, and his intent in introducing this legislation is 
clear from the letter he sent which accompanied the bill:

The bill gives the director of the division 
of insurance authority to investigate 
complaints and issue orders requiring persons 
to stop acts or practices in violation of the 
chapter. Once an order is issued, the bill 
provides that the director may also order a 
penalty of as much as $10,000.00 for each 
violation of the chapter and suspend or
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revoke the violator's license. In addition, 
the bill gives the director authority to seek 
injunctive relief to aid in the enforcement 
of the chapter.

This bill is a strong, consumer-oriented 
measure which gives the director of the 
division of insurance more power to deal with 
unfair and deceptive practices than he 
presently has. The remedies in this bill 
provide broad relief to the insurance 
consumer through the insurance director.

Vol. I House Journal 1976, at 24. (Emphasis added).

As you can see from this letter, the legislation 
granted to the Director of the Division of Insurance broad 
authority to investigate and regulate claims settlement 
practices. It is significant that even this authority was 
based upon the premise that a single instance was not itself a 
violation, but a violation occurs only where the acts are 
committed with such frequency to indicate a practice.

House Bill 522 would change the focus of the original 
legislation, and would instead allow a claimant a private 
civil cause of action based upon a single violation of this 
act. Furthermore, House Bill 522 would ali<.w a third-party 
claim, nt a private civil cause of action base i upon a single 
violation of this act. The practical ramifications of the 
enactment of House Bill 522 are thus significant, for the Bill 
would create a private civil cause of action in cases where 
such a cause of action is not presently recognized.

If House Bill 522 is enacted, virtually every time 
there is disagreement about liability or damages, there will 
be the potential for a private civil cause of action based on 
an alleged violation of the Unfair Claims Settlement Practices 
Act. That this will occur is evident from a simple examina­
tion of the mechanics of the settlement process in a typical 
liability case. Every case that involves a settlement arises 
from an occurrence which allegedly caused injury to a third 
party. In every such case, two questions must be addressed 
before there can be a settlement: (1) Whether the insured
was liable, and if so, the extent of his or her liability; and
(2) The damages caused to the third party by the insured. In 
many cases. the questions of liability and damage are 
relatively clear, however i many others, those questions are 
n o t .

-  2  -
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For example, Alaska has adopted judicially the concept 
of comparative negligence. This concept in essence provides 
that the party bringing the claim may be at fault as well, and 
that to the extent that party is at fault, he or she may not 
recover damages from the other side. The concept of com­
parative negligence requires a percentage allocation of
responsibility to the party bringing the claim if that party 
was at fault. Many times, whether the defendant was at fault 
to begin with and if so, the nature and extent of the
plaintiff’s comparative fault are items which are legitimately
and vigorously contested.

The same is true with respect to the question of 
damages. Since our legal system allows recovery for many 
types of damage that are not capable of being measured
objectively, in many cases we see a significant and legitimate 
conflict as to the amount of damages the person is entitled 
to, even when liability is relatively clear. For example, one 
of the most difficult cases to resolve is a soft tissue neck 
case, and this is true regardless of whether liability is 
clear or not. There is no test that can be given to objective­
ly determine the extent of the disability, and most such cases 
essentially turn on the credibility of the individual involved. 
This is also true in many other types of cases simply because 
there is no way to objectively measure certain types of damage 
such as pain and suffering.

If House Bill 522 is passed, an insurer would be 
exposed to a lawsuit virtually every single time a settlement 
offer made by a plaintiff is refused. Examples of such 
lawsuits in other states are numerous. For example, 
California has an Unfair Claims Settlement Practices Act which 
allows a private cause of action. In a recent case there the 
insurer refused a settlement offer made by the plaintiff, and 
the case proceeded to trial. Even though the jury ultimately 
awarded the plaintiff only one-fifth of that amount, the 
California Court still held the insurer could be found liable 
for failing to make proper efforts to settle the case.

It is virtually impossible to calculate the cost of 
such a system, for virtually every case that is settled would 
he settled under the shadow of an Unfair Claims Settlement 
Practices Act threat. Frankly, this is just about the worst 
thing that could be done by the legislature at a time when 
many insurance carriers have left the Alaska market, and the 
price of liability insurance has continued to rise. Instead 
of providing disincentives for insurers to do business in 
Alaska the legislature should provide incentives.
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As our system presently exists, there are tremendous 
incentives for insurers to expeditiously resolve cases. First 
of all, prejudgment interest presently runs at a rate of 10.5% 
per annum, and this alone is a significant incentive for an 
insurer to expeditiously resolve a case. A second incentive 
for an insurer to resolve a case is simply the cost of litigai- 
tion and the cost of claim handling. If an insurer can settle 
a case for a fair amount promptly, the insurer avoids the cosit 
of having its claims adjustor continue to deal with that case, 
and furthermore avoids the significant legal fees that, occur 
in the defense of virtually any personal injury lawsuit. A 
third incentive is the desire of both parties to avoid Rule 82 
attorneys fees. Yet an additional incentive is the statutory 
offer of judgment that parties can file pursuant to AS 
C9.30.065. If a plaintiff files such an offer of judgment and 
this offer is not accepted, and the plaintiff then recovers a 
larger amount than the offer, the plaintiff recovers an 
additional 2% in interest, for a total of 12.5% per annum,, 
from the time of the occurrence. These are significant 
incentives which are already present in our system which 
encourage both parties to expeditiously resolve claims, and 
frankly the system works well, for only a very small 
percentage of cases ultimately proceed to the courtroom.

If HB 522 is passed, the legislature in effect will 
create a new cause of action on the part of olaintiffs 
directly against insurance carriers. However, the legislature 
will be doing nothing to encourage plaintiffs to act more 
fairly and expeditiously in resolving disputes. It takes two 
parties to settle, and this legislation would govern the 
conduct of the insured party, but not the other party. If 
anything, the legislature should provide incentives for ajll 
parties, insured or not, to promptly and fairly resolve claims.

We know problems with claims have occurred in the past, 
and we suspect there will be occasional problems in the 
future, but disagreement is inherent in the adversarial system 
of justice. That system is now equally balanced, since 
neither a plaintiff nor an insured defendant may sue the other 
side for lack of good faith in negotiation. The passage of HB 
522 would change that balance.

The cost and availability of insurance is one of the 
most significant problems facing the legislature this year. 
Passage of HB 522 will complicate rather than assist the 
resolution of this problem. We strongly feel that claims 
settlement practices should continue to be overseen by the 
Division of Insurance through the broad powers granted by the

-  4 -
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present act. We thank you for the opportunity to comment on 
this issue.

Sincerely,

HUGHES THORSNESS GANTZ 
POWELL & BRUNDIN

By: j ^ \
Michael L. Lessmeier

MLL/mh
0419A

cc: Members of the House Labor and Commerce Committe
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Introduced: 1/29/86
Referred: Labor & Commerce
and Judiciary

BY SIJND, KOPONEN AND
1 IN THE HOUSE GRUENBERG

2 HOUSE BI!L NO. 522

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to unfair insurance claims settle-

7 ment practices; and providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 21.36.125 is amended to read:

10 Sec. 21.36.125. UNFAIR CLAIM SETTLEMENT PRACTICES. A person

11 may not commit or engage in with such frequency as to indicate a

12 practice any of the following acts or practices:

13 (1) misrepresent a fact [FACTS] or policy provision [PRO-

14 VISIONS] relating to coverage of an insurance policy;

15 (2) fail to acknowledge and act promptly on a communication

16 [UPON COMMUNICATIONS] regarding a claim arising under an insurance

17 policy;

18 (3) fail to adopt and implement reasonable standards for

19 prompt investigation of claims;

20 (4) refuse to pay a claim without a reasonable investiga-

21 tion of all of the available information and an explanation of the

22 basis _or denial of the claim or for an offer of compromise settle-

23 ment;

24 (5) fail to affirm or deny coverage of a claim [CLAIMS]

25 within a reasonable time of the completion of a proof-of-Joss state-

26 ment [STATEMENTS];

27 (6) fail to attempt in good faith to make prompt and equi-

28 table settlement of a claim [CLAIMS] in which liability is reasonably

29 clear;

- 1 -  HB 522
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1 (7) compel an insured or claimant [INSUREDS] to litigate

2 for recovery of an amount [AMOUNTS] due under an insurance policy

3 [POLICIES] by offering substantially less than the amount [AMOUNTS]

4 ultimately recovered in an action [ACTIONS] brought by the insured or

5 c laimant [THOSE INSUREDS];

6 (8) attempt to make an unreasonably low settlement by

7 reference to printed advertising matter accompanying or included in an

8 application;

9 (9) attempt to settle a claim on the basis of an applica-

10 tion that [WHICH] has been altered without the consent of the insured;

11 (10) make a claims payment without including a statement of

12 the coverage under which the payment is made;

13 (11) make known to an insured or claimant [INSUREDS OR

14 CLAIMANTS] a policy of appealing from an arbitration or court award

15 [AWARDS] in favor of an insured or claimant [INSUREDS OR CLAIMANTS]

16 for the purpose of compelling the insured or claimant [THEM] to accept

17 a settlement p i compromise [SETTLEMENTS OR COMPROMISES] less than the

18 amount awarded [IN ARBITRATION];

19 (12) delay investigation or payment of a claim [CLAIMS] by

20 requiring submission of unne. essary or substantially repetitive claims

21 reports and proof-of-loss forms;

22 (13) fail to promptly settle a claim [CLAIMS] under one

23 portion of a policy for the purpose of influencing a settlement

24 [SETTLEMENTS] under another portion [OTHER PORTIDNS] of the policy;

25 (14) fail to promptly provide a reasonable explanation of

26 the basis in the insurance policy in relation to the facts o.* applica-

27 ble law for denial of a claim or for the offer of a coimromise settle-

28 ment; or

29 (15) offer a form of settlement or pay a judgment in a [ANY]

HB 522  - 2 -
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manner prohibited by AS 21.89.030.

* Sec. 2. AS 21.36.125 is amended by adding new subsections to read:

(b) A claimant or insured who is injured by an act or practice

listed in (a) of this section may bring an action in court to recover 

damages for the injury against the person who commits or engages in 

the act or practice; in this subsection one occurrence of an act or 

pi .. tice listed in (a) of this section is sufficient to give the

claimant or insured the right to bring the action.

(c) In this section, "claimant" means a person who has been

injured by an insured.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

-3 - HB 522
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An Act relating to unfair insurance claims settlement practices; and 
providing for an effective date.

HB 522

SECTIONAL ANALYSIS
Prepared by Rep. John Sund's office.

Section l . subsections 1-7, 11-1j and 15 amend AS 21.36.125 so that 
all prohibited insurance claim settlement practices are 
listed in the singular instead of the plural.

Section 1 . subsection 7 states that a claimant cannot be forced into 
litigation by an insurer that is offering substantially 
less than the amount ultimately recovered from an 
insurance policy. The former language included only the 
insured in this section.

Section 2 adds a new subsection to AS 21.36.125 that permits an
injured claimant or insured to sue an insurance company 
for acting in bad faith by committing any of the acts 
listed in section 1. One occurrence of any of the listed 
acts is enough to bring action.

"Claimant" is defined as a person who has been injured by 
an insured.

Section 3 makes the Act effective immediately.



HB 522

An Act relating to unfair insurance claims settlement 
practices; and providing for an effective datQ.

OVERVIEW
Prepared by Rep. John Sund's office.

Present law recognizes that insureds can he victims of 
insurers' unfair claims settlements practices, but does not 
include claimants as potential victims. Moreover, no timely 
legal recourse is offered for a claimant who is dealing with 
an insurance company that is acting in bad faith.

If a claimant wants to bring suit against an insurance company 
for not handling a claim properly, he or she m u s t  wait until 
the claim itself is settled — * in or out of court. That could 
be a matter of years. Meanwhile, the insurance company could 
continue acting in bad faith, delaying the settlement and 
causing further injury to the claimant.

The State Division of Insurance has a consumer protection 
office, but it takes complaints only from insureds, not 
claimants who have been injured by insureds. The office also 
will not handle cases that have been taken to court.

HB 522 would recognize claimants as potential victims of 
unfair practices.

HB 522 also specifies that a claimant or insured may take 
legal action against an insurer acting in bad faith. That 
would allow the legal action at any time, not just after the 
claim itself has been settled.



STATE OF ALASKA 1986 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date:_____________

REQUEST_________________________________ FISCAL DETAIL__________
Bill/Resollition No.: ^6 5ZZ Agency Affected: LofniTt ,e & tCOn. Uev.
Title:___ An Act relating to unfair c laimsRRi)._________Division ot Insurance
settlement practices ana providing for a n ______________________________________
-£if-ective date. _ _________________  __________________ r, _______________
Sponsor: ^ un(j Components: Operations
Requestor: Sund ~
Date of Request: February 14, 1986 ____

EXPENDITURES I REVENUES : (Thousands of Dollars)
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND S STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

75.6 75.6 75.6 75.6 75.6

i
TOTAL OPERATING 75.6 75.6 75.6 7b.6 " 75.6

CAPITAL -0-) -0- 1 0 1 0 1 o
 

—
*

REVENUE 1 0 1 0 1 - o - l  -o-l -0-
FUNDING: (Thousands o f d o lla rs )

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

75.6 ' 75".6 75.6 / 5.6 / b . b

75.6 75.6 75.6 75.6 75.6

POSITIONS:
FULL-TIME
PARTTIME
TEMPORARY

2 2 2 2 2

A NALYSIS: Attach a s e p a ra te  page if necessary.
This bill would extend our consumer specialist operations (in Anchorage) to 
claimants. Only the insured-insurer relationship (with two miror exceptions) is 
covered at present.

Prepared by: Paul Troeh, Deputy Director

D iv is ion : ____ Insurance"

Approved by C om m iss ione r: '' '  ' '  - •
Agency: _________Commerce and Economic Development /

D is tr ibu tion  (by Agency p re p a r in g  fis ca l note):
Leg is la tive Finance -<
Leg is la tive Sponsor
Requestor
O ffice  o f Management a n d  Budge t ]
Im pacted Aqency(ies) p a g e ______ of
3578W21486a

Phone: 
Date: _

Date: _

465-2515
February 14, iyts6 

February 14, 1986

10/25/85



I’nv il l ' i l l  1 illc
Con sumer Cnmnlaint ~ 9

No. <■! I ’li.siliiMis 

. lfiA
Ita i i^e/Stcp a ll.uj;. Unit (ioy: Apprt/v, In sap p

1 II! 10 Sl.itUv

PFT
M a l l  Months ’

24
K l ’ Number l.ttcalion

Anchorage

blcct inn l.iiMrnt U i;,

Kci I’ii't ( o.lc I'umlim; .S onn c
l-Vilfral K m ' in K I L 'L ”

( i .  I- Malr l i

T lf i i i ' i . i l  1 it m i s 1(11)1

I-A Receipts 1 0 0 5

I ' luiT.i in K cm p l s 1 0 2 8

(.‘I I1 Receipts 1 0 4 1

Oilier

l or ll& M  Uio (July
K e y  N u m b e r

1 t r c  til t-Aremtiiurc Aiiumnl

1 2 3

S V 7 5 . 6

It. 'Melili

I ’le i i. ium I’.iv

t i : l . . r

Tidal ( V f ' . i i n l  Se rv ice s 7 5 . 6

Tr i ' l  l - 0 -

( ' im trn itJ . i l 4 . 8

C im:.iii<ulides .....  1.0
l .. |uijiuic iii / . 0
( i t i ier _

1nlal ( (i sl ' 80.4

88.4

88.4

Ju<iti lieali ('n

This bill will add "third party claimants" 
to those parties with access to our 
"consumer assistance" office. This will 
increase their work load by an estimated 
50%, with cases increasing in complexity by 
100%. It will also set up complex conflict 
of interest situations. A 100% staff 
increase at the intake officer level is 
required.

R e q u e s t  F o r  

N e w  P o s i t i o n

3578W21486a

Agency
l i K U

Component

Commerce and Economic Development

Insurance

Operations

F Y  tS7



AMERICAN COLLEGE OF NURSE-MID WIVES

ALASKA CHAPTER, BOX 9416 Hiland Road, Eagle River, AK 99577

March 18, 1986

Representative Mike Navarre 
Chairman, Labor and Commerce Committee 
House of Representatives 
Pouch V (MS 3100)
Juneau, Alaska 99811

Dear Representative Navarre:

This is a follow-up of my letter to your committee dated February 18th.

I understand that your committee has received a copy of draft legislation 
from Senator Fahrenkamp’s office regarding an amendment to the statute 
which created the Medical Indemnity Corporation of Alaska (MICA). This 
amendment would give certified nurse-midwives the opportunity to acquire 
liability insurance as independent providers. The current statute only 
allows for coverage of nurse-midwives if they are an employee of a MICA 
covered physician.

Several nurse-midwives in Alaska work with physicians who have chosen to 
'go bare'. These nurse-midwives will be out of business this summer and 
fall if alternative sources of coverage are not found. Certified nurse- 
midwives feel a moral and practical obligation to have liability insurance 
while providing care to childbearing women and infants.

In my previous letter, I mentioned that our national organization, the 
American College of Nurse-Midwives, is attempting to form its own insurance 
company. I recently received a copy of testimony presented to the United 
States Senate Committee on Commerce, Science and Transportation. (See 
enclosed). It is painfully obvious to me that while the ACNM has terrific, 
intentions, they have several barriers to deal with and I do not envision 
any help for us on the national level this year.

Of the 29 certified nurse-midwives in Alaska, 14 are clinically active and will 
need continuing liability coverage by September 1. An amendment to the MICA 
statute is our best answer at present and we ask that you endorse passage of 
this amendment this session.

Over 1,000 Alaska infants arrived with our help last year and we want to 
continue to provide our valued service.

Please contact me for further information if needed. I look forward to your 
reply.

Sincerely,

Marilyr. Pierce-Bulger, RN, MN, CNM 
Chairman, Alaska Chapter, ACNM 
wk 265-9245 hm 694-6076 
Enclosures



Professional Liability Insurance 
Certified Nurse-Miawives: 

Cost and Availability

United States Senate 
Committee on Commerce, Scienc 

and Transportation 
March 4, 1?96



Good morning. My name is Karen Ehrnman and I 

represent the American College of Nurse-Midwives (ACNM).

I have been invited to share with you the difficulties 

which certified nurse-midwives have in obtaining 

professional liability insurance coverage.

This testimony will chronicle the extensive yet un­

successful steps the College has taken on behalf of its 

members to obtain professional liability insurance. 

Additionally, I shall describe the obstacles resulting
I

from the decision made by the College to s.udy our options 

to assist nurse-midwives in establishing an independent 

mutual insurance company.

The imoact of this situation on America's small

business community is twofold: approximately one-third of 
*

our members are in private practice; another segment of 

our membership either owns or provides most of the health 

care in the nation's 140 birth centers. Until now, 

accredited birth centers have been a success story in the 

small business world. During the first three years of 

their operation, only eight to ten percent of these 

centers fail. By contrast, twelve centers have closed in 

1985 —  largely as a result of an inability to obtain 

professional liability insurance.
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As a result of the unavailability of insurance from 

the private sector, the establishment of an insurance 

company providing professional liability coverage is the 

only option available to nurse-midwives. Without this 

company, nurse-midwives will be forced to end their 

services to mothers and children across the United States. 

Birth centers will close and private practitioners will 

seek other livelihoods.

Background on ACNM

The American College of Nurse-Miawives (ACNM) is the 

professional organization for nationally certified nurse- 

midwives (CNMs) in the United States. There are 

approximately 2,500 members of the ACNM, representing 

close to 85% of the profession. A full 95% of the members 

carry some type of professional liability insurance 

coverage.

Certified nurse-midwives are highly trained health 

professionals. Educated in both nursing ant midwi-fery, 

they are specialists in maternal and child health care. 

They are licensed in all fifty states and provide care to 

the healthy woman before, during and after childbirth.

They are experts in normal gynecologic and family planning 

care. Each member of the College has been officially 

certified through a national written examination.



The nurse-midwives work in a variety of settings —  

such as private practices, university teaching hospitals, 

city hospitals, rural outreach centers, group health main 

tenance organizations, and health departments. Nurse- 

midwives deliver about three percent of the births in the 

United States. Approximately 75% of the births attended 

by certified nurse-midwives occur in hospitals, and
i**

another 15% occur in accredited birth "centers.
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ACNM also has reached a formal agreement out­

lining acceptable guidelines for working relationships 

with the American College of Obstetricians and 

Gynecologists.

Details of the Current Insurance Crisis

Since July, 1984, about 1400 CNMs have had profes­
sional liability insurance under a blanket ACNM policy 

written by the Mutual Fire, Marine ana Inland Insurance 

Company. The remaining 1100 members of the College are
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insured by their employers —  hospitals, health 

maintenance organizations, etc.

Mutual Fire notified ACNM in May, 1985 that the 

policy would not be renewed on July 1, 1985. ACNM's 

insurance was not renewed because of general conditions 

in the insurance industry —  the unavailability of rein­

surance —  and not because of its members' professional 

performance. Suits have been filed against only six 

percent of all nurse-midwives —  a number not considered 

high among medical professionals. By comparison, 66.9 ^

percent of obstetricians have been sued at least once 

according to the American College of Obstetricians and 

Gynecologists. In addition to the non-renewal of the 

blanket policy, over 300 individual certificates of 

insurance were cancelled this past July. These 

cancellations accounted for all of the individual 

certificates of insurance written after December 31, 1984; 

the remaining 1100 policies expired by December, 1985.

History of Insurance Coverage

Since the early 1970's, the American College of 

Nurse-Miawives has been able to obtain for its members a 

group policy that would pay up to one million dollars per 

claim. This one million dollar amount of insurance is the



amount which many hospitals require nurse-midwives to 

purchase in order to qualify for hospital privileges. It 

is this amount of insurance we want to make available to 

our members today.

Mutual Fire Marine and Inland Insurance was the 

third insurance carrier the ACNM has worked with in the 

past three years. The change in companies has been the 

result of three separate situations: 1) the inadequacy o 

the premium rate charged by one company; 2) the second 

company's withdrawal from the medical malpractice market 

and 3) the nonrenewal of the reinsurance treaties for ou 

most recent policy.

Steps Taken to Obtain New Insurance Policy

Early this year when ACNM received word that 

obtaining the master insurance policy might be difficult, 

we selected a "seasoned" broker with an excellent history 

of obtaining professional medical liability insurance. We 

believed that our broker understood what nurse-midwives 

are and that he would "market" us appropriately to the 

insurance industry. In search of a replacement for 

Mutual Fire we contacted 17 insurance companies in the 

United States. We were told that this represented most 

carriers in the U.S. who write professional liability
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insurance. We were turned down by all of these companies.

After these 17 formal rejections from major 

insurance companies, ACNM made personal appeals to 

several insurance company presidents. We did this for 

several reasons: to better inform them about the 

relatively low risk that certified nurse-midwives would 

place upon their companies; to understand their reason for 

not insuring nurse-midwives; and to be certain that our 

request for insurance had been given a full evaluation.

The response was still "no".

The American College of Nurse-Midwives again wrote to 

each of these 17 company presidents asking them to 

reexamine the decision. Many of these letters went 

unanswered. The message was clear —  no insurance.

Judging from the response we received from these 

insurance companies, we learned uhat many insurance 

companies had simply stopped writing malpractice policies. 

We also learned that within the speciality area of 

obstetrics, a crisis within a crisis was occuring.

Insurers c’aim that the large premium increases which 

obstetricians and others are experiencing are necessary 

because of loss of profit resulting from unexpected
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large numbers of claims and skyrocketing awards. What was

never actually said —  but implied —  was that the premium
\

levels necessary to cover CNMs would be beyond the reach 

of professionals making an annual salary of $25,000. 

Therefore, they offered no coverage at all.

But consumer groups, such as the National Insurance 

Consumer Organization (NICO), have accused the insurance 

industry of using misleading statistics in claiming a loss 

in 1985. Instead, NICO suggests the insurers have earned 

$6.6 billion. The ACNM is not an insurance analyst; 

we do know that nurse-midwives are not part of the 

malpractice insurance problem because of our very 

low rate of suits. We believe that it would have been 

possible for an insurance company to write a policy for 

nurse-midwives at a reasonable rate and based upon sound 

actuarial data. In fact, as I shall discuss later in this 

testimony, our plan is to do just that —  to establish an 

independent mutual insurance company which will under­

write CNMs at a reasonable rate.

State Level Initiatives

Our next course of action was to send nurse-midwives 

to talk with professional liability insurance companies in 

their states. The response was still "no". Nurse-



midwives talked to governors, .ate legislators, and state 

insurance commissioners. To date only one state out of 

fifty —  New Jersey —  has been able to offer insurance 

from a private carrier.

Still focusing at the state level, nurse-midwives in­

vestigated joint underwriting authority (JUA) and lo- ied

state legislators to extend joint underwriting authority••
to include nurse-midwives. We have been successful in 

implementing this in a number of states. However, 

for the most part, either the premiums for this coverage 

have been excessive or the amount of insurance offered has 

been less than required.

Other Considerations

As we evaluated the situation, nurse-midwives had 

little hope of obtaining affordable insurance from either 

the traditional insurers or the state JUAs. While these 

two options had been under consideration, the College's 

Board of Directors also commissioned a feasibility study 

on various options for self-insuring. Although this 

study indicated that it would be "feasible'1 for 

nurse-midwives to form an insurance company, the 3oard of 

Directors decided last summer that the insurance business
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was beyond the limited resources of nurse-midwives. The 1 

Board directed the staff of ACNM to look into working with 

other groups to self-insure or to join another group's 

self-insure program. The response to these inquiries was 

also "no", although ACNM continues to communicate with the 

American Nurses' Association (ANA) about forming a company 

for all nurses.

Another option involved asking Congress to consider 

establishing a nurse-miawife sponsored insurance program. 

At that time we had interested a primary insurer in 

writing the first layer of insurance coverage. That 

company would have written the first $100,000 of coverage 

and the federal government would have provided the excess 

coverage from $100,000 to one million dollars. Even as we 

discussed this with members of Congress, however, the 

primary insurer had a change of heart.

The Re-examination of Self-Insure

Consideration of all of the options discussed up to 

this point utilized an enormous amount of resources.

The process also strengthened the resolve of the leaders 

of the profession that searching for insurance could not 

become an annual event. Therefore the College's 3oara of
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Directors sought a second opinion on the self-insure 

options. This second evaluation confirmed the earlier 

one. In December, 1 9 e 5 ,  the Board of Directors decided t 

further study this option.

Forming an Insurance Company

The emotion which accompanied the decision to study 

helping certified nurse-midwives form an independent 

mutual insurance company was short-lived. Even after 

hiring consultants and attorneys, the road blocks before 

us are enormous.

Disregarding the very difficult financial problems, 

the following are some of the legal and technical 

complications which hinder the establishment of a company

The Claims-Made Policv

One technical proolem is the type of policy currentl 

being written —  a claims-made policy. In the past 

professionals have been able to purchase occurrence 

policies. There is a very important distinction between 

these two types of policies —  a distinction which is 

critical to nurse-midwives as well as pnysicians.

An occurrence policy insures for all claims *'*’ 

arising out of events which occurred during the covered



period regardless of when the claim is filed. A 

claims-made policy insures only those claims which are 

filed during the policy year no matter when the event 

occurred. Does it matter? Yes.

For example, under an occurrence policy issued 

in February 1986 - February 1987, the nurse-midwife 

would be covered for any claim related to a delivery 

during this calendar year, even if the family did not 

file the claim until the child entered elementary 

school or even college. A claims-made policy, on the 

other hand, would only cover those claims filed 

during the February 86 - February 87 calendar year.

To be covered for claims filed after this time period the 

professional must purchase "tail coverage".

What further complicates all of tnis is that in this 

insurance market it is impossible to buy a "tail" for 21 

years —  the coverage that nurse-midwives and 

obstetricians need. In addition, insurance companies 

will not quote e pri^e on a "tail" until it is needed, 

but we have been told it is likely to be two to three 

times the cost of a one year premium —  and can be more. 

We have been told by the insurance industry that primary 

insurers are switching to claims-made policies be-
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cause reinsurers will not write occurrence policies. 

Reinsurers argue that it is easier to anticipate costs 

with a claims-made policy.

Reoulatorv Roadblocks in Forming an Insurance Company

Simply stated, we have been informed by our legal 

counsel that under the insurance laws of virtually all of 

the states, a new insurance company could not write ■ 

insurance unless it became licensed in each of these 

states. This is a costly and time-consuming process that 

takes several years —  time we simply do not have. Also, 

the capital requirements of a few of the states exceed w- 

even our collective resources. Our legal counsel has 

reviewed the situation to see if exemptions from this 

licensing process exist, but none is .vailable to us due 

to the number, size and geographic spread of our 

membership.

In 1981, Congress realized that this almost identical 

problem existed for small businessmen affected by the lack 

of product liability insurance, when it enacted the Risk 

Retention Act. This Act allowed groups of business to 

form risk retention groups to collectively insure the 

product liability risks of the members cf the group 

without first becoming licensed as an insurer in any
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jurisdiction other than that of the domicile of the risk 

retention group itself. In 1985, Congress again realized 

that a similar proble n existed when the House and the 

Senate passed an almost identical bill (which is part of 

the Super Fund legislation now before Congress) to provide 

for risk retention groups for environmental impairment 

liability insurance.

We ask you to provide us with the same type of 

legislation to permit formation

for professional liability insurance for nurse-midwives 

and birthing centers.

Nurse-midwives Current Status: Temporary 
Insurance Coverage

In considering practicing without insurance, most 

CNMs, as well as most physicians, feel both a moral and 

practical obligation to protect their patients and 

themselves from any unintentional human error. In 

addition, many CNMs must carry professional liability 

insurance to retain their employment and/or hospital 

privileges.

In an attempt to keep practicing, most of our members 

purchased insurance during this past year from one of two



nursing groups whose policies did not include an exclusion 

of nurse-midwives. These organizations are the American 

Nurses' Association (ANA) and the Nurses' Association of 

the American College of Obstetricians and Gynecologists 

(NAACOG). The insurers of both of the groups have 

subsequently written into the policies exclusions of 

nurse-midwives. An informal survey of our membership 

indicates that this temporary coverage will begin to run 

out this spring and by next December no CNMs will have 

insurance if not provided by their employers or state JUA.

Requested Actions

I am certain you will agree with us that 

the formation of the insurance company over the next few 

months is critical. Congress can help. We urge 

Congress to: amend the 1981 Risk Retention Act; address

the problem of the unavailability of reinsurance; and 

establish the availability of occurrence-ty-'e policies.

1) Amend the 1981 Risk Retention Act:

An exmns i o n  of this law to allow groups such 

as ours co establish an insurance company is 

essential. The idea we seek to implement is after 

meeting the requiremer'^ in a selected state for 

establishing the company, the company would be able 

to write insurance in all fifty states. This is the
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