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i n f o r m  t h e  A s s o c i a t i o n  b o a r d  of t h e i r  d e s i r e  to b e c o m e  a 

g u a r a n t e e d  i s s u e  carrier. In addition, the b o a r d  is e m p o w e r e d  to 

d e s i g n  an a r r a y  of h e a l t h  c o v e r a g e  p r o d u c t s  by w h i c h  r e i n s u r a n c e  

w i l l  be p r o v i d e d .

2 1 . 5 5 . 0 4 0  —  r e q u i r e s  t h e  r e i n s u r a n c e  a s s o c i a t i o n  to  s u b m i t  a

p l a n  of o p e r a t i o n  to t h e  I n s u r a n c e  D i r e c t o r  for a p p r o v a l .  T h i s  

p l a n  a s s u r e s  fair, r e a s o n a b l e  and e q u i t a b l e  a d m i n i s t r a t i o n  of t h e  

A s s o c i a t i o n .  It d o e s  p e r m i t  t h e  D i r e c t o r  of I n s u r a n c e ,  a f t e r  

n o t i c e  and h e a r i n g ,  to a d o p t  r e a s o n a b l e  r e g u l a t i o n s  if the 

A s s o c i a t i o n  f a i l s  t o  s u b m i t  a s u i t a b l e  p l a n  of o p e r a t i o n  w i t h i n  

180 d a y s  f r o m  t h e  e f f e c t i v e  d a t e  of the bill.

2 1 . 5 5 . 0 5 0  —  e s t a b l i s h e s  s p e c i f i c  p r o v i s i o n s  for r e i n s u r a n c e  of 

e l i g i b l e  e m p l o y e e s  of a s m a l l  e m p l o y e r  or d e p e n d e n t s  of e l i g i b l e  

e m p l o y e e s .  By r e q u i r i n g  g u a r a n t e e d  issue c a r r i e r s  t o  a c c e p t  

g r o u p s  w i t h  g r e a t e r  t h a n  n o r m a l  risks, i n s u r e r s  n e e d  a s s i s t a n c e  

in s p r e a d i n g  t h e  g r e a t e r  risk, therefore, t h e  e s t a b l i s h m e n t  of 

t h e  R e i n s u r a n c e  A s s o c i a t i o n .  T o  r e d u c e  the v o l u m e  of r e i n s u r e d  

c l a i m s ,  r e i n s u r a n c e  is a v a i l a b l e  on a t h r e e - y e a r  basis. If 

r e i n s u r a n c e  w e r e  p e r m i t t e d  annually, i n s u r e r s  w o u l d  d e c l a r e  m o r e  

g r o u p s  o r  i n d i v i d u a l s  h i g h - r i s k  and u t i l i z e  r e i n s u r a n c e  m o r e  

o f t e n  i n c r e a s i n g  r e i n s u r a n c e  losses to u n a c c e p t a b l e  levels. 

B e c a u s e  r e i n s u r a n c e  w o u l d  be a imed at e m p l o y e r  g r o u p s  and 

e m p l o y e e s  k n o w n  to  be h i g h  risk, and b e c a u s e  the p r e m i u m  p r i c e  is 

c a p p e d  (1.5 t i m e s  the a d j u s t e d  a v e r a g e  m a r k e t  p r e m i u m  for g r o u p s  

a n d  5.0 t i m e s  for i n d i v iduals) to e n c o u r a g e  c a r r i e r s  to 

p a r t i c i p a t e  in t h e  s m all e m p l o y e r  market, in the a g g r e g a t e  the 

c o s t  of r e i n s u r e d  p e r s o n s  m a y  well e x c e e d  the r e i n s u r a n c e
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p r e m i u m s .  T h e  a d m i n i s t r a t i n g  i n s u r e r  w i l l  d e t e r m i n e  a n y  l o s s e s  

a n n u a l l y .  A n y  l o s s e s  a r e  c o v e r e d  t h r o u g h  a s s e s s m e n t s  f r o m  all 

m e m b e r s  in t h e  R e i n s u r a n c e  A s s o c i a t i o n  b a s e d  o n  t h e  m e m b e r ' s  

s h a r e  of t o t a l  p r e m i u m s  net of r e i n s u r a n c e  p r e m i u m s  p a i d  for 

c o v e r a g e  u n d e r  t h e  c h a p t e r  in the s m a l l  e m p l o y e r  m a r k e t ,  

i n c l u d i n g ,  t o  t h e  e x t e n t  p e r m i t t e d  u n d e r  ERISA, o t h e r  b e n e f i t  

a r r a n g e m e n t s  c o v e r i n g  s mall e m p l oyers. A s s e s s m e n t s  a r e  c a p p e d  at 

f o u r  p e r c e n t  of p r e m i u m s  c h a r g e d  for h e a l t h  b e n e f i t  p l a n s  

c o v e r i n g  s m a l l  e m p l o y e r s .

T o  a s s u r e  t h a t  i n s u r e r s  o n l y  ce d e  r i s k  to  t h e  r e i n s u r a n c e  

m e c h a n i s m  w h e n  n e c e s s a r y ,  t h e  p r e m i u m s  c h a r g e d  b y  t h e  r e i n s u r e r  

a r e  s e t  a t  1 . 5  t i m e s  t h e  a v e r a g e  a d j u s t e d  m a r k e t  p r e m i u m  p r i c e  

f o r  s i m i l a r  t y p e  g r o u p s  a n d  b e n e f i t s  or 5 t i m e s  t h e  a v e r a g e  

a d j u s t e d  p r e m i u m  m a r k e t  p r i c e  for i n d i v i d u a l s  w i t h  s i m i l a r  t y p e  

b e n e f i t s .  I n s u r e r s  are c o n s t r a i n e d  f r o m  r e c o u p i n g  t h e  i n c r e a s e d  

r e i n s u r a n c e  c o s t s  as t h e y  may on l y  a t t e m p t  to  r e c o u p  t h e  1.5 

t i m e s  a v e r a g e  a d j u s t e d  m a r k e t  p r e m i u m  p r i c e  w i t h i n  t h e  

c o n s t r a i n t s  o f  t h e  o v e r a l l  r a t i n g  b a n d s  d e s c r i b e d  bel o w .  O n l y  

t h e  l e v e l  o f  c o v e r a g e  p r o v i d e d  up to b u t  n o t  e x c e e d i n g  t h e  

c o v e r a g e  p r o v i d e d  in a small e m p l o y e r  h e a l t h  b e n e f i t  p l a n  is 

e l i g i b l e  f o r  r e i n s u r a n c e .

T h e s e  p l a n s  a r e  r e q u i r e d  to i n c o r p o r a t e  c o s t  c o n t a i n m e n t  

t e c h n i q u e s  d e v e l o p e d  by the board, i n c l u d i n g  b u t  n o t  l i m i t e d  to 

h i g h  c o s t  c a s e  m a n a g e m e n t ,  hos p i t a l  p r e c e r t i f i c a t i o n  t e c h n i q u e s  

a n d  o t h e r  c o s t  c o n t a i n m e n t  t e c h n i q u e s  e s t a b l i s h e d  by t h e  

A s s o c i a t i o n .
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W i t h i n  a s p e c i f i e d  t i m e  of t h e  c o v e r a g e  c o m m e n c i n g  

n o n g u a r a n t e e d  i s s u e  i n s u r e r s  m a y  r e i n s u r e  e l i g i b l e  e m p l o y e e s  and 

d e p e n d e n t s  w h o  w e r e  h i r e d  s u b s e q u e n t  to the c o v e r a g e  b e i n g  

o f f e r e d  by the i n s u r e r  a n d  w h o  are n o t  late e n r o l l e e s  . T h i s  

s e c t i o n  a l s o  r e c o g n i z e s  t h a t  f e d e r a l l y  q u a l i f i e d  H M O s  r e i n s u r a n c e  

p r e m i u m  m a y  be m o d i f i e d  to  r e f l e c t  the p o r t i o n  of t h e  r i s k  c e d e d  

t o  the A s s o c i a t i o n ,  i.e., f e d e r a l l y  q u a l i f i e d  b e n e f i t s  m a y  be 

d i f f e r e n t  fr o m  t h e  b e n e f i t s  d e t e r m i n e d  to be  i n c l u d e d  in the 

r e i n s u r e d  h e a l t h  p l a n s  b y  the r e i n s u r a n c e  board.

2 1 . 5 5 . 0 6 0 - 2 1 . 5 3 . 0 8 0  —  a r e  s e c t i o n s  e x e m p t i n g  t h e  A s s o c i a t i o n  

f r o m  t h e  A d m i n i s t r a t i v e  P r o c e d u r e s  Act, i m p o s i t i o n  o f  t a x e s  a n d  

l i m i t s  t h e  l i a b i l i t y  of  t h e  A s s o c i a t i o n  board.

2 1 . 5 5 . 1 0 0  —  S m a l l  E m p l o y e r  H e a l t h  I n s u r a n c e  P l a n s .  T h e  p r o g r a m  

a p p l i e s  to all h e a l t h  i n s u r a n c e  p l a n s  for i n d i v i d u a l s  a n d  g r o u p  

h e a l t h  b e n e f i t  p l a n s  if t h e y  p r o v i d e  c o v e r a g e  to  o n e  or  m o r e  

e m p l o y e e s  a n d  t h e  e m p l o y e r  pays all or p a r t  of t h e  p r e m i u m  a n d  

t h e  h e a l t h  p l a n  is a p p l i c a b l e  to t h e  IRS c o d e  s e c t i o n  26 U.S.C. 

106 or 26 U.S.C. 162.

T h i s  s e c t i o n  a l s o  e x e m p t s  all s m a l l  e m p l o y e r  h e a l t h  p l a n s  

(25 e m p l o y e e s  or  less) f r o m  a n y  r e s t r i c t i o n s  on a n  i n s u r e r ' s  

a b i l i t y  t o  n e g o t i a t e  w i t h  p r o v i d e r s  r e g a r d i n g  r e i m b u r s e m e n t  for 

s e r v i c e s  a n d  e l i m i n a t e s  t h e  r e q u i r e m e n t  t h a t  the b e n e f i t  p l a n  

c o v e r  s p e c i f i c  m a n d a t e d  b e n e f i t s  or c l a s s e s  of p r o v i d e r s .  T h e s e  

p r o v i s i o n s  w i l l  i n c r e a s e  the a f f o r d a b i l i t y  of s m a l l  e m p l o y e r  

h e a l t h  p l a n s  w h i l e  p r o v i d i n g  q u a l i t y  h e a l t h  c a r e  to  A l a s k a  

r e s i d e n t s .
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21. 5 5 . 1 1 0  —  U n d e r w r i t i n g  a n d  R a t i n g  R e q u i r e m e n t s .  T h i s  

p r o v i s i o n  p r o v i d e s  s t a b i l i t y  and p r e d i c t a b i l i t y  of rates; 

r e n e w a b i l i t y  of t h e  i n s u r a n c e  c o n t r a c t ;  g u a r a n t e e s  the 

a v a i l a b i l i t y  of i n s u r a n c e  to all s m a l l  e m p l o y e r s  and r e m o v e s  the 

c o n c e r n  of p e o p l e  w i t h  p r e e x i s t i n g  c o n d i t i o n s  t h a t  t h e y  v/ould 

h a v e  to  s a t i s f y  a d d i t i o n a l  p r e e x i s t i n g  c o n d i t i o n  e x c l u s i o n s  if 

t h e y  c h a n g e  jo b s  o r  if t h e i r  e m p l o y e r  c h a n g e d  i n s u r a n c e  c a r r i e r s .  

O n c e  s o m e o n e  h a d  s a t i s f i e d  a p l a n ' s  1 2 - m o n t h  p r e e x i s t i n g  

c o n d i t i o n  r e s t r i c t i o n ,  he  or she w o u l d  no l o n g e r  be r e q u i r e d  to 

s a t i s f y  t h o s e  r e q u i r e m e n t s  a g a i n  w h e n  c h a n g i n g  jobs or w h e n  the 

e m p l o y e r  c h a n g e s  insurers.

T h e  p r e m i u m  p r i c i n g  l i m i t a t i o n s  i n c l u d e d  in t h i s  c h a p t e r  

l i m i t s  a n  i n s u r e r ' s  a b i l i t y  to v a r y  r a t e s  for g r o u p s  in s i m i l a r  

g e o g r a p h y ,  d e m o g r a p h i c  c o m p o s i t i o n  a n d  p l a n  design. S p e c i f i c a l l y ,  

an i n s u r e r s  p r e m i u m s  for s i m i l a r  g r o u p s  c o u l d  not v a r y  by m o r e  

t h a n  35 p e r c e n t  for the c a r r i e r ' s  m i d p o i n t  rate. T h e r e  is a l s o  a 

15 p e r c e n t  l i m i t a t i o n  o n  h o w  m u c h  a c a r r i e r  c o u l d  v a r y  r a t e s  b y  

i n d u s t r y .  Fi n a l l y ,  c a r r i e r s  w o u l d  h a v e  to l i m i t  a g r o u p ' s  y e a r -  

t o - y e a r  p r e m i u m  i n c r e a s e s  to  no m o r e  t h a n  15 p e r c e n t  a b o v e  t h e  

c a r r i e r ' s  t r e n d  (the y e a r - t o - y e a r  i n c r e a s e  in t h e  l o w e s t  n e w  

b u s i n e s s  r a t e ) . T h e s e  p r o v i s i o n s  a s s u r e  t h e  s m a l l  e m p l o y e r  

a v a i l a b i l i t y  of a n d  a c c e s s i b i l i t y  to  p r e d i c t a b l e  a n d  r e n e w a b l e  

i n s u r a n c e  rates.

2 1 . 5 5 . 1 2 0  G u a r a n t e e d  I s s u e  C a r r iers. T h e  t o p  10 i n s u r e r s  in 

A l a s k a  b a s e d  on t o t a l  p r e m i u m  v o l u m e  in the s m a l l  e m p l o y e r  m a r k e t  

a r e  d e t e r m i n e d  to be g u a r a n t e e d  i s s u e  c a r r i e r s .  O t h e r  i n s u r e r s
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a r e  p e r m i t t e d  to be g u a r a n t e e d  i s s u e  c a r r i e r s  if t h e y  n o t i f y  the 

R e i n s u r a n c e  B o a r d  o n e  y e a r  in a d v a n c e  of t h e  i n s u r e r  b e c o m i n g  a 

so d e s i g n a t e d .  G u a r a n t e e d  issue c a r r i e r s  a r e  r e g u i r e d  t o  o f f e r  

a t  l e a s t  o n e  s m a l l  e m p l o y e r  h e a l t h  p l a n  to a s m a l l  e m p l o y e r  

r e q u e s t i n g  s m a l l  e m p l o y e r  cover a g e .  T h e s e  c a r r i e r s  m a y  r e i n s u r e  

a n  i n d i v i d u a l  or g r o u p  w i t h i n  the p r o v i s i o n s  of 2 1 . 5 5 . 0 6 0  a n d  

m u s t  c o m p l y  w i t h  t h e  R e i n s u r a n c e  B o a r d ' s  p l a n  of o p e r a t i o n  

r e q u i r e m e n t s  for g u a r a n t e e d  issue insurers.

2 1 . 5 5 . 1 3 0  S m a l l  E m p l o y e r  B e n e f i t  Plans. T h e  R e i n s u r a n c e  

A s s o c i a t i o n  b o a r d  is r e q u i r e d  to d e s i g n  s m a l l  e m p l o y e r  h e a l t h  

b e n e f i t  p l a n s  t h a t  a r e  e l i g i b l e  f o r  r e i n s u r a n c e .  T h e  b o a r d  a l s o  

d e s i g n s  t h e  b e n e f i t  levels, c o p a y m e n t s  a n d  d e d u c t i b l e s  f o r  t h e s e  

p l a n s .  T h e  s m a l l  e m p l o y e r  b e n e f i t  p l a n s  d e s i g n e d  b y  t h e  

r e i n s u r a n c e  b o a r d  a r e  t h e  on l y  b e n e f i t  p l a n s  w h i c h  m a y  be 

r e i n s u r e d .  B e n e f i t  p l a n s  w i t h  b e n e f i t s  e x c e e d i n g  t h e  s m a l l  

e m p l o y e r  b e n e f i t  p l a n  w i l l  only b e  r e i n s u r e d  to the l e v e l  of 

b e n e f i t s  i n c l u d e d  in t h e  b o a r d ' s  a p p r o v e d  plan. T h e  p l a n s  a r e  

p e r m i t t e d  t o  i n c l u d e  v a r i o u s  c o s t  c o n t a i n m e n t  f e a t u r e s  to  a s s u r e  

t h e  s e r v i c e s  a r e  m e d i c a l l y  a p p r o p r i a t e ,  r e n d e r e d  in t h e  

a p p r o p r i a t e  s e t t i n g  at r e a s o n a b l e  prices.

2 1 . 5 5 . 1 4 0  C o n d i t i o n s  for C e a s i n g  to Do B u s i n e s s .  I n s u r e r s  

c e a s i n g  t o  do  b u s i n e s s  in the s mall e m p l o y e r  m a r k e t  a r e  r e q u i r e d  

t o  g i v e  n o t i c e  of t h i s  d e c i s i o n  to  t h e  i n s u r a n c e  d e p a r t m e n t ,  t h e  

r e i n s u r a n c e  board, t h e  p o l i c y h o l d e r  a n d  the e m p l o y e r .  C o v e r a g e  is 

r e q u i r e d  to be c o n t i n u e d  for one y e a r  a f t e r  t h e  d a t e  of 

n o t i f i c a t i o n .  A n  i n s u r e r  is al s o  p r e v e n t e d  f r o m  r e e n t e r i n g  t h e  

s m a l l  g r o u p  m a r k e t  for at least fi v e  y e a r s  f r o m  t h e  d a t e  the
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n o t i c e  w a s  g i v e n  t h a t  t h e y  d e c i d e d  t o  c e a s e  t o  d o  b u s i n e s s  in 

t h i s  A l a s k a  market.

2 1 . 5 5 . 2 5 0  D e f i n i t i o n s .  T h i s  s e c t i o n  d e s c r i b e s  all t h e  t e r m s  u s e d  

in t h i s  c h apter.

S e c t i o n  3

T h e  t e r m  " i n s u r e r "  was r e d e f i n e d  for th i s  c h a p t e r  to i n c l u d e  

HMOs. T h e r e f o r e ,  it is n e c e s s a r y  t o  c r o s s  r e f e r e n c e  t h e  

d e f i n i t i o n  of H M O  for t h e s e  p u r p o s e s  to the p r o v i s i o n s  of t h i s  

c h a p t e r .  S e c t i o n  3 a c h i e v e s  this purpose.

S e c t i o n  4

T h e  t e r m  " i n s u r e r "  w a s  r e d e f i n e d  f o r  t h i s  c h a p t e r  t o  i n c l u d e  

h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n s .  T h e r e f o r e ,  it is 

n e c e s s a r y  t o  c r o s s  r e f e r e n c e  the o t h e r  s e c t i o n s  of t h e  i n s u r a n c e  

c o d e  r e l a t e d  to t h e s e  o r g a n i z a t i o n s  for t h e  p u r p o s e  of 

a p p l i c a b i l i t y  t o  t h i s  chapter.

S e c t i o n  5 T r a n s i t i o n .  Not all s e c t i o n s  of t h e  c h a p t e r  b e c o m e

e f f e c t i v e  u p o n  e n a c t m e n t .  T h i s  s e c t i o n  l i s t s  t h o s e  p o r t i o n s  of 

t h e  c h a p t e r  w h i c h  b e g i n  a t  d a t e s  l a t e r  t h a n  t h e  J u l y  1, 1991 

e f f e c t i v e  date.

S e c t i o n  6 L i s t s  t h e  e f f e c t i v e  d a t e  of t h e  c h a p t e r  as J u l y  1, 

1991.



! Icallli Insurance Association of America

A p r i l  23, 1991

Mr. R o d  M o u r a n t
O f f i c e  o f  S e n a t o r  D r u e  P e a r c e
A l a s k a  S t a t e  L e g i s l a t u r e
P. 0. B o x  V
J u n e a u ,  AI< 9 9 8 1 1

D e a r  Rod:

T h a n k  y o u  v e r y  m u c h  f o r  all o f  y o u r  a s s i s t a n c e  in h a v i n g  S B -  
242 m o v e  o u t  of c o m m i t t e e  a f t e r  its f i r s t  h e a r i n g  a n d  w i t h  o u r  
c o n c e r n s  a n d  o p p o s i t i o n  w i t h  SB-83. W o r k i n g  w i t h  y o u  h a s  b e e n  an 
a b s o l u t e  d e l i g h t !  I l o o k  f o r w a r d  t o  d o i n g  s o  a g a i n  in t h e  n e a r  
future.

If I c a n  e v e r  b e  of a n y  a s s i s t a n c e  to y o u  o r  S e n a t o r  Pearce, 
o r  if e i t h e r  of y o u  h a v e  a n y  q u e s t i o n s  r e g a r d i n g  SB-242, p l e a s e  
d o  n o t  h e s i t a t e  t o  c o n t a c t  me.

S i n c e r e l y

J ^ n  A n d r e a  M e i s e l s  
"State A f f a i r s  A s s o c i a t e

J A M : m l p

cc: G o r d o n  E v a n s

6052 Hackers lane Agoura I iills, CA 91301 1-110 818/991-6817 Telecopier 818/991-0722



I Icallli Insurance Association of America

A p r i l  23, 19 9 1

T h e  H o n o r a b l e  Dr u e  P e a r c e  
A l a s k a  S t a t e  S e n a t o r  
A l a s k a  S t a t e  L e g i s l a t u r e  
P. 0. B o x  V  
J u n e a u ,  AI< 9 9 8 1 1

D e a r  S e n a t o r  Pearce:

T h a n k  y o u  v e r y  m u c h  for all of y o u r  s u p p o r t  r e g a r d i n g  S B - 2 4 2  
a n d  H I A A 's s m a l l  g r o u p  m a r k e t  r e f o r m  l e g i s l a t i o n .  I a p p r e c i a t e  
y o u r  a s s i s t a n c e  in h a v i n g  t h e  b i l l  m o v e  o u t  of c o m m i t t e e  a f t e r  
its f i r s t  h e a r i n g  a n d  all t h e  t i m e  a n d  a t t e n t i o n  y o u  a n d  R o d  
M o u r a n t  t o o k  w i t h  m e  r e g a r d i n g  t h e  s u p p o r t  of S B - 2 4 2  a n d  o u r  
o p p o s i t i o n  a n d  c o n c e r n s  w i t h  SB-83.

I l o o k  f o r w a r d  t o  w o r k i n g  w i t h  y o u  in t h e  f u t u r e  o n  o t h e r  
p i e c e s  o f  l e g i s l a t i o n .

S i n c e r e l y

J a n  A n d r e a  M e i s e l s  
'State A f f a i r s  A s s o c i a t e

J A M : m l p

cc: G o r d o n  E v a n s

0052 Hackers Lane Agoura I lilLs, CA 91301 -1110 818/991-6817 Telecopier 818/991-0722



Miiropoiltkii Li(o Ini’n.'krico Company

One Madison Avenue, Hen York, NY 10010-3890 M e t r o p o l i t a n  L i f eAND AFFILIATED COMPANIES
Robert 0. FlectconstelnAssistant Vice-President Government and industry delations

T h e  H o n o r a b l e  V i r g i n i a  M. C o l l i n s  
Vic€t C h a i r ,  L a b o r  & C o m m e r c e  C o m m i t t e e  
S t a t e  S e n a t e  
J u n e a u ,  A l a s k a  9 9811

RE: S B  242

D e a r  S e n a t o r  C o l l i n s

M e t r o p o l i t a n  L i f e  s u p p o r t s  e f f o r t s  to r e f o r m  t h e  s m a l l  g r o u p  

h e a l t h  i n s u r a n c e  p r a c t i c e s  e m b o d i e d  in S B  242. We

r e s p e c t f u l l y  u r g e  y o u r  C o m m i t t e e  to f a v o r a b l y  r e p o r t  this 

bill.

S i n c e r e l y ,

A s s i s t a n t  V i c e  P r e s i d e n t

A p r i l  19, 1991 
R O F :w s b

cc: M3. J a n  A. M e i s e l s
H I A A

• • t o t a l  p a  ij e , o e «i



Financial
Group

Principal Mutual 
Life Insurance Company

April 19, 1991

The Honorable Virginia Collina 
Alaska Senate 
Vice Chairperson
Senate Labor 6 Commerce Committee 
Juneau, Alaoka 99811

RE Senate Bill 242 (Small Group Health Insurance Reform)

Dear Senator ColLinB

I am writing on behalf of Principal Mutual Life insurance company to 
support Senate Bill 2-12 relating to reforms in the Alaska small group 
health insurance markets. Principal Mutual in currently the sixth 
largest life insurance company in the United States measured by premium 
income and has been a major group health insurance carrier for many 
years.

We believe that Senate 3ill 242 will affectively address the problem that 
many small businesses face today in obtaining health insurance at a 
reasonable premium rate for all employees. Senate Bill 242 will 
guarantee access to coverage for those employees by establishing an 
industry supported reinsurance pool which spreads the losses associated 
with high risk employer groups. The National Association of Insurance 
Commissioners just this week took preliminary steps toward approving a 
model act which would be very similar to Senate Bill 242. Senate Bill 
242 will refine the existing insurance mechanism without unduly 
disrupting the marketplace.

Senate Bill 242 iB a responsible approach to dealing with the problem of 
employee access to small group health insurance. We strongly encourage 
your support of this measure. It will work for Alaskans.

Assistant Counsel

MTP:paa
\mtp\0419vc.ltr
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Alaska State Legislature
S E N A T E

P.O. Box V
S E N A T O R  V IR G IN IA  C O L L IN S  State Capitol

Juneau, Alaska 99811

S P O N S O R  S T A T E M E N T

S e n a t e  B i l l  242

S e n a t e  B i l l  242, " A n  A c t  r e l a t i n g  t o  h e a l t h  i n s u r a n c e  for 
s m a l l  e m p l o y e r s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

A s  t h e  c o s t  o f  h e a l t h  c a r e  h a s  i n c r e a s e d ,  a n  u n a c c e p t a b l e  
n u m b e r  o f  A l a s k a  r e s i d e n t s  a r e  c u r r e n t l y  w i t h o u t  a p p r o p r i a t e  
h e a l t h  c a r e  c o v e r a g e .  S m a l l  e m p l o y e r s  f i n d  i t  v e r y  d i f f i c u l t  
t o  o b t a i n  a f f o r d a b l e  c o v e r a g e ,  if a n y  c o v e r a g e  a t  all. O v e r  
90% o f  t h e  b u s i n e s s e s  in A l a s k a  a r e  c o n s i d e r e d  s m a l l  
b u s i n e s s e s ,  h a v i n g  25 o r  f e w e r  e m p l o y e e s .

T h e  H e a l t h  I n s u r a n c e  A s s o c i a t i o n  o f  A m e r i c a ,  a n  a s s o c i a t i o n  of 
300 p r i v a t e  h e a l t h  i n s u r a n c e  c o m p a n i e s  p r o v i d i n g  i n s u r a n c e  f o r  
95 m i l l i o n  A m e r i c a n s ,  d e v e l o p e d  a m o d e l  b i l l  t o  a d d r e s s  t h e  
i s s u e  o f  s m a l l  e m p l o y e r  h e a l t h  i n s u r a n c e  c o v e r a g e .  S e n a t e  
B i l l  242 is H I A A 1s m o d e l  b i l l .

T h e  f o c u s  o f  t h e  b i l l  is t o  m a k e  c e r t a i n  c h a n g e s  in t h e  s m a l l  
e m p l o y e r  i n s u r a n c e  m a r k e t  t o  p r o v i d e  m o r e  a c c e s s i b i l i t y ,  
r e n e w a b i l i t y ,  p r e d i c t a b i l i t y ,  a n d  s t a b i l i t y  f o r  t h e  s m a l l  
e m p l o y e r  w h o  h a s  3 t o  25 e m p l o y e e s .

T h i s  b i l l  c r e a t e s  t h e  S m a l l  E m p l o y e r  H e a l t h  R e i n s u r a n c e  
A s s o c i a t i o n ,  a p r i v a t e  n o n p r o f i t  l e g a l  e n t i t y .  A l l  i n s u r e r s  
i n  t h e  s m a l l  e m p l o y e r  i n s u r a n c e  m a r k e t  m a k e  u p  t h e  m e m b e r s h i p .  
T h e  A s s o c i a t i o n  a l l o w s  i n s u r e r s  t o  t r e a t  a l l  i n d i v i d u a l s  in a 
g r o u p  t h e  s a m e  way. H i g h  r i s k s  a r e  s p r e a d  b r o a d l y  t h r o u g h  t h e  
m a r k e t  r a t h e r  t h a n  c o n c e n t r a t e d  i n  o n e  s m a l l  e m p l o y e r  group. 
M a n a g e d  c a r e  a n d  o t h e r  c o s t  c o n t a i n m e n t  p r o v i s i o n s  m a y  b e  
i n c o r p o r a t e d  i n t o  t h e  s m a l l  e m p l o y e r  h e a l t h  p l a n s .  O n c e  
s o m e o n e  w i t h  a p r e e x i s t i n g  c o n d i t i o n  s a t i s f i e s  t h e  p r e e x i s t i n g  
c o n d i t i o n  r e s t r i c t i o n ,  h e  o r  she is n o t  r e q u i r e d  t o  s a t i s f y  
r e q u i r e m e n t s  a g a i n  w h e n  c h a n g i n g  j o b s  o r  w h e n  t h e  e m p l o y e r  
c h a n g e s  i n s u r e r s .  P r e m i u m  c o s t s  a r e  c a p p e d  a n d  r e i n s u r a n c e  
a s s o c i a t i o n  l o s s  a s s e s s m e n t s  a r e  c a p p e d .

T h e  S m a l l  E m p l o y e r  H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n  is a 
s e l f - s u p p o r t e d  a s s o c i a t i o n . T h e  o n l y  c o s t  t o  t h e  S t a t e  is for 
t r a v e l  b y  t h e  D i r e c t o r  of t h e  D i v i s i o n  o f  I n s u r a n c e .  T h a t  
c o s t  is m i n i m a l .

Y o u r  s u p p o r t  a n d  c o - s p o n s o r s h i p  o f  S e n a t e  B i l l  242 w o u l d  be 
a p p r e c i a t e d .

Official Business
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M E M O R A N D U M April 12. 1991

TO :
SUBJECT :

FRO M :

Small employer health insurance - (SB  242) 
Senator Virginia Collins 
M ichael F. Ford
Legislative Counsel

The follow ing is a section by section analysis o f SB 242:
Section 1 - Findings.
Section 2 -
Sec. 21.55.010 - Establishes the Small Employer Health Reinsurance Association and 
requires certain insurers to be members.
Sec. 21.55.020 - Establishes the board o f directors o f the association and provides fo r 
specific board representation and organization.
Sec. 21.55.030 - Establishes the general powers o f the association.
Sec. 21.55.040 - Requires the association to submit a plan o f operation to the director 
o f  the division o f insurance. A llows the director to adopt regulations to implement 
AS 21.55 if the association fails to submit a suitable plan o f  operation . Requires 
members to comply with the plan and establishes specific components o f  the plan.
Sec. 21.55.050 - Establishes specific provisions that apply to reinsurance provided by 
a member to employees o r dependents o f employees o f a small employer. Imposes 
certain restrictions on reinsurance o f group plans other than small em ployer health 
benefit plans and establishes limits fo r premiums charged fo r reinsured coverage and 
fo r coverage provided by a health maintenance organization. Provides fo r member 
assessments, by the administering insurer.
Sec. 21.55.060 - E xem pts the association fro m  the A d m in is tra tiv e  P rocedu re  A c t.



S ena to r V irg in ia  C o llin s
A p r i l  12, 1991
Page 2

Sec. 21.55 .070 - Exempts the association from  payment o f taxes, except fo r real o r 
personal p roperty taxes.
Sec. 21 .55 .080 - Provides immunity from  civil actions filed against a member o f the 
association fo r  a negligent act on beha lf o f  the association.
Sec. 21 .55 .100 - Establishes when an individual o r group health benefit plan is subject 
to AS 21.55 and provides that o ther laws requiring coverage, reimbursement, 
utilization, o r consideration o f  a specific health care provider do not apply to a health 
benefit plan provided to a small employer. Exempts a health benefit plan o ffe red to 
a small em ployer from  certain restrictions contained in other laws.
Sec. 21 .55 .110 - Establishes underwriting and rating requirements applicable to health 
benefits plans covering small employers.
Sec. 21 .55 .120 - Requires a guaranteed issue insurer to o ffe r at least one small 
em ployer health benefit plan and that the plan provide certain coverage. Allows a 
guaranteed issue insurer to reinsure, make special premium arrangements, o r appeal 
unfair administrative o r credit risk.
Sec. 21 .55 .130 - Requires the board to design small employer health benefit plans 
that are eligible fo r reinsurance by the association, including the form  and level o f 
coverage. Provides that a plan may include certain cost containment features. 
Requires the plan be submitted to the director o f the division o f  insurance fo r 
approval.
Sec. 21.55 .140 - Establishes certain conditions that must be met before an insurer o r
w elfa ie  arrangement may cease doing business in the small employer market.

J' 7/C M r  't'T? A- K - *c —

Sec. 21.55 .250 - Definitions.
Section 3 - Provides that a health maintenance organization is subject to the small 
em p loyer health insurance provisions contained in AS 21.55.
Section 4 - Provides that a hospital o r medical service corporation is subject to the 
sm all em p loyer health insurance provisions contained in AS 21.55.
Section 5 - Transition section.
S ection  6 - E ffe c tiv e  date.

M FF :p lm
91-250.p lm



H EA LTH  INSURANCE FOR S M A LL EM PLOYERS
(A NON-PROFIT LEGAL ENT ITY )

MEMBERS OF THE HEALTH REINSURANCE ASSOCIATION

LICENSED  HOSPITAL OR M ED ICAL SERV ICE CORPORATIONS 
W ELFARE ARRANGEMENTS / M ULT IPLE  EM PLOYER ARRANGEM ENT 
LICENSED  ALASKA HEALTH INSURERS OFFERING A HEALTH PLAN

BO A RD  O F  D IR E C T O R S

C O S T

SELF-SUPPORTED ASSOCIATION 
(ON LY  COST TO  STATE: 

D IRECTOR OF INSURANCE TRA VEL )



SB242

P U R P O S E
TO M AKE CERTAIN CHANGES IN  THE EM PLOYER 

INSURANCE M ARKET TO PROV IDE  MORE: ACCESS A B IL ITY , 
REN EW A B IL ITY , PRED ICTA B IL ITY , AND STA B IL ITY .
TO ENSURE FA IR ACCESS TO AND CONT INU ITY  OF 
COVERAGE FOR SM ALL EM PLOYERS AND THE IR  

EM PLOYEES.

H IG H L IG H T S
GUARANTEED ACCESS TO COVERAGE: A LL  SM ALL EM PLO YER  GROUPS 

W O ULD  BE ABLE TO  OBTAIN BASIC  COVERAGE REGARDLESS OF R ISK .
COVERAGE OF W HOLE GROUPS: NEITHER AN EM PLOYER NOR AN INSURER 

W OULD  BE  ABLE TO EXCLUDE FROM  GROUP COVERAGE, H IGH R ISK
IN D IV IDUA LS .

REN EW A B IL ITY  OF COVERAGE: AT RENEW AL TIME COVERAGE W O ULD  NOT 
BE CANCELLED DUE  TO DETER IORATING  HEALTH.

CONT INU ITY  OF COVERAGE: ONCE IN D IV ID U A L  MEETS PREEX IST ING  
CONDIT ION  RESTRICTIONS, HE OR SHE W O ULD  NOT HAVE TO MEET AGAIN 

W HEN CHANGING JOBS OR CARR IERS.
PREM IUM  PR IC ING  L IM ITS : INSURERS W O ULD  BE REQU IRED  TO L IM IT  HOW  

MUCH TH E IR  RATES COULD V A RY  FOR GROUPS S IM ILAR IN GEOGRAPHY, 
DEM OGRAPH IC  COMPOSITION AND PLAN DESIGN.
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SMALL EMPLOYER MARKET REFORMS AND REINSURANCE MECHANISM

O n  F e b r u a r y -21, -1991 t h e  H I A A  B o a r d  of D i r e c t o r s  r e a f f i r m e d  its 
c o m m i t m e n t  t o  t h e  c o m p r e h e n s i v e  set of r e c o m m e n d a t i o n s  a d o p t e d  a 
y e a r  a g o  t h a t  t h e  A s s o c i a t i o n  b e l i e v e s  c a n  be  a c h i e v e d  in t h e  
c o n t e x t  of a v i a b l e  p r i v a t e  m a r k e t p l a c e .  T h e  e s s e n c e  of our 
p r o p o s a l  is t o  m a k e  c e r t a i n  c h a n g e s  in t h e  m a r k e t  so t h a t  it 
p r o v i d e s  s u b s t a n t i a l l y  m o r e  p r e d i c t a b i l i t y  a n d  p r o t e c t i o n  to  t h e  
p u r c h a s e r s  of  c o v e r a g e .

T h e  s m a l l  e m p l o y e r  m a r k e t  p r e c e p t s  t h a t  t h e  H I A A  r e c o m m e n d s  are:

1. G u a r a n t e e d  A c c e s s  t o  C o v e r a g e .  A l l  s m a l l  e m p l o y e r  g r o u p s  
w o u l d  b e  a b l e  t o  o b t a i n  p r i v a t e  h e a l t h  i n s u r a n c e  f o r  b a s i c  
c o v e r a g e  r e g a r d l e s s  of t h e  h e a l t h  r i s k  t h e y  p r e s e n t .  A  
r e i n s u r a n c e  m e c h a n i s m  w o u l d  a l l o w  c a r r i e r s  t o  m a k e  t h i s  
b a s i c  p r o t o t y p e  b e n e f i t  c o v e r a g e  a v a i l a b l e  t o  a n y  s m a l l  
e m p l o y e r  f o r  n o  m o r e  t h a n  150 p e r c e n t  of t h e  a v e r a g e  p r e m i u m  
for s i m i l a r  g r o u p s .

2. C o v e r a g e  o f  W h o l e  G r o u p s .  C o v e r a g e  w o u l d  b e  m a d e  a v a i l a b l e  
to  e n t i r e  e m p l o y e r  g r o u p s ;  n e i t h e r  an  e m p l o y e r  n o r  an i n s u r e r  
w o u l d  b e  a b l e  t o  e x c l u d e  fr o m  t h e  g r o u p ' s  c o v e r a g e  
i n d i v i d u a l s  w h o  p r e s e n t  h i g h  m e d i c a l  risks.

3. R e n e w a b i l i t y  o f  C o v e r a g e .  A t  r e n e w a l  time, e m p l o y e r  g r o u p s  
a n d / o r  i n d i v i d u a l s  in t h e s e  g r o u p s  w o u l d  be a s s u r e d  t h a t  
t h e i r  c o v e r a g e  w o u l d  n o t  be  c a n c e l e d  b e c a u s e  of d e t e r i o r a t i n g  
h e a lth.

4. C o n t i n u i t y  o f  C o v e r a g e .  O n c e  a p e r s o n  is c o v e r e d  in t h e  
s m a l l  e m p l o y e r  m a r k e t  a n d  s a t i s f i e d  a p l a n ' s  p r e e x i s t i n g  
c o n d i t i o n  r e s t r i c t i o n s ,  he  or she w o u l d  n o t  h a v e  t o  m e e t  
t h o s e  r e q u i r e m e n t s  a g a i n  w h e n  c h a n g i n g  j o b s  o r  w h e n  t h e  
e m p l o y e r  c h a n g e s  c a r r i e r s .

5. P r e m i u m  P r i c i n g  L i m i t s .  I n s u r a n c e  c a r r i e r s  w o u l d  be  r e q u i r e d  
to l i m i t  h o w  m u c h  t h e i r  r a t e s  c o u l d  v a r y  f o r  g r o u p s  s i m i l a r  
in g e o g r a p h y ,  d e m o g r a p h i c  c o m p o s i t i o n  a n d  p l a n  d e s i g n .  M o r e  
s p e c i f i c a l l y ,  a c a r r i e r ' s  p r e m i u m s  for s i m i l a r  g r o u p s  c o u l d  
n o t  v a r y  b y  m o r e  t h a n  35 p e r c e n t  f r o m  t h e  c a r r i e r ' s  m i d p o i n t  
r a t e  ( h a l f w a y  b e t w e e n  t h e  lo w e s t  a n d  h i g h e s t  r a t e ) . T h e r e  
w o u l d  a l s o  be  a 15 p e r c e n t  l i m i t a t i o n  on  h o w  m u c h  a c a r r i e r  
c o u l d  v a r y  r a t e s  by  industry. F inally, c a r r i e r s  w o u l d  h a v e  
to l i m i t  a g r o u p ' s  y e a r - t o - y e a r  p r e m i u m  i n c r e a s e  to no m o r e
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t h a n  15 p e r c e n t  a b o v e  t h e  c a r r i e r ' s  " t r e n d "  (the y e a r - t o - y e a r  
i n c r e a s e  in t h e  l o w e s t  n e w  b u s i n e s s  r a t e ) .

G U A R A N T E E I N G  A V A I L A B I L I T Y

W
T h e  "t o p  t e n "  c a r r i e r s  in a states' s m a l l  e m p l o y e r  m a r k e t  w o u l d  
h a v e  to  g u a r a n t e e  i s s u e  p r o t o t y p e  b e n e f i t  c o v e r a g e  t o  ill 
a p p l i c a n t  s m a l l  e m p l o y e r  groups. O t h e r  ( n o n - t o p  ten) c a r r i e r s  
c o u l d  c h o o s e  t o  a l s o  a c t  as g u a r a n t e e d  i s s u e  c a r r i e r s ,  a l t h o u g h  
t h e y  w o u l d  n o t  b e  r e q u i r e d  t o  d o  so. T h e r e  w o u l d  b e  a p u b l i c l y  
a v a i l a b l e  l i s t  of g u a r a n t e e d  i s s u e  c o m p a n i e s .  I n s u r e r s  r e j e c t i n g  
g r o u p s  w o u l d  b e  r e s p o n s i b l e  for referri.ng t h e  g r o u p  t o  t h i s  li s t  
(or t e l e p h o n e  n u m b e r ) .

G u a r a n t e e d  i s s u e  c a r r i e r s  w o u l d  h a v e  a c c e s s  t o  b o t h  i n d i v i d u a l  
a n d  g r o u p  r e i n s u r a n c e  a t  issue, r e n e w a l  a n d  f o r  n e w  e n t r a n t s .  
T h e s e  c a r r i e r s  w o u l d  h a v e  to m a k e  p r o t o t y p e  b e n e f i t s  a v a i l a b l e  to 
al l  s m a l l  e m p l o y e r s ,  a t  a r a t e  of no m o r e  t h a n  150 p e r c e n t  o f  
a d j u s t e d  a v e r a g e  m a r k e t  p r e m i u m s .  T h e y  w o u l d  f a c e  n o  c o s t -  
s h a r i n g  f o r  g r o u p  r e i n s u r a n c e  (priced at 150 p e r c e n t  of  a d j u s t e d  
a v e r a g e  m a r k e t  p r e m i u m  m i n u s  a c e d i n g  f a c t o r ) , c o u l d  r e q u i r e  an 
a d v a n c e  p r e m i u m  d e p o s i t  (not t o  e x c e e d  t h r e e  m o n t h s )  f o r  p o o r  
c r e d i t  risks, a n d  c o u l d  m a k e  s p e c i a l  a r r a n g e m e n t s  t o  c o v e r  
e m p l o y e e s  in g r o u p s  w i t h  e x c e p t i o n a l l y  h i g h  e m p l o y e e  t u r n o v e r  
rates.

I n s u r e r s  t h a t  c h o o s e  n o t  to g u a r a n t e e  i s s u e  w o u l d  n o t  be 
o b l i g a t e d  t o  a c c e p t  a l l  a p p l i c a n t  s m a l l  e m p l o y e r  g r o u p s .
H o w e v e r ,  c o n s i s t e n t  w i t h  t h e  w h o l e  g r o u p  p r e c e p t ,  t h e y  w o u l d  be 
r e q u i r e d  t o  a c c e p t  o r  r e j e c t  e n t i r e  e m p l o y e r  g r o u p s .  T h e s e  
c a r r i e r s  w o u l d  o n l y  a c c e s s  t o  i n d i v i d u a l  r e i n s u r a n c e  a n d  o n l y  for 
n e w  e n t r a n t s  t o  e x i s t i n g  cases. T h i s  is t o  p r o v i d e  f i n a n c i a l  
r e l i e f  f o r  t h e  n e w  e n t r a n t s  t h a t  t h e y  w o u l d  be r e q u i r e d  t o  a c c e p t  
u n d e r  t h e  c o n t i n u i t y  p r e c e p t .

B o t h  g u a r a n t e e d  i s s u e  a n d  o t h e r  c a r r i e r s  w o u l d  h a v e  a c c e s s  t o  
i n d i v i d u a l  r e i n s u r a n c e  (priced a t  500 p e r c e n t  of a d j u s t e d  a v e r a g e  
m a r k e t  c l a i m s  e x p e r i e n c e ,  a n d  i n c l u d i n g  a $ 5 , 0 0 0  d e d u c t i b l e  b u t  
no c o i n s u r a n c e  p a y m e n t s ) . B o t h  c a r r i e r  t y p e s  w o u l d  b e  i n c l u d e d  
in t h e  a s s e s s m e n t  b a s e  for t i e r  one f i n a n c i n g  of  r e i n s u r a n c e  
l o s s e s .

N o n - g u a r a n t e e d  i s s u e  c a r r i e r s  t h a t  w i s h  t o  b e c o m e  g u a r a n t e e d  
i s s u e  c a r r i e r s ,  o r  g u a r a n t e e d  i s s u e  w i s h i n g  to b e c o m e  n o n­
g u a r a n t e e d  issue, w o u l d  be r e q u i r e d  t o  a n n o u n c e  o n e  y e a r  in 
a d v a n c e  t h e i r  i n t e n t i o n s  to change. C a r r i e r s  n e w l y  c o n v e r t i n g  to 
g u a r a n t e e d  i s s u e  w o u l d  not b e  a l l o w e d  to a p p l y  m o r e  f a v o r a b l e  
g u a r a n t e e d  i s s u e  r e i n s u r a n c e  t e r m s  to b u s i n e s s  a l r e a d y  on  t h e i r  
b o o k s  w h e n  t h e y  m a k e  s u c h  a change.

G u a r a n t e e d  i s s u e  c a r r i e r s  w o u l d  be a b l e  t o  a p p e a l  t o  t h e  
r e i n s u r a n c e  b o a r d  in t h e  e v e n t  t h a t  t h e y  e x p e r i e n c e d  a n  u n f a i r  
s h a r e  of a d m i n i s t r a t i v e  and c r e d i t  risks. W h e r e  t h e  B o a r d  f i nds
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t h a t  a c a r r i e r  h a s  e x p e r i e n c e d  s u c h  a n  u n f a i r  b u r d e n ,  a d e c r e a s e d  
r e i n s u r a n c e  p / i c e  t o  o f f s e t  a d m i n i s t r a t i v e  e x p e n s e s  m a y  be 
a l l o w e d ,  o r  a t e m p o r a r y  s u s p e n s i o n  of g u a r a n t e e d  i s s u e  m a y  be 
g r a n t e d  t o  t h e  carriex..

A  c a r r i e r  w o u l d  n o t  h a v e  to g u a r a n t e e  i s s u e  b u s i n e s s  r e c e i v e d  
f r o m  a n y  a g e n t  or  b r o ker, b u t  w o u l d  be  free to d i r e c t l y  i s s u e  
c o v e r a g e  t o  s u c h  b u s i n e s s  or to  e f e r  the b u s i n e s s  t o  o n e  of its 
o w n  a g e n t s .

H I A A  b e l i e v e s  t h i s  a p p r o a c h  a l l a y s  a p p r e h e n s i o n  o v e r  w h o  t h e  
d e s i g n a t e d  c a r r i e r  w o u l d  b e  a n d  w h a t  t h e i r  p r a c t i c e s  are.
A n o t h e r  m a j o r  a d v a n t a g e  of t h i s  a p p r o a c h  is t h a t  it d o e s  n o t  
m a n d a t e  t h a t  e v e r y  c a r r i e r  in t h e  m a r k e t  g u a r a n t e e  issue. T h i s  
w i l l  b e  m o r e  e f f i c i e n t  s i n c e  c a r r i e r s  t h a t  are o n l y  m a r g i n a l l y  
o p e r a t i n g  in a n u m b e r  of l o c a l  m a r k e t s  w o u l d  n o t  h a v e  t o  i n c u r  
a l l  o f  t h e  fixed- c o s t s  a s s o c i a t e d  w i t h  a c t i n g  as a d e s i g n a t e d  
c a r r i e r  (e.g., o f f e r i n g  a p r o t o t y p e  plan). F u rther, it w i l l  be 
e a s i e r  t o  m o n i t o r  c a r r i e r s '  c o s t  m a n a g e m e n t  of r e i n s u r e d  c a s e s  
s i n c e  t h e r e  w i l l  be  f e w e r  d e s i g n a t e d  c a r r i e r s  to  o v e r s e e .
F i n a l l y ,  i t  a v o i d s  t h e  p r o b l e m  of o n e  d e s i g n a t e d  c a r r i e r  (or a 
v e r y  s m a l l  n u m b e r  of d e s i g n a t e d  c a r r i e r s )  b e i n g  t r e a t e d  b y  
l e g i s l a t o r s  a s  a g u a s i - g o v e r n m e n t a l  p r o g r a m  and s u b j e c t  t o  
e x t r e m e l y  a d v e r s e  r e g u l a t o r y  o r  f i n a n c i a l  t r e a t m e n t  (e.g., 
s e t t i n g  r a t e s  b e l o w  m a r k e t  n o r m s ) .

D E F I N I N G  S M A L L  E M P L O Y E R  G R O U P S

E m p l o y e r - b a s e d  p l a n s  i s s u e d  t o  f i r m s  w i t h  o n l y  o n e  o r  t w o  
e m p l o y e e s  s h o u l d  be  e x c l u d e d  f r o m  t h e  s m a l l  e m p l o y e r  m a r k e t  
r e f o r m s  a n d  r e i n s u r a n c e .  S u c h  p l a n s  s h o u l d  c o n t i n u e  t o  be  
r e g u l a t e d  u n d e r  a s t a t e ' s  g r o u p  or  i n d i v i d u a l  i n s u r a n c e  laws.

H i g h  r i s k  p o o l s  s h o u l d  b e  e s t a b l i s h e d  in e v e r y  s t a t e  a n d  w o u l d  
a c t  t o  g u a r a n t e e  a v a i l a b i l i t y  of c o v e r a g e  t o  p e r s o n s  w i t h o u t  
a c c e s s  t o  e m p l o y e r  b a s e d  c o v e r a g e  (i.e., i n d i v i d u a l s  w i t h o u t  an 
a t t a c h m e n t  t o  t h e  w o r k p l a c e ,  as w e l l  as  h i g h  r i s k  p e r s o n s  
e m p l o y e d  b y  b u s i n e s s e s  w i t h  o n e  or t w o  e m p l o y e e s ) . H i g h  r i s k  
p o o l s  w o u l d  n o t  be  a v a i l a b l e  t o  i n d i v i d u a l s  w o r k i n g  f o r  f i r m s  
w i t h  a t  l e a s t  t h r e e  e m p l o y e e s  o f f e r i n g  e m p l o y e r - f i n a n c e d  c o v e r a g e  
t o  a n y  o r  a l l  e m p l o y e e s .

T h e  f o l l o w i n g  s m a l l  e m p l o y e r  m a r k e t  r e f o r m s  w o u l d  n o t  a p p l y  t o  
e m p l o y e r - b a s e d  i n d i v i d u a l  p o l i c i e s :  (a) g u a r a n t e e  i s s u e  —
c a r r i e r s  w o u l d  n o t  be  r e q u i r e d  to g u a r a n t e e  i s s u e  i n d i v i d u a l  
p o l i c i e s  t o  n e w  e m p l o y e r - b a s e d  g r o u p s  of  i n d i v i d u a l s  ( e x c e p t  for 
n e w  a d d s  t o  e x i s t i n g  g r o u p s  of i n d i v i d u a l s  as d e s c r i b e d  below) 
a n d  (b) r a t i n g  a n d  r e n e w a b i l i t y  r e g u l a t i o n  —  i n d i v i d u a l  r a t e s  
w i l l  n o t  b e  r e g u l a t e d  if t h e r e  is e f f e c t i v e  r a t e  r e g u l a t i o n  in a 
p a r t i c u l a r  st a t e .  In m a k i n g  a d e t e r m i n a t i o n  as t o  w h e t h e r  t h e r e  
is e f f e c t i v e  r e g u l a t i o n  of r a t e s  o n e  s h o u l d  a n a l y z e  t h e  
D e p a r t m e n t ' s  p r a c t i c e s  r a t h e r  t h a n  r e l y i n g  s o l e l y  o n  t h e
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I n d i v i d u a l  p o l i c i e s  w o u l d  n o t  h a v e  a c c e s s  t o  t h e  s m a l l  e m p l o y e r  
r e i n s u r a n c e  m e c h a n i s m .  Ho w e v e r ,  r e i n s u r a n c e  a s s e s s m e n t s  w o u l d  be 
i m p o s e d  o n  e m p l o y e r - b a s e d  i n d i v i d u a l  p o l i c i e s  for e m p l o y e r s  w i t h  
3 t o  25 l i v e s  t o  o f f s e t  t h e  r e l a t i v e l y  h i g h e r  c o s t s  d u e  t o  t h e  
g u a r a n t e e d  a v a i l a b i l i t y  of s m a l l  g r o u p  c o v e r a g e  to  all s m a l l  
e m p l o y e r s .

T h e  f o l l o w i n g  s m a l l  e m p l o y e r  m a r k e t  r e f o r m s  w o u l d  a p p l y  to 
i n d i v i d u a l  (as w e l l  as group) e m p l o y e r - b a s e d  p l a n s  for s m a l l  
e m p l o y e r s  w i t h  3 t o  25 e m p l o y e e s :  (a) T h e  H I A A  p r e c e p t  o n  w h o l e
g r o u p s :  t h e  s a m e  p l a n  m u s t  be m a d e  a v a i l a b l e  t o  a l l  e l i g i b l e  
e m p l o y e e s  o f  t h e  firm, i n c l u d i n g  h i g h  r i s k  e m p l o y e e s  a n d  n e w  a d d s  
an d  (b) P r e - e x i s t i n g  c o n d i t i o n s :  if a p e r s o n  w a s  c o v e r e d  b y  (or 
s a t i s f i e d  p r e e x i s t i n g  c o n d i t i o n  e x c l u s i o n s  under) t h e  p r e v i o u s  
e m p l o y e r - b a s e d  plan, t h e  n e w  e m p l o y e r - b a s e d  p l a n  m u s t  w a i v e r  
p r e e x i s t i n g  c o n d i t i o n  r e q u i r e m e n t s  f o r  t h o s e  c o n d i t i o n s .

F I N A N C I N G  S O U R C E S

F i r s t  t i e r  a s s e s s m e n t s  s h o u l d  b e  c a p p e d  a t  f o u r  p e r c e n t  of s m a l l  
e m p l o y e r  m a r k e t  p r e m i u m .  F o r  s e c o n d  t i e r  f i n a n c i n g ,  H I A A  s h o u l d  
be o p e n  t o  a r a n g e  of a l t e r n a t i v e  b r o a d  s o u r c e s  of f i n a n c i n g  t h a t  
m i g h t  b e  a c h i e v a b l e  in a g i v e n  state.

s t a t u t o r y  o r  r e g u l a t o r y  a u t h o r i t y  in p l a c e  in a p a r t i c u l a r  state.
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SB 242: "An Act relating to health insurance for small employers;
and providing for an effective date."

The department is in favor of this legislation.
One o f the more challenging issues facing th is country and A laska is the 
ever-increasing number of people unable to afford or even find health care 
insurance. Persons going from one employer to another who have acquired a 
medical condition find themselves, in too many cases, uninsurable.
Certain underlying conditions need to be m et to satisfy public expectations o f a 
health insurance m arket that can continue to be provided by private health  
insurers. These include: guaranteed access to coverage; coverage for entire 
groups, renewability of coverage; lim its on pricing; and continuity of coverage. 
This legislation addresses these issues by establishing a reinsurance mechanism  
comprised of a ll entities writing health care coverages in A laska. Through this 
mechanism , coverage is made available th a t provides tha t the preexisting 
conditions restriction is applicable to a person only one time. Once a covered 
person has satisfied the plans preexisting condition restriction, he or she would 
not have to again face the restrictions when changing employers or insurance 
company. The plan contained in the bill assures availability o f coverage, 
prevents picking and choosing o f employees in a group, assures renewability 
and places a cap on prem ium increases.
This legislation gives the private health care insurance system an opportunity  
to address these challenges.

Date:
f. Olds, Commissioner

G A O /D K /dg l9 415D  0 4 1 8 9 1b
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M E M O R AN D U M

TO: Senator Drue Pearce, Chair
Senate Labor and Commerce Committee

FROM: Senator Dick Eliaso

DATE: April 17, 1991

RE: SB 247 - Relating to the plumbing, mechanical, and boiler
standards of the state

I respectfully request a hearing in the Senate tabor and Commerce 
Committee to take testimony on Senate Bill 247, "Relating to the 
plumbing, mechanical, and boiler standards of the state."

This legislation adopts the 1991 Editions' of the Uniform Plumbing 
Code and the Uniform Mechanical Code as the plumbing and 
mechanical standards of the state. In addition, SB 247 upgrades the 
boiler code to allow automatic utility hot water heaters to be used 
for combined potable water and space heating. The safety 
specifications established by the Department of Labor that must be 
met are outlined in this legislation.

Thank you very much for your consideration of this request.

' r*.•LI K'rJP’
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217 Second Street, Suite 200 » Juneou, Alaska 99801 • Tel (907)586-1325, Fax (907)463-5480

April 30, 1991

Position  Paper

SB 247 - Updating the Plumbing Code

The Alaska Municipal League supports SB 247 which would adopt the 1991 edition 
of the Uniform Plumbing Code as the minimum plumbing code for the State of 
Alaska, and that allows a municipality to adopt and enforce codes that are at least 
as strict as the code.

Quoting from the AML’s 1991 Policy Statement:

"The League supports the adoption of the national plumbing codes as the 
standards for Alaska." (page 47)

By adopting the the 1991 edition of the Uniform Plumbing Code as the minimum 
plumbing code, the state can eliminate the conflicts that now exist among state and 
local building code officials, expedite municipal capital projects and private 
construction projects, and reduce construction costs.

Attached is City and Borough of Juneau Resolution No. 1505 on the same subject.

Attachment

sab6:pos.plumb

Member of the National League of Cities and the National Association of Counties



P r e s e n t e d  by: T h e  M a n a g e r
I n t r o d u c e d :  0 4 / 1 5 / SI
D r a f t e d  by: B.J.B.

S e r i a l  No. 1505

A  R E S O L U T I O N  U R G I N G  T H E  A L A S K A  L E G I S L A T U R E  T O  A D O P T  S E N A T E  
B I L L  NO. 247 W H I C H  W O U L D  A D O P T  T H E  1991 E D I T I O N  O F  T H E  U N I F O R M  
P L U M B I N G  C O D E  A S  T H E  M I N I M U M  P L U M B I N G  C O D E  F O R  T H E  S T A T E  O F  
A L A S K A .

W H E R E A S ,  t h e  1979 E d i t i o n  of t h e  U n i f o r m  P l u m b i n g  C o d e  is 
n o w  t h e  m i n i m u m  p l u m b i n g  c o d e  for t h e  S t a t e  of A l a s k a ,  a n d

W H E R E A S ,  m a n y  m u n i c i p a l i t i e s  in A l a s k a  h a v e  a d o p t e d  m o r e  
r e c e n t  e d i t i o n s  o f  t h e  U n i f o r m  P l u m b i n g  Code, a n d

W H E R E A S ,  c o n f l i c t s  n o w  e x i s t  a m o n g  s t a t e  a n d  l o c a l  
b u i l d i n g  c o d e  o f f i c i a l s  d u e  to  s t a t e  e n f o r c e m e n t  of t h e  1979 
U n i f o r m  P l u m b i n g  Code, p a r t i c u l a r l y  w i t h  r e g a r d  t o  t h e  u s e  of 
p l a s t i c  pipe, a n d

W H E R E A S ,  t h i s  c o n f l i c t  h a s  a f f e c t e d  m u n i c i p a l  c a p i t a l  
i m p r o v e m e n t  p r o j e c t s  as w e l l  as p r i v a t e  c o n s t r u c t i o n  p r o j e c t s ,  
a n d

W H E R E A S ,  t h e  w i d e s p r e a d  a n d  s a f e  u s e  of p l a s t i c  p i p i n g  
m a t e r i a l s  in A l a s k a  w i l l  l o w e r  b o t h  p u b l i c  a n d  p r i v a t e  s e c t o r  
c o n s t r u c t i o n  c o s t s  a n d  i n c r e a s e  t h e  r e s i s t a n c e  of p l u m b i n g  
s y s t e m s  t o  c o r r o s i o n  a n d  f r e e z e - t h a w  d a m age, and

W H E R E A S ,  t h e  A l a s k a  M u n i c i p a l  L e a g u e  a n d  m a n y  A l a s k a n  
p r o f e s s i o n a l  a s s o c i a t i o n s ,  i n c l u d i n g  t h e  f i r e  c h i efs, 
f i r e f i g h t e r s ,  b u i l d i n g  o f f i c i a l s ,  h o m e b u i l d e r s ,  a n d  a r c h i t e c t s  
h a v e  i n d i c a t e d  s u p p o r t  f o r  the a d o p t i o n  by  t h e  s t a t e  o f  t h e  
m o s t  r e c e n t  U n i f o r m  P l u m b i n g  Code, a n d

W H E R E A S ,  S e n a t e  B i l l  No. 247 w o u l d  a d o p t  t h e  1991 E d i t i o n  
of t h e  U n i f o r m  P l u m b i n g  C o d e  as t h e  m i n i m u m  p l u m b i n g  c o d e  for 
t h e  S t a t e  of  A l a s k a ,  a n d

W H E R E A S ,  t h e  C i t y  a n d  B o r o u g h  of J u n e a u  L o w  I n c o m e  
H o u s i n g  T a s k  F o r c e  r e v i e w e d  th i s  i s s u e  a n d  r e c o m m e n d e d  t h a t  
t h e  A s s e m b l y  a d o p t  a r e s o l u t i o n  u r g i n g  the A l a s k a  L e g i s l a t u r e  
t o  a d o p t  t h e  1 9 9 1  U n i f o r m  P l u m b i n g  Code, i n c l u d i n g  t h e  
p r o v i s i o n s  on p l a s t i c  p i pe;

RESOLUTION OF THE C IT Y  AND BOROUGH OF JUNEAU , ALASKA



NOW, T H E R E F O R E ,  B E  I T  R E S O L V E D  B Y  T H E  A S S E M B L Y  O F  T H E  
C I T Y  A N D  B O R O U G H  O F  J U N E A U ,  A L A S K A :

1. T h a t  t h e  A s s e m b l y  u r g e s  t h e  A l a s k a  L e g i s l a t u r e  t o  
a d o p t  S e n a t e  B i l l  No. 247 w h i c h  w o u l d  a d o p t  t h e  1 9 9 1  E d i t i o n  
of t h e  U n i f o r m  P l u m b i n g  Code, i n c l u d i n g  t h e  p r o v i s i o n s  
r e l a t i n g  t o  p l a s t i c  pipe, a s  t h e  m i n i m u m  p l u m b i n g  c o d e  f o r  t h e  
S t a t e  o f  A l a ska.

2. E f f e c t i v e  D a t e . T h i s  r e s o l u t i o n  s h a l l  b e  e f f e c t i v e  
i m m e d i a t e l y  u p o n  adopt i o n .

A d o p t e d  t h i s  15th d a y  of A p r i l ,  1991.

A t t e s t

-2- Res. 1505



U n ite d  A s s o c ia t io n  o f  J o u rn e y m e n  an d  A p p re n t ic e s  o f  th e  
P lu m b in g  a n d  P ip e  F it t in g  In d u s t r y

PLUMBERS (V: STEAM TITTERS LOCAL UNION NO. 367

610  W. 5 4T H  A V E N U E  • A N C H O R A G E , A L A S K A  99518 

D A R R E I I SM ITH , B U S IN E S S  M A N A G E R  

P H O N E  (907) 562-2810

‘ Cr1*11:-?' '«r

A p r i l  2 3 ,  1 9 9 1

D i c k  E l i a s o n ,  S e n a t o r  
S t a t e  o f  A l a s k a  
P . O .  B o x  "V"
J u n e a u ,  A l a s k a .  9 9 8 1 1

R e :  S e n a t e  B i l l  # 2 4 7 .  An A c t  r e l a t i n g  t o  t h e  P l u m b i n g ,
M e c h a n i c a l  a n d  B o i l e r  S t a n d a r d s  o f  t h e  
S t a t e  o f  A l a s k a .

D e a r  S e n a t o r  E l i a s o n :

T h e  p u r p o s e  o f  t h i s  l e t t e r  i s  t o  s u p p o r t  t h e  q u i c k  p a s s a g e  o f  
SB # 2 4 7 .  T h i s  L o c a l  U n i o n  h a s  b e e n  c r i t i c a l  o f  p r e v i o u s  
N a t i o n a l l y  e s t a b l i s h e d  P l u m b i n g  C o d e s  a n d  t h e i r  a d o p t i o n  i n  
A l a s k a .  We h a v e  r e c e i v e d  a n d  r e v i e w e d  t h e  "NEW" C o d e  s t a n d a r d s  
a n d  f e e l  t h e y  a r e  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  S t a L e  a n d  s h o u l d  
b e  a d o p t e d .

We a l s o  h a v e  r e c e i v e d  t h e  "NEW" B o i l e r  C o d e  u p g r a d e ' s  a n d  f e e l  
t h i s  w i l l  a l s o  b r i n g  t h e  S t a t e  o f  A l a s k a  i n t o  l i n e  w i t h  t h e  n e w  
t e c h n o l o g y  o f  h e a t i n g  s y s t e m s  a l r e a d y  i n  u s e  i n  o t h e r  S t a t e s .

A g a i n ,  I  w o u l d  e n c o u r a g e  y o u r  s u p p o r t  o f  t h i s  B i l l .

I f  I  m a y  b e  o f  f u r t h e r  a s s i s t a n c e  o n  t h i s  m a t t e r ,  p l e a s e  
a d v i s e .

R e s p e c t f u l l y ,

D a r r e l l  F .  S m i t h  
B u s i n e s s  M a n a g e r  
U . A .  L o c a l  3 6 7



I n t e r n a t i o n a l  C o n f e r e n c e  o f  B u i l d i n g  O f f i c i a l s

Alaska Southeast Chapter

P O S I T I O N  PAPER I N  SUPPORT OF SPONSOR SU BSTITU TE FOR 
SENATE B I L L  2 4 7  "AN ACT RELATING TO THE PLUMBING 

AND B O IL E R  STANDARDS OF THE S T A T E . "

O u r  m e m b e r s h i p  s u p p o r t s  the a d o p t i o n  of c o n s t r u c t i o n  s a f e t y  

c o d e s  in a t i m e l y  m a n n e r .  The 1991 v e r s i o n  of the U n i f o r m  P l u m b i n g  

C o d e  (UPC) a d o p t e d  b y  th i s  A c t  wi l l  c l e a r l y  s e r v e  the best 

i n t e r e s t s  of A l a s k a n  r e s i d e n t s .

P O B o x  2 1 1 4 1 1  A u k e  B a y ,  A K .  9 9 8 2  1
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May S ts s t

I------------ '

b i a a May 3, 1991

Afliliiuecl wiili NAMB

The Honor a b l e  Drue Pearce 
The Senate
Al a s k a  State L e gisla ture 
P 0 Bo x V (MS 3100)
Juneau, A K  99811

Dear Senator Pearce:

I am w r iting on behalf of the Building  Industry A ssociation  of 
Ancho r a g e  c oncer ning Senate Bill No. 247, a bill for an act 
en t it led "An A c t  re lating to the plumbing, mechanical, and boiler 
standards of the state." I w o u l d  encourage your considerat ion of 
wa iting to pass this bill out of committee until the proposed 
standards are available for and have gone through a review process.

The h o m ebuil ders in our A s s o c i a t i o n  are quite  active in the 
tMunicipality of Anchor a g e ' s  code review process. They are very 
c o g n izant of the process and the debate any  code changes undergo 
to be adopted. They are also aware that changes are usually not 
sweepin g nor nece ss a r i l y  impractical, so the idea of adopting the 
1991 e d ition of the U n i f o r m  Plumb i n g  Code, the 1991 edition of the 
U n i f o r m  Swim ming Pool, Spa, and H o t  Tub Code, and the 1991 edition 
of the U n i f o r m  Solar E n e r g y  Code is not inherently one we oppose.

It has, however, always been the p ractice to adopt any code or 
re v is ion to a code only after that code has been read and reviewed 
by committe es of individuals a f f ected by given  regulations. This 
gives interested parties an opp ort u n i t y  to clarify what is me ant 
by any changes and to a s c e r t a i n  w h e t h e r  or not adaptations to local 
condit ions will need to be made. This process makes any code more 
wo r k a b l e  and often more in line with the i nten t of the regulation.

W h i l e  the a b o v e - m e n t i o n e d  codes have-'.all b e e n  adopted by the 
In t er national A s s o c i a t i o n  of P l u m b i n g  and Me chan i c a l  Officials, 
copies of the codes to read and to review are not yet available, 
not even for the code o f f i cials w h o  will need to enforce them.
The M u n i c i p a l i t y  of A n c h o r a g e  is even now putt ing together the 
commit tees which will r e v i e w  these and several other codes in their 
e n t i r e t y  and in depth. This review process will be complete by the 
end of the summer. We urge y o u  to w a i t  on passing SB 247 until this 
can be a c c o m p l i s h e d  and i n f o rmed opinions about the codes involved 
may be made available to you.

Ve r y  truly,

M aiy  i \ . »»cuu
Executive* Officer

Building Industry Association of Anchorage, Inc.
7891 S ch o on , U n it E  • A n ch o rag e , A la sk a  99518  • (907) 522-3605
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E th ic s  H i i iw m

M E M O R A N D U M

TO: Senator Drue Pearce, Chair
Senate Labor and Commerce Committee

FROM: Sen; can

DATE: April 22, 1991

SUBJECT: Hearing schedule for Senate Bill 250.

I would like to request that you schedule Senate Bill 250, "relating to the 
certification of real estate appraisers; and providing for an effective 
date," for a hearing at your earliest convenience.

SB 250 will add another classification to the list of certified appraisers 
in Alaska. It provides for the creation of an Institutional Real Estate 
Appraiser classification to do appraisals of institutional property.

I thank you in advance for your favorable consideration of this request.

D istric t C
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<*aV'S B  2 5 0 :  "A n  A c t re la t in g  to  ih a  c e rt if ic a t io n  o f  r e a l e s ta te
ap p ra is e rs ; an d  p ro v id in g  f o r  a n  e ffe c tiv e  d a ta ."

S B  2 6 0  c rea te s  a  new  ce rtific a tion  ca teg o ry  fo r  in f lt itu t im ifl l r e a l e s ta te  
ap p ra ise rs  b y  am end ing  th e  r e a l e s ta te  a p p ra is e r  s ta tu te s  (A S  0 8 ,8 7 ). T h e  b i l l re q u ire s  in d iv id u a ls  w no a re  em p loyed  nu il-t im e  by a  f in a n c ia l in s t itu t io n  to  ob ta in  a  ce rtific a te  issu ed  by th e  B o a rd  o f  R e a l E s ta te  A pp ra ise rs , as p ro o f o f  sa tis fy in g  ed u ca tion a l an d  te sting  re q u irem en ts  in  com p lian ce  w ith  fe d e ra l law .
The in s t itu t io n a l r e a l e s ta te  a p p ra is e r c e rt if ic a te  is  v a lid  o n ly  d u r in g  th e  p e riod  in  wh ich th e  in d iv id u a l is  em p loyed  fu ll- t im e - b y  a  fin an c ia l in s t itu t io n  in  A la sk a . U n d e r  th is  category , in d iv id u a ls  w ho  p e r fo rm  r e a l e s ta te  a p p ra is e r  serv ices fo r  a  fin a n cia l in s t itu tio n  m u s t  m ee t lim ite d  q u a lific a t io n s  con s is ting  p r im a r i ly  o f  ed u ca tion a l and  te s tin g  re q u irem en ts , a n d  n o t  n e c e s s a r i ly  th e  experience re q u irem en ts  m anda ted  fo r  g e n e ra l o r  re s id e n t ia l r e a l e s ta te  app ra ise rs . #  j .
S ec tion  3  o f  th e  b i l l re p e a ls  and  reen ac ts  A S  0 8 .8 7 .1 1 0 (e ) to  c la r i fy  th e  " lim ite d 1 ce rtific a tion " p ro v is io n  b y  re p la c in g  th e  sec tion  w ith  specific languag e  id en tify in g  th e  fe d e ra l m anda te s .
S ince S B  2 5 0  a ttem p ts  t o  c la r i fy  an d  b r in g  th e  r e a l e s ta te  a p p ra is e r s ta tu te s  c lo se r in to  com p liance  w ith  th e  fe d e ra l m an d a te s , th e  d ep a rtm en t su p p o rts  passage o f  th is  b i l l .  • '

G le im A . O ld a , C om m iss ion e r 
D a te :

G A O /JS /d g l9417D
041 891b



STATE OF ALASKA
1891 LEGISLATIVE SESSION

'

BILL NO.
I

SB 250

Revision Dale: ----------------- ------------------ ---- Department Affected: Commerce & Economic Dev.
Title: R e la tin g ,________________________ ___ BRU: — Q ccupfillOB&l-L Iftftimfag _
o f  r e a l  —  ______ Component: A d a ln la x x a ^ la a - ^ ,
Sponsor: _ J = E u J iH S I2 L fu ,_____________
Requestor: _____________ _ COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

FUNDING: (Thousands of Dollars)

POSITIONS:

Estimate of current year impact: None

OPERATING FY 92 FY 93 FY 94 PY 95 FY 96 FY 97
PERSONAL SERVICES

TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS .
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE * * ft* 'k'k * * * * ft*

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0 0 0 0 .. 0 ................ 0

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 -J L _ L . .  SL ........ 0. .

TEMPORARY 0 0 0 0 0 J? ......

ANALYSIS; (Attach a separate page If necessary.) SB 250 c re a te s  a s e p a ra te  l i c e n s i n g  ca tego ry  
f o r  i n s t i t u t i o n a l  r e a l  e s t a t e  a p p r a is e r s .  New funds a re  n o t  r e q u i r e d  to  im p lem en t t h i s  
b i l l .  **Revenue w i l l  be g e n e ra te d  from a p p l i c a t i o n  and l i c e n s e  fe e s  however , a t t h i s  
t im e ,  we a re  u n a b le  to  p r o v id e  an e s t im a t e  u n t i l  we have some id e a  of th e  numbers of 
I n d i v i d u a l s  who w ou ld  be a f f e c t e d  by the b i l l .

Prepared By:
Division: _

J e n n i f e r  S t r i c k l e r ,  Adm in . O f f i c e r  
O c c u p a t io n a l  L i c e n s i n g {

jj
Approved by Commissioner: , Jg3£SlLAi 01d9 
Agency: Commerce  and Econom ic Deve lopment

Phone:
Date:

M5=lWi-
. - ________

Dale: -± jL £
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(lee).

Rev 10/90 - ■■Page_J__of



A L A S K A  M O R T G A G E  B A N K E R S  A S S O C IA T IO N
P.O. BOX 9-2691 / ANCHORAGE, ALASKA 99509-2691

A p r i l  16, 1991

S e n a t o r  J i m  D u n c a n  
A l a s k a  S t a t e  S e n a t e  
P. 0. B o x  V  
J u n eau, A l a s k a  9 9 8 1 1

Re: S e n a t e  B i l l  250

D e a r  S e n a t o r  D u n c a n :

O u r  A s s o c i a t i o n  a p p r e c i a t e s  y o u r  i n t r o d u c t i o n  of SB 250.
W e  s u p p o r t  p a s s a g e  o f  t h e  bill, w h i c h  w i l l  c o r r e c t  so m e  
t e c h n i c a l  p r o b l e m s  in  t h e  p r e s e n t  statute.

If w e  c a n  b e  of  a n y  a s s i s t a n c e ,  p l e a s e  c a l l  m e  at 257-3 4 4 2 .

L u c i l l e  S t i e t z
Chair, L e g i s l a t i v e  C o m m i t t e e



ALASKA CHAPTER
OF THE

A P P R A IS A L
INSTITUTE
A p r i l  18, 1991

T h e  H o n o r a b l e  J i m  D u n c a n  
T h e  S e n a t e  of A l a s k a  
3 1 1 1  »C" S t r e e t  
A n c h o r a g e ,  A l a s k a  9 9 5 0 1

RE: S e n a t e  B i l l  250

D e a r  S e n a t o r  D u n c a n :

T h e  n e w l y  o r g a n i z e d  A l a s k a  C h a p t e r  of t h e  A p p r a i s a l  I n s t i t u t e ,  
w h i c h  e n c o m p a s s e s  180 a p p r a i s e r s ,  w i s h e s  to  i n f o r m  y o u  o f  o u r  
s u p p o r t  o f  S e n a t e  Bi l l  250.

A t  o u r  M a r c h  m e e t i n g  t h e  p r o p o s e d  f r a m e w o r k  o:: t h i s  b i l l  w a s
d i s c u s s e d  a t  l e n g t h  and w a s  e n d o r s e d  b y  a n  o v e r w h e l m i n g  m a j o r i t y .  
W e  feel t h i s  t o  b e  a s i g n i f i c a n t  p i e c e  o f  l e g i s l a t i o n  t h a t  w i l l  
p o s i t i v e l y  a f f e c t  o u r  p r o f e s s i o n .

W e  l o o k  f o r w a r d  t o  w o r k i n g  w i t h  y o u  o n  t h i s  bill.

W A L / l l t

P.O. Bex 91055.* Anchorage, Alaska 99509
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SB 251: "Au Act relating to regulation of securities held by
insurers; and providing for an effective date."

The A laska Legislature passed the lim its on investments contained in AS 21.21 
for the purpose o f promoting the safety and soundness o f the A laskan domestic 
insurance industry. Various pieces o f AS 21.21 prevent an A laskan insurer 
from concentrating its investments in one particular type o f investment. 
Concentration in particular investment vehicles is unsafe. I f  that vehicle 
suffers problems, an insurer may become insolvent. As an example, the reader 
is referred to Executive Life Insurance Company’s, domiciled in California, 
concentration o f investment in jun k  bonds.
A  number o f years ago, the federal government, in an effort to provide a larger 
market for its agencies’ mortgage backed securities, passed legislation calling 
for a preemption at the state level o f all legislation which was designed to lim it 
the level for mortgage backed securities to which all state regulated financial 
entities were allowed to invest. This federal legislation provided a certain 
number of years for the states individually to opt out o f the loosening of 
mortgage backed security investment restrictions. SB  251 is A laska ’s legislation 
designed to opt ou t of this federal preemption.
The reader should note tha t this federal legislation was passed several years 
prior to the current general collapse o f real estate values that has occurred in 
the lower contiguous forty-eight states.
The Division of Insurance supports the passage of SB  251. A laska does not wish 
to have its standards lowered by the action o f others.

Glenn A. Olds, Commissioner 
Date:

GAO/EW F/JB/dgl9395D
041591a
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FISCAL NOTE

Revision Date: fZI _________
j j ( le; R egu la tion  o f  s e c u r i t ie s  he ld  

by in s u re rs

STATE OF ALASKA
1991 LEGISLATIVE SESSION

Sponsor:
Requestor:

Senate Labor <5 Commerce 
Senate Labor & Commerce

BILL NO. SB 251

Department Affected: 
BRU: Insurance

Commerce & Economic Dev.

Component: O perations

COMPONENT SERIAL NO. 5 f~T
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 i o 0 1 0 1 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0 0 0 0 0 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

Estimate of current year impact:.

ANALYSIS: (Attach a separate page if necessary.) 

No f in a n c ia l im pact on the  d iv is io n .

Prepared R v /^ p » ° a n  Brown, A d m in is tra t iv e  O f f ic e r ________  Phone: 465-2597
Division: * Insurance . Date:

Glenn A. OldsApproved by Commissioner:
Agency: Department o f  Commerce & Economic Development  Date: 6

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

Rev 10/90 Page 1 of 1
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MEMORANDUM State of Alaska
TO: Sen a to r D ru e  Pearce

C ha irm an , L abor &  C om m erce Com m ittee  
A laska  State Senate

d a t e : M ay 15, 1991
FILE NO.:

THRU: TELEPHONE NO.: (9 0 7 ) 4 6 5 - 2 5 0 0  
SUBJECT: H C S  S B  2 5 1  (L&C)

FROM: Larry Galloway
A ssis tan t Comnifcssimier 
D epartm en t o f C dm m erce

and E con om ic  Developm ent

S B  2 5 1  passed  the Sen ate  w ith y ou r m u ch  apprecia ted  floor m anagem en t. The  
B ill h a s  been m odified in  the H ou se . T h is  bill is cu rren tly  in H ou se  R u les  and  
ca len da r in g  is expected  sho rtly . T he  changes m ade do n o t im p a ir  the B ill 
w h ich  is u rgen tly  needed th is  sess ion . It accom p lish es  the sam e th ing as the 
Sen a te  version . W e w ou ld  very m u ch  app rec ia te  y ou r  a s s is tan ce  in seek ing  
Senate  con cu rren ce  w ith  the H ou se  am endm ents .
T he  p rin c ipa l difference betw een the two versions is th a t th e  H ou se  version  is 
m ore specific con cern ing  the  A la ska  s ta tu te s  app licab le  to the  secu ritie s  to be 
regu la ted . In ciden ta lly , o u r  con cern s on the federal p reem p tion  o f regu la tion  
o f th is  a rea  are n o t unw arran ted . T here h a s  been a  recen t in solvency directly  
re la ted  to th is  type o f investm en t. Its a  good exam ple o f w ha t can  h ap p en  
w hen too m any  o f the in su re r ’s “eggs are in one basket."
S h o u ld  y o u  have  any  q u e s tion s , D on  K o ch  (4 6 5 -2 5 7 7 )  in th e  D iv is ion  o f 
In su ran ce  is the person  hand ling  th is B ill in th is  D epartm en t. T h an k  you  for 
y ou r help  on th is B ill.



Business Insurance, Apill 15, l!)9|

Utah insurer’s failure 
triggered by GNMAs

By DOUGLAS McLf-ODIMtUVO, Utah--The p i o f  Southern American Insurance Co Innl yi*ar considered rcplnring some «»f Ifm Insurer's assets with Guvciu- JHDtlt National Mortgage Assn. se­curities at the same tirni* u Utah in - surer hr founded wan collapsing became Its GNMA iuvcstiucidn could nut lie verified.Commercial Suicty & liriuinnre Coip, was ordered llipildntrd Jan. 7 by n Utah judge after Male insurnme regulators were unable to rnnfittti that the Insurer nctually held S I M million In (INMAr that funned the hulk of its assets [HI, Feb. 4)Victor Uoirhrnls, Southern Ameri­can's president. hail proposed a simi­lar infusion of GNMAs for Ins corn- pnny blit dropped the Idea after the Utah Insurance Department warned him nlxnit the difficulty of confirm­ing ownership of the .securities.GNMA, an agency of the U.S. De­partment of Housing and Uihan De­velopment, guarantees principal and Interest payments to holders of mort­gage-bn eked securities.The securities are often held in "book entry" form, meaning that no actual certificates cltnnu1* hands. This makes it difficult to confirm owner­ship, since (he financial Institutions that keep records of securities trans­fers arc often unwilling to disclose Investors’ holdings to state regula­tors.The GNMAs were offered to both Commercial Surety and Southern American by Robert II Wyshnk k

Associates LtdCommercial Study wan formed by Mr Itmclu'ids and fiohcil V Minimi 
111 Novcinhei 1*1(17. shortly bcfoie Ml llurchetds agreed to buy Southern American from I lie Crump Cm. Inc (see stuiy, page I) However, Com- ineii'hil Suicty was not licensed until 11)119Mr Itmi'lieids, originally Commcr- rial Surety's chairman, had planned to assign ownership of Southern American to Commercial Surely, merging the two companies or mak­ing Southern Amerlcnn n Commer­cial Surety .subsidiary, dnrumrnt* filed with the Tennessee Insurance Department showThe merger never look place, though. Mr. IJorclit'ids resigned from Commercial Surety In early 1911!* and opr rated Southern American ns an Independent companyMr Morion--who also was a Southern American senior vp until his resignation in 19119—continued to operate Commercial Surety with var­ious titles, including president and vp. Mr Murton could not he reached to comment on Commercial Surety’s operationsCommcicial Surety was licensed in Utah in August inn!). Its stock was Issued to Mr. Murton in consideration for n bond portfolio that capitalized the company, Utah department docu­ments say.A dispute later arose over owner­ship of the boml portfolio, though, and Mr. Murton agreed to recapita­lize Commercial Surety with new

assets, the docmurnh My.Mr. Mtirlnn and Comir.rrrl.il Surety Vp Mnik C Hurdgc then fonuni u new imtipnuy, flurdge Mur- tnn Capital Corp., to unpilir assets to contribute to the insurer.The new assets llnrdgr Murton presented for the Utah department's approval in August IODO were $4 0 million In "hcgolloble registered tiu-.l receipts" evidencing ownership of n |HK)I of GNMA securities, according to Utuh depnitmeul dorumrtds.'Die trust receipts had been Issued to Drudge Mm ton by Wyshnk As­sociates, which nrled as custodian for the GNMAs Mr. Wyshnk told Insur­ance Department officials the securi­ties were "readily nvnilnhle and ac­cessible" lo Commercial Surely, and regulators approved the recapitaliza­tion on Aug .71, documents show.When the Utah department later (tied to confirm that Commercial Surety actually owned lire Instru­ments. It hit a dead end.Mr. Wyshnk, the department found, did not have Hie GNMAs In his possession. Instead, he pruvidrd regulators with a copy of an account statement showing Hint Dallas based Fidelity Asset Management Lid uni elated tu itnr.tnu-hnsvd Fidelity Investments held 11111% of the *lil million GNMA pool Fidelity Asset Management pur­portedly ludd the Securities tin behalf of the Gwendolyn Deuinnd Trust, which mainlnincd an niTiiunl at an­other institution. I .os Angetes-ha.sod Interbank Financial Ltd. lusurnurr Department documents say.Inter hank alsu did not have pm- scssion tif the GNMAs, and Utah ieg- ulnlors’ calls to Fidelity were not re­turned. documents say Gwendolyn Ormond is the mother- in-law of Geoige Eggleston, an asso­ciate of Mr Wysliak's who also was in contact with the Utah department on Commercial Surety’s GNMA holding1;. Mr Wyshak and others say Mr Eggleston currently Is on prn- bnliori after pleading guilty in US District (.’ourI in lac; Angeles in 11*112 tu federal mail fraud chrilges ielated to a tax shelter scheme Mr. EggU*Slnil served jail time after the guilty plea hut was I pleased in IDMR and remains 'in pinhatlon until 199.7, said David Snno. Mr. Eggles­ton’s ptol* ifion officer with the U S Probation Office in Santa Ana. Calif Attempting In linre ownership of the GNMAs by the pool number on the trust receipts. Utah regulators found that New York-bnsed Partici­pants Trust Corp actually held the purported Commercial Surety GNMAs for the benefit of six finan­cial institutions.Participants Trust would not Iden­tify the six Institutions, hut It told the Utah department Ihnt the largest sin­gle holding III the pool was about $12 million and that it would be un­usual for one institution to own 100% of any pool.On Oct 71, the Ulalr department demanded that Commercial Surety deliver the GNMAs or an equal amount of cash to a federally Insured bank by Nov 2. lire Insurer (ailed to comply with this demand, (hough, prompting regulators to issue a cease-ami desist order.Severn! days Inter, Mr Wyshnk and Mr. Eggleston also failed to produce the GNMAs or substitute securities os they had promised regulators they would. Insurance Department docu­ments say.Mr. Wyshak referred questions on this story to Mr. Eggleston, who could not l*c leached.Commercial Surety was placed under stale su|*(vlsion Nov. 7, ami a Utah judge granted the Utah depart­ment’s petition to liquidate the in­surer two months later Commercial Surety wrote about 1860,000 In surety bund premiums and related fees In 1090 The com­pany was found Insolvent by about

JIT) million nsnftkt 71. 1990.Ihdore Cnfiunetcbd Surety ran Into trouble with Its GNMA investments, Mr Itmclreids hud negotiated a simi­lar GNMA Infusion with Mr Wyshnk tu resolve Utah regulators’ objections to n Southern American unit’ll heavy Investment In mmtgnge loans.Southern American withdrew the GNMA proposal, though, after the Utah department warned Mr Hur- cheids last October- amid the search (or Commercial Surety’s purported GNMAs -that the serinillcs would not he approved without confirma­tion of their ownership and value, said Rllly W Ixrvelndy, the depart­ment’s chief examiner.Mr. Dotclrerds confirmed that he withdrew the GNMA proposal, but he said he was already having doubts nhout the deni before being warned by Utah regulators."We wasted two damn murttlw on that," lie said of the proposal. o
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RE: SB 2 5 1  Ch a n g e s

T h e  h o u s s  c h a n g e  m a k e s  d i r e c t  r e f e r e n c e  t o  t h e  s t a t u t e s  g o v e r n in g
IN VESTM ENT BY INSURANCE CO M PANIES.

NO SU B STA N TIVE CHANGES IN  THE B IL L .



Alaska State Legislature
H O U S E  O F  R E P R E S E N T A T I V E S

Office o f the C h ief Clerk

M E S S A G E  T O  T H E  S E N A T E

M a y  18, 1991

Mr. P r e s i d e n t :

T h e  H o u s e  h a s  p a s s e d  S E N A T E  B I L L  NO. 251 w i t h  t h e  f o l l o w i n g  

a m e n d m e n t :

H O U S E  C S  F O R  S E N A T E  B I L L  NO. 251 (L&C)
"An A c t  r e l a t i n g  t o  r e g u l a t i o n  o f  s e c u r i t i e s  h e l d  b y  i n s u r e r s ;  
a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e ."

a n d  i t  is t r a n s m i t t e d  f o r  c o n s i d e r a t i o n .

O l
r~ .

chief Clerk of the house



Alaska State Legislature
Senator Drue Pearce, Chair
Senator Virginia Collins, Vice Chair
Senator Dick Eliason 
Senator Rick Hallord 
Senator Jay Kerttula

WHILE IN JUNEAU 
P.O. BOX V
JUNEAU, ALASKA 99811 
(907) 465-3844

3111 C STREET, SUITE 150 
ANCHORAGE. ALASKA 99504 
(907) 561-2018SENATE LA BO R  AND  COM M ERCE 

COM M ITTEE

T O A L L  S E N A T O R S

FROM: S e n a t o r  D r u e  P e a r c e ,  Ch
L a b o r  & C o m m e r c e  C o m m i t

DATE: A p r i l  27, 1 9 9 1

RE: S B  2 5 1  - " A n  A c t  r e l a t i n g  t o  r e g u l a t i o n  of s e c u r i t i e s  h e l d
b y  i n s u r e r s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

A S  2 1 . 2 1  w a s  a m e n d e d  l a s t  s e s s i o n  t o  s e t  l i m i t s  on i n v e s t m e n t s  b y  
t h e  A l a s k a n  d o m e s t i c  i n s u r a n c e  i n d u s t r y .  T h e  i n t e n t  o f  t h a t  
l e g i s l a t i o n  w a s  to p r e v e n t  a n  A l a s k a n  i n s u r e r  f r o m  c o n c e n t r a t i n g  
its i n v e s t m e n t s  in a s i n g l e  t y p e  of  i n v e s t m e n t .  A  d i v e r s e  
i n v e s t m e n t  p o l i c y  h e l p s  i n s u r e  t o t a l  s o l v e n c y  s h o u l d  a s i n g l e  
i n v e s t m e n t  t y p e  fail.

I n  o r d e r  t o  i n c r e a s e  t h e  m a r k e t  f o r  f e d e r a l  a g e n c y  m o r t g a g e  
b a c k e d  s e c u r i t i e s ,  c o n g r e s s  p a s s e d  l e g i s l a t i o n  a f e w  y e a r s  a g o  
t h a t  w o u l d  a l l o w  a n  i n s u r e r  t o  c o n c e n t r a t e  t h e i r  i n v e s t m e n t s  in 
f e d e r a l  a g e n c y  b a c k e d  m o r t g a g e s .  T h e  s t a t e s  w e r e  p r o v i d e d  a 
w i n d o w  p e r i o d  t o  a d o p t  s t a t u t e  t h a t  a l l o w e d  t h e  s t a t e ' s  
i n v e s t m e n t  p o l i c i e s  t o  o v e r r i d e  t h i s  f e d e r a l  p o l icy.

G i v e n  t h e  r e c e n t  c o l l a p s e  of  re a l  e s t a t e  v a l u e s  in t h e  L o w e r  48, 
A l a s k a ' s  d i v e r s e  i n v e s t m e n t  p o l i c y  is p r e f e r e n t i a l  t o  a p o l i c y  
t h a t  w o u l d  a l l o w  a n  i n s u r e r  t o  c o n c e n t r a t e  in a s i n g l e  t y p e  o f  
i n v e s t m e n t .

S B  251 a l l o w s  t h e  s t a t e ' s  d i v e r s e  i n v e s t m e n t  p o l i c y  t o  p r e v a i l .

I u r g e  y o u r  su p p o r t .
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D r u e  ~

R e : J u n k  B o n d  I n v e s t m e n t s

D a v e  W a l s h  b r o u g h t  t h i s  o v e r  t h i s  m o r n i n g .  H e  s a y s  a l o o p  h o l e  
in  s t a t e  l a w  m a y  a l l o w  i n s u r a n c e  c o m p a n i e s  t o  p l a c e  o v e r  5% of 
t h e i r  i n v e s t m e n t s  i n  " j u n k  b o n d s " .  T h i s  w o u l d  c l o s e  t h a t  l o o p  
h o le.

T h e  s t a t e  h a s  k n o w n  a b o u t  t h i s  p o t e n t i a l  for t h e  l a s t  s e v e n  y e a r s
a n d  h a s  t a k e n  n o  a c t i o n .  T h i s  is t h e  l a s t  y e a r  w e  c a n  t a k e
a c t i o n .  D a v e  o n l y  b e c a m e  a w a r e  o f  t h e  s i t u a t i o n  in t h e  l a s t  
c o u p l e  o f  w e e k s .

D a v e  J m o w s  of  n o  o n e  w h o  o p p o s e s  t h i s  a c t i o n .

S h o u l d  I h a v e  i t  d r a f t e d ?



IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE -  FIRST SESSION 

A DILL

For an AcL e n t i t le d :  "An Act For the purpose o f  p re ve n tin g  Federal preem ption

oF s ta te  l im ita t io n s  on investm ents by insurance 

companies"

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

* S ection  1. The Federal preem ption p rov ided  In  the Secondary Mortgage 

Market Enhancement Act oF 1984, 15 U.S.C. S ection  7 7 r - l does no t app ly  to  

p ro h ib it io n s  o r l im i ta t io n s  on the purchase oF, h o ld in g  o f ,  o r investm ent in  

s e c u r it ie s  by persons tra n s a c tin g  the business o f  insurance in  A laska under 

AS 21.

* S ection  2. This Act takes e f fe c t  im m ed ia te ly .
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An Act

9H ST AT. I UK!)

!)8th Congress
I'n miiPtirl i(im S i t i i h I  ii"i Kxcliiini'.r A r t  of I HIM with ri"i|>rct lo I h r  I r r i i lm n i l  ol 

inorttjni’r  hnekril  ( irnlr ihrH. to iihtipiisp I lie o o th o r i lv  of I lit* rVilrrol  Niitioonl 
Morti 'n ijr  Assoctnlioii  mid th e  fVdprnl  Homo 1,01111 M oil | tm :r  Coriioriltioii, mill lor 
o th e r  purposes .

Hr it enacted hv the Sennit' anti 11 an an o f llepresentntives at the 
United States a f America in Uan/ness assembled, 'I'hal. this /\t:t mav 
l>o riled as the.’ “ Secondary Mortgage Market Enhancement Act of 
1984".

TITLE I-,SECURITIES LAWS AMENDMENTS

MOIITCACK ItKI.ATKD SEOUItlTY

S e c . Suction Illal ol the Securities Exchange Act of 1984 (15 
1J.S.C. 7Hc(a)l is amended by addinq the following new paragraph at 
the end thereof:

"(<111 The term 'mortgage related security’ means a security 
that is rated in one of the Iwo highest rating categories by at 
least one nationally recognized statistical rating organization, 
and either:

"(A) represents ownership of one or more promissory 
notes or certificates of interest or participation in such 
notes (including any rights designed to assure servicing of, 
or the receipt or timeliness of receipt hy the holders of such 
notes, certificates, or participations of amounts payable 
under, such notes, certificates, or participations), which 
notes:

" ( i) are directly secured by a firs t lien on a single 
parcel of real estate, including stock allocated to a 
dwelling un it in a residential cooperative housing cor­
poration. upon which is located a dwelling or mixed 
residential and commercial structure, or on a icsiuen- 
tia l manufactured home as defined in section (iO.'kli) of 
the National Manufactured Housing Construction and 
Safety Standards Act of 1974, whether such manufac­
tured home is considered real or personal property 
under the laws of the State in which it  is to he located: 
and

“ (ii) were originated by a savings and loan associa­
tion, savings bank, commercial bank, credit union, 
insurance company, or sim ilar institu tion which is su­
pervised and examined by a Federal or State authority, 
or by a mortgagee approved by the .Secretary of Hous­
ing and Urban Development pursuant to sections 205 
and 211 of the National Housing Act, or, where such 
notes involve a lien on the manufactured home, bv any 
such institution or by 
proved for insurance

I let. :i. I'.IKj 

|S  2IM«|

Si'comliirv 
Mnrli'.ngi! 
Msirki't 
I'ltilmni'cmi'iil 
Act ol l'.IX-l
12 use: mu
mill*.
linnks mid
Imnkiim
Itistl p roperty
IVrsonnl
prnpt-rtv.

12 USC fi 102.

12 USC 170!l. Tint).
jy  any financial iustitutiorugta-t CF 
by the Secretary of Hous^ ^ i^ ^ / ^ q AT^.,
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Cn'ilil.
I’roliihiliou

I’roliibilion.

IJrli iin  D e v e lo p m e n t  piiiMUsint. to  s u c t io n  2 o f  I h o  Nn- 
l ionul I li)iisiii |! Ai l.; o r  

"MB Is sn rw rc i l  hy  l ine  o r  m o r n  p r o m i s s o r y  n o to s  o r  cu r l i l i -  
('.•ill's o f  m ic ro s !  o r  p a r t i c i p a t i o n s  in s u c h  u n io n  (w i th  o r  
w i th o u t  n r o u r s o  (o t h e  i s s u e r  l l i o i c o P  no il ,  h y  i ls  I c r m s ,  
p r o v id e s  fo r  p a y m e n t s  ol p r i n c i p a l  in r e l a t i o n  to  p a y m e n t s ,  
o r  r e a s o n a b l e  p ro j e c t io n s  o f  p a y m e n t s ,  o n  n o t e s  m e e t i n g  t h e  
r e i p i i r c m c n t s  o f  s u b p a r a g r a p h s  (A) (i) a n d  (ii) o r  c e r t i f i c a t e s  
o f  i n t e r e s t  o r  p a r t i c i p a t i o n s  in p r o m is s o r y  n o t e s  m e e t in g  
s u c h  r e q u i r e m e n t s .

F o r  t h e  p u r p o s e  o f  t h i s  p a r a g r a p h ,  t h e  t e r m  ’p r o m is s o r v  n o t e ’, 
w h e n  u s e d  in  c o n n e c t io n  w i th  a m a n u f a c t u r e d  h o m e ,  s h a l l  a lso  
i n c l u d e  a  lo a n ,  a d v a n c e ,  or c r e d i t  s a l e  a s  e v id e n c e  by  a  r e t a i l  
i n s t a l l m e n t  s a l e s  c o n t r a c t  o r  o t h e r  i n s t r u m e n t . " .

APPLICABILITY OK MARGIN REQUIREMENTS

•Sue. 102. S ee l  ion  7 o f  t h e  S e c u r i t i e s  F.xcliane.e A c t  o f  I SUM (Hi 
U .S.C. 7Kg) is a m e n d e d  hy  a d d i n g  t h e  fo l lo w in g  n e w  s u b s e c t io n  a t  
t h e  e n d  th e r e o f :

" lg ) S u b j e c t  to  s u c h  r u l e s  a n d  r e g u l a t i o n s  a s  t h e  B o a rd  o f  G o v e r ­
n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m  m a y  a d o p t  in t h e  p u b l i c  in te re s t ,  
a n d  fo r  t h e  p r o t e c t i o n  o f  in v e s to r s ,  n o  m e m b e r  o f  a  n a t i o n a l  s e c u r i ­
t i e s  e x c h a n g e  o r  b r o k e r  o r  d e a l e r  s h a l l  b e  d e e m e d  to  h a v e  e x t e n d e d  
o r  m a i n t a i n e d  c r e d i t  o r  a r r a n g e d  fo r  t h e  e x t e n s i o n  o r  m a i n t e n a n c e  
o f  c r e d i t  f o r  t h e  p u r p o s e  o f  p u r c h a s i n g  a  s e c u r i t y ,  w i t h i n  t h e  m e a n ­
in g  o f  t h i s  s e c t i o n ,  hy  r e a s o n  o f  a  b o n a  l id e  a g r e e m e n t  for d e l a y e d  
d e l i v e r y  o f  a  m o r t g a g e  r e l a t e d  s e c u r i t y  a g a i n s t  fu l l  p a y m e n t  o f  t h e  
p u r c h a s e  p r i c e  t h e r e o f  u p o n  s u c h  d e l i v e r y  w i th i n  o n e  h u n d r e d  a n d  
e i g h t y  d a y s  a f t e r  t h e  p u r c h a s e ,  o r  w i t h i n  s u c h  s h o r t e r  p e r io d  a s  t h e  
B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m  m a y  p r e s c r ib e  by 
r u l e  o r  r e g u l a t i o n . " .

BORROWING IN THE COURSE OF BUSINESS

S ec . 103. S e c t i o n  8(a) o f  t h e  S e c u r i t i e s  E x c h a n g e  A c t  o f  11)31 (15 
U.S.C. 7 8 h (a ) )  is a m e n d e d  by  a d d i n g  t h e  fo l lo w in g  n e w  s e n t e n c e  a t  
t h e  e n d  th e r e o f :  " S u b j e c t  to  s u c h  r u l e s  a n d  r e g u l a t i o n s  a s  t h e  B o a rd  
o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m  m a y  a d o p t  in  t h e  p u o l ic  
i n t e r e s t  a n d  fo r  t h e  p r o t e c t i o n  o f  in v e s to r s ,  n o  p e r s o n  s h a l l  be 
d e e m e d  to  h a v e  b o r r o w e d  w i t h i n  t h e  o r d i n a r y  c o u r s e  o f  b u s in e s s ,  
w i t h i n  t h e  m e a n i n g  o f  t h i s  s u b s e c t io n ,  by  r e a s o n  o f  a  b o n a  l ide  
a g r e e m e n t  fo r  d e l a y e d  d e l i v e r y  o f  a  m o r t g a g e  r e l a t e d  s e c u r i t y  
a g a i n s t  fu l l  p a y m e n t  o f  t h e  p u r c h a s e  p r i c e  t h e r e o f  u p o n  s u c h  d e l i v ­
e r y  w i t h i n  o n e  h u n d r e d  a n d  e i g h t y  d a y s  a f t e r  t h e  p u r c h a s e ,  o r  
w i t h i n  s u c h  s h o r t e r  p e r io d  a s  t h e  B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  
R e s e rv e  S y s t e m  m a y  p r e s c r ib e  by  r u l e  o r  r e g u l a t i o n . " .

MORTGAGE RELATEU SECURITIES AS COLLATERAL

S ec . 104. S e c t io n  l l ( d K l )  o f t h e  S e c u r i t i e s  E x c h a n g e  A c t  of 11)34 
(15 U .S .C . 78 k (d X l) )  is a m e n d e d  b y —

t l )  i n s e r t i n g  " ( i )” b e tw e e n  " o r ’ a n d  " a n y  ; a n d  
12) i n s e r t i n g  t h e  fo l lo w in g  i m m e d i a t e l y  n i t e r  " t h i r t y - f i v e  d a y s  

a f t e r  s u c h  p u r c h a s e " :  " o r  (ii) a n y  m o r t g a g e  r e l a t e d  s e c u r i t y  
a g a i n s t  fu l l  p a y m e n t  o f  t h e  e n t i r e  p u r c h a s e  p r i c e  t h e r e o f  u p o n  
s u c h  d e l i v e r y  w i t h i n  o n e  h u n d r e d  a n d  e i g h t y  d a y s  a f t e r  suci i
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p u r c h a s e ,  o r  w i th i n  suc l i  s h o r t e r  p e r io d  ns t h e  C o m m is s io n  m a y  
p r e s c r ib e  by r u l e  o r  r e g u l a t i o n " ,

INVESTMENT HY DEPOSITORY INSTITUTIONS

S e c . 105. (a) S e c t io n  5(cKl) o f  t h e  H o m e  O w n e r ' s  L o a n  A c t  o f  1033 
(12 U .S .C . 14G4(cXD) is a m e n d e d  by  a d d in g  a t  t h e  e n d  t h e r e o f  t h e  
fo l low in g :

"(S) M o r t g a g e  r a c k e d  s e c u r i t i e s — In v e s t m e n t s  in  s e c u ­
r i t i e s  t h a t —

"(i) a r e  o f fe red  a n d  so ld  p u r s u a n t  to  s e c t io n  4(5) o f  
t h e  S e c u r i t i e s  A c t  o f  1933 (15 U.S.C. 77d(5)); o r  

"(Ii) a r e  m o r t g a g e  r e l n t e d  s e c u r i t i e s  (a s  t h a t  t e r m  is 
d e f in e d  in  s e c t io n  3(aX41) o f  t h e  S e c u r i t i e s  E x c h a n g e  
A c t  o f  1934 (15 U .S .C . 78c(aK41))), s u b j e c t  to  s u c h  r e g u ­
l a t i o n s  a s  t h e  B o a rd  m a y  p re s c r ib e ,  i n c l u d in g  r e g u l a ­
t i o n s  p r e s c r i b i n g  m i n i m u m  s ize  o f  t h e  i s su e  ( a t  t h e  t i m e  
o f  i n i t i a l  d i s t r i b u t i o n )  o r  m i n i m u m  a g g r e g a t e  s a l e s  
p r ic e s ,  o r  b o th . " .

(b) S e c t io n  107 o f  t h e  F e d e r a l  C r e d i t  U n io n  A c t  (12 U .S .C . 1757) is 
a m e n d e d —

(1) b y  r e d e s i g n a t i n g  p a r a g r a p h  (15) ns  p a r a g r a p h  (10); a n d
(2) b y  i n s e r t i n g  a f t e r  p a r a g r a p h  (14) t h e  fo l low ing :
"(15) to  i n v e s t  in  s e c u r i t i e s  t h a t —

"(A ) a r e  o f f e re d  a n d  so ld  p u r s u a n t  to  s e c t io n  4(5) o f  th e  
S e c u r i t i e s  A c t  o f  1933 (15 U .S.C. 77d(5)); o r

"(B) a r e  m o r t g a g e  r e l a t e d  s e c u r i t i e s  (a s  t h a t  t e r m  is 
d e f in e d  in  s e c t io n  3(aX41) o f  t h e  S e c u r i t i e s  E x c h a n g e  A c t  o f  
1934 (15 U .S .C . 78daX 41))) ,  s u b j e c t  to  s u c h  r e g u l a t i o n s  a s  
t h e  B o a rd  m a y  p r e s c r ib e ,  in c l u d in g  r e g u l a t i o n s  p r e s c r ib i n g  
m i n i m u m  s iz e  o f  t h e  i s s u e  ( a t  t h e  t i m e  o f  i n i t i a l  d i s t r i b u ­
t io n )  o r  m i n i m u m  a g g r e g a t e  s a l e s  p r ices ,  o r  b o th ; " .

(c) S e c t io n  5136 o f  t h e  R e v ise d  S t a t u t e s  (12 U .S .C . 24) is  n m e n d c d  
by  a d d i n g  a t  t h e  e n d  o f  p a r a g r a p h  S e v e n t h  t h e  fo l low ing : " T h e  
l i m i t a t i o n s  a n d  r e s t r i c t i o n s  c o n t a i n e d  in  th i s  p a r a g r a p h  a s  to  a n  
a s s o c i a t i o n  p u r c h a s i n g  fo r  i t s  o w n  a c c o u n t  i n v e s t m e n t  s e c u r i t i e s  
s h a l l  n o t  a p p ly  to  s e c u r i t i e s  t h a t  (A) a r e  o f f e re d  a n d  so ld  p u r s u a n t  to  
s e c t i o n  4(5) o f  t h e  S e c u r i t i e s  A c t  o f  1933 (15 U .S.C. 77d(5)); o r  (B) a r e  
m o r t g a g e  r e l a t e d  s e c u r i t i e s  ( a s  t h a t  t e r m  is d e f in e d  in  s e c t io n  
3(aX41) o f  t h e  S e c u r i t i e s  E x c h a n g e  A c t  o f  1934 (15 U .S .C . 78daX41))), 
s u b j e c t  to  s u c h  r e g u l a t i o n s  a s  t h e  C o m p t r o l l e r  o f  t h e  C u r r e n c y  m a y  
p r e s c r ib e ,  i n c l u d in g  r e g u l a t i o n s  p r e s c r ib i n g  m i n i m u m  s iz e  o f  th e  
i s s u e  ( a t  t h e  t i m e  o f  i n i t i a l  d i s t r i b u t i o n )  o r  m i n i m u m  a g g r e g a t e  s a l e s  
p r i c e s ,  o r  b o th ." .

PREEMPTION OF STATE TJVW

S e c . 10G. (aX l) A n y  p e r s o n ,  t r u s t ,  c o r p o r a t i o n ,  p a r t n e r s h i p ,  a s s o ­
c i a t i o n ,  b u s i n e s s  t r u s t ,  o r  b u s i n e s s  e n t i t y  c r e a t e d  p u r s u a n t  to  o r  
e x i s t i n g  u n d e r  t h e  la w s  o f  t h e  U n i t e d  S t a t e s  o r  a n y  S t a t e  s h a l l  be 
a u t h o r i z e d  to  p u r c h a s e ,  h o ld ,  a n d  in v e s t  in  s e c u r i t i e s  t h a t  a r e —

(A) o f f e re d  a n d  so ld  p u r s u a n t  to  s e c t io n  4(5) o f  t h e  S e c u r i t i e s  
A c t  o f  1933,

(B) m o r t g a g e  r e l a t e d  s e c u r i t i e s  ( a s  t h n t  t e r m  is d e f in e d  in 
s e c t io n  3(aX41) o f  t h e  S e c u r i t i e s  E x c h a n g e  A c t  o f  1934 (15 U .S.C. 
78daX 41))) ,  o r

Ante. p. UiB'J.

15 USC 77r-l. *
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I’rnltiliitiniis.

Kxptmuinn

SI iii iiif1
I'linciinpiit 
I ' d  imi.

12 USC 1717

»< 'I s e c u r i t i e s  is su ed  o r  g u a r a n t e e d  hy t h e  F e d e r a l  H o m e  L o o n  
M o r tg a g e  C o r p o r a t i o n  o r  t h e  F e d e r a l  N a t i o n a l  M o r t g a g e  
A sso c ia t io n ,

to  th e  s a m e  e x t e n t  l l ia l  s u c h  p e r s o n ,  t r u s t ,  c o r p o r a t i o n ,  p a r t n e r s h i p ,  
a s s o c ia t i o n ,  b u s i n e s s  t r u s t ,  o r  b u s i n e s s  e n t i t y  is a u t h o r i z e d  u n d e r  
a n y  a p p l i c a b le  la w  to  p u r c h a s e ,  bo ld  o r  in v e s t  in o b l i g a t i o n s  i s su e d  
by  o r  g u a r a n t e e d  a s  to  p r i n c ip a l  a n d  i n t e r e s t  b y  tin* U n i t e d  S t a l e s  o r  
a n y  ag en cy ,  o r  i n s t r u m e n t a l i t y  th e r e o f .

&I W h e r e  S t a l e  law  l im i t s  t h e  p u r c h a s e /  h o ld in g ,  o r  i n v e s t m e n t  in  
o b l ig a t io n s  i s s u e d  bv  t h e  U n i t e d  S l a t e s  by  s u c h  a  p e r s o n ,  t r u s t ,  
c o r p o r a t i o n ,  p a r t n e r s h i p ,  a s s o c ia t i o n ,  b u s i n e s s  t r u s t ,  o r  b u s i n e s s  
e n t i t y ,  s u c h  s e c u r i t i e s  t h a t  a r e —

IA) o f f e r e d  a n d  so ld  p u r s u a n t  to  s e c t io n  4(5) o f  tin* S e c u r i t i e s  
Act of 1933,

IB) m o r t g a g e  r e l a t e d  s e c u r i t i e s  (a s  t h a t  t e r m  is d e f i n e d  in  
s e c t io n  3 la l l41 )  o f  t h e  S e c u r i t i e s  E x c h a n g e  A c t  o f  1934 (15 U .S.C. 
78c(a)(41)l), o r

(C) s e c u r i t i e s  i s s u e d  o r  g u a r a n t e e d  by  t h e  F e d e r a l  H o m e  L o a n  
M o r tg a g e  C o r p o r a t i o n  o r  t h e  F e d e r a l  N a t i o n a l  M o r t g a g e  
A sso c ia t io n ,

s h a l l  b e  c o n s i d e r e d  to  b e  o b l ig a t i o n s  is su e d  by  t h e  U n i t e d  S t a t e s  for 
p u r p o s e s  o f  t h e  l i m i t a t i o n .

(I>) T h u  p ro v i s io n s  o f  s u b s e c t io n  (a) s h a l l  n o t  n p p iy  w i t h  r e s p e c t  to  
a  p a r t i c u l a r  p e r s o n ,  t r u s t ,  c o r p o r a t i o n ,  p a r t n e r s n i p ,  a s s o c ia t i o n ,  
b u s i n e s s  t r u s t ,  o r  b u s in e s s  e n t i t y  o r  c la s s  t h e r e o f  in n n v  S t a t e  t h a t ,  
p r i o r  tu  l lm e x p i r a t i o n  o f  s e v e n  y e a r s  a f t e r  t h e  d a l e  o f  t h e  e n a c t ­
m e n t  o f  t h i s  /vet. e n a c t s  ti s t a t u t e  t h a t  s p e c i f ic a l ly  r e f e r s  to  Ib is  
s e c t io n  a n d  e i t h e r  p r o h i b i t s  o r  p ro v id e s  fo r  a  m o r e  l im i te d  a u t h o r i t y  
to  p u r c h a s e ,  h o ld ,  o r  in v e s t  in s u c h  s e c u r i t i e s  hy a n y  p e r s o n ,  t r u s t ,  
c o r p o r a t i o n ,  p a r t n e r s h i p ,  a s s o c ia t i o n ,  b u s i n e s s  t r u s t ,  o r  b u s i n e s s  
e n t i t y  o r  c la s s  t h e r e o f  t h a n  is p ro v id e d  in s u b s e c t io n  (a). T h e  e n a c t ­
m e n t  by  a n y  S t a t e  o f  a n y  s t a t u t e  o f  t h e  t y p e  d e s c r ib e d  in t h e  
p r e c e d in g  s e n t e n c e  s h a l l  n o t  a f f e c t  t h e  v a l i d i t y  o f  a n v  c o n t r a c t u a l  
c o m m i t m e n t  to  p u r c h a s e ,  b o ld ,  o r  i n v e s t  t h a t  w a s  m a d e  p r i o r  t h e r e ­
to  a n d  s h a l l  n o t  r e q u i r e  ( l ie  s a l e  o r  o i l i e r  d i s p o s i t io n  o f  a n y  s e c u r i ­
t i e s  a c q u i r e d  p r i o r  t h e r e to .

i d  A n y  s e c u r i t i e s  t h a t  a r e  o f fe red  a n d  so ld  p u r s u a n t  to  s e c t io n  4(5) 
o f  t h e  S e c u r i t i e s  A c t  o f  19,‘13 o r  t h a t  a r e  m o r t g a g e  r e i a t e d  s e c u r i t i e s  
l a s  t h a t  t e r m  is d e f in e d  in s e c t io n  3 la ) (41 ) o f  t h e  S e c u r i t i e s  E x c h a n g e  
Vet o f  1934 (15 U .S.C. 7 S c (a )(41))) s h a l l  b e  e x e m p t  f ro m  a n y  law  o f  

a n y  S t a t e  w i th  r e s p e c t  to  o r  r e q u i r i n g  r e g i s t r a t i o n  o r  q u a l i f i c a t i o n  ol 
s e c u r i t i e s  o r  r e a l  e s t a t e  to  t h e  s a m e  e x t e n t  a s  a n y  o b l i g a t i o n  i s s u e d  
by  n r  g u a r a n t e e d  a s  to  p r i n c ip a l  a n d  i n t e r e s t  by  t h e  U n i t e d  S t a t e s  o r  
a n y  a g e n c y  o r  i n s t r u m e n t a l i t y  th e r e o f .  A ny S ta te  may, p r io r  to the  
exp ira tion .o ! seven years a fte r the date  o f th e  enactm ent o f th is  A c t .  
enact n s ta tu te  th a t spec ifica lly  refers, to th is  section and requ ires 
re g is tra tio n  o r.q U a lifica tio n  of. any. such se cu rity  on te rm s th a t  d iffe?  
from  (hose app licab le  to  any o b liga tio n  issued b y .th e  U n ite d  S ta ^s .

T I T L E  1 1 - S E C O N D A R Y  M O R T G A G E  M A R K E T  P R O G R A M S

LIMITATIONS ON PARTICIPATION AGREEMENTS

S ec . 201. (a) T h e  s ix t l i  s e n t e n c e  o f  s e c t io n  302(b)(2) o f  t h e  F e d e r a l  
N a t i o n a l  M o r* g a g e  A s s o c ia t io n  C h a r t e r  A ct is  a m e n d e d  to  r e a d  a s  
follows: " T h e  c o r p o r a t i o n  s h a l l  e s t a b l i s h  l i m i t a t i o n s  g o v e r n i n g  t h e  
m a x i m u m  o r i g i n a l  p r i n c i p a l  o b l ig a t i o n  o f  c o n v e n t i o n a l  m o r t g a g e s
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t h a t  a r e  p u r c h a s e d  b y  it; in  a n y  e a s e  in  w h ic h  t h e  c o r p o r a t i o n  
p u r c h a s e s  a  p a r t i c i p a t i o n  i n t e r e s t  in  s u c h  a  m o r tg a g e ,  t h e  l i m i t a t i o n  
s h u l l  b e  c a l c u l a t e d  w i t h  re sp ec t"  to  t h e  t o t a l  o r i g i n a l  p r i n c ip a l  
o b l ig a t io n  o f  t h e  m o r t g a g e  a n d  n o t  m e r e ly  w i th  r e s p e c l  to  t h e  
i n t e r e s t  p u r c h a s e d  by  t h e  c o r p o r a t i o n . " .

(b) T h e  f i f th  s e n t e n c e  o f  s e c t io n  305(aX2) o f  t h e  F e d e r a l  H o m e  
L o on  M o r tg a g e  C o r p o r a t i o n  A c t  is a m e n d e d  to  r e a d  a s  fo l low s: " T h e  
C o r p o r a t i o n  s h a l l  e s t a b l i s h  l i m i t a t i o n s  g o v e r n i n g  t h e  m a x i m u m  
o r i g in a l  p r i n c ip a l  o b l ig a t i o n  o f  c o n v e n t i o n a l  m o r t g a g e s  t h a t  a r e  
p u r c h a s e d  b y  it; in  a n y  c a s e  i n  w h ic h  t h e  C o r p o r a t i o n  p u r c h a s e s  a  
p a r t i c i p a t i o n  i n t e r e s t  in  s u c h  a  m o r tg a g e ,  t h e  l i m i t a t i o n  s h a l l  be  
c a l c u l a t e d  w i th  r e s p e c t  to  t h e  t o t a l  o r ig in a l  p r i n c ip a l  o b l i g a t i o n  o f  
t h e  m o r tg a g e  u n d  n o t  m e r e l y  w i t h  r e s p e c t  to  t h e  i n t e r e s t  p u r c h a s e d  
b y  t h e  C o r p o r a t i o n . " .

12 u s e ; n r . i

AUTHORITY OF FF.OERAI. HOME LOAN MORTGAGE CORI'ORATION TO 
PURCHASE LOANS ON MANUFACTURED HOMES

S ec. 202. (a) S e c t i o n  302(d) o f  t h e  F e d e r a l  H o m e  L o a n  M o r t g a g e  
C o r p o r a t io n  A c t  is  a m e n d e d  h y  i n s e r t i n g  a f t e r  " l o c a t e d "  t h e  fo l low ­
ing: " o r  a  m a n u f a c t u r e d  h o m e  t h a t  is p e r s o n a l  p r o p e r t y  u n d e r  t h e  
la w s  o f  t h e  S t a t e  in  w h ic h  t h e  m a n u f a c t u r e d  h o m e  is lo c a t e d " ,

(b) S e c t io n  302(h) o f  t h e  F e d e r a l  H o m e  L o a n  M o r tg a g e  C o r p o r a t i o n  
A c t  is  a m e n d e d  b y  a d d i n g  a t  t h e  e n d  t h e r e o f  t h e  fo l lo w in g  n e w  
s e n te n c e :  " T h e  t e r m  ‘r e s i d e n t i a l  m o r t g a g e 1 a l s o  i n c l u d e s  a  l o a n  o r  
a d v a n c e  o f  c r e d i t  s e c u r e d  b y  a  m o r t g a g e  o r  o t h e r  l ien  o n  a  m a n u f a c ­
t u r e d  h o m e  t h a t  is  t h e  p r i n c i p a l  r e s id e n c e  o f  t h e  b o r r o w e r ,  w i t h o u t  
r e g a r d  to  w h e t h e r  t h e  s e c u r i t y  p r o p e r t y  is r e a l ,  p e r s o n a l ,  o r  m ix e d ." .

(c) S e c t io n  302  o f  t h e  F e d e r a l  H o m e  L o a n  M o r tg a g e  C o r p o r a t i o n  
A c t  is a m e n d e d  b y  a d d i n g  a t  t h e  e n d  t h e r e o f  t h e  fo l lo w in g  n e w  
su b s e c t io n :

"(I) T h e  t e r m  ‘m o r t g a g e  i n s u r a n c e  p r o g r a m ’ in c lu d e s ,  in  t h e  c a s e  
o f  a  r e s id e n t i a l  m o r t g a g e  s e c u r e d  b y  a  m a n u f a c t u r e d  h o m e ,  a n y  
m a n u f a c t u r e d  h o m e  l e n d i n g  p r o g r a m  u n d e r  t i t l e  I o f  t h e  N a t i o n a l  
H o u s in g  A c t ." .

PURCHASE OF SECOND MORTGAGES

S ec. 203. (a) S e c t io n  302(b) o f t h e  F e d e r a l  N a t i o n a l  M o r tg a g e  
A sso c ia t io n  C h a r t e r  A c t  is a m e n d e d  b y  a d d i n g  a t  t h e  e n d  t h e r e o f  t h e  
fo l lo w in g  n e w  p a r a g r a p h :

“ (5XA) T h e  c o r p o r a t i o n  is  a u t h o r i z e d  to  p u r c h a s e ,  s e r v ic e ,  se l l ,  
l e n d  o n  t h e  s e c u r i t y  of,  a n d  o t h e r w i s e  d e a l  in  (i) u n t i l  O c t o b e r  1, 
1987, c o n v e n t i o n a l  m o r t g a g e s  t h a t  a r e  s e c u r e d  by  a  s u b o r d i n a t e  l ie n  
a g a i n s t  a  o n e -  to  f o u r - f a m i ly  r e s id e n c e  t h a t  is  t h e  p r i n c i p a l  r e s i ­
d e n c e  o f  t h e  m o r tg a g o r ;  a n d  (ii) u n t i l  O c to b e r  1, 1985, c o n v e n t i o n a l  
m o r tg a g e s  t h a t  o r e  s e c u r e d  b y  a  s u b o r d i n a t e  l ie n  n g a i n s t  a  p r o p e r t y  
c o m p r i s i n g  f iv e  o r  m o r e  f a m i l y  d w e l l i n g  u n i t s .  I f  t h e  c o r p o r a t i o n ,  
p u r s u a n t  to  p a r a g r a p h s  (1) t h r o u g h  (4), s h a l l  h a v e  p u r c h a s e d ,  s e r v ­
iced, so ld , o r  o t h e r w i s e  d e a l t  w i t h  a n y  o t h e r  o u t s t a n d i n g  m o r t g a g e  
s e c u r e d  by  t h e  s a m e  r e s id e n c e ,  t h e  a g g r e g a t e  o r i g in a l  a m o u n t  o f  
s u c h  o t h e r  m o r t g a g e  a n d  t h e  m o r t g a g e  a u th o r i z e d  to  be  p u r c h a s e d ,  
s e rv ic e d ,  so ld , o r  o t h e r w i s e  d e a l t  w i t h  u n d e r  t h i s  p a r a g r a p h  s h a l l  
n o t  ex ceed  t h e  a p p l i c a b l e  l i m i t a t i o n  d e t e r m i n e d  u n d e r  p a r a g r a p h  

(2)-“ (B) T h e  c o r p o r a t i o n  s h a l l  e s t a b l i s h  l i m i t a t i o n s  g o v e r n i n g  t h e  
m a x i m u m  o r i g i n a l  p r i n c ip a l  o b l i g a t i o n  o f  c o n v e n t i o n a l  m o r t g a g e s

u s e  n r . i .
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d e s c r ib e d  in .‘i i i l ip n rn g n q i l i  (A l in  a n y  n i c e  in  w h ic h  (lie  c m p o i n t i n n  
p i i t r h n s c s  n p a r t i c i p a t i o n  i n t e r e s t  in  s u c h  ;i m o r tg a g e ,  t h e  l i m i l a l i o n  
chn ll  In* c a l c u l a t e d  w i ih  r e s p e d  In t h e  to la !  o r i g in a l  p r in c ip a l  
o b l i g a t i o n  ol s u c h  m o r t g a g e  d e s c r ib e d  in s u b p a r a g r a p h  t A ) a n d  no t 
m e r e ly  w i t h  r e s p e c t  In  Hit* i n t e r e s t  p u r c h a s e d  hy  t h e  c o r p o r a t i o n .  
S u c h  l i m i t a t i o n s  s h a l l  n o t  e x c e e d  (i) w it l i  r e s p e c t  l.o m o r tg a g e s  
d e s c r ib e d  in  s u b p a r a g r a p h  (A )(i ), 50 p e r  c e n t u m  ol t h e  s in g le - l a m i ly  
r e s id e n c e  m o r tg a g e  l i m i t a t i o n  d e t e r m i n e d  u n d e r  p a r a g r a p h  (2); a n d
(ii) w i t h  r e s p e c t  lo  m o r t g a g e s  d e s c r ib e d  in  s u b p a r a g r a p h  (A)lii), t h e  
a p p l i c a b l e  l i m i t a t i o n  d e t e r m i n e d  u n d e r  p a r a g r a p h  (2).

"(C) N o  s u b o r d 'n n t e  m o r t g a g e  a g a i n s t  a  one-  to  lo u r - l a m i ly  r e s i ­
d e n c e  s h a l l  lie p u r c h a s e d  by  t h e  c o r p o r a t i o n  if  t h e  t o t a l  o u t s t a n d i n g  
in d e b t e d n e s s  s e c u r e d  b y  t h e  p r o p e r t y  n s  a  r e s u l t  o f  s u c h  m o r tg a g e  
e x c e e d s  Kll p e r  c e n t u m  o f  t h e  v a l u e  o f . s u c h  p r o p e r t y  u n l e s s  (i) t h a t  
p o r t io n  o f  s u c h  to t a l  o u t s t a n d i n g  i n d e b t e d n e s s  t i n t  e x c e e d s  s u c h  HO 
p e r  c e n t u m  is g u a r a n t e e d  o r  i n s u r e d  by  a  q u a l i f i e d  i n s u r e r  a s  
d e t e r m i n e d  by  t h e  c o r p o r a t i o n ;  (ii) t h e  s e l l e r  r e t a i n s  a  p a r t i c i o n t i o n  
o f  n o t  le s s  t h a n  10 p e r  c e n t u m  in t h e  m o r tg a g e ;  o r  (iii i fo r  s u c h  
p e r io d  a n d  u n d e r  s u c h  c i r c u m s t a n c e s  a s  t h e  c o r p o r a t i o n  m a v  r e ­
q u i r e ,  t h e  s e l l e r  a g r e e s  to  r e p u r c h a s e  o r  r e p l a c e  t h e  m o r tg a g e  u p o n  
d e m a n d  o f  t h e  c o r p o r a t i o n  in  t h e  e v e n t  t h a t  t h e  m o r tg a g e  is in 
d e f a u l t .  T h e  c o r p o r a t i o n  s h a l l  n o t  i s s u e  a  c o m m i t m e n t  to  p u r c h a s e  a  
s u b o r d i n a t e  m o r t g a g e  p r i o r  to  t h e  d a t e  t h e  m o r t g a g e  is  o r i g in a t e d ,  i f  
s u c h  m o r t g a g e  is e l ig ib le  fo r  p u r c h a s e  u n d e r  t h e  p r e c e d in g  s e n t e n c e  
o n ly  by  r e a s o n  o f  c o m p l i a n c e  w i t h  t h e  r e q u i r e m e n t s  o f  c l a u s e  u i)  o f  
s u c h  s e n t e n c e . " .

(b)(1) S e c t io n  302(h) o f  t h e  F e d e r a l  H o m e  L o a n  M o r tg a g e  C o r p o r a ­
t io n  A c t  is a m e n d e d —

(A) in  t h e  f i r s t  s e n t e n c e ,  by  s t r i k i n g  o u t  " f i r s t " ;  a n d
(B) b y  s t r i k i n g  o u t  " T h e  m a x i m u m  p r i n c ip a l  o b l i g a t i o n "  a n d  

a l l  t h a t  fo l low s  t h r o u g h  " a s s o c i a t i o n s . "  a n d  i n s e r t i n g  in  l ieu  
t h e r e o f  t h e  fo l lo w in g :  " S u c h  t e r m  s h a l l  a lso  in c l u d e  o t h e r  s e ­
c u r e d  l o a n s  t h a t  a r e  s e c u r e d  b y  a  s u b o r d i n a t e  l ien  a g a i n s t  a  
p r o p e r t y  a s  to  w h ic h  t h e  C o r p o r a t i o n  m a y  p u r c h a s e  a  r e s i ­
d e n t i a l  m o r tg a g e  a s  d e f i n e d  u n d e r  t h e  f i r s t  s e n t e n c e  o f  t h i s  
s u b s e c t io n . " .

(2) S e c t i o n  305(a) o f  s u c h  A c t  is a m e n d e d  by  a d d i n g  a t  t h e  e n d  
t h e r e o f  t h e  fo l lo w in g  n e w  p a r a g r a p h :

"(4)(A) T h e  C o r p o r a t i o n  is a u t h o r i z e d  to  p u r c h a s e ,  s e rv ic e ,  se l l ,  
le n d  o n  t h e  s e c u r i t y  of,  a n d  o t h e r w i s e  d e a l  in  ti) u n t i l  O c to b e r  1, 
1087, r e s i d e n t i a l  m o r t g a g e s  t h a t  a r e  s e c u r e d  by a  s u b o r d i n a t e  l ien  
a g a i n s t  a  on e -  to  f o u r - f a m i ly  r e s i d e n c e  t h a t  is t h e  p r i n c ip a l  r e s i ­
d e n c e  o f  t h e  m o r tg a g o r ;  a n d  (ii) u n t i l  O c to b e r  1. 1985, r e s id e n t i a l  
m o r t g a g e s  t h a t  a r e  s e c u r e d  by  a  s u b o r d i n a t e  l ie n  a g a i n s t  a  p r o p e r t y  
c o m p r i s i n g  f ive o r  m o r e  f a m i ly  d w e l l i n g  u n i t s .  I f  t h e  C o r p o r a t io n  
s h a l l  h a v e  p u r c h a s e d ,  s e r v ic e d ,  so ld ,  o r  o t h e r w i s e  d e a l t  w i t h  a n y  
o t h e r  o u t s t a n d i n g  m o r t g a g e  s e c u r e d  b y  t h e  s a m e  re s id e n c e ,  th e  
a g g r e g a t e  o r i g in a l  a m o u n t  o f  s u c h  o t h e r  m o r t g a g e  a n d  t h e  m o r tg a g e  
a u t h o r i z e d  lo  be  p u r c h a s e d ,  s e r v ic e d ,  so ld ,  o r  o t h e r w i s e  d e a l t  w i th  
u n d e r  t h i s  p a r a g r a p h  s h a l l  n o t  e x c e e d  t h e  a p p l i c a b l e  l i m i t a t i o n  
d e t e r m i n e d  u n d e r  p a r a g r a p h  (2).

"(B) T h e  C o r p o r a t i o n  s h a l l  e s t a b l i s h  l i m i t a t i o n s  g o v e r n i n g  th e  
m a x i m u m  o r i g in a l  p r i n c ip a l  o b l i g a t i o n  o f  s u c h  m o r tg a g e s .  In  a n y  
c a s e  in  w h ic h  t h e  C o r p o r a t i o n  p u r c h a s e s  a  p a r t i c i p a t i o n  i n t e r e s t  in 
s u c h  a  m o r t g a g e ,  t h e  l i m i t a t i o n  s h a l l  b e  c a l c u l a t e d  w i t h  r e s p e c t  to  
t h e  to ta l  o r i g in a l  p r i n c ip a l  o b l i g a t i o n  o f  s u c h  m o r t g a g e  s e c u r e d  by a 
s u b o r d i n a t e  l ie n  a n d  n o t  m e r e l y  w i t h  r e s p e c t  to  t h e  i n t e r e s t  p u r -

l(i!M PUBLIC LAW !)H -440-O (,T . 8, l!)84
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chased hy the Corporation. Such limitations shall not exceed (i) with 
respect to mortgages described in subparagraph (A )(i>, SO per centum 
of the single-family residence mortgage limitation determined under 
paragraph (2); and (ii) with respect to mortgages described in sub­
paragraph (AKii), the applicable limitation determined under para­
graph (2).

“(C) No subordinate mortgage against a one- to Ibur-I'amilv tosi- 
deuce shall he purchased by the Corporation if the total outstanding 
indebtedness secured hy the property as a result of such mortgage 
exceeds 80 per centum of the value of such property unless (i) that 
(Hirtion of such total outstanding indebtedness that exceeds such 80 
per centum is guaranteed or insured by a qualified insurer as 
determined by the Corporation; (ii) the seller retains a participation 
of not less than 10 per centum in the mortgage; or (iii) for such 
period and under such circumstances as the Corporation may re­
quire, the seller agrees lo repurchase or replace the mortgage upon 
demand of the Corporation in the event that the mortgage is in 
default. The Corporation shall not issue a commitment to purchase 
a subordinate mortgage prior to the date the mortgage is originated, 
if such mortgage is eligible for purchase under the preceding sen­
tence only by reason of compliance with the requirements of clause
(iii) of such sentence.".

AUTHORITY OF FEDERAL IIOME LOAN MORTGAGE CORPORATION TO 
PURCHASE STATE AGENCY INSURED MORTGAGE LOANS

S e c . 204. Section 302(i) of the Federal Home Loan Mortgage 
Corporation Ac* is amended by striking out "a State or any agency 
or instrumentality of either” and inserting in lieu thereof "any of its 
agencies or instrumentalities".

MULTIFAMILY MORTGAGE LOAN-TO-VALUE RATIO

S e c . 205. (a) The second sentence o f  section 302(bX2) o f  the F e d e r a l  
National Mortgage Association Charter Act is amended Lv inserting 
after "mortgage” the first place it appears the following: "secured 
by a property comprising one- to four-family dwelling units".

(b) The first sentence of section 305(a)(2) of the Federal Home 
Loan Mortgage Corporation Act is amended by inserting alter 
"mortgages' the first place it appears the following: "secured by a 
property comprising one- to four-family dwelling units".

LIMITATIONS ON PURCHASE OF CONVENTIONAL MORTGAGES ON 
MULTIFAMILY PROPERTIES

S e c . 20G. (a) Section 302(bX2) of the Federal National Mortgage 
Association Charter Act is amended by striking out the penultimate 
sentence and inserting in lieu thereof the following: "With respect 
to mortgages secured by property comprising five or more family 
dwelling units, such limitations shall not exceed 125 per centum of 
the dollar amounts set forth in section 207(cX3) of this Act, except 
that such limitations may be increased by the corporation (taking 
into account construction costs) to not to exceed 240 per centum of 
such dollar amounts in any geographical area for which the Secre­
tary of Housing and Urban Development determines under such 
section that cost levels require any increase in the dollar amount 
limitations under such section.".

12 USC I I!)I.

12 USC 1717.

12 USC l in t.

,1/ilr. p. I(i!)2.

12 USC 171I1.
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12 USC 1712

President ol 11 
12 USC 172.'!.

12 USC 172:1:1.

12 USC 172:1.1.

Itc'IIDIt.

. Uilr. i' I I'.Sll

K x lonsion

(It) NooUon .;(lulail2l ol lln* Federal Home l.uan Mortgage Corpora- 
lion Ad is amended by striking out (lie pennllimale sonienco ami 
insert iug in hen thereof I lie following: "Willi respect lo mortgages 
secured liv property eomprising live or more family dwelling units, 
such limitations shall not exceed 12a per centum of <he dollar 
amounts set forth in section 2D7(i;|(,,t) of I he National Housing Act, 
except Lhal such limitations may he increased by the Corporation 
Making into account construction casts) to not lo exceed 210 per 
centum ol such dollar amounts in any geographical area lor which 
the Secretary of Housing and Urban Development determines under 
such section that cost levels requite any increase in the dollar 
amount limitations under such section.".

h u m id  o f  n u m e r o u s  o f  f e d e r a l  n a t i o n a l  m o r t g a g e  a s s o c ia t io n

S ec. 207. The firsL sentence of section 208(b) of the Federal 
National Mortgage Association Charter Act is amended to read as 
follows: "The Federal National Mortgage Association sh: II have a 
hoard of directors, which shall consist of eighteen persons, live of 
whom shall he appointed annually bv I he President ol the United 
States, and the remainder of whom shall he elected annually by the 
common stockholders.".

ANNUAL REPORT OF SECRETARY OF HOUSING AND URBAN DEVELOP­
MENT ON ACTIVITIES OF FEDERAL NATIONAL MORTGAGE ASSOCIATION

S ec. 208. Section 2(l!)lhl of the Federal National Mortgage Associa­
tion Charter Act is amended hy striking out the last two sentences 
and inserting in lieu thereof the following: "Pursuant lo tlie author­
ity provided in this subsection, the Secretary shall, not Inter than 
dune ."ill ol each year, report to I he Congress on the activities of the 
corporation under this title.".

PERIOD FOR APPROVAL OF ACTIONS OF FEDERAL NATIONAL MORTGAGE
ASSOCIATION

Sec, 20!). Sectior 80!) of the Federal National Mortgage Associa­
tion Charter \c t  is amended hy adding at the end thereoi the 
following new subsection:

"til If the Federal National Mortgage Association submits to the 
Secretary of Housing and Urban Development, after the date of the 
enactment of the Secondary Mortgage Market Enhancement Act of 
11)84, a request for approval or other action under this tide, the 
Secretary shall, not later than the expiration of the Idrty-five-day 
period following the submission ol such lequest. approve such re­
quest or transmit lo the Congress a report explaining why such 
request has not been approved. Such period may he extended for an 
additional fifteen-day period if the Secretary requests additional 
information from the corporation. If the Secretary fails to transmit 
such report to the Congress within such forty-five-day period or 
sixty-day period, as the case may he, the corporation may proceed as 
if such request had been approved.".
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FEDERAL HOME LOAN MORTGAGE CORPORATION GUARANTEE OF 
MORTGAGE-HACKED SECURITIES ISSUED I1Y OTHERS

S ec . 210. Section 300 or the Federal Home Loan Mortgage Corpo­
ration Act is amended by adding at the end thereof the following 
new subsection:

"(h) The Corporation may not guarantee mortgage-backed securi­
ties or mortgage related payment securities backed by mortgages 
not purchased hy the Corporation.".

PREFERRED STOCK OF FEDERAL IIOMF. LOAN MORTGAGE CORPORATION

S e c . 211. Section 300(f) of the Federal Home Loan Mortgage 
Corporation Act is amended—

(1) by inserting before the period at the end of the last 
sentence the following: ", and shall not be entitled to vote with 
respect to tiie election of any member of the Board of Direc­
tors"; and

(2) by adding at the end thereof the following new sentence: 
"Such preferred stock, or any class thereof, may have such 
terms as would he required for listing of preferred stock on the 
New York Stock Exchange, except that this sentence does not 
apply to any preferred stock, or class thereof, the initial sale of 
which is made directly or indirectly by the Corporation exclu­
sively to any Federal Home Loan Bank or Banks.”.

STUDY OF PREPAYMENT PENALTIES AND THE SECONDARY MORTGAGE
M ARKET

S f.c. 212. Not later than one hundred and eighty days after the 
date of the enactment of this Act, the Secretary of Housing and 
Urban Development, following consultation with the Board of Direc­
tors of the Federal National Mortgage Association, the Board of 
Directors of the Federal Home I,oan Mortgage Corporation, the 
President of the Government National Mortgage Association, the 
Board of Governors of the Federal Reserve System, the Federal 
Home Loan Bank Board, the Comptroller of the Currency, and the 
National Credit Union Administration Board, shall submit to the 
Congress a report regarding mortgage prepayment penalties and 
their impact on secondary mortgage market activities. Such report 
shall include—

(1) a review of State laws and regulations regarding prepay­
ment penalties;

(2) an evaluation of the impact of prepayment penalties on 
the ability to attract investors to the secondary mortgage 
market;

(3) an analysis of existing authority for lenders to offer mort­
gage instruments containing prepayment penalties; and

(4) a proposal for federally standardized mortgage instru­
ments tiiat would contain prepayment penalties in combination 
with features that would be attractive to prospective purchasers 
of homes, including below-market interest rates and prohibi­
tions on nonrisk related settlement charges normally incurred 
hy homeowners upon refinancing.

'•7 Slat. I!'H. 
12 USC l irifi. 
Prohibition.

R epo rt.
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AUTHORITY OK SECRETARY OK MOUSING AND UllllAN DEVELOPMENT 
REGARDING FEDERAL NATIONAL MORTGAGE ASSOCIATION OIILIGATIONS

S ec . iil.’L on  Tlio second sentence ol section dtllkh) ol' the Federal 
Ante. i> mini National Mortgage Association Charter Act is amended by inserting

"before October I, 11)85," alter "corporation".
lb) The last sentence of section 811 of the Federal National 

12 MSC little. Mortgage Association Charter Act is amended by insertion alter
"issuances" the following: "by the Association and all issuances of 
stock, and debt obligations convertible into stock, by the 
corporation".

Approved October .'1. 11)84.

LEGISLATIVE HISTORY- S .  2010 (H R. 1557):

HOUSE REPORT No I. Pi. 1. nccompnnyiiiK 11.R. 1557 (Comm, on Enemy 
Cmnniorcel.

SENATE REPORT No. 1I8-21III (Comm, on Unnkitm. Housing, nnd Urban Affairs!. 
CONGRESSIONAL RECORD:

Vol. 12!) (IIIHIII: Nov 17. considered nnd pnssed Sound’.
Vol. ISO (1 US-11: Fob. U, enrlier nnssneo viliotod; considered nnd pnssed Sennle. 

Sept. il .  considered nnd pnssed House, nrnended 
Sept. 2(i, Sennte concurred in Mouse nmendment.
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TO : l l i k e  F o r d ,  L e g i s l a t i v e  C o u n s e l
L e g a l  S e r v i c e s  D i v i s i o n

FROM: Rod R . M o u ra n t , L e g i s l a t i v e  A id e
S e n a te  L a b o r  & Com m erce C o m m itte e

D A TE : A p r i l  9 ,  1991

R E : L e g i s l a t i o n  -  In v e s t m e n t  L i m i t a t i o n s

M ik e , p le a s e  d r a f t  t h e  a t t a c h e d  w i t h  th e . a p p r o p r ia t e  s t a t u t o r y  
r e f e r e n c e s .  T h e  m e a su re  i s  s e l f  e x p l a n a t o r y .  P le a s e  show  S e n a te  
L a b o r  & Com m erce a s  t h e  s p o n s o r .

T h a n k s .

A t ta c h m e n t



IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE -  FIRST SESSION 

A BILL

For an Act e n t i t le d :  "An Act fo r  the purpose o f  p re ve n tin g  fe d e ra l preem ption

o f s ta te  l im ita t io n s  on investm ents by Insurance  

companies"

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

* S ectio n  1. The fe d e ra l preem ption provided  in  the Secondary Mortgage 

M arket Enhancement Act o f  1984, 15 U .S .C . S ectio n  7 7 r - l  does not apply to  

p ro h ib it io n s  or l im ita t io n s  on the purchase o f ,  h o ld ing  o f ,  o r investm ent in  

s e c u r it ie s  ty  persons tra n s a c tin g  the business o f  insurance in  A laska under 

AS 21.

* S ectio n  2 . This Act takes e f fe c t  im m ed ia te ly .

DRAFT //I 3-26-91 04:00

0153N





A l a s k a  S t a t e  L e g i s l a t u r e

3111 C Street, Suite 150
Anchorage, Alaska 99503

(907)561-2038

During Session: 

P.O. Box V 
Juneau, Alaska 99811 

(907) 465-4993

S e n a t o r  D r u e  P e a r c e
District G

MEMORANDUM

TO : R e p r e s e n t a t i v e  D a v id e  F i n k e l s t e i n ,  C h a i r  
H o use  L a b o r  & Com e e

FROM: S e n a t o r  D ru e  P e a r c e

D A TE : May 1 6 , 1991

R E : C SSB  262  (L & C ) , R e l a t i n g  t o  a l t e r i n g  a d m i n i s t r a t i v e  
e m p lo y e e s  o v e r t im e  w ag es

C SSB  262 w o u ld  m ake o u r  A la s k a  S t a t u t e s  c o n s i s t e n t  w i t h  f e d e r a l  
r e g u l a t i o n s  r e g a r d in g  o v e r t im e  w a g e s  f o r  m anagem ent e m p lo y e e s .
T h e  b i l l  w as in t r o d u c e d  a t  t h e  r e q u e s t  o f  h o t e l  and  r e s t a u r a n t  
o w n e rs  and  o p e r a t o r s .  I t  com es a s  a  r e s u l t  o f  a  co m p ro m ise  
w o rk e d  o u t  b e tw e e n  e m p lo y e e s  and  m an ag em en t, t h e r e f o r e  o r g a n iz e d  
l a b o r  h a s  a d o p te d  a n e u t r a l  p o l i c y  to w a rd  t h e  l e g i s l a t i o n .

A la s k a  i s  t h e  o n ly  s t a t e  w h ic h  r e q u i r e s  m anagem ent e m p lo y e e s  t o  
sp e n d  a t  l e a s t  80% o f  t h e i r  t im e  i n  a d m i n i s t r a t i v e  f u n c t io n s  
b e f o r e  b e in g  e xe m p te d  fro m  o v e r t im e  p a y  r e q u i r e m e n t s .  C u r r e n t l y  
m o st s t a t e s  m a tc h  f e d e r a l  r e g u l a t i o n s  w h ic h  o n ly  r e q u i r e  60% o f  
t im e  s p e n t  on m anagem ent d u t i e s .

I n  t h e  L a b o r  & Com m erce C o m m itte e  a n  e x t r a  s a f e g u a r d  w as made f o r  
lo w  in co m e  m anagem ent t o  e n s u r e  t h a t  t h e i r  in co m e  w as n o t  f u r t h e r  
d i l u t e d  b y  an  i n a b i l i t y  t o  c o l l e c t  o v e r t im e .  I n  o r d e r  t o  q u a l i f y  
u n d e r  t h e  new p e r c e n t a g e s  o f  t h i s  l e g i s l a t i o n ,  a m anagem ent 
e m p lo y e e  m u st m ake tw o  t im e s  m inim um  w a g e .

T h e s e  r e q u i r e m e n t s  h a v e  a g r e a t  im p a c t  on t h e  h o t e l / r e s t a u r a n t  
i n d u s t r y ,  w h e re  m o st m anagem ent e m p lo y e e s  a l s o  " w o rk  t h e  l i n e " .
I t  i s  v e r y  d i f f i c u l t ,  i f  n o t  im p o s s ib le  t o  m eet t h i s  h o u r ly  
r e q u i r e m e n t .  C o n s e q u e n t ly ,  many e m p lo y e r s  and  m anagem ent 
e m p lo y e e s  a r e  w o rk in g  i n  v i o l a t i o n  o f  t h e  c u r r e n t  la w .

P a s s in g  t h i s  l e g i s l a t i o n  w i l l  a l l e v i a t e  t h e s e  d i s c r e p a n c i e s .  I  
u rg e  y o u r  i n d i v i d u a l  s u p p o r t .

T h a n k  y o u .



STATE OF ALASKA
1991 LEGISLATIVE SESSION

c\ FISCAL NOTE

DILI

No. L___
r s io n : S S >  3 . L 3 .

(S) Publish Pule: <i? Z /&  / 9  /

Revision Date: 
Title: "An Act relating to coverage of
certain executive... under... minimum wage.. 
Sponsor: Senate Labor & Commerce
Requestor: Senate Labor & Commerce

Department Affected: Labor________
BRU: Labor Standards & Safety
Component: _______________

W a g e  &  H o u r

COMPONENT SERIAL NO. J2J_5

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

R E V E N U E

GENERAL FUND
FED ERAL FUNDS
OTHER
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact: N o n e

ANALYSIS: (Attach a separate page if necessary) Changes in  CSSS 2  A 3 , ( C) 
have no f i s c a l  impact:. T h is  
f i s c a l  note  i s  ap p ro p ria te .

f -  & / L  t - S

date Comte A ide ( i n i t i a l )

Prepared by: Bob Libbey, Director 
Division: Labor Standards & Safety

Approved by Commissioner: Nancy Bear User 
Agency: Depo.iment of Labor________

Phone: 
Date :

Date:

264-2452
5/2/91

5/2/91

Distribution (by preparer): Legislative Finance. Legislative Sponsor, Requestor, O M B ,  & Impacted Agency(ies).



A la s k a  S ta te  L e g is la tu re

WHILE IN JUNEAU 
P.O. BOX V
JUNEAU, ALASKA 99811 
(907) 465-3844

3111 C STREET, SUITE 150 
ANCHORAGE, ALASKA 99504 
(907) 561-2018

MEMORANDUM

TO : M em bers o f  t h e  Commi

FROM: S e n a t o r  D ru e

D A TE : May 6 , 1991

R E : SB 2 6 2 , R e la t i n g  t o  a l t e r i n g  a d m in i s t r a t i v e  e m p lo y e e s
o v e r t im e  w ag es

SB  262 w o u ld  m ake o u r  A la s k a  S t a t u t e s  c o n s i s t e n t  w i t h  f e d e r a l  
r e g u l a t i o n s  r e g a r d in g  o v e r t im e  w ag es f o r  a d m in i s t r a t i v e  
e m p lo y e e s . T h e  b i l l  w as in t r o d u c e d  a t  t h e  r e q u e s t  o f  h o t e l  and  
r e s t a u r a n t  o w n e rs  and  o p e r a t o r s .  I t  com es a s  a r e s u l t  o f  a 
co m p ro m ise  w o rk e d  o u t  b e tw e e n  e m p lo y e e s  and  m anag em ent, t h e r e f o r e  
o r g a n iz e d  la b o r  h a s  a d o p te d  a n e u t r a l  p o l i c y  to w a rd  t h e  
l e g i s l a t i o n .

A la s k a  i s  t h e  o n ly  s t a t e  w h ic h  r e q u i r e s  m anagem ent e m p lo y e e s  t o  
sp e n d  a t  l e a s t  80% o f  t h e i r  t im e  i n  a d m i n i s t r a t i v e  f u n c t io n s  t o  
be exem p ted  fro m  o v e r t im e  p a y  r e q u i r e m e n t s .  C u r r e n t l y  m o st 
s t a t e s  m a tch  f e d e r a l  r e g u la t io n s  w h ic h  o n ly  r e q u i r e  60% o f  t im e  
s p e n t  on m anagem ent d u t i e s .

T h e s e  r e q u ir e m e n t s  h a v e  a g r e a t  im p a c t  on t h e  h o t e l / r e s t a u r a n t  
i n d u s t r y ,  w h e re  m o st m anagem ent e m p lo y e e s  a l s o  "w o rk  t h e  l i n e " .
I t  i s  v e r y  d i f f i c u l t ,  i f  n o t  im p o s s ib le  t o  m eet t h i s  h o u r  
r e q u ir e m e n t .  C o n s e q u e n t ly ,  many e m p lo y e rs  and  m anagem ent 
e m p lo y e e s  a r e  w o rk in g  i n  v i o l a t i o n  o f  t h e  c u r r e n t  la w .

P a s s in g  t h i s  l e g i s l a t i o n  w i l l  a l l e v i a t e  t h e s e  d i s c r e p a n c i e s .  I  
u rg e  y o u r  i n d i v i d u a l  s u p p o r t .

T h a n k  y o u .

Senator Drue Poarco, Chair 

Senator Virginia Collins, Vice Chair 
Senator Dick Eliason 
Sonator Rick Halford 
Senator Jay Kerttula

SENATE LABOR AND COMMERCE 
COMMITTEE
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M ay 17, 1991

MEMORANDUM

T O : C h a irm a n  D avid F inke ls te in
H ouse L a b o r and  C om m erce C om m ittee  M em bers

F R O M : Sen. B ettye F a h ren k a m p

re : SB 262, A lte rin g  A d m in is tra tiv e  E m ployees O v e rtim e  
W age L aw s.

At the request of the hotel/restaurant operators, I helped draft 
Senate Bill 262, which would bring Alaska statutes in line with 
federal regulations regarding overtim e wages for adm inistrative 
employees. SB 262 was introduced by the Senate Labor and 
Commerce Committee and passed the Senate recently, by an 18-0 
vo te .

This bill is a compromise worked out between organized labor, 
hotel/restaurant m anagem ent and the D epartm ent of Labor. S o m e  
have characterized  SB  262 as an a n ti-labor bill.- I  have  
been g iven  assurances by M ano F rey  (P resid en t, A F L -C IO  ) 
a n d  H a rrie t L a w ler (B u sin ess  M a n a g er f o r  the h o te l w orkers  
union) tha t they do not view it as such . Rather, SB 262 corrects 
an inconsistency between state and federal law.

C u r r e n t ly  A laska  is the  only s ta te  w hich  re q u ire s  
m an a g em en t em ployees to spend  a t  le a s t 8 0 %■ o f  th e ir  tim e 
(m ost match federal regs. which require only 60%) in  
a d m in is tr a t iv e  fu n c tio n s  to be ex em p ted  fro m  o v e rtim e  pay 
r e q u i r e m e n t s .  For many hotel/restaurant m anagers who help 
work "on the line" during peak work loads, this is a difficult, if not 
im possible requirem ent to meet.



Consequently, many em ployers and m anagem ent em ployees in 
Alaska are are knowingly or unknowingly working in violation of the 
current law.

For adm inistrative employees benefit, SB 262 m andates that they be
paid a t  lea s t tw ice th e  m in im um  w age if they are to be 
exem pted from  overtim e laws.

Also, because of the section of statute being amended, employers will 
now be required to keep track of the hours the adm inistrative 
em ployee spends in m anagem ent versus line functions. B e c a u s e  
th is  fu n c tio n  is c u r re n t ly  th e  re s p o n s ib ili ty  o f the  em ployee 
(m ost o f w hom  a re  u n a w a re  of these  re q u ire m e n ts ,)  few a re
c la im in g  o r  ge tting  n a id  fo r o v e r tim e .

For a good number of years I have been a strong advocate for 
organized labor in this legislature. During that time we have 
increased the demands upon businesses and their owners one 
hundred fo ld -fro m  increased wages to im proved work conditions to 
better w orkers' com pensation coverage. T h is proposa l is a 
m odera te  re q u e s t by m a n a g e m e n t w h ich  g iv e s  them  som e  
b re a th in g  room  a n d  does n o t a d verse ly  a f fe c t  o rgan ized  
la b o r .

Given the compromise process which has already occurred, I 
respectfully request the passage of SB 262 from House Labor and 
Commerce Committee. Thank you for your consideration and 
a ss is tan ce .



j

Page 2, line 23, after "activities":

Insert "and so long as the employee earns at least twice the minimum wage for the 

employee’s regular hours of work"

7-LS1142SD.1
Cramer
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A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR PEARCE

TO: SB 262
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SENATE COMMITTEE REPORT
"•RST COMMITTEE OF REFER*^.

r
DATE: 4 / 2 2 / 9 1 FURTHER:

D a te  o f  5 -D a y  N o t i c e :  S -  2 -"^ _________
( i n  a c c o r d a n c e  w i t h  U n ifo rm  R u le  23)

DATE TURNED 
INTO O F F IC E

L a b o r  and  Commerce C o m m ittee  c o n s id e r e d SB 2 62

C o v e ra g e  o f  c e r t a i n  e x e c u t i v e  o r  a d m in i s t r a t i v e  e m p lo y e e s  o f  r e t a i l  o r  
s e r v i c e  e s t a b l i s h m e n t s  u n d e r  th e  s t a t e  m inimum wage la w s ;  e f d .

an d  recom m end ed :

[ £ ] / r e p la c e  w i t h

[ ] a t t a c h e d  am e n d m e n t(s )

[ ] _________________________

[ ] do p a s s

[ ] do n o t  p a s s

[ ] no  re c o m m e n d a tio n

[ ( x f ^ in d iv id u a l  re c o m m e n d a t io n s

[ ] f u r t h e r  r e f e r r a l  t o  ___________

CG </% X L sl C L + o ) [ ] sam e t i t l e
[ ne w t i t l e
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S IG N IN

D e p a r tm e n t ( s ) / D a t e : 

f i ^ z e r o  f i s c a l  n o t e ( s )  /

[ ] G o v e r n o r 's  b i l l  w / f i s c a l  n o te

/

C h a i r :  S i g n a t u r e  a n d  R e c o m m e n d a t i o n



A l a s k a  S t a t e  L e g i s l a t u r e

3111 C Street, Suite 150
Anchorage, Alaska 99503

(907)561-2033

During Session: 

P.O. Box V 
.Juneau, Alaska 99811 

(907) 465-4993

S e n a t o r  D r u e  P e a r c e
District G

MEMORANDUM

TO : R e p r e s e n t a t i v e  D a v id e  F i n k e l s t e i n ,  C h a i r  
H o u se  L a b o r  & Con ee

FROM: S e n a t o r  D ru e  P e a r c e

D A TE : M ay 1 6 , 1991

RE: C S SB  262 (L & C ) , R e l a t i n g  t o  a l t e r i n g  a d m in i s t r a t i v e  
e m p lo y e e s  o v e r t im e  w ag es

C SSB  262 w o u ld  m ake o u r  A la s k a  S t a t u t e s  c o n s i s t e n t  w i t h  f e d e r a l  
r e g u l a t i o n s  r e g a r d in g  o v e r t im e  w ag es f o r  m anagem ent e m p lo y e e s .
T h e  b i l l  w a s  in t r o d u c e d  a t  t h e  r e q u e s t  o f  h o t e l  and  r e s t a u r a n t  
o w n e rs  and  o p e r a t o r s .  I t  com es a s  a r e s u l t  o f  a  co m p ro m ise  
w o rk e d  o u t  b e tw e e n  e m p lo y e e s  an d  m an ag em en t, t h e r e f o r e  o rg a n iz e d  
la b o r  h a s  a d o p te d  a n e u t r a l  p o l i c y  to w a rd  t h e  l e g i s l a t i o n .

A la s k a  i s  t h e  o n ly  s t a t e  w h ic h  r e q u i r e s  m anagem ent e m p lo y e e s  to  
sp e n d  a t  l e a s t  80% o f  t h e i r  t im e  i n  a d m i n i s t r a t i v e  f u n c t io n s  
b e f o r e  b e in g  e xe m p te d  fro m  o v e r t im e  p a y  r e q u i r e m e n t s .  C u r r e n t l y  
m o st s t a t e s  m a tch  f e d e r a l  r e g u l a t i o n s  w h ic h  o n ly  r e q u i r e  60% o f  
t im e  s p e n t  on  m anagem ent d u t i e s .

I n  t h e  L a b o r  & Com m erce C o m m itte e  an  e x t r a  s a f e g u a r d  w as made f o r  
lo w  in co m e  m anagem ent t o  e n s u r e  t h a t  t h e i r  in co m e  w as n o t  f u r t h e r  
d i l u t e d  b y  a n  i n a b i l i t y  t o  c o l l e c t  o v e r t im e .  I n  o r d e r  t o  q u a l i f y  
u n d e r  t h e  new p e r c e n t a g e s  o f  t h i s  l e g i s l a t i o n ,  a m anagem ent 
e m p lo y e e  m u s t  m ake tw o  t im e s  m inim um  w ag e .

T h e s e  r e q u i r e m e n t s  h a v e  a g r e a t  im p a c t  on t h e  h o t e l / r e s t a u r a n t  
i n d u s t r y ,  w h e re  m o st m anagem ent e m p lo y e e s  a l s o  " w o rk  t h e  l i n e " .
I t  i s  v e r y  d i f f i c u l t ,  i f  n o t  im p o s s ib le  t o  m eet t h i s  h o u r ly  
r e q u i r e m e n t .  C o n s e q u e n t ly ,  many e m p lo y e rs  and  m anagem ent 
e m p lo y e e s  a r e  w o rk in g  i n  v i o l a t i o n  o f  t h e  c u r r e n t  la w .

P a s s in g  t h i s  l e g i s l a t i o n  w i l l  a l l e v i a t e  t h e s e  d i s c r e p a n c i e s .  I  
u rg e  y o u r  i n d i v i d u a l  s u p p o r t .

T h a n k  y o u .



B i l l  N o : S e n a t e  B i l l  No. 2 62 (L&C) D a t e : M a y  13, 1991

T i t l e :  "An A c t r e l a t in g  to  co verag e  o f  C o n ta c t : E i le e n  P la t e
c e r t a in  e x e c u t iv e  o r  a d m in is t r a t iv e  465-2700
em ployees o f  r e t a i l  o r  s e r v ic e  
e s ta b lis h m e n ts  from  th e  o v e rt im e  
re q u ire m e n ts  o f  th e  s t a t e  minimum 
wage la w s "

Com m ittee S u b s t it u t e  fo r  S e n a te  B i l l  262 (L&C) se e k s  to  a l ig n  A la s k a 's  o ve rtim e
exem ption  c r i t e r i a  f o r  e x e c u t iv e / a d m in is t r a t iv e  em ployees in  r e t a i l  and s e r v ic e  
e s ta b lis h m e n ts  more c lo s e l y  w ith  th e  c r i t e r i a  a p p lie d  und er th e  F a i r  Lab o r S tan d a rd s 
A ct (F L S A ) .

The FLSA  d is t in g u is h e s  e x e c u t iv e / a d m in is t r a t iv e  em ployees in  r e t a i l  and s e r v ic e  
e s ta b lis h m e n ts  from  th o se  s i m i l a r l y  em ployed in  o th e r  e s ta b lis h m e n ts . S p e c i f i c a l l y ,  
fo r  th e  p u rp o ses o f  e xe m p tio n , th e  FLSA p ro v id e s  t h a t  em ployees in  r e t a i l  o r s e r v ic e
e s ta b lis h m e n ts  a re  exempt i f  th e  em ployees spend a t  l e a s t  60% o f  t h e i r  t im e
p e rfo rm in g  e x e c u t iv e / a d m in is t r a t iv e  d u t ie s .  F o r  em ployees in  o th e r  e s ta b lis h m e n ts , 
th e  re q u ire m e n t i s  80%.

C u rre n t  A la s k a  law  exem pts bona f id e  e x e c u t iv e  and a d m in is t r a t iv e  em ployees from  
A la s k a 's  Wage and Hour A c t , w h ich  in c lu d e s  o v e rt im e  la w s ; how ever, no d i f f e r e n t ia t io n  
i s  made between ty p e s  o f e s t a b lis h m e n t s . /D e p a r tm e n ta l r e g u la t io n s  r e q u ir e  use  o f  
th e  80% c r i t e r i a  " a c ro s s - th e - b o a rd "  f o r  d e te rm in in g  w hether o r  not an employee i s  
a bona f id e  e x e c u t iv e  o r  a d m in is t r a t iv e  em ployee f o r  o v e rt im e  exem ption  p u rp o se s .

As p e rm itt f 't ' under th e  F LS A , under th e  p r o v is io n s  o f  t h i s  b i l l ,  th e  60% work
r e s p o n s ib i l i t y  c r i t e r i a  w ould be u se d . S p e c i f i c a l l y ,  em ployees o f  r e t a i l  o r s e r v ic e  
e s ta b lis h m e n ts  who spend a t  l e a s t  60% o f  t h e i r  t im e  each  week p e rfo rm in g
e x e c u t iv e / a d m in is t r a t iv e  d u t ie s  w ould be exempt from  A la s k a 's  o v e rt im e  la w . The b i l l  
f u r t h e r  s t ip u la t e s  t h a t  th e  exem ption  w ould  be o p e ra t iv e  o n ly  i f  th e  
e x e c u t iv e / a d m in is t r a t iv e  em ployee e a rn s  a t  l e a s t  tw ic e  th e  minimum wage, based  upon 
a 40 hour work w eek. P r e s e n t ly ,  t h i s  w ould be $380 p e r  week ( $ 4 .7 5 /h r (minimum wage) 
x 2 x  40 h o u r s ) .

Inasm uch as many r e t a i l  and s e r v i c e  e s ta b lis h m e n ts  in  A la s k a  (h o te ls  and r e s t a u r a n t s ,  
f o r  exam ple) employ la r g e  numbers o f lo w e r p a id  w o rk e rs , th e  wage f lo o r  p r o v is io n s  
in  th e  com m ittee s u b s t i t u t e  m it ig a t e  th e  D e p a rtm e n t's  co n ce rn  re g a rd in g  a r e la x a t io n  
o f th e  o v e rt im e  la w .

The p r o v is io n s  o f  t h i s  b i l l  w i l l  no t have a f i s c a l  im p act on th e  D epartm ent.

APPROVED:

P O S IT IO N  P A P E R / D e p a r tm e n t  o f  L a b o r



SB 262 MANAGERIAL HOUR COMPARISON

Managerial

*0  Current Hours 

□  SB 262 Hours

Non-Managerial
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A l a s k a  S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e

S e n a t o r  D r u e  P e a r c e ,  C h a i r m a n

S c n a L o r  V i r g i n i a  C o l l i n s ,  V i c e - C h a i r m a n

S 0 n at 0 r I) i  e Ic E 1 i a s 0  n i
S e n a t o r  P i c k  H a l f o r d

S t m a t o r  J a y  K a r l  t u l a

I) e a r  Commi t t ee  Members:

T h e  A l a s k a  C a b a r e t ,  H o t e l ,  U p s t a u r n n t  a n d  R e t a i l e r s  A s s o c i a t i o n  

s u p p o r t  s t h e  i n t e n t  o f  S e n a t e  b i l l  2 6 2  a n d  u r g e s  t h a t  t h i s  

p r o p o s e d  l e g i s l a t i o n  b e  e n a c t e d .

Thitnk you l’or your  c o n s i d e r a t i o n  of our  p o s i t i o n .

Y o u r s  t r u l y ,

C a r o l  W 1 1 s  0 1 1

li x e e u I i v e I) i r 0 c t 0 r
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Tel: (907) 276-6663 • Fax: (907) 258-4036

May 6,1992

Senator Shirley Craft 
Alaska State Legislature 
P.O. Box V (MS 100) 
Juneau, Alaska 99801

Dear Senator Craft:

The Alaska Visitors Association Government Relations Committee supports 
SB 262 which would reduce the percentage of rime a management employee 
would be required to devote to actual management or administrative functions 
and allow for utilization of the employee for general operation purposes.

The visitor industry must be flexible in both managerial and operational hours 
due to the travel patterns established nation wide. This bill would allow us 
that necessary flexibility, would bring Alaska more in line with other states 
that are our competitors and finally allow Alaska to be consistent with federal 
guidelines.

We strongly encourage the passage of this bill.

Respectfully,

p & 4 ?
Bob Berto 
President

/  Johne Binkley 
Vice President

cc: Members, House Judiciary Committee
Members, AVA Govt Relations Committee

Karen Cowart
E x e c u t i v e  D i r e c t o r





CLASSES OF RESPONSE ACTIO N CONTRACTORS

I .  R e sp o n se  G roup  -  RAC a c t u a l l y  c o n t r o l s  t h e  r e s p o n s e  f o r  
some p e r io d  o f  t im e .

A . A ly e s k a  P i p e l i n e  S e r v i c e  Company

A ly e s k a  p r e p a r e d  an  i n i t i a l  (7 2  h o u r )  s p i l l  r e s p o n s e  
p la n  and g a v e  i t  t o  s h ip p e r s  w i t h  w h ic h  A ly e s k a  
c o n t r a c t s  f o r  r e s p o n s e .  T h e  i n i t i a l  r e s p o n s e  p la n  
w as to  be in c o r p o r a t e d  in t o  t h e  s h ip p e r ’ s  
c o n t in g e n c y  p la n  a s  u l t i m a t e l y  a p p ro v e d  b y  
t h e  s t a t e .  A ly e s k a ,  b y  c o n t r a c t  w i t h  t h e  s h ip p e r ,  
re s p o n d s  im m e d ia t e ly ,  e v e n  w i t h o u t  a  r e q u e s t  b y  th e  
c o n t in g e n c y  p la n  h o ld e r .  A ly e s k a  r e m a in s  a s  t h e  le a d  
re s p o n d e r  and  c o n t r o l s  t h e  r e s p o n s e  u n t i l  t h e  
s o i l l e r  t a k e s  o v e r  o r  t h e  s p i l l  r e s p o n s e  i s  
f e d e r a l i z e d .  A ly e s k a  o n ly  p e r fo r m s  t h i s  f u n c t io n  i n  
P r in c e  W i l l i a m  Sound  f o r  TA PS t r a f f i c  t o  and  fro m  
t h e  V a ld e z  t e r m i n a l .

I I .  R e s p o n s e / R e s o u rc e  G ro up  -  C o o p e r a t iv e  o r g a n i z a t io n s  
re s p o n d in g  a s  a r e s o u r c e  on b e h a l f  o f  m em b ers .

A . Cook I n l e t  S p i l l  P r e v e n t io n  R e s p o n s e , I n c .

C IS P R I  i s  c u r r e n t l y  a 10-m em ber c o o p e r a t iv e  
p r o v id in g  s p i l l  r e s p o n s e  r e s o u r c e s  f o r  i t s  
m em bers. C IS P R I  i s  p r e p a r in g  a  t e c h n i c a l  r e f e r e n c e  
m an u a l f o r  u s e  b y  i t s  m em b ers . T h e  c o -o p  m em bers a r e  
c o n t in g e n c y  p la n  h o ld e r s  who c o n t r a c t  w i t h  C IS P R I  f o r  
r e s p o n s e  s e r v i c e s  t h a t  t h e  s p i l l e r  o r  p la n  h o ld e r  
d i r e c t s .  C IS P R I  o p e r a t e s  i n  Cook I n l e t .

B . A la s k a  C le a n  S e a s

ACS i s  a c o o p e r a t iv e  s i m i l a r  t o  C I S P R I .  I t  c u r r e n t l y  
h a s  13 m em bers, m o st o f  whom a r e  c o n t in g e n c y  p la n  
h o ld e r s .  ACS d e v e lo p e d  a  m an u a l o f  s e r v i c e s  o r  
r e s p o n s e  s t r a t e g i e s  t h a t  e a c h  member c o u ld  in c o r p o r a t e  
i n t o  a c o n t in g e n c y  p l a n ,  s u c h  a s  p r o c e d u r e s  f o r  
i n - s i t u  b u r n in g  o r  p r e p a r a t io n  o f  an  e q u ip m e n t 
d a t a b a s e .  ACS p r o v id e s  r e s p o n s e  s e r v i c e s  on b e h a l f  c f  
i t s  m em bers a t  t h e  r e q u e s t  o f  a m em ber. ACS w o rk s  a s  
p a r t  o f  t h e  u n i f i e d  r e s p o n s e  team  w h ic h  i n c lu d e s  ACS 
e m p lo y e e s , in d e p e n d e n t  s u p p l i e r s '  e m p lo y e e s , and 
v i l l a g e  r e s p o n s e  te a m s . ACS o p e r a t e s  i n  th e  
N o rth  S lo p e .

I I I .  R e s o u rc e  S u p p l i e r s  -  C o m p an ie s  w h ic h  c o n t r a c t  w i t h



p r im a r y  r e s p o n d e r  RACs o r  c o n t in g e n c y  p la n  h o ld e r s  to  
s u p p ly  e q u ip m e n t and  p e r s o n n e l .

A . VECO
B . VCRA
c .  M a rte c h

E a c h  o f  t h e s e  f i r m s  a r e  in d e p e n d e n t  c o n t r a c t o r s  w i t h  a 
RAC o r  a c o n t in g e n c y  p la n  h o ld e r  t o  p r o v id e  a d d i t i o n a l  
r e s p o n s e  r e s o u r c e s .  F r e q u e n t ly ,  p r e - s p i l l  c o n t r a c t u a l  
a r ra n g e m e n ts  a r e  made f o r  t h o s e  s u p p l i e s  and  s e r v i c e s .  
F o r  i n s t a n c e ,  A ly e s k a  and  C IS P R I  c o n t r a c t  w i t h  VECO 
f o r  r e s o u r c e s .  C o n t r a c t s  c a n  a l s o  be e n t e r e d  i n t o  on 
t h e  s p o t  d u r in g  a  s p i l l  r e s p o n s e .  T h e s e  f i r m s  n e i t h e r  
c o n t r o l  t h e  r e s p o n s e  n o r  d i r e c t  c o n t in g e n c y  p la n  
c o m p l ia n c e .

I V .  P in c h  H i t t e r s  -  " M in o r"  p l a y e r s  p e r fo r m in g  s p e c i f i c  t a s k s  
d u r in g  r e s p o n s e  a c t i v i t i e s .

A . C o n t r a c t u a l  S e r v i c e s  -  T h e s e  a r e  i n d i v i d u a l s  o r  g ro u p s  
w h ic h  h a v e  a c o n t r a c t u a l  a r ra n g e m e n t  i n  a d v a n c e  o r  on 
t h e  s p o t  t o  p e r fo rm  a  d i s c r e t e  t a s k  a s  a s s ig n e d .  The  
c o n t r a c t  c a n  be w i t h  a n y  o f  t h e  o t h e r  t y p e s  o f  RACs o r  
w i t h  t h e  c o n t in g e n c y  p la n  h o ld e r  o r  s p i l l e r .  F o r  
e x a m p le , A ly e s k a  h a s  c o n t r a c t u a l  a r ra n g e m e n ts  w i t h  
f i s h i n g  v e s s e l s  t o  d e p lo y  boom and  c o n d u c t  o i l  
c o n ta in m e n t  a c t i v i t i e s  d u r in g  a s p i l l  r e s p o n s e .

B . V o lu n t e e r s  -  T h e s e  a r e  i n d i v i d u a l s  o r  g ro u p s  who 
a s s i s t  on t h e i r  own i n i t i a t i v e  o r  on r e q u e s t  b y  some 
s p i l l  re s p o n se , p a r t i c i p a n t .



S E C T I O N A L  A N A L Y S I S

P R O P O S E D  R E S P O N S E  A C T I O N  C O N T R A C T O R  L E G I S L A T I O N

S e c t io n  1 .  Amends c u r r e n t  la w  e s t a b l i s h i n g  s t r i c t
l i a b i l i t y  f o r  c e r t a i n  p e r s o n s  (p e r s o n s  who own o r  c o n t r o l  
o i l  o r  o t h e r  h a z a r d o u s  s u b s t a n c e s )  f o r  dam ages t o  p e r s o n s  
o r  p r o p e r t y  o r  n a t u r a l  r e s o u r c e s .  T h e  am endm ents (1 )  
c l a r i f y  t h a t  t h e  s u b s e q u e n t  s e c t io n s  o f  t h e  b i l l  ( s e c s .  3 
and  4 ) t a k e  p re c e d e n c e  o v e r  t h e  " n o t h w it h s t a n d in g "  
la n g u a g e  i n  c u r r e n t  la w ;  and  (2 )  d e le t e  t h e  d e f i n i t i o n  o f  
" d a m a g e ,"  w h ic h  d e f i n i t i o n  i s  r e v i s e d  and  r e i n s t a t e d  i n  
s e c t io n  2 o f  t h e  b i l l .

S e c t io n  2 .  A d d s a  new s u b s e c t io n  t o  t h e  s t r i c t  l i a b i l i t y  
s e c t io n  ( a b o v e ) ,  d e f i n in g  d a m a g e s . T h e  te rm  i s  e xp a n d e d  
t o  in c lu d e  dam ages f o r  w h ic h  a r e s p o n s e  a c t i o n  c o n t r a c t o r  
(RAC) i s  im m u n ize d  fro m  l i a b i l i t y  b y  s u b s e q u e n t  s e c t io n s  
o f  t h e  b i l l .  H as t h e  e f f e c t  o f  c l a r i f y i n g  t h a t  i f  a  RAC 
i s  im m u n ize d  fro m  l i a b i l i t y  f o r  an  a c t i o n  b y  t h e  b i l l ,  
t h e  l i a b i l i t y ,  f o r  t h a t  a c t io n  f lo w s  b a c k  t o  t h e  s p i l l e r  
o r  o w n e r o f  t h e  o i l .

S e c t io n  3 .  Amends c u r r e n t  la w  d e a l in g  w i t h  h a z a rd o u s
s u b s t a n c e  R A C 's  t o  l i m i t  t h e  a p p l i c a b i l i t y  o f  t h e  s e c t io n  
t o  s u b s t a n c e s  o t h e r  th a n  o i l .  H as t h e  e f f e c t  o f  
r e t a i n i n g  s im p le  n e g l ig e n c e  a s  t h e  s t a n d a r d  f o r  t h o s e  
r e s p o n d in g  t o  r e l e a s e s  o f  h a z a r d o u s  s u b s t a n c e s  e t h e r  t h a n  
o i l .  (N o te  t h a t  a RAC r e s p o n d in g  t o  a n o n - o i l  r e l e a s e  
may b e  s t r i c t l y  l i a b l e  f o r  dam ages i n  c e r t a i n  
c i r c u m s t a n c e s ;  f o r  e x a m p le , i f  t h e  R A C 's  a c t s  a r e  
" c o n t r a r y  t o  a r e s p o n s e  p la n  o r  o r d e r  b y  a s t a t e  o r  
f e d e r a l  a g e n c y  h a v in g  j u r i s d i c t i o n  o v e r  t h e  r e l e a s e . . . "

S e c t io n  4 .  C r e a t e s  a new s e c t io n  d e a l in g  w i t h  th e
l i a b i l i t y  o f  R A C 's  r e s p o n d in g  t o  t h e  r e l e a s e  o f  o i l .  
L i m i t s  l i a b i l i t y  t o  a c t s  o f  g r o s s  n e g l ig e n c e  o r  
i n t e n t i o n a l  m is c o n d u c t ,  w i t h  c e r t a i n  e x c e p t io n s .  Th e  
e x c e p t io n s  a r e :

(1 )  T h e  RAC i s  t h e  s p i l l e r  o r  o w n e r o f  t h e  o i l ;
(2 )  T h e  RAC s u b s t a n t i a l l y  d e v ia t e d  fro m  a 

c o n t in g e n c y  p la n  t h a t  t h a t  RAC e i t h e r  p r e p a r e d  
t h e  C - p la n  o r  a g re e d  t o  co m p ly  w i t h  t h e  te rm s



o f  i t ,  u n le s s  th e  f e d e r a l  o r  s t a t e  o n - s c e n e  
c o o r d in a t o r  o rd e re d  t h e  d e v i a t i o n ;

(3 )  T h e  R A C ’ s  a c t  o r  o m is s io n  c a u s e d  p e r s o n a l  
i n j u r y  o r  d e a t h ;

(4 )  T h e  R A C 's  a c t  o r  o m is s io n  c a u s e d  dam age to  
p e r s o n a l  p r o p e r t y ;  o r

(5 )  T h e  R A C 's  a c t  o r  o m is s io n  o c c u r r e d  m ore th a n  30 
d a y s  a f t e r  t h e  r e l e a s e .

S t a t e s  t h a t  i f  an  R A C 's  l i a b i l i t y  i s  n o t  l im i t e d  
( t h a t  i s ,  i f  t h e  a c t  o r  o m is s io n  f a l l s  w i t h i n  one o f  t h e  
e x c e p t io n s  a b o v e ) , t h e  RAC i s  l i a b l e  f o r  a c t s  o f  s im p le  
n e g l ig e n c e .  PROBLEM : T h i s  la n g u a g e  may h a v e  an
u n in te n d e d  e f f e c t :  When t h e  RAC i s  a l s o  t h e  s p i l l e r ,  t h e
la n g u a g e  c o u ld  b e  i n t e r p r e t e d  t o  s e t  t h e  l i a b i l i t y  
s t a n d a r d  a t  s im p le  n e g l ig e n c e  in s t e a d  o f  s t r i c t  
l i a b i l i t y .

D e f in e s  " r e s p o n s e  a c t io n "  t o  in c lu d e  o n ly  a c t io n s  
t a k e n  d u r in g  m i t i g a t i o n  and  c le a n - u p .  C u r r e n t  la w ,  
a p p l i c a b l e  t o  b o th  o i l  and  o t h e r  h a z a r d o u s  w a s t e s ,  
i n c lu d e s  a  b ro a d  s p e c t ru m  o f  o t h e r  a c t i v i t i e s  s u c h  a s  
p la n n in g ,  m ap p in g  and  e n g in e e r in g  i n  t h e  d e f i n i t i o n .  T h e  
b i l l  w o u ld  l e a v e  t h i s  d e f i n i t i o n  unam ended  f o r  h a z a rd o u s  
s u b s t a n c e s  o t h e r  t h a n  o i l ,  b u t  l i m i t  t h e  d e f i n i t i o n  f o r  
o i l .

S e c t io n s  5 and  6 .  M oves t h e  d e f i n i t i o n s  o f  " r e s p o n s e  a c t io n  
c o n t r a c t "  an d  " r e s p o n s e  a c t io n  c o n t r a c t o r "  fro m  AS 
4 6 .0 3 .8 2 3  ( d e a l i n g ,  a f t e r  am endm ent, o n ly  w i t h  r e s p o n s e  
a c t i o n s  f o r  h a z a r d o u s  s u b s t a n c e s  o t h e r  th a n  o i l )  t o  t h e  
g e n e r a l  d e f i n i t i o n  s e c t i o n .  T h u s , t h e  d e f i n i t i o n s  w o u ld  
a p p ly  t o  b o th  r e s p o n s e  a c t io n  c o n t r a c t o r  s e c t i o n s .

S e c t io n  7 .  S e t s  up a n  in t e r im  r e v ie w  o f  r e s p o n s e  a c t io n
c o n t r a c t o r  l i a b i l i t y ,  w i t h  a r e p o r t  t o  t h e  l e g i s l a t u r e  b y  
J a n u a r y  1 5 , 1 9 9 2 . T h e  s t r u c t u r e  o f  t h e  r e v ie w  i s  l e f t  
open f o r  t h e  c o m m i t t e e / l e g i s l a t u r e  t o  f i l l  i n  a s  
a p p r o p r i a t e .

S e c t i o n  8. I m m e d i a t e  e f f e c t i v e  d a t e .


