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inform the Association board of their desire to become a
guaranteed issue carrier. |In addition, the board is empowered to
design an array of health coverage products by which reinsurance
will be provided.

21.55.040 - requires the reinsurance association to submit a
plan of operation to the Insurance Director for approval. This
plan assures fair, reasonable and equitable administration of the
Association. It does permit the Director of Insurance, after
notice and hearing, to adopt reasonable regulations if the
Association fails to submit a suitable plan of operation within
180 days from the effective date of the bill.

21.55.050 - establishes specific provisions for reinsurance of
eligible employees of a small employer or dependents of eligible
employees. By requiring guaranteed issue carriers to accept
groups with greater than normal risks, insurers need assistance
in spreading the greater risk, therefore, the establishment of
the Reinsurance Association. To reduce the volume of reinsured
claims, reinsurance 1is available on a three-year basis. |If
reinsurance were permitted annually, insurers would declare more
groups or individuals high-risk and utilize reinsurance more
often increasing reinsurance losses to unacceptable levels.
Because reinsurance would be aimed at employer groups and
employees known to be high risk, and because the premium price is
capped (1.5 times the adjusted average market premium for groups
and 5.0 times for individuals) to encourage carriers to
participate in the small employer market, 1in the aggregate the

cost of reinsured persons may well exceed the reinsurance



premiums. The administrating insurer will determine any losses
annually. Any losses are covered through assessments from all
members in the Reinsurance Association based on the member®s
share of total premiums net of reinsurance premiums paid for
coverage under the chapter in the small employer market,
including, to the extent permitted under ERISA, other benefit
arrangements covering small employers. Assessments are capped at
four percent of premiums charged for health benefit plans
covering small employers.

To assure that insurers only cede risk to the reinsurance
mechanism when necessary, the premiums charged by the reinsurer
are set at 1.5 times the average adjusted market premium price
for similar type groups and benefits or 5 times the average
adjusted premium market price for individuals with similar type
benefits. Insurers are constrained from recouping the increased
reinsurance costs as they may only attempt to recoup the 1.5
times average adjusted market premium price within the
constraints of the overall rating bands described below. Only
the level of coverage provided up to but not exceeding the
coverage provided in a small employer health benefit plan is
eligible for reinsurance.

These plans are required to incorporate cost containment
techniques developed by the board, including but not limited to
high cost case management, hospital precertification techniques

and other cost containment techniques established by the

Association.



Within a specified time of the coverage commencing
nonguaranteed 1issue insurers may reinsure eligible employees and
dependents who were hired subsequent to the coverage being
offered by the insurer and who are not late enrollees . This
section also recognizes that federally qualified HMOs reinsurance
premium may be modified to reflect the portion of the risk ceded
to the Association, 1i.e., federally qualified benefits may be
different from the benefits determined to be included in the
reinsured health plans by the reinsurance board.
21.55.060-21.53.080 - are sections exempting the Association
from the Administrative Procedures Act, imposition of taxes and
limits the liability of the Association board.

21.55.100 - Small Employer Health Insurance Plans. The program
applies to all health insurance plans for individuals and group
health benefit plans if they provide coverage to one or more
employees and the employer pays all or part of the premium and
the health plan is applicable to the IRS code section 26 U.S.C.
106 or 26 U.S.C. 162.

This section also exempts all small employer health plans
(25 employees or less) from any restrictions on an insurer"s
ability to negotiate with providers regarding reimbursement for
services and eliminates the requirement that the benefit plan
cover specific mandated benefits or classes of providers. These
provisions will increase the affordability of small employer

health plans while providing quality health care to Alaska

residents.



21.55.110 - Underwriting and Rating Requirements. This
provision provides stability and predictability of rates;
renewability of the insurance contract; guarantees the
availability of insurance to all small employers and removes the
concern of people with preexisting conditions that they v/ould
have to satisfy additional preexisting condition exclusions if
they change jobs or if their employer changed 1insurance carriers.
Once someone had satisfied a plan®s 12-month preexisting
condition restriction, he or she would no longer be required to
satisfy those requirements again when changing jobs or when the
employer changes insurers.

The premium pricing limitations included in this chapter
limits an insurer®s ability to vary rates for groups 1in similar
geography, demographic composition and plan design. Specifically,
an insurers premiums Ffor similar groups could not vary by more
than 35 percent for the carrier®"s midpoint rate. There 1is also a
15 percent limitation on how much a carrier could vary rates by
industry. Finally, carriers would have to limit a group"s year-
to-year premium increases to no more than 15 percent above the
carrier®"s trend (the year-to-year increase in the lowest new
business rate). These provisions assure the small employer
availability of and accessibility to predictable and renewable
insurance rates.

21.55.120 Guaranteed Issue Carriers. The top 10 insurers in
Alaska based on total premium volume 1in the small employer market

are determined to be guaranteed issue carriers. Other insurers
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are permitted to be guaranteed issue carriers if they notify the
Reinsurance Board one year in advance of the 1insurer becoming a
so designated. Guaranteed 1issue carriers are reguired to offer
at least one small employer health plan to a small employer
requesting small employer coverage. These carriers may reinsure
an individual or group within the provisions of 21.55.060 and
must comply with the Reinsurance Board®"s plan of operation
requirements for guaranteed issue insurers.

21.55.130 Small Employer Benefit Plans. The Reinsurance
Association board is required to design small employer health
benefit plans that are eligible for reinsurance. The board also
designs the benefit levels, copayments and deductibles for these
plans. The small employer benefit plans designed by the
reinsurance board are the only benefit plans which may be
reinsured. Benefit plans with benefits exceeding the small
employer benefit plan will only be reinsured to the level of
benefits included in the board®"s approved plan. The plans are
permitted to include various cost containment features to assure
the services are medically appropriate, rendered in the
appropriate setting at reasonable prices.

21.55.140 Conditions for Ceasing to Do Business. lInsurers
ceasing to do business in the small employer market are required
to give notice of this decision to the insurance department, the
reinsurance board, the policyholder and the employer. Coverage 1is
required to be continued for one year after the date of
notification. An insurer 1is also prevented from reentering the

small group market for at least five years from the date the
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notice was given that they decided to cease to do business 1in

this Alaska market.
21.55.250 Definitions. This section describes all the terms used
in this chapter.

Section 3

The term "insurer" was redefined for this chapter to include
HMOs. Therefore, 1t is necessary to cross reference the
definition of HMO for these purposes to the provisions of this
chapter. Section 3 achieves this purpose.

Section 4

The term "insurer"” was redefined for this chapter to include
hospital or medical service corporations. Therefore, it is
necessary to cross reference the other sections of the insurance
code related to these organizations for the purpose of
applicability to this chapter.

Section 5 Transition. Not all sections of the chapter become
effective upon enactment. This section lists those portions of
the chapter which begin at dates later than the July 1, 1991
effective date.

Section 6 Lists the effective date of the chapter as July 1,

1991.



Hcallli Insurance Association of America

April 23, 1991

Mr. Rod Mourant

Office of Senator Drue Pearce
Alaska State Legislature

P. 0. Box V

Juneau, Al< 99811

Dear Rod:

Thank you very much for all of your assistance in having SB-
242 move out of committee after its first hearing and with our
concerns and opposition with SB-83. Working with you has been an
absolute delight! I look forward to doing so again in the near
future.

IT 1 can ever be of any assistance to you or Senator Pearce,
or if either of you have any questions regarding SB-242, please
do not hesitate to contact me.

Sincerely

JAn Andrea Meisels
"State Affairs Associate

JAM:mlp

cc: Gordon Evans

6052 Hackers lane Agoura liills, CA91301 1110 818/991-6817 Telecopier 818/991-0722



[ Icallli Insurance Association of America

April 23, 199!

The Honorable Drue Pearce
Alaska State Senator
Alaska State Legislature
P. 0. Box V

Juneau, Al 99811

Dear Senator Pearce:

Thank you very much for all of your support regarding SB-242
and HI1AA"s small group market reform legislation. I appreciate
your assistance in having the bill move out of committee after
its first hearing and all the time and attention you and Rod
Mourant took with me regarding the support of SB-242 and our
opposition and concerns with SB-83.

I look forward to working with you in the future on other
pieces of legislation.

Sincerely

Jan Andrea Meisels
"State Affairs Associate

JAM:mlp

cc: Gordon Evans

0052 Hackers Lane Agoura lliLs, CA91301-1110 818/991-6817 Telecopier 818/991-0722
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The Honorable Virginia M. Collins

Vicet Chair, Labor & Commerce Committee
State Senate

Juneau, Alaska 99811

RE: SB 242

Dear Senator Collins

Metropolitan Life supports efforts to reform the small group
health 1insurance practices embodied in SB 242. We

respectfully urge your Committee to favorably report this

bill.

Sincerely,

Assistant Vice President

April 19, 1991

ROF :wshb
cc: M3. Jan A. Meisels
HIAA

e total paije ,0€ed



Financial Principal Mutual
Group 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 1B 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. Itr
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] do pass
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Alaska State Legislature

SENATE

Official Business P.O. Box V

SENATOR VIRGINIA COLLINS State Capital
Juneau, Alaska 99811

SPONSOR STATEMENT
Senate Bill 242

Senate Bill 242, "An Act relating to health insurance for
small employers; and providing for an effective date."

As the cost of health care has increased, an unacceptable
number of Alaska residents are currently without appropriate
health care coverage. Small employers find it very difficult
to obtain affordable coverage, 1i1f any coverage at all. Over
90% of the businesses in Alaska are considered small
businesses, having 25 or fewer employees.

The Health Insurance Association of America, an association of
300 private health insurance companies providing insurance for
95 million Americans, developed a model bill to address the
issue of small employer health insurance coverage. Senate
Bill 242 1is HI1AAls model bill.

The focus of the bill is to make certain changes in the small
employer insurance market to provide more accessibility,
renewability, predictability, and stability for the small
employer who has 3 to 25 employees.

This bill creates the Small Employer Health Reinsurance
Association, a private nonprofit legal entity. All insurers
in the small employer insurance market make up the membership.
The Association allows insurers to treat all individuals in a
group the same way. High risks are spread broadly through the
market rather than concentrated in one small employer group.
Managed care and other cost containment provisions may be
incorporated into the small employer health plans. Once
someone with a preexisting condition satisfies the preexisting
condition restriction, he or she is not required to satisfy
requirements again when changing jobs or when the employer
changes 1insurers. Premium costs are capped and reinsurance
association loss assessments are capped.

The Small Employer Health Reinsurance Association is a
self-supported association. The only cost to the State is for
travel by the Director of the Division of Insurance. That
cost is minimal.

Your support and co-sponsorship of Senate Bill 242 would be
appreciated.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA

P.0. Box Y, Juneau, Alaska 99811 Deliveries to: 240 Main Street
(907) 465-3867 or 465-2450 Court Plaza. Boom 500
FAX (907) 465-2029 Mail Stop 3101

MEMORANDUM April 12. 1991

SUBJECT: Small employer health insurance - (SB 242)

10: Senator Virginia Collins

FROM: Mlch?el F. Ford

Legisiative Counsel

y
The following is a section by section analysis of SB 242
Section 1 - Findings.

Section 2 -

Sec. 21.55.010 - Establishes the Small Employer Health Reinsurance Association and
[eqUIres certain Insurers to be mempers.

Sec. 21.55.020 - Estabhshes the bg ard of directors of the association and provides for
spectfic hoard representation and organization.

Sec. 21.55.030 - Establishes the general powers of the association.

A e et

Irecto % P tions to Im Iement
AS 2%55| he assoma#on fails t osg mﬂismale an 01 operation. Requires
members to comply with the plan and establishes specific components of the ‘plan.

Sec. 21, 55 050 Es ablishes specmc provmons hat Eplr oremsu ance JJ rovided by
a member oemr? geeso depend enso emP Z 0f 3 small empoy m oses
certajn r? strictions [emsu anceP group. plans other han small egw I(ver ealt
enefit plans an( eé taplishes ||mwW malRre iUms char ed for reinsure c? erage an

0T COV rag Bow ed Dy 4 healt tenanceoga ization. Provides tor member
assessments, by the administering insure

Sec. 21.55.060 - Exempts the association from the Administrative Procedure Act.



Senator Virginia Collins
April 12, 1991
Page 2

N 21.?5.070 - Exempts the association from payment of taxes, except for real or
personal property taxes.

Sec. 21.55.080 - Provides immunity from civil actions.filed against @ member of the
assoclation ?or a neghgent act on %eharﬂ o| t‘we association, :

Sec. 21.55.100 - Eétablishgs Wwhen an indiv\dual or rouﬁ health benefit plag S subéect
to AS 2155 and. OProvl es that otQ,er aw% requir % covgraﬂe reimoursem Nw
thz?tmn,orcon_s gratmnofi\spem ic health care gpro ider do ol(_p y o Fhe t
ene|hplan provided to a small em oner. ExemRt a health benefit plan ofrered to
a small employer from certain restrictions contained in other faws,

Bec. %,1.55 110 - Establishes t”wderwritin% and rating requirements applicable to health
enefits plans covering small employers.

Sec. 21.55.120 - Requjres a guaranteed issue insurer to offer at least one small

q qul' %atﬂat tEwe plan,ﬁrowde, certain coverage. Aﬁlowsi

e, make speci a

;
employer health benerit plan an
3 premium arrangementts, or appe

Ugrarteed Issue Insurer 1o reinsy
%n?aw administrative or creqit nsL.

Sec, 21.55.130 - Requires the board to dem%n small employer he?lth bengfit J)Ians
that are eligible for reinsurance by the assoCiation, includirig the form and level of
covera%e. Provides that a,glag maY Include cert?l coat containment featurFs.
gs&uowa? the plan be submitted to the director of the division of Insurance for

Sec, 21.55.140 - Establishes certaidw ,con%itions that rﬂust be {net before an insurer or
0 t e

welfale arrangement may cease doing business In the small employer market.
J" 7/C Mr T A-K -* -

Sec. 21.55.250 - Definitions.

Sect'\on 3 - Provides that a health maintenance org

zation Is subject to the small
emp

an
oyer health insurance provisions contained In"AS 2155,

Sectf'on 4 - Prov'wles that a hospital or medical service corporation is subject to the
small employer health insurance provisions contained in AS 21.55.

Section 5 - Transition section.

Section 6 - Effective date.

MFF:gIm
91-250.plm
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March 11, 1991

SMALL EMPLOYER MARKET REFORMS AND REINSURANCE MECHANISM

On February-21, -1991 the HIAA Board of Directors reaffirmed its
commitment to the comprehensive set of recommendations adopted a
year ago that the Association believes can be achieved in the
context of a viable private marketplace. The essence of our
proposal is to make certain changes in the market so that it
provides substantially more predictability and protection to the
purchasers of coverage.

The small employer market precepts that the HIAA recommends are:

1. Guaranteed Access to Coverage. AIl small employer groups
would be able to obtain private health insurance for basic
coverage regardless of the health risk they present. A
reinsurance mechanism would allow carriers to make this
basic prototype benefit coverage available to any small
employer for no more than 150 percent of the average premium
for similar groups.

2. Coverage of Whole Groups. Coverage would be made available
to entire employer groups; neither an employer nor an insurer
would be able to exclude from the group®s coverage
individuals who present high medical risks.

3. Renewability of Coverage. At renewal time, employer groups
and/or individuals in these groups would be assured that
their coverage would not be canceled because of deteriorating
health.

4. Continuity of Coverage. Once a person 1is covered in the
small employer market and satisfied a plan®s preexisting
condition restrictions, he or she would not have to meet
those requirements again when changing jobs or when the
employer changes carriers.

5. Premium Pricing Limits. Insurance carriers would be required
to limit how much their rates could vary for groups similar
in geography, demographic composition and plan design. More
specifically, a carrier®s premiums for similar groups could
not vary by more than 35 percent from the carrier®s midpoint
rate (halfway between the lowest and highest rate). There
would also be a 15 percent limitation on how much a carrier
could vary rates by industry. Finally, carriers would have
to limit a group®"s year-to-year premium increase to no more
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than 15 percent above the carrier®s "trend" (the year-to-year
increase in the lowest new business rate).

GUARANTEEING AVAILABILITY

w
The "top ten" carriers in a states”™ small employer market would
have to guarantee 1issue prototype benefit coverage to 1ill
applicant small employer groups. Other (non-top ten) carriers
could choose to also act as guaranteed issue carriers, although
they would not be required to do so. There would be a publicly
available list of guaranteed issue companies. Insurers rejecting
groups would be responsible for referri.ng the group to this list
(or telephone number).

Guaranteed issue carriers would have access to both individual
and group reinsurance at issue, renewal and for new entrants.
These carriers would have to make prototype benefits available to
all small employers, at a rate of no more than 150 percent of
adjusted average market premiums. They would face no cost-
sharing for group reinsurance (priced at 150 percent of adjusted
average market premium minus a ceding factor), could require an
advance premium deposit (not to exceed three months) for poor
credit risks, and could make special arrangements to cover
employees in groups with exceptionally high employee turnover
rates.

Insurers that choose not to guarantee issue would not be
obligated to accept all applicant small employer groups.
However, consistent with the whole group precept, they would be

required to accept or reject entire employer groups. These
carriers would only access to individual reinsurance and only for
new entrants to existing cases. This is to provide financial

relief for the new entrants that they would be required to accept
under the continuity precept.

Both guaranteed issue and other carriers would have access to
individual reinsurance (priced at 500 percent of adjusted average
market claims experience, and including a $5,000 deductible but
no coinsurance payments). Both carrier types would be included
in the assessment base for tier one financing of reinsurance
losses.

Non-guaranteed issue carriers that wish to become guaranteed
issue carriers, or guaranteed issue wishing to become non—
guaranteed 1issue, would be required to announce one year in
advance their intentions to change. Carriers newly converting to
guaranteed issue would not be allowed to apply more favorable
guaranteed 1issue reinsurance terms to business already on their
books when they make such a change.

Guaranteed 1issue carriers would be able to appeal to the
reinsurance board in the event that they experienced an unfair
share of administrative and credit risks. Where the Board finds



that a carrier has experienced such an unfair burden, a decreased
reinsurance p/ice to offset administrative expenses may be
allowed, or a temporary suspension of guaranteed issue may be
granted to the carriex..

A carrier would not have to guarantee issue business received
from any agent or broker, but would be free to directly issue
coverage to such business or to efer the business to one of its
own agents.

HIAA believes this approach allays apprehension over who the
designated carrier would be and what their practices are.
Another major advantage of this approach is that it does not
mandate that every carrier in the market guarantee 1issue. This
will be more efficient since carriers that are only marginally
operating in a number of local markets would not have to incur
all of the fixed- costs associated with acting as a designated
carrier (e.g., offering a prototype plan). Further, it will be
easier to monitor carriers® cost management of reinsured cases
since there will be fewer designated carriers to oversee.
Finally, it avoids the problem of one designated carrier (or a
very small number of designated carriers) being treated by
legislators as a guasi-governmental program and subject to
extremely adverse regulatory or financial treatment (e.g.,
setting rates below market norms).

DEFINING SMALL EMPLOYER GROUPS

Employer-based plans issued to firms with only one or two
employees should be excluded from the small employer market
reforms and reinsurance. Such plans should continue to be
regulated under a state"s group or individual insurance laws.

High risk pools should be established in every state and would
act to guarantee availability of coverage to persons without
access to employer based coverage (i.e., individuals without an
attachment to the workplace, as well as high risk persons
employed by businesses with one or two employees). High risk
pools would not be available to individuals working for firms
with at least three employees offering employer-financed coverage
to any or all employees.

The following small employer market reforms would not apply to
employer-based individual policies: () guarantee 1issue -
carriers would not be required to guarantee issue individual
policies to new employer-based groups of individuals (except for
new adds to existing groups of individuals as described below)

and (b) rating and renewability regulation - individual rates
will not be regulated if there is effective rate regulation in a
particular state. In making a determination as to whether there

is effective regulation of rates one should analyze the
Department®"s practices rather than relying solely on the
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statutory or regulatory authority in place in a particular state.

Individual policies would not have access to the small employer
reinsurance mechanisnm. However, reinsurance assessments would be
imposed on employer-based individual policies for employers with
3 to 25 lives to offset the relatively higher costs due to the
guaranteed availability of small group coverage to all small
employers.

The following small employer market reforms would apply to
individual (as well as group) employer-based plans for small
employers with 3 to 25 employees: (3 The HIAA precept on whole
groups: the same plan must be made available to all eligible
employees of the firm, 1including high risk employees and new adds
and (b) Pre-existing conditions: if a person was covered by (or
satisfied preexisting condition exclusions under) the previous
employer-based plan, the new employer-based plan must waiver
preexisting condition requirements for those conditions.

FINANCING SOURCES

First tier assessments should be capped at four percent of small
employer market premium. For second tier financing, HIAA should
be open to a range of alternative broad sources of financing that
might be achievable in a given 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 of the .more ¢ aIIenqmg ssues acmtg this ountr |s the
evermcreasmg numoer o e una 0 affor [ g en eat care
Insyrance. Persons 80|ng from one empl oger to another who ave acquired a
medical condition find thémselves, in too many cases, uninsurable.

Cer n.underlying conditions need to he met to satisf Ic expectations of a
th msuran%e ?narket that can cgntmue to be p X\PHG(! Brlvate health
msurers mcu e guarantee access 10 cove 3ge co erage for entire
%outis renewa ||(§¥ of cov rag ImIts on c contmuné/ of coverag
glslatg q esses thes Esu s by establis mg a rel su&an e mech
compried of all entities Wr|t|ng ea} are coverages In Throu hIS
mechanism, coverage . Is m?ma ava| able that provides t at the ree |st|n8

conditions restr|ct| IS a e 1o a person, gnly one time. Once a cover
Rerson has satls |e($ the fans greexlstmvé) condhtlonyrestrlch?n he or she WOU?d

t have to %gealn ace the restrictions e ing emP ers or. Insurance
com plan containe % teI bill assures “availability of covera?e
gre eltt flckmg and choosin 0yees In a group, assures renewability
nd places a cap on premium | creas

This, legislation the private health care insurance system an opportunit
0 Sdr e Shese O allenges. y pportunity

f. Olds, Commissioner
Date:
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FISCAL NOTE

STATE OF ALASKA BIlJ.no. B2
1991 LEGISLATIVE SESSION
Revision Date: ~ 4/5/91 Department Affected: ~ Commerce & Economic Dev.
Titlo;  An Act relating to health BRU:  Insurance
insurance for small employers Component:  Operations

Sponsor:  Senator Collins
Requestor:  Senator Coll ins COMPONENT SERIALNO.  Q UL.J-5

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES 0

TRAVEL 6.0 15 1.5 15 . _L5... 15
CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS
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FUNDING: (Thousands of Dollars)
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TOTAL
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TEMPORARY

Estimate of current year impact..

ANALYSIS: (Attach a separate page if necessary.)

In the firstyear, a substantial number of meetings with industry will be required
to assure thiat the operations of the association are satisfactonly established.
Eight meetings are anticipated in the first year and two per year thereafter.

Prepared By: Donald P. Koch, Chief of Market Survej*Tan”ed*hone: 465-2577

Division: Insurance Date; Jf( 'sfat
Approved by Commissioner Glenn A. Olds
Agency: Department of Commerce i Economic envelopment Date: <[-1f =91

Distribution (by preparer): Logislative Finance. Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Paae 1 of 1
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MEMORANDUM

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

| respectfully request a hearing in the Senate tabor and Commerce
Committee to take test|mon>é 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.



STATE OF ALASKA
1991 LEGISLATIVE SESSION

Revision Date;

FISCAL NOTE

Title: "An Act relating to the plumbing

and boiler standards of the state."
Sponsor:  Senator Ellason

Requestor:  Senate Labor & Commerce

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
GRANTS,CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact:

0.0

0.0

FY 93

0.0

0.0

None

BILLNO: SSSB 247

Department Affected: Labor

BRU:  Labor Standards & Safety

Component:
Mechanical Inspection

COMPONENT SERIAL NO. 346

FY 94 FY 95 FY 96 FY 97

0.0 0.0 0.0 0.0

0.0 0.0 0.0 0.0

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

Rev 10/90

Page 1 of 1



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 dpIumblng 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
P umbing code, the state can eliminate the conflicts that now exist among state and
ocal 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

sabf:pos plumb

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



Presented by: The Manager
Introduced: 04/15/S1
Drafted by: B.J.B.

RESOLUTION OF THE CITY AND BOROUGH OF JUNEAU, ALASKA
Serial No. 1505

A RESOLUTION URGING THE ALASKA LEGISLATURE TO ADOPT SENATE
BILL NO. 247 WHICH WOULD ADOPT THE 1991 EDITION OF THE UNIFORM
PLUMBING CODE AS THE MINIMUM PLUMBING CODE FOR THE STATE OF
ALASKA.

WHEREAS, the 1979 Edition of the Uniform Plumbing Code 1is
now the minimum plumbing code for the State of Alaska, and

WHEREAS, many municipalities in Alaska have adopted more
recent editions of the Uniform Plumbing Code, and

WHEREAS, conflicts now exist among state and local
building code officials due to state enforcement of the 1979
Uniform Plumbing Code, particularly with regard to the use of
plastic pipe, and

WHEREAS, this conflict has affected municipal capital
improvement projects as well as private construction projects,
and

WHEREAS, the widespread and safe use of plastic piping
materials in Alaska will lower both public and private sector
construction costs and increase the resistance of plumbing
systems to corrosion and freeze-thaw damage, and

WHEREAS, the Alaska Municipal League and many Alaskan
professional associations, including the fire chiefs,
firefighters, building officials, homebuilders, and architects
have indicated support for the adoption by the state of the
most recent Uniform Plumbing Code, and

WHEREAS, Senate Bill No. 247 would adopt the 1991 Edition
of the Uniform Plumbing Code as the minimum plumbing code for
the State of Alaska, and

WHEREAS, the City and Borough of Juneau Low Income
Housing Task Force reviewed this issue and recommended that
the Assembly adopt a resolution urging the Alaska Legislature
to adopt the 1991 Uniform Plumbing Code, including the
provisions on plastic pipe;



NOW, THEREFORE, BE 1T RESOLVED BY THE ASSEMBLY OF THE
CITY AND BOROUGH OF JUNEAU, ALASKA:

1. That the Assembly urges the Alaska Legislature to
adopt Senate Bill No. 247 which would adopt the 1991 Edition
of the Uniform Plumbing Code, including the provisions

relating to plastic pipe, as the minimum plumbing code for the
State of Alaska.

2. Effective Date. This resolution shall be effective
immediately upon adoption.

Adopted this 15th day of April, 1991.

Attest

-2- Res. 1505



United Association of Journeymen and Apprentices of the
Plumbing and Pipe Fitting Industry
PLUMBERS (W STEAMTITTERS LOCAL UNION NO. 367

610 W. 54TH AVENUE =+« ANCHORAGE, ALASKA 99518
DARREI | SMITH, BUSINESS MANAGER

PHONE (907) 562-2810

Okt ¢
April 23, 1991

Dick Eliason, Senator
State of Alaska

P.O. Box "V"

Juneau, Alaska. 99811

Re: Senate Bill #247. An Act relating to the Plumbing,

Mechanical and Boiler Standards of the
State of Alaska.

Dear Senator Eliason:

The purpose of this letter is to support the quick passage of

SB  #247. This Local Union has been critical of previous
Nationally established Plumbing Codes and their adoption in
Alaska. We have received and reviewed the "NEW" Code standards

and feel they are in the best interests of the StaLe and should
be adopted.

We also have received the "NEW" Boiler Code upgrade's and feel
this will also bring the State of Alaska into line with the new
technology of heating systems already in use in other States.

Again, | would encourage your support of this Bill.
I f | may be of further assistance on this matter, please
advise.

Respectfully,

Darrell F. Smith
Business Manager
U.A. Local 367



International Conference of Building O fficials
Alaska Southeast Chapter

POSITION PAPER IN SUPPORT OF SPONSOR SUBSTITUTE FOR
SENATE BILL 247 "AN ACT RELATING TO THE PLUMBING
AND BOILER STANDARDS OF THE STATE."

Our membership supports the adoption of construction safety
codes 1in a timely manner. The 1991 version of the Uniform Plumbing
Code (UPC) adopted by this Act will clearly serve the best
interests of Alaskan residents.

P O Box 211411 Auke Bay, AK. 99821



T, [ATE COMMITTEE REP S| I
ST COMMITTEE OF REFE

A/8/91
IS DATE 4/29/91 FURTHER
Data of 5-Day Notice: A DATE TURNED WW
INTO OFFICE

(in accordance with Uniform Rule 23)

Committee

Plumbing and boiler

[ 1 replace with [ 1 same title il;S
1]

new title H:

[ 1 attached amendment(s)

[ ] do pass JﬂjVSo

[ 1] do not pass

individual recommendations

ATTACHES NEW FISCAL NOTE(S):

Department(s)/Date Department(s)/Date: m

\S\ zero fiscal note(s)

[ ] appropriation-no fiscal note [ 1 Governor®s bill w/fiscal note SS

SIGNING DO BASS OTHER RECOMMENDATIONS

Signature and RecommencPation



May  Stsst

b I a a May 3, 1991

Afliliuecl wiili NAMB

The Honorable Drue Pearce
The Senate

Alaska State Legislature
P 0 Box V (MS 3100)
Juneau, AK 99811

Dear Senator Pearce:

I am writing on behalf of the Building Industry Association of
Anchorage concerning Senate Bill No. 247, a bill for an act
entitled "An Act relating to the plumbing, mechanical, and boiler
standards of the state."” I would encourage your consideration of
waiting to pass this bill out of committee until the proposed
standards are available for and have gone through a review process.

The homebuilders in our Association are quite active 1in the
tMunicipality of Anchorage®s code review process. They are very
cognizant of the process and the debate any code changes undergo
to be adopted. They are also aware that changes are usually not
sweeping nor necessarily impractical, so the idea of adopting the
1991 edition of the Uniform Plumbing Code, the 1991 edition of the
Uniform Swimming Pool, Spa, and Hot Tub Code, and the 1991 edition
of the Uniform Solar Energy Code 1is not inherently one we oppose.

It has, however, always been the practice to adopt any code or
revision to a code only after that code has been read and reviewed
by committees of individuals affected by given regulations. This
gives interested parties an opportunity to clarify what is meant

by any changes and to ascertain whether or not adaptations to local
conditions will need to be made. This process makes any code more
workable and often more in line with the intent of the regulation.

While the above-mentioned codes have-".all been adopted by the
International Association of Plumbing and Mechanical Officials,
copies of the codes to read and to review are not yet available,

not even for the code officials who will need to enforce them.

The Municipality of Anchorage is even now putting together the
committees which will review these and several other codes in their
entirety and in depth. This review process will be complete by the
end of the summer. We urge you to wait on passing SB 247 until this
can be accomplished and informed opinions about the codes involved
may be made available to you.

Very truly,

Maiy 1\, mcuu

Executive* Officer

Building Industry Association of Anchorage, Inc.
7891 Schoon, Unit E « Anchorage, Alaska 99518 « (907) 522-3605
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Senator Jim Duncan
P.O.BoxV  Juneau,Alaska  99811-3100 |
(907) 465-4766 e e

[
c

M EMORANUDUWM

TO! Senator Drue Pearce, Chair |
Senate Labor and Commerce Committee

FROM: Sen; can
DATE: April 22, 1991
SUBJECT: Hearing schedule for Senate Bill 250.

| 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.

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

Distric tC



SENATE COMMITTEE REPORT
I TRST COMMITTEE OF REFERS*I

DATE 4/12/91

Date of 5-Day Notice: 7'

(in accordance with Uniform Rule 23)

Committee considered

replace with

[ ]

] attached amendment(s)

letter of

do not pass

[ 1] no recommendation

individual recommendations
*
0

further referral to

[ ]

ATTACHES NEW FISCAL NOTE(S):
Department(s)/Date

fiscal note(s)
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Chair: /Signature

FURTHER
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STATE OF ALASKA BILL NO. sB 250
1891 LEGISLATIVE SESSION

Revision Dale: - Department Affected: Commerce & Economic Dev.
Title: Relating, ___BRU: — QccupfillOB&I-L Iftftimfag
of real — Component: Adalnlaxxa*laa-",

Sponsor: _J=EuJiHSI2Lfu,
Requestor: COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)
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 " " ft*

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 0 0 0 JL. L. o SL e Q.
TEMPORARY 0 0 0 0 0 2

Estimate of current year impact: ~ None

ANALYSIS; (Attach a separate page If necessary.) SB 250 creates a separate licensing category
for institutional real estate aPpra|sers. New funds are not required to implement this
bill.  **Revenue will be generated from application and license fees however, at this
time, we are unable to provide an estimate until we have some idea of the numbers of
Individuals who would be affected by the bill.

Prepared By:  Jennifer Strickler, Admin. Officer Phone: M5=IWi-

Division: Occupational Licensing{ Date: - -
- J)

Approved by Commissioner: , Jg3£SILAI 01d9

Agency: Commerce and Economic Development Dale: -+ LE

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

Rev 10/90 - mmPage J  of
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April 16, 1991

Senator Jim Duncan
Alaska State Senate
P. 0. Box V

Juneau, Alaska 99811

Re: Senate Bill 250
Dear Senator Duncan:

Our Association appreciates your introduction of SB 250.
We support passage of the bill, which will correct some
technical problems in the present statute.

If we can be of any assistance, please call me at 257-3442.

Lucille Stietz
Chair, Legislative Committee



ALASKA CHAPTER
OF THE

APPRAISAL
INSTITUTE

April 18, 1991

The Honorable Jim Duncan
The Senate of Alaska
3111 »C"™ Street
Anchorage, Alaska 99501

RE: Senate Bill 250

Dear Senator Duncan:

The newly organized Alaska Chapter of the Appraisal Institute,
which encompasses 180 appraisers, wishes to inform you of our
support of Senate Bill 250.

At our March meeting the proposed framework o:: this bill was
discussed at length and was endorsed by an overwhelming majority.
We feel this to be a significant piece of legislation that  will

positively affect our profession.

We look forward to working with you on this bill.

WAL/ZI11t

P.0. 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 Alaska LegrslatureJ)assed the Irmrts on investments _contained in AS 21.21
for th epur 03€ of promoting the sa etoy and soundness of the Aleis an domestic
msurance ust r;P Varjous pieces of A revent an A askan msurer

from concentratrn it Investments In on arPrcu ar type nvestment.
Copcentrat ?n In %artrcupar Investment ve?t cqes 1S unsag I th reqt
suffers Pro ems, a msurerma become insolvent. As an example, t elrea er
IS referred. to ercutrve Life | sku ance Company’s, domiciled in" California,
concentration of Investment in junk honds.

mber of years ago, the federal government in an effort tf rovrde a Iar?er
mar et for it agencies mort a{?e Tache sefurrtres passed le Ogrs ation cal
P i

the el o mor a%%g(ee packe secunﬁes'etg'swah'r'é)h” il S ¢ Tequlyte i

entities were allo t]o Invest. .This. ederal eqislation r% de a certain

number o years or the, states individually to Bt out 0 e( ?sem't% of

Htort age hacked sec%J H‘ry |Pvest entrestrrctrons 251 is Alaska’s legislation
esighed to opt out ot this federal preemption.

The read%r should note that this federal Iegrslatron Was pass

Prror to the cyrrent qenera coIIa[pse of real ‘estate values that
he lower contiguous Torty-eight states.

The Divjsion of(!ns nces tﬁ,the passage 0f SB 251, Alaska does not wish
to have its stan ar owere the action ofothers.

ed several years
has occurred In

Glenn A. Olds, Commissioner
Date:

oC.')
o-lO

F/JB/ng9395D



FISCAL NOTE

STATE OF ALASKA BILL NO. sB 251
1991 LEGISLATIVE SESSION
Revision Date: fZl Department Affected: ~ Commerce & Economic Dev.
ji(le;  Regulation of sécurities nefld  BRU:  Insurance
by insurers Component: ~ Operations

Sponsor; Senate Labor % Commerce

Requestor:  Senate Labor & Commerce 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 0 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 financial impact on the division.

Prepared Rv/*p»°an Brown, Administrative Officer Phone: 465-2597
Division: * Insurance . Date:

Approved by Commissioner: Glenn A. Olds '

Agency:. Department of Commerce & Economic Development Date: 6

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

Rev 10/90 Page 1 of

JB/dgl19392D/041591 a



MEMORANDUM State of Alaska

10: Senator Drue Pearce _ dgate: May 15, 1991
Chairman, Labor & Commerce Committee
Alaska State Senate FILE NO.:
THRU: TELEPHONE No.: (907) 465-2500

suBJecT: HCS SB 251 (L&C)

FroM: Larry Galloway . .
Assistant Coninifcssimier
Department of Cdmmerce
and Economic Development

SB 251 passed the Senate with your much apPreC|ated floor management. The
Bill has been modified in the House. This bill is currently in House Rules and
calendaring is expected shortly. The changes made do not impair the Bill
which is urgently needed this Session. It accom{)hshes the same thing as the
Senate version. “We would very much appreciate your assistance in seeking
Senate concurrence with the House amendments.

The principal difference between the two versions is that the House version is
more specific concerning the Alaska statutes applicable to the securities to be
requlated. Incidentally,” our concerns on the federal preemption of regulation
of this area are not unwarranted. There has been a recent insolvency directly
related to this type of investment. Its a good example of what can happen
when too many df the insurer’s “eggs are in one hasket."

Should you have any questions, Don Koch (465-2577) in the Division of
Insurance is the Berson andling this Bill in this Department. Thank you for
your help on this Bill.
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1075V Drue -

RE: SB 251 Changes

The houss change makes direct reference to the statutes governing

INVESTMENT BY INSURANCE COMPANIES.
NO SUBSTANTIVE CHANGES IN THE BILL



Alaska State Legislature

HOUSE OF REPRESENTATIVES
Office ofthe Chief Clerk

MESSAGE TO THE SENATE

May 18, 1991

Mr. President:

The House has passed SENATE BILL NO. 251 with the following
amendment:

HOUSE CS FOR SENATE BILL NO. 251 (L&C)
"An Act relating to regulation of securities held by insurers;
and providing for an effective date.”

and it is transmitted for consideration.

0|

chief Clerk of the house



Senator Drue Pearce, Chair
Senator Mirginia Collins, Vice Chair
Senator Dick Eliason

Senator Rick Hallord

Alaska State Legislature

Senator Jay Kerttula
SENATE LABOR A
COMMI
TO ALL SENATORS
FROM: Senator Drue Pearce, Ch

Labor & Commerce Commit

DATE: April

RE: SB 251

by insurers; and providing for an effective date."
AS 21.21 was amended last session to set

the Alaskan domestic insurance industry. The

legislation was to prevent an Alaskan
investment.

27, 1991

ND
TTE

%OMMERCE

WHILE INJUNEAU

P.0. BOX V

JUNEAU, ALASKA 99811
(907) 465-3844

3111 C STREET, SUITE 10
ANCHORAGE. ALASKA 99504

(Q07) 561-2018

"An Act relating to regulation of securities held

its investments in a single type

investment policy helps

investment type fail.

In order to

backed securities,
that would allow an

federal agency backed mortgages.
window period to adopt statute that allowed the state"s

investment policies to override this federal

Given the recent collapse of real
Alaska"s diverse
that would allow an

investment.

SB 251 allows the state"s diverse

I urge your support.

of

insure total

increase the market for federal
congress passed
insurer to concentrate their

limits on

investments by
intent of that
insurer from concentrating
A diverse

solvency should a single

agency mortgage
legislation a few years ago
investments in

The states were provided a

estate values
investment policy is preferential

insurer to concentrate

in the Lower 48,
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L&C Committee considered SB 251

Regulation of securities held by insurers; efd.

and recommended:
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f j new title
[ 1 attached amendment(s)
[ ] letter of intent adopted
[ ] do pass

[ 1] do not pass

[ 1] no recommendation

[i/f individual recommendations
[ 1 further referral to
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[ 1 fiscal note(s) zero Tiscal note(s)
CGy/ili*6 Ba/ ?/
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April 2, 1991
Drue ~

Re: Junk Bond Investments

Dave Walsh brought this over this morning. He says a loop hole
in state law may allow insurance companies to place over 5% of
their investments in "junk bonds". This would close that loop
hole.

The state has known about this potential for the last seven years
and has taken no action. This is the last year wecan take
action. Dave only became aware of the situation in the last
couple of weeks.

Dave Jmows of no one who opposes thisaction.

Should 1 have it drafted?
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IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

A DILL

For an AcL entitled: "An Act For the purpose of preventing Federal preemption
oF state limitations on investments by insurance
companies”

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

* Section 1. The Federal preemption provided In the Secondary Mortgage
Market Enhancement Act oF 1984, 15 U.S.C. Section 77r-I does not apply to
prohibitions or limitations on the purchase oF, holding of, or investment in
securities by persons transacting the business of insurance in Alaska under
AS 21.

* Section 2. This Act takes effect immediately.
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Hr it enacted hv the Sennit' anti 1lanan of llepresentntives at the
United States af America in Uan/ness assembled, 'I'hal. this /\t:t mav
IB 8r4|1|'?d as the’ “Secondary Mortgage Market Enhancement Act of

TITLE I-,SECURITIES LAWS AMENDMENTS

MOIITCACK ItKI.ATKD SEQUItITY

Sec. Suction llal ol the Securities Exchange Act of 1984 (15
1J.S.C. THe(a)l is amended by adding the following new paragraph at
e e tem ated security i

e term 'morjgage re security’ means a Securi
tha(t IS rated In one o*gtﬂ% Iwo ? est rat|)r/1 _categories %y 3{
Ieahst ,oHe nationally recognized sfatistical rating organization,
an e|t|( ;

er;
'(A) represents ownershg) of one or more promissor
notes' or certificates of interest or Partlmpanon In_suc
notes (Including any rights designed to assure servicing of,
or the receJPt or timeliness of rec,ewt hg the holders of Such
notes, certificates, or participations 0f amounts_payable
under, such notes, certificates, or participations), which

notes:

"Q are directly secured by a first lien on a single

arcél of real estate,. |nclu |n% stock aII%cate_d 0 a
welling unit in a resigential cQoperative housing cor-
poration, upon which Is located a dwelling or mixed
residential and commercial structure, or on a jcsjuen-
tial manufactured home as defined In_section %10. k|21 of
the National Manufactured_Housing Construction and
Safety Standards Act of 1974, whether such manufac-
tured” home is considered real or personal propert
un((jjer the laws of the State in which it is to he located:
an
_“(it) were originated by a savings and loan associa-
tion, “savings bank, commercial bank, credjt union,
msurange cgmpany, or similar jnstjtution which is su-
pervised and examined by a Federal or State authority,
or by a mortgagee approved by the .Secretary of Hous-
g\n aznﬁ g{bt n-Development pursuant to sections 205
notes nvolve a lien op the mapufacture
suc An titution or
proved for Insurance by

ome, bv an
Hous i

ny financial 1ystitutiorugta-t CF
ﬂ]g Secretary o? I
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It USC Mt

I’roliibilion.

lrliiin Development piiiMUsint. to suction 2 of lho Nn-
lionul 1l)iisiii|! Ail;or
"MB Is snrwrcil hy line or morn promissory notos or curlili-
(".eill's of micros! or participations in such union (with or
without nrourso (o the issuer IlioicoP noil, hy ils lcrms,
provides for payments ol principal in relation to payments,
or reasonable projections of payments, on notes meeting the
reipiircmcnts of subparagraphs (A) (i) and (ii) or certificates
of interest or participations in promissory notes meeting
such requirements.
For the purpose of this paragraph, the term ’promissorv note’,
when used in connection with a manufactured home, shall also
include a loan, advance, or credit sale as evidence by a retail
installment sales contract or other instrument.".

APPLICABILITY OK MARGIN REQUIREMENTS

eSue. 102. Seelion 7 of the Securities F.xcliane.e Act of ISUM (Hi
U.S.C. 7Kg) is amended hy adding the following new subsection at
the end thereof:

"lg) Subject to such rules and regulations as the Board of Gover-
nors of the Federal Reserve System may adopt in the public interest,
and for the protection of investors, no member of a national securi-
ties exchange or broker or dealer shall be deemed to have extended
or maintained credit or arranged for the extension or maintenance
of credit for the purpose of purchasing a security, within the mean-
ing of this section, hy reason of a bona lide agreement for delayed
delivery of a mortgage related security against full payment of the
purchase price thereof upon such delivery within one hundred and
eighty days after the purchase, or within such shorter period as the
Board of Governors of the Federal Reserve System may prescribe by
rule or regulation.”.

BORROWING IN THE COURSE OF BUSINESS

Sec. 103. Section 8(a) of the Securities Exchange Act of 11)31 (15
U.S.C. 78h(a)) is amended by adding the following new sentence at
the end thereof: "Subject to such rules and regulations as the Board
of Governors of the Federal Reserve System may adopt in the puolic
interest and for the protection of investors, no person shall be
deemed to have borrowed within the ordinary course of business,
within the meaning of this subsection, by reason of a bona lide
agreement for delayed delivery of a mortgage related security
against full payment of the purchase price thereof upon such deliv-
ery within one hundred and eighty days after the purchase, or
within such shorter period as the Board of Governors of the Federal
Reserve System may prescribe by rule or regulation.".

MORTGAGE RELATEU SECURITIES AS COLLATERAL

Sec. 104. Section II(dKI) of the Securities Exchange Act of 11)34
(15 U.S.C. 78k(dXl)) isamended by—
tl) inserting "(i)” between "or’and "any ;and
12) inserting the following immediately niter "thirty-five days
after such purchase”: "or (ii) any mortgage related security
against full payment of the entire purchase price thereof upon
such delivery within one hundred and eighty days after sucii
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purchase, or within sucli shorter period ns the Commission may
prescribe by rule or regulation”,

INVESTMENT HY DEPOSITORY INSTITUTIONS

Sec. 105. (a) Section 5(cKl) of the Home Owner's Loan Act of 1033
(12 U.S.C. 14G4(cXD) is amended by adding at the end thereof the
following:

"(S) Mortgage racked securities—Investments in secu-
rities that—
"(i) are offered and sold pursuant to section 4(5) of
the Securities Act of 1933 (15 U.S.C. 77d(5)); or
"(li) are mortgage relnted securities (as that term is
defined in section 3(aX4l) of the Securities Exchange
Act of 1934 (15 U.S.C. 78c(aK41l))), subject to such regu-
lations as the Board may prescribe, including regula-
tions prescribing minimum size of the issue (at the time
of initial distribution) or minimum aggregate sales
prices, or both.".

(b) Section 107 of the Federal Credit Union Act (12 U.S.C. 1757) is

amended—
(1) by redesignating paragraph (15) ns paragraph (10); and
(2) by inserting after paragraph (14) the following:
"(15) to invest in securities that—
"(A) are offered and sold pursuant to section 4(5) of the
Securities Act of 1933 (15 U.S.C. 77d(5)); or
"(B) are mortgage related securities (as that term is
defined in section 3(aX41) of the Securities Exchange Act of
1934 (15 U.S.C. 78daX41))), subject to such regulations as
the Board may prescribe, including regulations prescribing
minimum size of the issue (at the time of initial distribu-
tion) or minimum aggregate sales prices, or both;".

(c) Section 5136 of the Revised Statutes (12 U.S.C. 24) is nmendcd
by adding at the end of paragraph Seventh the following: "The
limitations and restrictions contained in this paragraph as to an
association purchasing for its own account investment securities
shall not apply to securities that (A) are offered and sold pursuant to
section 4(5) of the Securities Act of 1933 (15 U.S.C. 77d(5)); or (B) are
mortgage related securities (as that term is defined in section
3(aX41) of the Securities Exchange Act of 1934 (15 U.S.C. 78daX41))),
subject to such regulations as the Comptroller of the Currency may
prescribe, including regulations prescribing minimum size of the
issue (at the time of initial distribution) or minimum aggregate sales
prices, or both.".

PREEMPTION OF STATE TIWV

Sec. 10G. (aXl) Any person, trust, corporation, partnership, asso-
ciation, business trust, or business entity created pursuant to or
existing under the laws of the United States or any State shall be
authorized to purchase, hold, and invest in securities that are—

(A) offered and sold pursuant to section 4(5) of the Securities
Act of 1933,

(B) mortgage related securities (as thnt term is defined in
section 3(aX41) of the Securities Exchange Act of 1934 (15 U.S.C.
78daX41))), or

NBSTAT. 1GDl

Ante. p. UBJ.

1B5USC 77r-l.

*
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»'l securities issued or guaranteed hy the Federal Home Loon
Mortgage Corporation or the Federal National Mortgage
Association,

to the same extent Ilial such person, trust, corporation, partnership,
association, business trust, or business entity is authorized under
any applicable law to purchase, bold or invest in obligations issued
by or guaranteed as to principal and interest by tin* United Stales or
any agency, or instrumentality thereof.

&l Where Stale law limits the purchase/ holding, or investment in
obligations issued bv the United Slates by such a person, trust,
corporation, partnership, association, business trust, or business
entity, such securities that are—

1A) offered and sold pursuant to section 4(5) of tin* Securities

il LBC7L Act of 1933,

IB) mortgage related securities (as that term is defined in
section 3lall41) of the Securities Exchange Act of 1934 (15 U.S.C.

Ante. i 108 78c(a)(41)l), or

(9) securities issued or guaranteed by the Federal Home Loan
Mortgage Corporation or the Federal National Mortgage
Association,

shall be considered to be obligations issued by the United States for

T purposes of the limitation.

I’'mitiliftiniis. (1) Thu provisions of subsection (a) shall not nppiy with respect to
a particular person, trust, corporation, partnersnip, association,
business trust, or business entity or class thereof in nnv State that,
prior tu Ilm expiration of seven years after the dale of the enact-
ment of this /vet. enacts ti statute that specifically refers to lbis
section and either prohibits or provides for a more limited authority
to purchase, hold, or invest in such securities hy any person, trust,
corporation, partnership, association, business trust, or business
entity or class thereof than is provided in subsection (a). The enact-
ment by any State of any statute of the type described in the
preceding sentence shall not affect the validity of anv contractual
commitment to purchase, bold, or invest that was made prior there-
to and shall not require (lie sale or oilier disposition of any securi-

. ties acquired prior thereto.

KNIm-lm id Any securities that are offered and sold pursuant to section 4(5)
of the Securities Act of 1913 or that are mortgage reiated securities
las that term is defined in section 3la)(41)of the Securities Exchange
Vet of 1934 (15 U.S.C. 7Sc(a)(41))) shall be exempt from any law of
any State with respect to or requiring registration or qualification ol
securities or real estate to the same extent as any obligation issued
by nrguaranteed as to principal and interest by the United States or

Sliit ififl any agency or instrumentality thereof. Any State may, prior to the
l,llrtlilnllmlt expiration.o! seven years after the date ofthe enactment of this Act.
I"d enact n statute that specifically refers, to this section and requires

registration or.qUalification of. any. such security on terms that diffe?
from (hose applicable to any obligation issued by.the United Sta”s.

TITLE 11-SECONDARY MORTGAGE MARKET PROGRAMS
LIMITATIONS ON PARTICIPATION AGREEMENTS

Sec. 201. (a) The sixtli sentence of section 302(b)(2) of the Federal

12 USC 1717 National Mor*gage Association Charter Act is amended to read as
follows: "The corporation shall establish limitations governing the

maximum original principal obligation of conventional mortgages
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that are purchased by it; in any ease in which the corporation
purchases a participation interest in such a mortgage, the limitation
shull be calculated with respect"” to the total original principal
obligation of the mortgage and not merely with respecl to the
interest purchased by the corporation.”.

08 STIAT. 118

(b) The fifth sentence of section 305(aX2) of the Federal Home

Loon Mortgage Corporation Act isamended to read as follows: "The
Corporation shall establish limitations governing the maximum
original principal obligation of conventional mortgages that are
purchased by it; in any case in which the Corporation purchases a
participation interest in such a mortgage, the limitation shall be
calculated with respect to the total original principal obligation of
the mortgage und not merely with respect to the interest purchased
by the Corporation.”.

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

Sec. 202. (a) Section 302(d) of the Federal Home Loan Mortgage
Corporation Act is amended hy inserting after "located" the follow-
ing: "or a manufactured home that is personal property under the
laws of the State in which the manufactured home is located",

(b) Section 302(h) of the Federal Home Loan Mortgage Corporation
Act is amended by adding at the end thereof the following new
sentence: "The term ‘residential mortgagelalso includes a loan or
advance of credit secured by a mortgage or other lien on a manufac-
tured home that is the principal residence of the borrower, without
regard to whether the security property is real, personal, or mixed.".

(c) Section 302 of the Federal Home Loan Mortgage Corporation
Act is amended by adding at the end thereof the following new
subsection:

"(I) The term ‘mortgage insurance program’ includes, in the case
of a residential mortgage secured by a manufactured home, any
manufactured home lending program under title | of the National

Housing Act.".
PURCHASE OF SECOND MORTGAGES

Sec. 203. (a) Section 302(b) of the Federal National Mortgage
Association Charter Act isamended by adding at the end thereof the
following new paragraph:

“(5XA) The corporation is authorized to purchase, service, sell,
lend on the security of, and otherwise deal in (i) until October 1
1987, conventional mortgages that are secured by a subordinate lien
against a one- to four-family residence that is the principal resi-
dence of the mortgagor; and (ii) until October 1, 1985, conventional
mortgages that ore secured by a subordinate lien ngainst a property
comprising five or more family dwelling units. If the corporation,
pursuant to paragraphs (1) through (4), shall have purchased, serv-
iced, sold, or otherwise dealt with any other outstanding mortgage
secured by the same residence, the aggregate original amount of
such other mortgage and the mortgage authorized to be purchased,
serviced, sold, or otherwise dealt with under this paragraph shall
not exceed the applicable limitation determined under paragraph
(2)‘7(8) The corporation shall establish limitations governing the
maximum original principal obligation of conventional mortgages

12use; nr.i

use nr.i.

12USC 1702

*Si-cured loans.

12USe 1717

Kxpirntion
dates.

Principal
limitations.
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described in fiiilipnrngngili (Al in any nice in which (lie cmpointinn
piitrhnscs n participation interest in such ;i mortgage, the limilalion
chnll In* calculated wiih resped In the tola! original principal
obligation ol such mortgage described in subparagraph tA)and not
merely with respect In Hit* interest purchased hy the corporation.
Such limitations shall not exceed (i) witli respect Lo mortgages
described in subparagraph (A)(i), 50 per centum ol the single-lamily
residence mortgage limitation determined under paragraph (2); and
(i) with respect lo mortgages described in subparagraph (A)lii), the
applicable limitation determined under paragraph (2).

I'niliiliillums "(C) No subord'nnte mortgage against a one- to lour-lamily resi-
dence shall lie purchased by the corporation if the total outstanding
indebtedness secured by the property ns a result of such mortgage
exceeds Kll per centum of the value of.such property unless (i) that
portion of such total outstanding indebtedness tint exceeds such HO
per centum is guaranteed or insured by a qualified insurer as
determined by the corporation; (ii) the seller retains a particiontion
of not less than 10 per centum in the mortgage; or (iiii for such
period and under such circumstances as the corporation mav re-
quire, the seller agrees to 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 sentence
only by reason of compliance with the requirements of clause ui) of
such sentence.".

12USC 1] (b)(1) Section 302(h) of the Federal Home Loan Mortgage Corpora-
tion Act isamended—

(A) in the first sentence, by striking out "first"; and

(B) by striking out "The maximum principal obligation" and
all that follows through "associations.” and inserting in lieu
thereof the following: "Such term shall also include other se-
cured loans that are secured by a subordinate lien against a
property as to which the Corporation may purchase a resi-
dential mortgage as defined under the first sentence of this

subsection.”.
I'xpirntion (2) Section 305(a) of such Act is amended by adding at the end
l |U'\§e thereof the following new paragraph:

"(4)(A) The Corporation is authorized to purchase, service, sell,
lend on the security of, and otherwise deal in ti) until October 1,
1087, residential mortgages that are secured by a subordinate lien
against a one- to four-family residence that is the principal resi-
dence of the mortgagor; and (ii) until October 1 1985, residential
mortgages that are secured by a subordinate lien against a property
comprising five or more family dwelling units. If the Corporation
shall have purchased, serviced, sold, or otherwise dealt with any
other outstanding mortgage secured by the same residence, the
aggregate original amount ofsuch other mortgage and the mortgage
authorized lo be purchased, serviced, sold, or otherwise dealt with
under this paragraph shall not exceed the applicable limitation
determined under paragraph (2).
Principal_ "(B) The Corporation shall establish limitations governing the
limrnliofis. maximum original principal obligation of such mortgages. In any
case in which the Corporation purchases a participation interest in
such a mortgage, the limitation shall be calculated with respect to
the total original principal obligation of such mortgage secured by a
subordinate lien and not merely with respect to the interest pur-
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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 lbur-lI'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

Sec. 204. Section 302(i) of the Federal Home Loan Mortgage
Corporation Ac* is amended by striking out ""a State or any agency 12 USC I I")l.
or instrumentality of either” and inserting in lieu thereof "any of its
agencies or instrumentalities™.

MULTIFAMILY MORTGAGE LOAN-TO-VALUE RATIO

Sec. 205. (a) The second sentence of section 302(bX2) of the Federal
National Mortgage Association Charter Act is amended Lv inserting 12 USC 1717.
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 12USC lint
"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

Sec. 20G. (a) Section 302(bX2) of the Federal National Mortgage
Association Charter Act is amended by striking out the penultimate ,1/iir. p. 1(in2.
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 12USC 1711
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.™.



DBSTAT. MNii PUBLIC LAW T8-MO- OCT. ", 11)%4
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12 USC 1712

President ol 11
12 USC 1721,

12 USC 17211

12 USC 17211
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Lile it 118l

Kxlonsion

(It) NooUon .;(lulail2l ol lin* Federal Home l.uan Mortgage Corpora-
lion Ad is amended by striking out (lie pennllimale sonienco ami
insertiug in hen thereof llie 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 Ihe 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.".

humid of humerous of federal national mortgage association

Sec. 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: Il have a
hoard of directors, which shall consist of eighteen persons, live of
whom shall he appointed annually bv Ihe 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

Sec. 208. Section 2(IMIhl 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 il ol each year, report to lhe 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 \ct 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

Sec. 210. Section 300 or the Federal Home Loan Mortgage Corpo-
ration Act is amended by adding at the end thereof the following  "<7slat. 1
new subsection: 12 USC I i
"'(h) The Corporation may not guarantee mortgage-backed securi-  Frontertion-
ties or mortgage related payment securities backed by mortgages
not purchased hy the Corporation.™.

PREFERRED STOCK OF FEDERAL IIOMF. LOAN MORTGAGE CORPORATION

Sec. 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
MARKET

Sfc. 212. Not later than one hundred and eighty days after the Report.
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 l,0an 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.
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AUTHORITY OK SECRETARY OK MOUSING AND UIIIIAN DEVELOPMENT
REGARDING FEDERAL NATIONAL MORTGAGE ASSOCIATION OIILIGATIONS

Sec. iil.’L on Tlio second sentence ol section dtllkh) ol' the Federal
National Mortgage Association Charter Act is amended by inserting
"before October I, 11)85 alter "corporation™.

Ib) The last sentence of section 811 of the Federal National
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 11LR. 1557 (Comm, on Enemy
Cmnniorcel.
SENATE REPORT No. 1821l (Comm, on Unnkitm. Housing, nnd Urban Affairs!.
CONGRESSIONAL RECORD:
Vol. 121) (IIIHI: Nov 17. considered nnd pnssed Sound’.
Vol. 1SO (1Us1t: Fob. U enrlier nnssneo viliotod; considered nnd dpnssed Sennle.
Sept. il. considered nnd pnssed House, nrnende
Sept. 2(i, Sennte concurred in Mouse nmendment.
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TO: Ilike Ford, Legislative Counsel
Legal Services Division

FROM: Rod R. Mourant, Legislative Aide
Senate Labor & Commerce Committee

DATE: April 9, 1991

RE: Legislation - Investment Limitations

Mike, please draft the attached with the. appropriate statutory
references. The measure is self explanatory. Please show Senate

Labor & Commerce as the sponsor.

Thanks.

Attachment



DRAFT /N 3-26-91 04:00

IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act for the purpose of preventing federal preemption
of state limitations on investments by Insurance
companies"

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

* Section 1. The federal preemption provided in the Secondary Mortgage
Market Enhancement Act of 1984, 15 U.S.C. Section 77r-I does not apply to
prohibitions or limitations on the purchase of, holding of, or investment in
securities ty persons transacting the business of insurance in Alaska under
AS 21.

* Section 2. This Act takes effect immediately.

0153N






Alaska State Legislature

3111 C Street, Suite 150 During Session:
Anchorage, Alaska 99503 P.0. Box V
(907)561-2038 Juneau, Alaska 99811

(907) 465-4993

Senator Drue Pearce

District G
MEMORANDUM
TO: Representative Davide Finkelstein, Chair
House Labor & Com ee
FROM: Senator Drue Pearce
DATE: May 16, 1991
RE: CSSB 262 (L&C), Relating to altering administrative

employees overtime wages

CSSB 262 would make our Alaska Statutes consistent with federal
regulations regarding overtime wages for management employees.
The b ill was introduced at the request of hotel and restaurant
owners and operators. It comes as a result of a compromise
worked out between employees and management, therefore organized
labor has adopted a neutral policy toward the legislation.

Alaska is the only state which requires management employees to
spend at least 80% of their time in administrative functions
before being exempted from overtime pay requirements. Currently
most states match federal regulations which only require 60% of
time spent on management duties.

In the Labor & Commerce Committee an extra safeguard was made for
low income management to ensure that their income was not further
diluted by an inability to collect overtime. In order to qualify
under the new percentages of this legislation, a management
employee must make two times minimum wage.

These requirements have a great impact on the hotel/restaurant
industry, where most management employees also "work the line".
It is very difficult, if not impossible to meet this hourly
requirement. Consequently, many employers and management
employees are working in violation of the current law.

Passing this legislation w ill alleviate these discrepancies. |
urge your individual support.

Thank you.
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1991 LEGISLATIVE SESSION
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Title: "An Act relating to coverage of BRU: Labor Standards & Safety
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fiscal note is appropriate.
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Prepared by: Bob Libbey, Director
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Alaska State Legislature

Senator Drue Poarco, Chair
Senator Virginia Collins, Vice Chair
Senator Dick Eliason

Sonator Rick Halford

Senator Jay Kerttula

SENATE LABOR AND COMMERCE

WHILE IN JUNEAU
P.O. BOX V

JUNEAU, ALASKA 99811
(907) 465-3844

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

COMMITTEE
MEMORANDUM
TO: Members of theCommi
FROM: Senator Drue
DATE: May 6, 1991
RE: SB 262, Relating to altering administrative employees

overtime wages

SB 262 would make our Alaska Statutes consistent with

federal

regulations regarding overtime wages for administrative
employees. The b ill was introduced at the request of hotel and

restaurant owners and operators. It comes as a

result of a

compromise worked out between employees and management, therefore

organized labor has adopted a neutral policy toward

legislation.

the

Alaska is the only state which requires management employees to

spend at least 80% of their time in administrative

functions to

be exempted from overtime pay requirements. Currently most
states match federal regulations which only require 60% of time

spent on management duties.

These requirements have a great impact on the hotel/restaurant
industry, where most management employees also "work the line".

It is very difficult, if not impossible to meet this hour
requirement. Consequently, many employers and management
employees are working in violation of the current law.

Passing this legislation will alleviate these discrepancies. |

urge your individual support.

Thank you.



£UasUa fa>tste legislature

SENATOR BETTYE FAHRENKAMP WHILE IN JUNEAU
CHAIRMAN, LEGISLATIVE COUNCIL PO.BOXV
CHAIRMAN, ADMINISTRATIVE REGULATION JUNEAU, ALASKA 99811

REVIEW COMMITTEE CAPITOL, ROOM 125
119 N. CUSHMANS*. EET, SUITE 201 OFFICE (907) 465-9034
FAIRBANKS, ALASKA 99701 Senate HOME (907) 780-6027

OFFICE (907) 452-4882
HOME (907) 456-2899

May 17, 1991

MEMORANDUM

TO: Chairman David Finkelstein
House Labor and Commerce Committee Members

FROM: Sen. Bettye Fahrenkamp

re: SB 262, Altering Administrative Employees Overtime
Wage Laws.

At the request of the hotel/restaurant operators, | helped draft
Senate Bill 262, which would bring Alaska statutes in line with
federal regulations regarding overtime wages for administrative
employees. SB 262 was introduced by the Senate Labor and
Commerce Committee and passed the Senate recently, by an 18-0
vote.

This bill is a compromise worked out between organized labor,
hotel/restaurant management and the Department of Labor. Some
have characterized SB 262 as an anti-labor bill.- 1 have
been given assurances by Mano Frey (President, AFL-CIO )
and Harriet Lawler (Business Manager for the hotel workers
union) that they do not view it as such. Rather, SB 262 corrects
an inconsistency between state and federal law.

Currently Alaska is the only state which requires
management employees to spend at least 80%m of their time
(most match federal regs. which require only 60%) in
administrative functions to be exempted from overtime pay
requirements. For many hotel/restaurant managers who help
work "on the line" during peak work loads, this is a difficult, if not
impossible requirement to meet.



Consequently, many employers and management employees in
Alaska are are knowingly or unknowingly working in violation of the

current law.

For administrative employees benefit, SB 262 mandates that they be
paid at least twice the minimum wage if they are to be
exempted from overtime laws.

Also, because of the section of statute being amended, employers will
now be required to keep track of the hours the administrative
employee spends in management versus line functions. Because
this function is currently the responsibility of the employee
(most of whom are unaware of these requirements,) few are
claiming or getting naid for overtime.

For a good number of years | 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 fold-from increased wages to improved work conditions to
better workers' compensation coverage. This proposal is a
moderate request by management which gives them some
breathing room and does not adversely affect organized
labor.

Given the compromise process which has already occurred, |
respectfully request the passage of SB 262 from House Labor and
Commerce Committee. Thank you for your consideration and
assistance.



7-L.S1142SD.1
Cramer
05/06/91

AMENDMENT

OFFERED IN THE SENATE BY SENATOR PEARCE
TO: SB 262

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"
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FURTHER:

DATE TURNED

(in accordance with Uniform Rule 23) INTO OFFICE
Labor and Commerce Committee considered SB 262
Coverage of certain executive or administrative employees of retail
service establishments under the state minimum wage laws; efd.
and recommended:
[ £]/replace with CG </0/0 X Ll CL+O) [ 1] same title
[ new title
[ ] attached amendment(s)
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[ 3 fiscal note(s)

[ 1 appropriation-no fiscal note
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firzero fiscal note(s)

[ 1] Governor's b ill w/fiscal note

/

and Recommendation



Alaska State Legislature

3111 C Street, Suite 150 During Session:
Anchorage, Alaska 99503 P.O. Box V
(907)561-2033 .Juneau, Alaska 99811

(907) 465-4993

Senator Drue Pearce

District G
MEMORANDUM
TO: Representative Davide Finkelstein, Chair
House Labor & Con ee
FROM: Senator Drue Pearce
DATE: May 16, 1991
RE: CSSB 262 (L&C), Relating to altering administrative

employees overtime wages

CSSB 262 would make our Alaska Statutes consistent with federal
regulations regarding overtime wages for management employees.
The b ill was introduced at the request of hotel and restaurant
owners and operators. It comes as a result of a compromise
worked out between employees and management, therefore organized
labor has adopted a neutral policy toward the legislation.

Alaska is the only state which requires management employees to
spend at least 80% of their time in administrative functions
before being exempted from overtime pay requirements. Currently
most states match federal regulations which only require 60% of
time spent on management duties.

In the Labor & Commerce Committee an extra safeguard was made for
low income management to ensure that their income was not further
diluted by an inability to collect overtime. In order to qualify
under the new percentages of this legislation, a management
employee must make two times minimum wage.

These requirements have a great impact on the hotel/restaurant
industry, where most management employees also "work the line".
It is very difficult, if not impossible to meet this hourly
requirement. Consequently, many employers and management
employees are working in violation of the current law.

Passing this legislation w ill alleviate these discrepancies. |
urge your individual support.

Thank you.



B ill No: Senate Bill No. 262 (L&C) Date: May 13, 1991

Title: "An Act relating to coverage of Contact: Eileen Plate
certain executive or administrative 465-2700
employees of retail or service
establishments from the overtime
requirements of the state minimum

wage laws"

Committee Substitute for Senate B ill 262 (L&C) seeks to align Alaska's overtime
exemption criteria for executive/administrative employees in retail and service
establishments more closely with the criteria applied under the Fair Labor Standards

Act (FLSA).

The FLSA distinguishes executive/administrative employees in retail and service
establishments from those similarly employed in other establishments. Specifically,
for the purposes of exemption, the FLSA provides that employeesin retail or service
establishments are exempt if the employees spendat least 60% of their time
performing executive/administrative duties. For employees in other establishments,
the requirement is 80%.

Current Alaska law exempts bona fide executive and administrative employees from
Alaska's Wage and Hour Act, which includes overtime laws; however, no differentiation
is made between types of establishments. /Departmental regulations require use of
the 80% criteria "across-the-board" for determining whether or not an employee is
a bona fide executive or administrative employee for overtime exemption purposes.

As permittf't' under the FLSA, under the provisions of this b ill, the 60% work
responsibility criteria would be used. Specifically, employees of retail or service
establishments who spend at least 60% of theirtime each week performing
executive/administrative duties would be exempt from Alaska's overtime law. The b ill
further stipulates that the exemption would be operative only if the
executive/administrative employee earns at least twice the minimum wage, based upon
a 40 hour work week. Presently, this would be $380 per week ($4.75/hr (minimum wage)
X 2 x 40 hours).

Inasmuch as many retail and service establishments in Alaska (hotels and restaurants,
for example) employ large numbers of lower paid workers, the wage floor provisions
in the committee substitute mitigate the Department's concern regarding a relaxation
of the overtime law.

The provisions of this b ill will not have a fiscal impact on the Department.

APPROVED:

POSITION PAPER/Department of Labor
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Mily 0(1, 1991
Alaska Senate Labor & Commerce Committee

Senator Drue Pearce, Chairman

ScnaLor Virginia Collins, Vice-Chairman )
sOnat Or l)ielc Eliason |

Senator Pick Halford

Stmator Jay Karl tula

ear Committee Members:

The Alaska Cabaret, Hotel, Upstaurnnt and Retailers Association
support s the 1intent of Senate bill 262 and urges that this
proposed legislation be enacted.

Thitnk you rlor your consideration of our position.

Yours truly,

Carol W1l1lsoil

lixeeulive DirOctOr
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laska V isitors A ssociatio
501 West Northern Lights, Suite 201 « Anchorage, Alaska 99503
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& 47

Bob Berto /" Johne Binkley
President Vice President

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

n






CLASSES OF RESPONSE ACTION CONTRACTORS

I. Response Group - RAC actually controls the response for
some period of time.

A. Alyeska Pipeline Service Company

Alyeska prepared an initial (72 hour) spill response
plan and gave it to shippers with which Alyeska
contracts for response. The initial response plan
was to be incorporated into the shipper’s
contingency plan as ultim ately approved by

the state. Alyeska, by contract with the shipper,
responds immediately, even without a request by the
contingency plan holder. Alyeska remains as the lead
responder and controls the response until the
soiller takes over or the spill response is
federalized. Alyeska only performs this function in
Prince W illiam Sound for TAPS traffic to and from
the Valdez terminal.

Il. Response/Resource Group - Cooperative organizations
responding as a resource on behalf of members.

A. Cook Inlet Spill Prevention Response, Inc.

CISPRI is currently a 10-member cooperative

providing spill response resources for its

members. CISPRI is preparing a technical reference
manual for use by its members. The co-op members are
contingency plan holders who contract with CISPRI for
response services that the spiller or plan holder
directs. CISPRI operates in Cook Inlet.

B. Alaska Clean Seas

ACS is a cooperative similar to CISPRI. It currently
has 13 members, most of whom are contingency plan
holders. ACS developed a manual of services or
response strategies that each member could incorporate
into a contingency plan, such as procedures for
in-situ burning or preparation of an equipment
database. ACS provides response services on behalf cf
its members at the request of a member. ACS works as
part of the unified response team which includes ACS
employees, independent suppliers' employees, and
village response teams. ACS operates in the

North Slope.

I1l. Resource Suppliers - Companies which contract with



primary responder RACs or contingency plan holders to
supply equipment and personnel.

A. VECO

B. VCRA

c. Martech
Each of these firms are independent contractors with a
RAC or a contingency plan holder to provide additional
response resources. Frequently, pre-spill contractual
arrangements are made for those supplies and services.
For instance, Alyeska and CISPRI contract with VECO
for resources. Contracts can also be entered into on
the spot during a spill response. These firms neither
control the response nor direct contingency plan
compliance.

(AVA Pinch Hitters - "Minor" players performing specific tasks

during response activities.

A.

Contractual Services - These are individuals or groups
which have a contractual arrangement in advance or on
the spot to perform a discrete task as assigned. The
contract can be with any of the other types of RACs or
with the contingency plan holder or spiller. For
example, Alyeska has contractual arrangements with
fishing vessels to deploy boom and conduct o il
containment activities during a spill response.

Volunteers - These are individuals or groups who
assist on their own initiative or on request by some
spill response, participant.



SECTIONAL ANALYSIS

PROPOSED RESPONSE ACTION CONTRACTOR LEGISLATION

Section 1. Amends current law establishing strict
liab ility for certain persons (persons who own or control
oil or other hazardous substances) for damages to persons
or property or natural resources. The amendments (1)
clarify that the subsequent sections of the b ill (secs. 3
and 4) take precedence over the "nothwithstanding"”
language in current law; and (2) delete the definition of
"damage,"” which definition is revised and reinstated in
section 2 of the b ill.

Section 2. Adds a new subsection to the strict liability
section (above), defining damages. The term is expanded
to include damages for which a response action contractor
(RAC) is immunized from liab ility by subsequent sections
of the b ill. Has the effect of clarifying that if a RAC
is immunized from liab ility for an action by the b ill,
the liability, for that action flows back to the spiller
or owner of the oil.

Section 3. Amends current law dealing with hazardous
substance RAC's to |lim it the applicability of the section
to substances other than o il. Has the effect of

retaining simple negligence as the standard for those
responding to releases of hazardous substances ether than
oil. (Note that a RAC responding to a non-oil release
may be strictly liable for damages in certain

circum stances; for example, if the RAC's acts are
"contrary to a response plan or order by a state or
federal agency having jurisdiction over the release...”

Section 4. Creates a new section dealing with the
liability of RAC's responding to the release of oil.
Limits liability to acts of gross negligence or
intentional misconduct, with certain exceptions. The

exceptions are:
(1) The RAC is the spiller or owner of the o il;
(2) The RAC substantially deviated from a
contingency plan that that RAC either prepared
the C-plan or agreed to comply with the terms



of it, unless the federal or state on-scene
coordinator ordered the deviation;

(3) The RAC’'s act or omission caused personal

injury or death;

(4) The RAC's act or omission caused damage to

personal property; or

(5) The RAC's act or omission occurred more than 30

days after the release.

States that if an RAC's liability is not limited
(that is, if the act or omission falls within one of the
exceptions above), the RAC is liable for acts of simple
negligence. PROBLEM: This language may have an
unintended effect: When the RAC is also the spiller, the

language could be interpreted to set the liability
standard at simple negligence instead of strict
liability.

Defines "response action" to include only actions
taken during mitigation and clean-up. Current law,
applicable to both oil and other hazardous wastes,
includes a broad spectrum of other activities such as
planning, mapping and engineering in the definition. The
b ill would leave this definition unamended for hazardous
substances other than o il, but lim it the definition for
oil.

Sections 5 and 6. Moves the definitions of "response action

contract" and "response action contractor"” from AS
46.03.823 (dealing, after amendment, only with response
actions for hazardous substances other than oil) to the
general definition section. Thus, the definitions would
apply to both response action contractor sections.

Section 7. Sets up an interim review of response action

contractor liability, with a report to the legislature by
January 15, 1992. The structure of the review is left
open for the com mittee/legislature to fill in as
appropriate.

Section 8. Immediate effective date.



