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or medical payments coverage, or as workers' compensation benefits and may not
duplicate amounts paid or payable under valid and collectible automobile bodily injury,
death, or medical payments coverage, or as workers' compensation benefits. For
purposes of this_:ubscctlon. uninsiir i and underinsured motorist coverage Is
ejeegssnpd payable if the insured_ha.s bodily, injury or Dronertv damage and the
damflggs.y.wyd ammnto Payable under other valid and collectible automobi'i
liability insurance coverage.

» See. 4. AS 28.20.445(h) and AS 28.40.100(a)(22) arc repealed,

» Sec. 5. APPLICABILITY. Except as required by the application of see. 6 of this Act. this
Act applies to a motor vehicle liability insurance policy entered into or renewed on or after the
effective date of this Act.

» Sec. 6. Section 4 of thisAct is retroactive to September 2. 1990.

» Sec. 7. Sections 4 - 6 of this Act take effect immediately under AS01.10.070(c).

» See. 8. Sections | - 3 ofthis Act take effect July 1, 1995,
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CS FOR SENATE BILL NO. 95(JUD)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION
BY THE SENATE JUDICIARY COMMITTEE

Olf'-ird:
Referrrd:

Sponsor'd. SENATE LABOR AND COMMERCE COMMITTEE
A JILL

FOR AN ACT ENTITLED
"An Act relating (o automobile liability insurance coverage Tor uninsured or

underinsured motor vehicles; and providing for an effective date.”

HE IT ENACTED BY THE LEGISLATURE OF THF. STATE OF ALASKA:

m Section |I. INTINT. Itis the intent of the legislature that this Act reverse the decision of
the United States Distnct Court for the Distnct of Alaska, in Colonial Insurance Company of
California v. Tumbleson. Civil No. A94-184CV (January 20. 19951. in which the court
determined that in some cases undennsured motor vehicle insurance was not coverage excess
to liability insurance coverage. It is also the intent of the legislature that undennsured motor
vehicle insurance should be available whenever the damages of an insured arc greater than
amounts payable under other motor vehicle insurance coverage.

e Sec. 2, AS 21 89 020(c) is amended to read:

(c) An insurance company offenng automobile liability insurance in this state

for bodily injury or death shall, initially and at each renewal, offer coverage presenbed
in AS 28.20 440 and 28.20.445 or AS 28.22 for the protection of the persons insured
under the policy who arc legally entitled to recover damages for bodily mjun or death

oI« CSSB 95/JUDI
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from owners or operators of uninsured or underinsured motor vehicles. 'Hie limit
written may not be less than the limit in AS 28.20.440 or AS 28.22.101. Coverage
required to be offered under this section must include the following options:

(1) policy limits equal to the limits voluntarily purchased to cover the
liability of the person insured for bodily injury or death;

(2) except when die coverage consists of motorcycle liability insurance,
and except for a named insured required to file proof of financial responsibility under
AS 28.20 or an applicant required to file proof of financial responsibility under
AS 28.20. policy limits in the following amounts when these limits arc greater than
those offered under (I) of this subsection:

(A) S100,000 because of bodily injury to or death of one person
in one accident, aad. subject to the same limit for one person, $300,000
because of bodily injury to or death of two or more persons in one accident:

(Bl $300,000 because of bodily injury to or death of one person
in one accident, and. subject to the same limit for one person, $500,000
because of bodily injury to or death of two or more persons in one accident;

(©) $500,000 because of bodily injury to or death of one 2£
more persons IPERSON] in one accident (, AND. SUBJECT TO THE SAIME
LIMIT FOR ONE PERSON. $500,000 BECAUSE OF BODILY INJURY TO
OR DEATH OF TWO OR MORE PERSONS IN ONE ACCIDENT);

iD) S500.000 because of bodily injury lo or death of one person
m one accident, and. subject to the same limit for one person. $1,000,000
because of bodily injury to or death of two or more persons in one accident;

<F) $1,000,000 because of bodily injury to or death of one 2£
more person* (PERSON) in one accident (( AND. SUBJECT TO THE SAME
LIMIT FOR ONE PERSON. $2,000,000 BECAUSE OF BODILY INJURY TO
OR DEATH OF TWO OR MORE PERSONS IN ONE ACCIDENT);

(3) other policy limns at the option of t) e insurer.

e See. 3. AS 28.20.445(™1 is amended to read:
(b) An amount payable under th: uninsured and undennsured motorist

coverage shall be excess lo an amount payable under automobile bodily injury, death,
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or medical payments coverage, or as workers' compensation benefits and may not
duplicate amounts paid or payable under valid and collectible automobile bodily injury,
death, or medical payments coverap, or as workers' compensation benefits. For
purposes of this subsection, uninsured and underinsured motorist coverage is
excess and payable if the insured has bodily injury or property damage and the
<lamt»gcs _cxceccl amounts_paMtle_undeLQUicr va)i(l_an(l_collectibie automobile
liability insurance coverage.

» Sec. 4. AS 28.20.445(h) and AS 28.40.100(a)(22) are repealed.

» Sec. 5. APPLICABILITY. This Act applies to @ motor vehicle liability insurance policy

entered into or renewed on or after the effective date of this Act.
» See. 6. This Act takes effect July 1. 1995,
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March 28, 1995

Senator Tim Kelly

Alaska Senate

State Capitol

Juneau. Alaska 99801-1182

Re  Committee Substitute for Senate Bill 95
Dear Senator Kelly

| am writing to you on behalf of State Farm regarding CSSB 95. State Farm has
approximately 32% of the automobile insurance market in Alaska.” We have been involved in the
legislative structuring of the mandatory automobile insurance program here in Alaska from the outset
e on?m_ally rproPosed the mandated offer of UM/UIM as a means of allowing Alaskans a way of
ﬂuaran eeing for themselves protection from the uninsured and/or underinsured driver. Sadly, we
ave seen what started out to be a simple, affordable and easy to administer concept become
something that is complicated, expensive and subject to differing opinions by many, inclu mg_ two of
our three federal judges Your committee has the ability to begin the process of correcting this
problem, and we hope that it does so

_ At the outset, we wish to state that we do not believe the answer to this problem is set forth
in the onginal version of SB 95. nor in CSS 95. which we have reviewed as quickly as we have been
able Neither solves the excess problem created by the 1990 amendment.  The CS vividly
demonstrates the comlolexny that is created by mandating so man%_dﬁferent kinds of offers - Neither
of these solutions will stop the dramatically increasing cost o f this coverage  Neither will create a
coverage that is easily explained to and understood by our policyholders.

There is a much simpler, more effective solution to this ﬁroblem. That is to return to where
we be?an with tlus coverage We recommend |hat you eliminate the mandated reoffer of this coverage
at the lime of ever/ renewal It is one thing to educate by notices sent at the time of renewal, but it
IS quite another to require the offer ofa number ofcom’ohcated, different coverages at everK renewal
Second, we recommend you link the amount of UM/UIM coverage one may purchase to the amount
of liability coverage one chooses to purchase We do not believe it makes any sense at all for
someone to be allowed to buY more protection for themselves f.an they are willing to provide for
someone else Flnallg, we strongly recommend that you emanate this coverage as excess This
change, made in 1990. in our view is totally unnecessary, and has proven to be expensive. The
adoption of these three simple recommencations would again create in Alaska a system providing for
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a mandated offer of UM/UIM that is simple, easy to administer, easy for our policyholders to
understand and finally as affordable as such a system can be.

To see this is so, we would like to briefl¥ explain the evolution of this coverage in Alaska.
We would then like to explain the history of rate changes and set forth the effect we believe our
recommended changes would have, as well as the effect we believe the other chan?es would have.

Finally we would like to explain why (aside from the issue of expense) we believe the idea of

making this coverage excess is a bad one.
Evolution of UM/UIM Coverage In Alaska

~In 1983, mandatory automobile insurance was an issue tvat was hotly debated in this
qu_lslature We opposed the adoption of mandatory automobile insurance in short because we
believed the approach advocated through the legislation then pending would be both costly and
ineffective We instead argued the only real way one could guarantee protection from uninsured or
underinsured drivers was to purchase uninsured and underinsured coverage. | enclose herewith a
copy of testimony | gave before this very committee in May of 1983, and as you can see on pages 7
and 8 of that testimony, we arqued for mandated offers of UM/UIM to guarantee compensation to
victims of financially irresponsible motorists

Ultimately, legislation was aPprpved_ which adopted a form of compulsory insurance without
the administrative burdens of the legislation initially proposed, coupled with a mandated offer of
UP/UNM coverage equal to the amounts the insured chose to purchase voluntarily. The original
intent of this coverage was to guarantee Ihat regardless of whether an insured was struck by an
uninsured or an underinsured driver, the insured would at least be able to collect an amount equal to
the limits of UM/UIM they chose to purchase themselves

In & sense, this coverage was replacement coverage, filling in the gap hetween the limits of
the at fault party and the UM/UIM limits the insured chose to purchase The purpose of this
covera%e was to quarantee that the insured would always be at least in th: same position he or she
would have 'ten In had the at fault party purchased liability limits equal to the UM/UIM I|m|LtJ the
insured chose to purchase In other words, if an insured chose to purchase $100,000 of UM/UIM
coverage, the insured would know that regardless of the resources of the at fault party, the insured
would have $100,000 of protection I the mnsured was hit by someone with no insurance, the insured
would have available the entire $100,000 of UM/UIM coverage If the insured was hit by Someone
with $50,000 of coverage, the insured would have available $50,000 of coverage from their UM/UIM
s0 again, they would recover a total of $100,000. the limit of their UM/UIM coverage

This coverage was affordable for a number of reasons  First, it was triggered only if the
UM/UIM limits were greater thin the limits of the at fault third ]party_ The reaspnm? is obvious If
the third party is insured, they cannot be said to be uninsured  If the liability limits of the third party
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are greater than the insured’'s UM/UIM limits, the third party cannot be said to be underinsured.

~Second, the coverage was also affordable because it was not excess. There was no reason
for it to be, for the purpose was to guarantee a certain level of protection from all available sources.
Thus, it was reduced dollar for dollar by the limits of the third party. This kept the cost of the
coverage down.

Third, UM/UIM coverage could be purchased only in an amount equal to the limits of liability
coverage the insured chose to purchase. In order to guarantee a level of protection for himself an
insured had to provide that same level of protection to a third party. By purchasing higher liability
limits, one is less likely to be someone else's underinsured,

Finally, the mandated offer was easy to administer. It was a one time offer. It did not need
to be made repeatedly, as is the case under the present law Al of these things combined to make this
coverage affordable

~ This very simﬁle concept has been modified over the %ears s0 that now the coverage once
triggered is excess There is debate about the elimination of the coverage trigger, ar.d indeed, one
federal judge has ruled that the trigger has already been eliminated  The linkage of the amount of
UP/UNM “to liability limits has been eliminated, as has the single mandated offer. It is no longer
enough to offer th. coverage just once, but it must be offered at the time of every renewal.

Riles

As you probably know, rates are iriven primarily by the frequency ofloss and the severity of
loss Rates are also affected by increasing administrative costs It should come as no surprise that
the changes set forth above have had a dramatic affect on rates |f you make this coverage excess
the inevitable result is that our loss experience will deteriorate I you change the trigger point our
loss expenence will deteriorate even more

Our UM/UIM loss experience in Alaska has been very unfavorable. We increased our
UM/UIM rate by 28% on January I, 1991 and again by 13% on March 1, 1994, Assuming no
changes are made in the law, our clrrent experience indicates an increase 0f47% will be necessary.

~ If the trigger point is chang{ed, as advocated by Senator Donnely, we would anticipate an
additional increase 0f80% for a total rate increase of 127% On the other hand, were you to repeal
the excess provisions enacted in 1990 so we went back to a pure difference in limits concept, we
would anticipate a rate increase of only 15%

~ Inother words, our UM/UIM loss experience has and continues to be poor. Regardles] of
whit changes are gomg to be made a rate increase is Pomg to be necessary. 1f we go back to
difference In limits, a 13% increase will be necessary It the trigger paint is not changed, hut once
the coverage is triggered it is excess, we anticipate a47% increase If the trigger point is changed
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and the coverage is excess, wc anticipate an increase of 127%.

~ To give a practical example, the average indicated rate under the current law (semi-annual
premium) for SS0,000/5100,000 is $16.78. 11 the law were changed to pure difference in limits, this
coverage would cost S1 36 If the trl%%er point is changed and this is excess, this coverage would
cost $30.28.  Please keep in mind that the rate indication under current law is for a 47% Increase.

Whv Should This Coverage BeJixcctt?

The argument that this coverage should be excess is that an insured thinks (regardless o f what
the law provides) that when he has purchased UM/UIM of 550,000 he understands his insurer will
pay $50,000 in addition to the limits of the at fault third party. Wc frankly think this is 3|mBIY a
question of education and understandm(i_ The concept that under a combined coverage of UM/UIM
you arc guaranteeing you will have the Timit gou choose available and no more is an easy concept to
explain and an e_asy concept to understand  The concept of excess coverage is more difficult to
explain, and multiple coverages even more so

~ The second ar%Jment that seems to be made in supportofexcess provisions is that the general
publi: is better off ifUM/UIM is excess We think not - As we have seen in Alaska, to make this
coverage excess is to make it more expensive As the cost of this coverage continues to escalate,
those who m|Eht have purchased it if it were more affordable, may well choose to decline it. In other
words, by making this coverage excess, you take away the option of more affordable coverage. This
should be apparent by looking at the rate example we have set forth above

Just as important, even if this coveraﬁe IS not excess, an insured still has available the ability
to purchase significant amounts of coverage that provide guaranteed protection to whatever level the
instred chooses W seriously doubt if when purchasing this coverage, an insured chooses her level
of UM/UIM limits by making estimates of what level of insurance the third party that negh%ently hits
them s 0|n%_to have in the event an accident occurs It is simply not possible to predict whether the
Bersont at hits you is going to be insured, and if so to what level - Rather than choosing a level of

M/UIM based on the coverage a third party might have, we think most peaple by purc asmq this
coverage intend to guarantee the level of compensation of their limits. It is just not possible or
practical to assume anything else

We strongly believe our policy holders would e better off if we went back to the system of
UM/UIM we ori mallK had in Alaska™ That coverage was easy to understand, easy to administer and
was affordable The changes Ihat have been made to improve this system have had just the opposite
effect We believe it is time they be undone

Although wc have only had the CS available since Friday afternoon, we have a number of
initial concerns First of all, it appears to contemplate separate offers of UM and UIM. Frankly, we
do not understand why someone would purchase UIM, but not UM Second, the CS does not appear
to have a provision for declining the UfM offer  Perhaps we arc mistaken, but we could not find
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find it Finally, the CS demonstrate! the difficulty of undemanding and then explaining in writing ali
of these different coverage* at different levels at the outset and then again at each renewal. You
could accomplish the same thing by requiring the offer at the outset, but then requiring the insurer
to simply notify the insured in writing at each renewal of the availability of these coverages Thi

would not ﬁose near the administrative difficulty or legal exposure as does the mandated offers at the
ume of each renewal  Even with these changes you end up creating a complex area of the law to deal

with what was originally a simple concept.

_ Thank you for the OPpor_tunity to comment on this legislation. Ifyou have any questions or
if we might be of additional assistance, please let me know.

Sincerely,
LESSMEIER AWINTERS

chael L Lessmeler

MLL/jn
PS  We previously delivered acopy of the testimony referred to on page two



statement in opposition to
THE ENACTMENT OF A COMPULSORY AUTOMOBILE LIABILITY
INSURANCE STATUTE IN ALASXA
HEARING BEFORE THE
SENATE LADOn AND COMMERCE COMMITTBE

HAY 31, 1903

Mr. Chairman, members of the Labor and Commerce Committee, my

name is Michael Lessmeier. | am a lawyer from Juneau and | arr

here on behalf of Allstate Insurance Company end State Farm

Insurance Company. Both. Allstate and State Farm have had a lIcing
and generally negative experience with compulsory insurance. We

believe compulsory insurance laws, such as the bill before you,

aren't needQd, creato more problame than they solve, don't benefit

the general public or our policyholders, will unnecessarily rei.se

premLum rates and in the final analysis, don't work.

«

The real question is whether the cost of compulsory insurance

justifies the realistic benefit we can hope to achieve from it.

We believe the answer to this question is no and v/e want to explain

why.

The theoretical goal of compulsory insurance is to guarantee that

innocant victims of automobile accidents are compensated for their

injuries. But wa know that the enactment of compulsory insurance



does not guarantee that those people will be so compensated.

CompulLoory insurance has never in any state reached the objectives

sought by its sponsors.

One of the reasons compulsory insurance has not been effective,
is that uninsured drivers are generally made up of those who
can't afford insurance, have no drivers license, do not register
their vehicles,are driving stolen vehicles or vehicles involved
in hit-and-run accidents. Many of these people will not purchase
liability insurance regardless of whether there is a compulsory
law. others in this catngory include out-of-state drivers and
new residents with vehicles registered elsewhere. Most of these
people will continue to remain.uninsured even after passing a

compulsory law and this is shown by experience in other states.

For example, California spent $2.32 million to increase the percent
age of its insured drivers by five (5) percent. Maryland spent
$1.5 million to increase its percentage of insured drivers by the
3ame five (5) percent. South Carolina paid $1.3 million for on

e’ *ht (8) percent increase. Massachusetts, which has had a
compulsory Insurance law longer than any other state, still ha3

an estimated 10 -15 percent level of uninsured drivers. Current
estimates of uninsured drivers in compulsory states still ranges

from five (5) percent to 15 percent, depending upon thi level of

enforcement.



Nor is the concept of compulsory insurance related to safety.
The enactment of a compulsory insurance law won't reduce the number

of accidents. By its very nature, compulsory insurance relates to

what happens after an accident. Compulsory insurance laws simply

require insurance, they do not provide a means to remove high-risk

driver9 from the road.

We do not believe that uncompensated injurieo are reduced by the_

enactment of a compulsory law. Wo bolieve that on the average,

insured car occupants will receive injuries from uninsured motorists

at about the same rate after enactment of compulsory legislation as
they do before passage of these laws. Although compulsory legisla-
tion may increase the insured population by a small percentage,

we do not believe it will result in a measurable reduction in the

number of bodily injuries caused by financially irresponsible

drivers.

Even if wo were to assume there would fco a decrease in the numbor of
bodily injuries caused by financially irreoponsible drivers, the
guestion still is whether the benefit we can realistically expect
from compulsory insurance is worth the coot and we believe the coat
will be significant. For example, we know there will be a significant
administrative cost to the State of Alaska simply to implement and
cnforco tho compulnory inauranco legislation before you. In effect,

in a time of declining stete revenues, virtually a whole new



bureaucracy will have to be croatad to implement and enforce

this logialation. The administrative coat to the public ia an

importont concern, particularly when there are othor pressing

needs in this state.

The second coat aspect of this legislation that must bo considered

ia the effect on premium rates of policyholders. We believe premium

rates of overyone will Increase significantly becauoo administrative

costs of the Induotry will increase, companies |Ih effect will be

forced to take almost all applicants, the bill does away with policy

dafensco in certain situations, the pure premium coat in a compulsory
' C
state hos been shown to increase much more rapidly than the pure

prumium cost in a non-compulaory state, and finally, the cost of

compulsory insurance will probably lead to more claims and more

litigation.

Other costs which are impossible to quantify, include the social

cost to people who can't afford insurance, and the inconvenience of

adding another layer of intrusion by government into people's lives.

Host people currently buy insurance because they feel they need it.

Liability insurance haB traditionally been purchased .+ people who

have assets to protect, not to protect othero. In other words,

people who, in the past, had few assets, had vory littlo incentive

to purchase liability insurance. A roport, Profile of Uninsured

Motorists in California showsd that geographic areas with high -



ratco of uninsureds hod eicjnificontly lower median Incomeo, and a
higher incidence of poverty level than areao with low rates of
uninsured drivers. A 1981 study by the All-Industry Research

Advisory Council aoked households with one or more uninsured vehicles

why the vehicles were uninsured. Forty percent of the people surveyed
listed cost aa the reason. The next major reason, "car not currently
in use", ”as only 16 percent of the total response. In short,

requiring insurance of low-income households will not compel them to
purchase something they simply cannot afford. Dr. John Hall of
Georgia State University testified before South Carolina®s Joint-
Legislative Automobile Liability Insurance Study Committee in

December of 1979. Dr. Hall oaidi

as a practical mnttor, the oconomicnlly
disadvantaged have 1lIcoo real need for
liability insurance to protect their own
interests. As a practical matter, these
persons tend to be judgment proof. In
any event, they tend to be unnwaro of tho
benefits which a liobility policy provides.
They perceive the liability inaurance
policy aa taking care of other people.
They must pay a high premium for insurance
which provides benefits for others aa.a
condition precedent to having the right to
drive, because of their economic ststus,
most often they are unable to purchase
insurance to provido for their own injuries,
and thoce of their families, 1in accidents
where they are at fault. The compulsory
liability insurance system forces theso
people to pay high premiums relative to
their income for benefits for others whon
they cannot thomcolvee afford adoquato
benefits to cover their own losses.



Dr. Jall concluded*

For thou* reasons, it appears morally
and socially wrong to require liability
insurance on a compulsory basis as a
condition precedent to enjoying the
privilege of automobile driving and
ownership.

Not only does compulsory legislation extract a disproportionate
cost from low-inconae groups, but it raises the price level of
everyone's insurance. Compulsory insurance thus imposes tho
additional higher premium and administrative costa on thoca
currently insured, which in any o *ent is the vast majority of the

driving public, to get at the remaining minority, those currently

uninsured.

So tho question remains, i9 the cost to everyone worth tho
realistic benefit we can hope to achieve. Bodies investigating
compulsory Insurance in other states have said n* primarily for
the O9Ajne reasons. In 1981 a Tennessee Subcommittee studying auto-
mobilo compuloory insurance laws made the following recommendation

Our findings reveal that despite considerable
and varied enforcement efforts in other atatos,
including the adoption of no-fault, no state
has devised a workable or cost-effective
enforcement system. In addition, experience
in other states indicate the adoption of
compulsory Insurance in Tennessee would only
increase th* percentage of insured drivers
from tho current BO percent to 05 percent.
Hore importantly, the cost of liability
insuronco plus uninsured inotoriat coverage in
Tennessee is loss then tho some coverage, in
any compulsory state, and considerably loss
than the same coverage in any compulsory no-
fault ctate. The responsible motorist should



not pay more for Insurance coveraoa nor be
subjected to harraosment in a futile effort
to enforce a compulsory insurance law.
November 19, 1901 latter from the Tennessae Subcommittee Studying

Automobile Compulsory Insurance Laws.

A similar conclusion was reached by the State Auditor of vj.sconain

on March 10, 198ls

Experience in other states indicates that man-
datory insurance programs do not oubatantially
roduce the number of uninsured motorists and

+ the cost of administering such a program is
more than double the coat of the safety
responsibility program.

March 10, 1981 letter from the State Auditor of Wisconsin.

«If our goalL ia to guarantee compensation for victims of financially
irresponsible motorists, we can achieve that goal more efficiently
and effectively thr ugh compulsory uninsured and under-insjred
legislation. If every peroon who bought insurance included this
coverage, careful drivers would be protected regardless of whether
the at-fault other party had liability insurance. Only those who

chose not to purchase this coverage would be without protection.

Uninsured motoris% coverage ia provided by companies to pay for
bodily Injury damages to the policyhold-sr caused by an uninsured
motorist. Virtually every state with a compulsory liability

Insurance lav also requires insurers to offer uninsured motorist

coverage, which in effect indicates a lack of faith in



the effectiveness of compulsory insurance legislation. By
purchasing uninsured motorist coverago, a vehicle owner is
assuring that all drivers and passengers in the insured auto-
mobile will have protection against lossea caused by an un-

insured motorist. Compulsory automobile insurance cannot make

*

this promise.

Compared to tho cost of liability insurance, uninsured motorist
coverage is very inexpensive. We urge each of you to look at
your own policies to gain an idea of its cost. Furthermore, a
compuloory uninsured and under-insured requirement doeo not impose
the administrative cost to either tho public or private sector

that compulsory liability insurance legislation would impose.

In sum, we believe compulsory liability insuroncc, if enactod, will
prove to bo both costly and burdensome to the State of Alncka,
and the insurance Industry. Ultimately iti will prove to be both
costly and burdensome to our policyholders and to members of the
gonoral public. Wo urge this committee to seriously consider tho
cost and effectiveness of compulsory insurance before recommending
such a program. We believe there are other alternatives available

which cost much less and achieve much more.



Alaska Independent
Insurance Agents  Brokers, Inc.

Senator Robin Taylor
Alaska Sonata

Stato Capitol Room 30
Junoau, AK 99001

Ro: Committee Substitute for SB 95

Doar Senator Taylor:

The Alaska liidopQiidonl Insurance Agents & Brokers. Inc. is a trade association
representing 53 independent insuranco agencies which employ approximately 500

people throughout tho sluto ol Alaska.

Wo would like to express strong opposition to the cominittco substitute hr SB 95
dealing with uninsured and undorinsured motod3t coverage.

Wo (eel this bill could havo sorious effects on automobllo insurance premiums i
Alaska and could jec>pnrdi70 tho ability of the Alaskan consumer to purchase n rdabfo

proloctlon.

Wo would approciato your consideration of our position and your voto against this
committee substitute.

Donnis Brown, President

r.0. Dex 10JU9A « Anchow*t. Alia="9yJ20)05t) » Ten(9C7) 3492500 « I... (907) 34913(0
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April 20. 1995

LlandrDclivered

Senator Robin Taylor
Alaska Senate
State Capitol

Juneau. Alaska 99801-1183
Re  Senate Bill 95
Dear Senator Taylor

To respond to several ofthe concerns sou raised following our testimony on Senate Bill 95. let me
set forth the following

1 Prior to Tumbleson. as best wc have been able to determine wc did give our insureds the
benefit of the doubt on the trigger issue Woc did so because there was ambiguity in the law. and no dear
court decision llowevcr. because the law was unclear, and wc did not feel wc could charge for a change
wc did not know would in fact occur, our premiums were not adjusted to reflect lhat practice Our intent
was to adjust our premiums ifand when there was a judicial decision clarifying the ambiguity created by the
1990 amendment After Tumbleson became the law. wc followed it until the subsequent decision was issued

2 The speaker from the Trial Lawyers* Association stated that this coverage in elTect is
meaningless at the lower levels of liability if it is different in limits coverage  That is not the ease This
comment ignores the fact that UM/UIM is a single, combined coverage While it is true that at the most basic
level of coverage, ic S50/$1(XP$2$. the vast majonty of the premium goes to the uninsured motonst portion
of the coverage, it is not true that all of it docs The undennsured aspects of this coverage would be
applicable in the circumstances outlined in Tumblcaun. i ¢ the available liability coverage war reduced by
payments to non-insureds This of course is why this coverage is very alTordable at this level

I hope this responds to any concerns that were raised If not. please let me know- and we will be
happy to discuss this again with you

Sincerely.

LESSMEIER & WINTERS

By
Michael L l.cssmcicr

MLL/jn

cc  All Members of the Senate Judiciary Committee
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SB 96: “An Act relating to insurance against uninsured
drivers.”

The existing law was adopted because the Legislature unshed to allow
purchasers of automobile liability insurance, which basically provides
coverage for injured third parties, to consider purchase of insurance
covering personal protection for the purchaser and family. It allows limits
that exceed coverage for third party bodily injur)' liability.

The policy issue considered in this legislation is: Does the state wish to
limit the coverage for a person buying automobile insurance for their own
protection to the amount that person voluntarily purchases for the
protection of a third party?

Alaska was the first state to determine, with the passage of the 1990 low,
that an insured could seek and an insurer was required to offer greater
coverage for self-protection than that for a third party. This bill would
reverse that position and repeal the 1990 legislation.

Alaska has a financial responsibilitv and mandatory automobile insurance
law that is typical of such lows under a tort system. The principal feature
of such laws is that thev focus on providing minimum coverage for the
third party Coverage for the purchaser is incidental. Also, typically,
there is an uninsured motorist feature to allow the purchaser to protect
against an uninsured at-fault third part)'.

Some states have adopted no-fault laws where the tort system is modified
and the purchaser focuses on covering personal needs first and third part)’
needs secondarily. The existing Alaska Inw creates a similar impact
without modification to the tort system. In this, Alaska is unique.

The proponents of this legislation argue that the offer of high uninsured/
undennsured motonst limits acts as a deterrent to tho entrance of new
insurers into the Alaska marketplace. The division has no direct
knowledge of such an impact nor would it necessarily know that an
insurer has elected not to enter our marketplace for this reason.
However, there has been at least one major entrant into this market since
adoption of this law To some extent, the charge may be true since the
reinsurance needed for the exposure would not be inexpensive and would
be needed on a standby basis whether the coverage were selected or not.
It would appear that there should be some compromise considered before
reversing the existing statute.

The existing statute presently requires a mandated offer of the following
limits of uninsured/ undennsured motonst coverage per person/per
accident:

 S100.000/S300.000

« $300,000/5500.000

« S$500.000/5500.000

+ S500.000/51.000.000. and
+ 51.000.000/52.000.000

POSITION PAPEH
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We recommend that the Legislature retain the existing statute, but
consider a compromise in which the offer of $1,000,000/$2.000,000 is
reduced to SI.OOO.00Q0/SI.OO0.000. Language to accomplish this change is
attached.

An issue that has an »moact on this subject is another provision in
Chapter 78. SLA 1990. The provision provides that a not-at-fault party's
undennsured motonsts coverage would be available as excess in cases
where the at-fault party had insurance insufficient to meet the needs of
the injured not-at-fault party* in an automobile accident. The recent U. S.
Distnct Coun case of Colonial Insurance Company of California v. Derek
Tumbleson (Case « A94-184 CV (JKS)) has overturned this provision. The
premise for this ruling is that the undennsured feature is only triggered if
the at-fault third party is uninsured. This action, if it stands, further
impacts the ability of the purchaser of insurance to protect personal
interests to a greater extent than the state requires protection of the third
party. Wc recommend that the Legislature also consider an amendment
to this bill to repair the language that led to the court's decision. The
department has not developed corrective language, but is willing to assist
the committee in this effort.

Amendments Proposed
Amend Section 1 of the Bill to read:
Section 1. AS 21.89.0201c) is amended to read:

<c) An insurance company offering automobile liability* insurance in
this atat? for bodily injury or death shall, initially and at each renewal,
offer coverage prescribed in AS 28.20.440 and 28!20.445 or AS 28.22 for
the protection o* the persons insured under the policy who are legally
entitled to recover damages for bodily injury or death from owners or
operators of uninsured or undennsured motor vehicles. The limit wntten
may not be less than the limit in AS 28.20.440. Coverage required to be
offered under this section shall include the following options:

<l1policy limits equal to the limits voluntarily purchased to
cover the liability of the person insured for bodily injury or death;

(2) policy limits in the following amounts when these limits art-
greater than those offered under <1) of this subsection:

(A) $100,000 because of bodily injury to or death of one
person m one accident, and. subject to the same limit for one person.
$300,000 because of bodily injury to or death of two or more persons in
one accident;
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(B) $300,000 because of bodily injury to or death of one
person in one accident, and, subject to the same limit for one person,
5500,000 because of bodily injury to or death of two or more persons in
one accident;

(C) $500,000 because of bodily injury’ to or death of one
person in one accident, and. subject to the same limit for one person,
$500,000 because of bodily injury to or death of two or more persons in
one accident;

"D >$500,000 because of bodily injury to or death of one
person in one accident, and. subject to the same limit for one person,
$1,000,000 because of bodily injury to or death of two or more persons in
one accident;

»E> $1,000,000 because of bodily injury to or death of one
person in one accident, and. subject to the same limit for one person,
$1.000.000 ($2,000.0001 because of bodily injury to or death of two or
more persons in one accident;

<3) other policy limits at the option of the insurer.

William L. Hensley, Commii_eioner
R

Date: o o ~ >

DK-dpl3Mpp dk2
030295¢
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Sponsor Statement
SB 95:

Automobile Liability

Sri 95 is tho reintroduction of HB 403 of the 18th Legislature. SB 95 seeks to
remove the mandatory offer of uninsured and underinsured motorists coverage in
excess of coverages voluntarily purchased by an insured.

Uninsured/Underinsured (UM/UIM) motorist coverage protects the vehicle
owner against being injured in an accident with an at fault motonst who has no
bodily injury liability* insurance. Ul motorist coverage applies only if the uninsured
motorist is legally liable for the resulting injury. Uninsured motorist coverage puts
the injured insured in the same joosition as he would be in if the motorist actually
responsible tor the accident had bodily injury’ liability insurance. Thus, if the
injured dnver cannot be compensated for an injury by the negligent party who has
no insurance then the injured party can turn to his own insurance company for
compensation. In effect, the injured drivers insurance company must take the
place of the at fault motorist who was driving without liability insurance in
contemplation of Alaskan law requiring liability insurance coverage.

Three vears ago. the Alaska Legislature passed legislation which requires
/Alaskan insurers to offer uninsured or undennsured motonst coverage of between
SI million and S? million dollars. This mandatory coverage has increased the cost
of liability insurance for all policy holders. While these increases are due to the
high limits of coverage required in Alaska, the premium for L'I/UIM coverage is
only a small part of the total insurance premium for vehicles.

SB 95 seeks to assure the Alaskan consumer competitive auto insurance
premiums by encouraging a competitive marketplace A greater number of
insurance companies doing business in /Alaska will, in the long run. ensure
compeutive premiums. SB 95 will encourage the gTowth of a competiuve market
for insurance by requiring insurance companies to provide oniv the requested
amount of uninsured/undennsured coverage Buyers of insurance will be able to
choose their owm individual level of protection

Under current law, Alaska is the only state in the nauon that requires
insurers to oiler LT/UIM coverage of uo to two million dollars. SB @B amends AS

Sponsor Statement



21.89.020(c) to require coverage that includes policy limits equal to the lim it
voluntarily purchased to cover the insured's liability for bodilv injury or death. The
policy limit for this coverage mav not be less than the policy lim it set in AS
23.20.440.

SB 95 will encourage a competitive market for premiums as well as providing
the consumer with the individual option to purchase her desired amount of
coverage. The consumer is still protected by statutory limits for UM /UIM coverage
but will not be forced to pay for coverage equal to approximately S2 million dollars.



Alaska State Legislators
State Capitol Building
Juneau. Alaska

Alaska Independent Insurance Agents and Brokers is a trade organization formed
by 50 mdependentiy-owrieo insurance agencies residing and doing business in
the State of Alaska

Our members are the point of contact between the insurance-buying public and
the insurance inaustry aomg business in our state. Our members are the first to
know the concerns of the insurance-buying public and the effect of legislative

actions upon the insurance industry, and the resulting impact on the consumer.

In 1990 the Alaska State Legislature passed HB429 stating carriers in the state
shall initially and at renewal offer uninsured and underinsured motorist coverage,
anc that coverage may not be less than the statutory reauireo coverage described
in AS 28.20 440. In addition, the earner must offer its insured the following
options:

1. UM/UIM policy limits eaual to limits voluntarily purchased by the
insured for liability coverage.

2. UM/UIM policy limits greater than the voluntarily-purcnaseo
limits in specified optional amounts ranging from S100/S300 to
Si million/S2 million

The problem which arises is with the mandatory offering. Many carriers within the
state are unwilling or unable to offer tnese limits. Conversely, those carriers who
may want to enter the state would no: do so because of the mandatory offering of
the higher limits,

PO Bo* 203088 + Ar Litters ot Support '(9071 349-1300



To: Alaska Slate Legislators
Re:  UM/UIM Motorist Coverage
February 9, 1995 - Page Two

To encourage competition in the auto insurance marketplace, it is our recom-mendation
at the initial purchase ol insurance that UM/UIM be offered up to the limits purchased
for liability coverage out not less than the limits stated in AS 28.20.440.

We feel that with this change there will be an increase of insurance markets in our state
and will benefit our citizens in securing a more competitive product.

Thank yo ' onsioeration

Smcerely,

Dennis N. Brcwn
Presioent
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December 13, 1993

Ms. Gina McBride

Alaska Independent Insurance Agents &Brokers, Inc.
P.0. Box 203088

Anchorage, AK 99520-3088

RE:  Letter of Support
Changes to Alaska UM/UIM Statute (AS 21.89.020 ©)

Dear Ms. McBrtdc:

This letter is to confirm Pro?re_ssive s support tor the chances to the Alaska statute concerning
annstur Un(dcnnsurcc Motorists coverage being proposed by the Alaska Independent
gents cSBrokers.

Your chanlges would replace the requirement for companies to offer $1,000.000. $2.000.000
UM/UIM limits with a requirement to offer UM/UIM' limits equal to the Bodily
Injury/Property Damage limits on the policy.

We believe that these limits will provide sufficient protection for Alaskans, while eliminating
a potential source of litigation and. or un-reinsured catastrophic loss for companies.

Progressive |provides both preferred and non-standard auiomooile insurance to over 10.000
drivers in Alaska.

Sincerely,

Mark D. Ntchaus
Vice President

MNAJU



Continental Seattle Territory Office
Two Union Square Suite 600

3t Insurance. Two bnion 3
Seattle WA 9811M 850

January 31, 1994

Cine McBride

Alaska Independent Insurance naency f Brokers, Inc.
P.O. Box 203086

Al.'CHORAGE, AX ?9520-:0B8

RE: UM/UIM Support

Dear Gina:

We aI Continental are very much m support ot the revision wuou have
offered. The effort temc put forth tc solve the UM/UIM problem is very

much appreciated. We support yourefforts and should we ne able to assist
you. please do not hesitate to call onus.



ENMERERG INSURANCE; ING

225 Harbor Drive
PO Box 199

Sitka, Alaska 99835
(907) 747-8625
FAX (907) 747-5065

February 27, 1995

Chairman Kell _
Senate Lahor &s€ommerce Committee
State Capitol

Juneau, Alaska 99801

Re:  SB%

Senator Kelly,

| wish to voice my support for SB 95. This will modify the required offerings for
unmsurcd/underinsurcd motonst coverage in our state.

In order to promote a desirable marketplace, which brings new earners to our state and
increased competition, we arc m need of your assistance. SB 95 will modify a current
requirement for offenng maximum uninsurcd/underinsurcd motonst coverage to consumers.
Consumers will still have the ability to purchase these high limits. In consultation with their
insurance professional they will be able to choose the limits which they feel arc appropriate.

| would urge the Labor & Commerce committee to support thws legislation.

Sincerely,



February 27, 1995

Chairman Kelly

Senate Labor Commerce Committee
State Capitol

Juneau, AlaGka 99801

RE: SB 95

Senator Kelly,

Unmsured/UnderinGured Motorist coverage protect3 a vehicle owner
against being injured in an accident with an at-fault motorist who
does not have the bodily injury liability Insurance that 1is mandated
by Alaskan statute. This basically moans that if the injured driver
cannot be compensated lor an injury by a negligent party who has no
insurance, he can, 1in lact, turn to his own insurance company for
compensation. The 1injured driver®s 1insurance company must take the
place of the motoriGt who, 1in violation of Alaska 3tatute, did not
carry liability insurance.

SB 95 will continue to require insurance companies to offer both
uninsured and underinsured motorist coverage. The change in statute
does not seek to change the type of coverage offered, but rather seeks
to change the limits of coverage that are mandatory. The option to
purchase the protection of uninsured motorist coverage would still

be available for the Alaskan consumer. Tho change would correspond to
other mandatory coverages 1in requiring a minimum limit of coverage,
not a maximum limit. Ail rther mandatory covcrages are net at minimum
limits, not maximum limi.

Currently Alaska requires higher mandatory limits of uninsured/
underinsured motorist covernge than any other state in the country.
This creates an undesirable insurance climate. Alaskan consumers will
benefit from a marketplace which encourages competition and the entry
of new companies into the State.

I would strongly urge the Labor & Commerce committee to favorably
recommend this legislation.

Sincerely,

Linda S. Hall

1 S-00 ON .5:6 56.iC 09] 5£8P19Sz06n3i i73n0"i/NP3e
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HISTORY

In 1990, thu Alaska State Legislature passed HB 429 statinc earners in this
state shall, initially and at each renewal, offer" UM and UIM coverage, and
that coverage may not be less than the statutomr required coverage described
in AS 28.20449 Additionally, and for the fust time, the carrier shall offer its
insured the tollowmg options:

| UM UIM pQ|iC){_ limits equal to limits voluntarily purchased by the
insured for liability coverage, and

2. UM/UIM policy limits ?reaterthan voluntarily purchased liability lim-
its in sBecmed optional amounts ranging from $200,000/5300,000 to

51.000,000/52.000,000.

PROBLEM

Many earners writing automobile coverage in Alaska tpnor to passage of HB
*29) did not ofter iimits up to S1.000,000/52.000.000, and prefer not to offer
the h.hgher limits. Gamers considering coming to Alaska, as well as earners
considering expanding their writings in our state, arc hesitant because of this
law This has the efiect of limiting automobile coverage availability in the State
ot Alaska, which isnot in the best interest of the Alaskan consumer. One of the
ongoing goals of the Alaska Independent Insurance Agents & Brokers, Inc. is
t(]gfmtcrease insurance availability to the consumer This law is hampering our
efforts.

SOLUTION

SEC. 1 AS 21.&9020(c) is repealed and reenacted to read:

c |

ance in t?\is state for bodily injury or death shall offer at the time of
initial gurchase, coverage prescribed in AS 28.20.440 and 28.20.445
or AS 28.22, with limits equal to the limit purchased voluntarily to
cover the insured's liability" for bod||){_ mer or death, for protection
of the persons insured under thr police who are legally entitled to
recover damages for bodily injury or death from owners or opera-
tors of uninsured or undennsured motor vehicles. The limit written
may not be less than the limit in AS 2820.440. The term “undennsured
tmotorh\_/elhilqle" snail not he construed to include an uninsured mo-
or vehicle.

An insurance company offerin? automobile liability insur-



»».Joomim] Progressives support tor e cnances tome . Alaska statute., baire propaosed bv
re Alaska Independent Acents & iiraas We beliee mat these Iimitswill provide sufficiat
protection lar Alaskans, wnlleel iminatiing a potential sour aco:  litigaticnand/or uru einsured
catstrgrhic Ioss tor companies <UkQ Nuhnt Vut Pmivin,

Progtnuve tnnirana companv

"We at Connnerttal are varvmucn insupport of the revision vou have ottered

hmtammiceou, AC
brathVeretr, Griretd |

Inme largest persoral department nan thogpenuent agency th Alaska, aut otan estimated
3.000 pohourolders, onlv one has ellectad 1o rurcnase me maximum Iimitsot 51,000,000/

52.000,000 now mandated tobe of (erec Other acots irdicate mev have never had adiat
purcresc the high Iimits These high Iimitsdo nott appear tobe fnitsmat AUskan consurers
dsire. UuaHdl. crcu. AC

Rtorhn Lawltb Ccmrant

[ Set minimum limits ot cover- [ Change the mandatory mini-
age. with optional higher lim- mum limits requirement.
its .
Maintain a tavornble legislative | Change the type of insurance
and judicial atmosphere tor coverages offered.

business in Alaska.

[ Provide a healthy, stable market
for consumers.

[ Protect auto insurance rates tor
Alaskans.

Tnc basic theory underlying Uninsured /Undennsured Motonst Covera%e Was
that an insured’ should "have access to the same level ol protection as the in-
sured was providing to others

As onginally conceived this was to be a low cost coverage The tendency ot
some Courts to expand interpretation or policv lancuage and the addition ot
hlpher limits ot uninsured ana undennsured protection has resulted in esca-
lafing costs which ultimately get passed on to the consumer

Our locus is to protect the Alaskan insurance consumers bv continuing to cre-
ate an atmosphere that encourages competition and encourages new insur-
ance comloames to enter the AlaSka market by ﬁrowdmg a reasonably tavor-
able legislative and rodicial atmosphere in which to do business

| Alaska has the highest manaatorv limits odering tor UM /UIM coverage
tn the Nation.

COMMENTS

EFFECTS

SUMMARY



Automobile Financial Responsibility Limits 1993-94
Uninsured/Underinsured Motorist Coverage

State

Alabama
Alaska
Arizona
Arkansas
California
Colorado

Connecticut
Delaware

Dist. of Columbia
Florida

Georgia

Hawaii

|daho

Illinois

Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massacnusctts
| Michigan

TI modilv In

jun
'D m'roptm Uaraace

UM/UIM Liahilitv

No Limit

1 mil.-2 mil.

15/30/10

No Limit

30/60 or Bl fUM'UIM)
klesi?lrMn: Bl or 100 300k:

0

Bl ori: x 011UM'UIM
Lessor of Bl or 100/300k:
No UIM

100'300* UM. UIM « I'D
10720 10

15/30 10

15/35 10

No Limit

20/40 15

25/50 10

No Limit

25/50 10

No Limit

10/20 10

No Limit

20-40 10 UM. No UIM
35/80k UM/UIM

No Limit

State

Missouri
Montana
NcbrasKa
Nevada

New Hampshire

New Jersey

New Mexico
New YorK

N. Carolina
N. Dakota
Ohio
Oklahoma
Oregon
Pennsylvania

Rhode isiand
S Carolina
S Dakota
Tennessee
Texas

Utan
Vermont
Virginia
Wasmncion

UM/UIM Liahilitv

No Limit
No Limtt
No UM: 100/300k UIM
15/30/10
25/50/25

Lessor of Bl or
150/500[100 UMAJIM
25/50/10

100/300k UM/UIM

1 Mil UM/UIM

100/300k UM: No UIM
12.5/25/1.5

10/20/10 UM: No UIM
25/50/10

H;\%her of Bl or 100/300k
UM/UIM

25/50 25 UM; No UIM
15 30'
25/50/25
20/50/10
20/40% 15
No Limit
| :0'40/iu
25/50 20
25/50 10 UM. No UIM
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March 28. 1995

Senator Tim Kelly

Alaska Senate

State Capitol

Juneau. Alaska 99801-1182

Re  Committee Substitute for Senate Bill 95
Dear Senator Kelly

| am writing to vou on behalf of State Farm regarding CSSB 95  State Farm has
approximately 32% of the jutomobiic insurance market in Alaska  We have heen involved in the
legislative structuring of the mandatory automobile insurance program here in Alaska from the outset
e onc%mally proposed the mandated offer of UP/UNM as a means of allowing Alaskans a way of
%uaran eeing for themselves protection from the uninsured and/or undennsured dnvcr - Sadly, we
ave seen what staned out to be a simple, affordable and easy to administer concept hecome
something that is complicated, expensive and subject to diffenng opinions by many, inclu |n([1_ two of
our three federal judges Your committee has the ability to begin the process of correcting this
problem, and we hope that it does so

_ At the outset, wc wish to state that wc do not believe the answer to this problem is set forth
in the onginaJ version of SB 95. nor in CSS 95. which wc have reviewed as quicklv as wc have been
able Neither solves the excess problem created by the 1990 amendment The CS vividlv
demonstrates the comlomxwv that is created by mandating so manv different kinds of offers - Neither
of these solutions will stop the dramatically increasing cost of this coverage  Neither will create a
coverage thi is easilv explained to and understood by our policvholdcrs

There isa mucn simpler, more etfcctive solution to this ﬁroblem That is to return to where
We be?an with this coverage We recommend that you eliminate the mandated rcoffcr of this coverage
at the time of cverv renewal 1: is one thine to educate by notices sent at the time of renewal, but it
IS quite another to require the offer ofa number of complicated, different coverages at everz renewal
Second we recommend vou link the amount of UP/UNM coverage one may purchase to the amount
of liability coverage one chooses to purchase We do not beiievc it makes any sense at ail for
someone to be allowed to buv more protection for themselves than they arc willing to provide for
someone else Fmallv. we strongly recommend that you eliminate this coverage as excess This
change, made in 190. in our view is totally unnecessary, and has proven to be expensive The
adoption of these three simple recommendations would again create in Alaska a system providing for
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a mandated offer of UP/UNM that is simple, easy to administer, easy for our policyholders to
understand and finally as atfordablc as suich a system can be

To see this is so. we would like to briefly explain the evolution of this coverage in Alaska

We would then like to explain the mstorv of rate changes and set forth the effect wc believe cur

tccommendcd changes would have as well as the effect we believe the other chang{_es would have

~ Finally we would like to exglaln whv (asice from the issue of expense) wc believe the idea of
making this coverage excess is a bad one

Evolution,of. UP'UN'\1 Coverage In Alaska

~In 1983, manoator, automobile insurance was an issue that was hotlv debated in this
Ie%!slature We opposed the adoption of mandatory automobile insurance th short hecause we
believed the approacn advocated through the legislation then pending would be both costly and
inctrective We instead argued tne unlv real way one could guarantee protection from uninsured or
underinsured drivers was to purcnase uninsured and undennsured coverage | enclose herewith a
copy of testimony | gave hefore tms verv committee in Ma> of 1983, and as you can see on pages 7
and 8 of that tcsumonv  we argued for mandated offers of UP/UNM to guarantee compensation to
victims of financially irresponsible motorists

Ultimately, legislation wav ai)pr_oved which adopted a form of compulsory insurance without
the administrative burdens of the legislation initially proposed, coupled with a mandated offer of
UP/UNM coverage eciual to tne amounts the insured chose to purchase voluntarily The original
intent of this coverage was to guarantee that regardless of whether an insured was struck by an
uninsured or an undennsurca omer  the insured wouid at least be aole to collect an amount equal to
the limits of UP/UNM thev chose to purcnase themselves

In a sense, this coverage was replacement coverage, filling in the gap between the limns of
the at fault party and the UPUNM limns the insured chose to purchase The purpose of this
coveraﬁe was to guarantee that the insured would always be at icast in the same position he or she
would have been In had the & fault panv purchased ||ab|I|t% limits equal to the UP/UNM limits the
insured chose to purcnase  In other words, if an insured chose to purchase S100.000 of UP/UNM
coverage, the insured wouid know that regardless of the resources of the at fault panv. the insured
would have SI00.000 o: protection fthe insured was hit bv someone with no insurance, the insured
would have available tr.e entire SI 0000 0f UP/UNM coverage |f the insured was hit by someone
with S50.000 of coverage, tnc insured would have available $50.000 of coverage* from their
UP/UNM so again, mev wou.d recover a total of S100,000 the limit of their UP/UNM coverage

This coverage was atforaablc for a number of reasons First, it was triggered .onlg If the
UP'UNM limits were greaicr than the iimits of the at fault third ranv  The reasoning is obvious

|fthe third pam is insured :hcv cannot be said to be uninsured I the iiabiiity limns of the third panv
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arc greater than the insured's I'PUNM limits, the third panv cannot be said to be undennsured

~ Second, the coverage was also affordable because it was not excess There was no reason
tor it to he for the purpose was to guarantee a ccnain level of protection from all available sources
Thus, it was reduced dollar lor dollar bv the limits of the third panv  This kept the cost of the
coverage aown

~Third. UP/UNM coverage could be purcnascd only in an amount equal to the limits ot
liahility coverage the insured chose to purchase In order to guarantee a level of protection for
rumsclf. an insured had to provme mat same level of protection to athird panv  Bv purchasing higher
liabilitv limits, one is less likclv 1> hbe someone else s undennsured

Finally, the mandated oiler was casv to administer h was a one time offer It did not need
to be made rcpeatediv as is the ease under tne ptescni law Al of these things combined to make this
coverage affordable

~ This scrv simﬁle concept has been modified over the vcars so that now the coverage once
triggered is excess There is debate about the elimination of the coverage tnggcer. and indeed, one
federal judge has ruled that the tnggcr has already been eliminated  The litAage of the amount of
UP/UNM to liabilitv limits has been eliminated, as has the sm%le mandated offer 1: is no longer
enough to offer the coverage lust once but it mus; be offered at the time of every renewal

Rates

As vou probablv know rates arc dnven pnmaniv b the fre(%uency ofloss and the seventy of
loss Rates arc also affected bv increasing administrative costs It should romc as no surpnse that
me changes set fonn above nave had a dramatic affect on rates If vou make mis coverage excess
tne inevitable revdt is mat our toss cvpenence will dctenorate If vou cr.angc the tncgcr point our
loss expenenr  will dctenorate even more

Our upVNM loss cvpcnence in Alaska nas been verv unfavorable Wc increased our
UPX'NM rate bv 25*« on Januarv | 1991 and again bv 13*« on Marcn 1 1994  Assuming no
changes arc made in the law our current cxpencncc indicates an increase of 47*, will be necessary

~f the trigger point is enanged as advocated tv Senator Donneiv we would anticipate an
additional increase of ~ mior a lotal rate increase oflZT*» On the other nand. were vou to repeal
the excess provisions enacted in S0 we wen: hack to a putc difference in limits concept, we
wouid anticipate a rate nutcase of onty 15

Incmer words our ITUNM loss experience has and continues to be poor Regardless of
what changes arc gomg 16 be made a rate increase is ?omg to be nccessarv  If we 80 back to
difference In limns a 13Y% increase w. it be nccessarx  If the tngger pom? is not changed, but once
tnc coverage is tnggcred it is excess wr anticipate a 47% increase If the tngger point is changed
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and the coverage is excess, wc anticipate an increase of 127%

~ To give a practical example the average indicated rate under the current law (semi-annual
premium for S50.000/S| 5516 78 If the law were changed to pure difference In limits, this
coverage would cost SI'13p If the tn%g{er paint is changed and this is excess, this coverage would
cos: S30 28  Please keep ir. mind that the rate indication under current law is for a47% Increase

Whv Should This Cty.ctjyg Be Excess *

The argument that this coverage should he excess is that an insured thinks (regardless of what
the law provices! that when tic has purchased UP/UNM of 550.000 he understands his insurer will
pav $50.000 in addition to the limits of the at fault third panv W frankly think this is st‘IXAa
question of education and understanding  The concept that under a combined coverage of UP/U
vou arc guaranteeing you will have the 1imu vou cnoosc available and no more is an easy concept to
explain and an casv concept to understand The concept of excess coverage is more difficult to
explain and multiple coverages even more o

~The second argument that veems to be made in support of excess provisions is that the general
public is better off if UP/UNM s excess  We think not  As wc have seen in Alaska, to make this
coverage excess is to make i more expensive  As the cost of this coverage continues to escalate,
those wno mlght have purchased it if it were more affordable, may well choose to decline it  In other
words, by making this coverage excess vou take awav the option of more affordable coverage This
should be apparent bv looking at the rate example wc have set forth above

Just as important ever, if this coverage is not excess, an insured still has available the ability
to purcnase significant amountsofcoveTagethat provide guaranteed protection to whatever level the
insured chooses We scnousn doubt if wnen purchasing this coverage, an insured chooses her level
of LT*L*NM limits bv making estimates of wha: levei of insurance the third panv that negligently hits
them is %om to nave in the event an accident occurs 1. is simply not Bossmle to predict whether the
Persontat its vou is going to be insured, and if so to what level Rather than choosing a levci of
JP/UNM  based on me coverage a third panv might have, we think most people bv purc asmq this
cove age intend to guarantee the levei of compensation of thetr limns It is jus: not possible or
practical to assume anvtrung rise

We strongjv believe ou: policv noldcrs would be better off if we wen: back to the system of
LPT SM we on%mahv nad in Alaska That coverage was casv to understand casv to administer
and was affordable The changes that have beer, made to improve thrs svstcm nave had just the
opposite effect Wc believe it is time thev be undone

~Although wc nave onlv had the CS available since Fndav afternoon, we have a number of
initial concerns ~First of all it appears to contemplate separate offers of UP and UNM  Frankly, wc
do not understand whv v"nconc wouid purchase UNM . but not UP Second the CS docs not
appcx to have a provision tor occiimng the UNM offer  Perhaps we arc mistaken, but xvc could not
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find it Finally, the CS demonstrates the difficulty of understanding and then explaining in writing all
of these ditTcrent coverages at different levels at the outset and then aga n at each renewal You
could accomplish the same thing tn requiring the otTer at the outset, but then requiring the insurer
to simplv notify the insured in writing at cacn renewal of the availability of these coverages. This
would r.ot ﬁose near the adpinistrative difficulty or legal exposure as docs the mandated offcrs at the
time of each renewal  EvefQuith these changes vou end up creating a complex area of the law to deal
with what was onginallv «Jimple concept

_ Thank you for the oPponumtv to comment on this legislation If you have any questions or
ifwe might be of additional assistance please let me know

Sincerciv.
LESSMEIER ~ WINTERS

t-VvMichaci L Lessmeier
MLL/n

PS Weprevious!) delisered a copv of the testimons referred to on page two
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February 9, 1995

Senator Dave Donley
State Capitol
Juneau, AK 99801-1182

Dear Dave:

Enclosed is a copy of Judge Singleton®"s docision in the United
States District Court case of Colonial Insurance Company Of
Califomla_v. Derek Tumbleson, Case No. A94-184 cv (JKS), which in
one stroke of a pen upset and undid what you so wonderfully
accomplished in sections 3 to 5, Chapter 78 SLA 1990; 1i.e., Alaska
Statute 28.20.445(b). You sponsored the law that made underinsured
motorist coverage limits excess to liability coverage limits.

Unfortunately, when AS 28.20.445(b) was passed in 1990,
effective January 1, 1991, it overlooked the almost unintelligible
definitions of underinsured motor vehicle contained in AS
28.20.445(h) and AS 28.40.100(22). Those two definition sections
apparently should have been repealed to avoid any confusion on the
issue. Also AS 28.22.211 needs to be repealed or else we are
presented with the same confusion.

I request that you introduce a bill that would repeal those
two definitional sections and add section 28.20.445(b) to the
companion sections in 28.22. This would most easily be done by
repealing section 28.22.211 and inserting 1in there the current
language of AS 28.20.445(b).

The letter of intent to go with the legislation might read
along tho following lines;

HThe legislature in 1990 passed a law requiring that
uninsured and underinsured motorist covaragc shall be
excess to an amount payable wunder automobile bodily
injury, death or medical payments coverage. Tho Foderal
Court, Anchorage District, on January 20, 1995 issued an
opinion that contravened tho intent of the legislature in
1990 and the major 1insurance carriers that have been
calculating a premium on the 1990 law and paying claims
based on tho 1990 law arc now no Jlonger paying tho
bonofits required by tho 1990 legislature."

I roally don"t know what 1 an doing trying to write intent
positions; and, frankly, 1| leave all of that up to you.

ADOITIONAL MATERIAL
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All 1 can tell you Dave, 1is that the practical effect of the
law you sponsored in 1990 was that Allstate and State Farm made
underinsured motorist coverage available to all claimants as excess
insurance since January 1, 1991 until last week when they started
denying all claims based on Judge Singleton®s opinion, which they
did not even file a case to obtain. Allstate and State Farm had a
lobbyist at all of your earlier committee meetings and knew what
the intent of the law was. This did not prevent Progressive
Insurance Company later to te joined by Colonial Insurance company
from taking a position in the past year contrary to the intent of
the 1990 Legislature when one of their attorneys found the
definitional loop hole set forth in AS 28.20.445(h) and AS

28.40.100(22).

I know the Alaska Academy of Trial Lawyers would greatly
appreciate anything that can be done to allow injured people to
access their underinsured motorist coverage if liability limits are
not sufficient to fully compensate them for their injury as has
been the case from January 1, 1991 until recently. I do not know
whether it is better to do this through separate legislation or
possibly tack it on to the Tort Reform Bill if that has to pass the
Legislature, which seems to me a fair possibility. I would suggest
both approaches.

Anything that can be done, Dave, would be greatly appreciated
to restore the status quo. The premiums and rates for this have
already been incorporated in the current practice of the insurance

companies.
Best regards,

STEVE M. SIMS

nls
MC/L4
Enclosuro
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IN THE UNITED STATES DISTRICT COURT .JAM 2.0 J0%

FOR THE DISTRICT OF ALASKA mij M
OSIRG “ALASKA
Osputy
COLONIAL INSURANCE COMPANY OF
CALIFORNIA.
Plaintiff,
Case No. A94-184 CV (JKS)
VS,
ORDER FROM CHAMBERS
DEREK TUMBLESON. et al.,
Defendants. } B

|. INTRODUCTION

This is an action for declaratory judgment in which Colonial Insurance Company of
California ("Colonial") seeks a declaration that it is not obligated to pay the claims of Derek
Tumbleson and his family (“Tumblcsons") under the uninsured/undcrinsurcd ("UM/UIM")
coverage in the auto insurance policy which Colonial issued to the Tumblcsons. Both parties
have moved for sui.»nary judgment and each argues that there  no disputed issues of material
fact. Docket Nos. 3 and 5. The panies also argue that the remaining issues arc legal issues
regarding the interpretation of insurance policies which incorporate mandatory statutory
provisions. d

H. PROCEDURAL HISTORY

On Apnl 28, 1994, Colonial filed this action for declaratory relief, seeking to avoid
making payments to the Tumblcsons under a UM/UIM policy issued by Colonial. Dacket No.
. Colonial alleges jurisdiction under 28 U.S.C. § 1332 (diversity of citizenship) and 28 U.S.C.

1



j 2201 (Declaratory Judgment Act). K The Tumblcsons do not contest jurisdiction but the
Court nonetheless must engage in ajurisdictional inquiry. Colonial is a corporation organized
and existing under the laws of the State of California, having its principal place of business in
Anaheim. California. Colonial has satisfied the statutory requisites for filing an action in the
State of Alaska. Each of the Tumblcsons are residents and domicilianes of the State of Alaska.
Accordingly, there exists complete diversity of citizenship between the parties. The Colonial
UM/UIM insurance policy issued to the Tumblcsons is the focus of th.s action, and the limits
of such policy is $50,000/S KM),0Q). Colonial seeks a declaration that the Tumblcsons arc not
entitled to the $100,000 they seek under the UM/UIM policy. Accordingly, the amount in
controversy is in excess of $50,000. Jurisdiction is thus proper under 28 U.S.C. § 1332
Because this Court has diversity jurisdiction, it sits as a trial court of the state of Alaska and will
apply the substantive law of the State of Alaska. I e.g.. Jﬂ'rq?rv Nhah Fel Gt
07924 F.3d 1127, 1133 n.S (3th Cir. 199¢) (citing HieFRAIGEO(O v Tonpkrg 304 U S,
64, 78 (1938)). In this case, the Court will look to decisions of the Alaska Supreme Court and
AS §28.20.445 (1994) (statute governing UM/UIM coverage in Alaska).

There arc two pending motions in this case. Colonial filed a motion for summary
judgment at Docket No. 3, and the Tumblcsons filed a cross-motion for summary judgment at
Docket No 5. Both panies contend that there exists no material issues of fact in dispute and
therefore judgment should be entered as a matter of law. d After reviewing the briefs
submitted by the parties and conducting its own independent research, the Court, in a prior
order, determined that there exists no Alaska Supreme Court precedent on this issue. BDocket
No. 21. In addition, it appeared that decisions from other state courts on this issue arc in

contlict. K As a result, the Court determined that it would certify this case to the Alaska



Supreme Court for resolution of the undecided issues. Id. A draft certification order was issued
and the Court invited comments from the parties regarding the draft certification order. d

While preparing a final certification order, the Court had an opportunity to re-examine
the precise issue for certification.  Upon reconsideration, the Court now determines that
certification is not proper because although the Alaska Supreme Court has not interpreted the
specific provision of the statute at issue in this ease, this Court can reasonably predict how the
Alaska State Supreme will interpret such language. 2 ALASKA R. APP. P. *107 (1991)
(Appellate Rule 407 is permissive).  Moreover, contrary to what this Court originally
determined, decisions from other jurisdictions with statutes similar to the one at issue are not
in conflict. The state court decisions originally relied upon by the parties and the Court do not
interpret statutes with language similar to the Alaska statute. Rather, those eases tumed on
different statutory schemes, not different interpretations of similar statutes. —Accordingly,
examination of those eases provides no guidance for this ease,

There does exist, however, three states with statutes similar to AS § 28.20.*145(h). These
stales arc North Dakota. Colorado, and Nebraska. The high courts of Alaska and Nebraska have
not yet determined the meaning of the AS § 28.20.445(h) language. The courts in North Dakota
and Colorado, however, have interpreted the meaning of such language. In Colorado, the
supreme court stated:

While *ve realize Ihat the insureds will never be fully compensated for their loss,

We see no evidence that the legislature intended to award the insureds more than
they would have received if the tortfeasor had been insured or uninsured.

Wionks v Hz 883 P.2d 1057, 1065 (Colo. 1994); S2d0FdEM Itz @ v
Tronmanss2 ».2d 459, 462 (Co*o. 1993); Eretv. A FeniyNd ks (@, 843 » 2
1302, 1305 (Colo. 1993): "Taranav SseFanivd AD s (. 800 P.2d 58, 61 (Colo.



1990); Krai V. Am. Hardware Mur. Ins. Co.. 784 P.2d 750, 765 (C0l0. 1989); and Leetz v.
Arnica Mut. Ins. Co., 839 P.2d 511 (Colo. Ct. App. 1992). Hie North Dakota Supreme Court
reached a different conclusion, hut the reasoning appears similar. see Gabriel W Minn. Mut. Fire
and Cos., 506 N.W.2d 73, 77-78 (N.D. 1993). Tlic Colorado and North Dakota decisions are
the only decisions in the country interpreting insurance statutes similar to AS § 28.20.445(h).
Unfortunately, neither the North Dakota nor the Colorado Supreme Court cases address the
precise issue of this ease - the applicability of section (h)(2) when the tortfeasor's liability
coverage has been reduced by payments to an insured. To the contrary, each of these decisions
address the applicability of the section when payments arc made to persons other than an
insured.  The reasoning is helpful nonetheless. As a result, this ease can be resolved by

interpreting AS § 2s.20.44s rather than certifying the case to the Alaska Supreme Court,

1. BACKGROUND FACTS

On May 9, 1993, David Schram ("Schram’) rear-ended Derek Tumblcson's 1990 Pontiac

with his 1990 Chevrolet pickup truck. Injured in the accident were hushand Derek Tumbleson,
wife Laurie Tumbleson, and their children Andrew- Tumbleson. Deanna Tumbleson, and Kristin
Tumbleson. At the time of the accident, Schram's vehicle was insured by State Farm with
liability coverage limits of $100,000/5300,000 (per person/per occurrence). The Tumblcsons*
vehicle was insured by Colonial. The Tumblcsons' policy included UM/UIM coverage with
limits of $50,000/5100,000. Docket No. 5 at 2, Exhibit I, p. . For an additional premium,
the Tumblcsons also purchased UM/UIM coverage with limits of $50.000/5100,000. 1d. at
Exhibit 2, p.I. State Farm paid $300,000 (its policy limit), to the Tumblcsons in the following

manner.



$100,000 plus interest %gule 32 attorneys tees to Andrew
$100,000 plus interest S&ule 82 attorneys tees to Deanna,, _
$92,500 plus interest & Rule 82 attorneys fees to Derek &juric (combined)
S 7.500 to Kristin

The amounts received by the Tumblcsons arc allegedly insufficient to fully compensate
them for their injuries. Docket No. 5. Accordingly, each of the Tumblcsons are making a claim
on the Colonial policy for UIM coverage. Colonial seeks a declaration that the policy does not
affoid coverage to persons with UIM coverage limits less than the tortfeasor's liability coverage.
The Colonial policy in effect at the time of the accident is very similar to Alaska's UIM statute,

Hie differences arc purely semantic. SIBAS § 28.20.445,

IV. DISCUSSION

Coverage in this case tums on the definition of "undennsured motor vehicle" as set forth
in the policy and in AS § 28.20.445. The Colonial policy provides coverage for an
"underinsured motor vehicle." but Colonial argues that the facts are such that there does not
exist an "underinsured motor vehicle." Docket No. 3. The parties rely on two separate sections
of AS §28.20.445 when detennining UIM coverage. Colonial argues that AS § 28.20.445(h)
("section (h)") is the controlling, or triggering section, whereas the Tumblicsons argue that
AS §28.20.445(b) ("section (h)") determines whether there exists UIM coverage. Section (b)

provides, in pertinent pan:
(b)  Anamount payable under the uninsured and underinsured motorist coverage shall
be excess to an amount payable under automobile bodily injury, death, or medical
payments coverage, or as workers' compensation benefits and may not duplicate

amounts paid or payable under valid and collectible automobile bodily injury,
death, or medical payments coverage, or as workers' compensation benefits,

Section (h) provides, in pertinent pan:



(h)  "Underinsured motor vehicle" means a motor vehicle licensed for highway use
with respect to the ownership, operation, maintenance, or use of which motor
vehicle there is a bodily injury or property damage insurance j>olicy or a bond
applicable at the time of the accident and the amount of insurance or bond

(1) s less than the limit for uninsured and underinsured motorists coverage
under the insured's policy; or

(2)  has been reduced by payments to persons other than an insured, injured
in an accident, to less than the limit for uninsured and underinsured
motorists coverage under the insured's policy.

Whether Section (b) or Section th) determines 1tM coverage

The critical issue hefore the Court is whether the 1990 amendment to the insurance act
repealed, by implication, sections (h)(1) and (2), although the amendment does not specifically
reference sections (h)(1) and (2), The United States Supreme Court has outlined the types of
implicit repeal:

[There are] two well-settled categories of repeal by implication - (1) where

provisions In the two acts arc in irreconcilable conflict, the latter act to the extent

of the conflict constitutes an implied repeal of the earlier one: and (2) if the iatcr

act covers the whole subject of the earlier one and is clearly intended as a

substitute, it will operate similarly as a repeal of the earlier 3Ct.
In re Glacier Bay, 944 F.2d 577, 581 (9th Cir. 1991) (quoting Radzanower v. Touche Ross <
Co, 426 U.S. 148, 154 (1976) (quoting Posadas v. Nat. City Bank, 296 U.S. 497, 503 (1936))).
The Alaska Supreme Court has expressly adopted the same categories. Peter v. State. 531 P.2d
1263, 1267 (1975) (citing Posadas, 296 U.S. at 503). The Tumblcsons' argue hoth that section
(b) and section (h) arc irreconcilable and thus section (h) was impliedly repealed, and that
section (b) is broad enough to cover the entire UM/UIM coverage issue, thus operating as a
repeal of section (h). The arguments proffered by the Tumblcsons arc addressed below, but it
is useful to first examine treatment of implicit repeal by the Ninth Circuit and the Supreme

Court of Alaska.



The Ninth Circuit, citing United States Supreme Court decisions, stated that it docs not
favor repeal by implication. In re Glacier Bay, 944 F.2d at 581 (citing Radzanower, 426 U.S.
at 154; Posadas. 296 U.S. at 503; and Grindstone Buite Project v. Kleppe, 638 F.2d 100, 102
(9h Cir. 1981)). Continuing, the Ninth Circuit Court stated that it will only find a statute
implicitly repealed when "the new statute is clearly repugnant, in words or purpose, to the old
statute . ..." Id. (quoting Grindstone, 638 F.2d at 102) (citations omitted)). "{T]he intention
of the legislature to repeal must be clear and manifest." Id. (quoting Radzanower, 426 U.S. at
154). Moreover, if two statutes are in partial contlict. "Repeal is to be regarded as implied only
If necessary to make the [later enacted law] work, and even then only to the minimum extent
necessary." Id. at 582 (quoting Silver v. New York Stock Exchange, 373 U.S. 341, 357 (1963)).
The Alaska Supreme Court has adopted a similar unwillingness to repeal statutes by implication.

The rule for repeal by implication has long been established in the State of Alaska. Peter
v. State, 531 P.2d 1263-68 (1975) (repeal by implication is not favored). Repeal by implication
is limited, and it is established only when it is necessary to carry out die legislature’s intent. Id\
see also Warren v. Thomas, 568 P.2d 400, 402 (Alaska 1977). If there exists any reasonable
interpretation that will give effect to both statutes, the court will not impliedly repeal the statute.
|d. at 1267. Each section of a statute should be read together with every other section so as to

produce a harmonious whole. City of Anchorage v. Scavenius, 539 P.2d 1169, 1174 (Alaska
1973). The Alaska Supreme Court docs not mechanically apply the plain meaning of a statute,

however, and disregard legislative intent. Fairbanks N. Star School v. NEA-Alaska. 817 p,2d
923 (Alaska 1991) (citing Alaska *ub. Employees Ass'n V. City ofFairbanks, 753 P.2d 725. 727
(Alaska 1988)). Instead, the court has adopted a sliding scale approach toward statutory

interpretation. Id. Under the sliding scale approach. "(T]he plainer the language of the statute,
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the more convincing any contrary legislative history must be." Id. (citing Suuc v, Alex. 646 P.2d
203. 208 n.4 (Alaska 1982)). Hie arguments proffered by Colonial and the Tumblcsons arc
subject to these standards.

Colonial contends that the two part definition of an underinsured motor vehicle set forth
in section () determines whether there is UIM coverage available to an insured because it is the
triggering mechanism for the coverage. See Docket No. 3. In Colonial's view, a determination
under section (h) must first be made in order to determine whether there is "an amount payable
under the uninsured and undennsured motonst coverage," because if there is no such "amount
payable," section (b) never comes into play. Under an application of section (h), Colonial
argues, Schram’s vehicle was not an underinsured vehicle because: 1) his liability policy limits
were higher than the Tumblcsons’ UIM coverage limits: and 2) because Schram'’s liability earner
made payments only to the Tumblesons. who are "insureds." Id.

The Tumblesons, on the other hand, argue that; 1) section (b) is a product of the 1990
amendment; 2) 'he purpose of the 1990 amendment is to provide greater UIM coverage to
insureds ("excess” coverage); 3) section (b) is inconsistent with section (h) and therefore it must
have been an oversight to leave section (li) in the statute; and 4) therefore the Court must
determine that section (b) repeals section (h) by implication. In support of their claim, the
Tumblcsons rely on the specific language contained in section (b), and compare that language
to certain comments made by legislators and lobhyists during the legislative process. The four-
pan argument proffered by the Tumblesons is addressed below.

The Tumblcsons are correct in their first assertion; sections (a-c) were repealed and
reenacted, thus section (b) is a product of the 1990 amendment. Docket No. 5 Exhibit 11 (1990

Alaska Sess. Laws ch. 78). The Tumblesons* second assertion is also true -- the 1990



amendment docs provide greater UIM coverage ami section (b) is properly characterized as
"excess coverage." Under the old statute, once the UIM coverage was triggered, the amount
o' UIM coverage was reduced by the amount already paid out by the tortfeasor's policy. For
example, if a UIM insured with a policy for $100,000 suffers $200,00 ) worth of injjry from
a tortfeasor with a $50,000 liability limit, the UIM insured wouid only recover $50,000 from
his UIM carrier because the $100,000 UIM limit would be reduced by the $50,000 paid out by
the tortfeasor's policy. Under the amended statute, however, there is no reduction of the UIM
limit for payments made by the tortfeasor's policy. Under the same fact scenario, applying the
new statute, the UIM insured will recover $50,000 from the tortfeasor and then $100,000 from
his UIM policy. Thus, the coverage is in excess of the tortfeasor's poiicy. Accordingly, the
Tumblesons' characterization of UIM coverage as excess coverage is correct,

The Tumblcsons' third argument mispcrccives the relationship between sections (b) and
Ol). The Tumblesons interpret the "excess coverage" language of section (b) to mean that UIM
coverage will always stack on top of the tonfcajor's poiicy, i.e., UIM insureds will recover
from the tortfeasor's poiicy and then the UIM policy. Section (b) provides in pertinent pan,
"An amount payable under the uninsured and underinsured motorist coverage shail be excess to
an amount payable under automobile . . . coverage . . " The Tumblesons stress the
importance of the word "excess." The Tumblesjns' interpretation of “excess" is only partly
correct. Once the UIM coverage is triggered, then the Tumbleson interpretation is correct. The
key distinction is, however, when the UIM coverage is triggered. The triggering of UIM
coverage is governed by section (h), which was not amended in 1990. If the UIM coverage is
not triggered, i.e., there does not exist an "underinsured motorist," then the UIM carrier is not

obligated to pay any UIM claims. In this case, the key to recovery is not the amount the UIM



earner will pay * which is governed by section (b) once it is determined that UIM coverage
exists - but rather, whether die UIM coverage was ever triggered - which is governed by
section (h). The 1990 amendment changed the law to afford greater recovery for UIM insureds.
It did not, however, change the triggenng criteria. Accordingly, sections (b) and (h) arc not
inconsistent,

While the Court concludes Ihat the plain meaning of AS § 28.20.4a5 is clear on its face,
the Tumblcsons argue that the statute should be interpreted in accordance with legislative
intent.  "Generally, the most reliable guide to the meaning of a statute is the words of the
statute construed in accordance with their common usage." Homer lilec. Ass'n v. Towsley, 841

P.2d 1042, 1043-44 (Alaska 1992) (citing Lagos v. Ciry <&.Borough ofSitka. 323 P.2d 641, 643

As demonstrated in the paragraph above, the Tumblcsons arc corTcct Ihat the 1990 amendment affords UtM insurers greater
coverage. Indeed, once the UIM coverage is triggered, payments b}/ Ibe tortfeasor's policy does not reduce the amount of UIM
coverage. The old law was corned by commentators as a ‘dollar-for-dollar* reduction tn coverage because the UTM insured's
coverage was automalically reduced by the amount of Ihe tortfeasor's liability coverage. see Martin J. Huclsmann & William G.
Knoebel, undennsured Motorist: An evolving Insurance Concern: 17 N. Ky. L. Rev. 417 (1990) (discussing UIM coverage in detail).
The new law actually eliminates the ' dollar-for-dollar* reduction method. Instead, the UIM insured, once coverage is triggered, will
receive up to the total UIM limit, subject to the amount of her damages. For example:

Hypothetical; Result prior to 1990 Amendment Result after the 1990 Amendment
$50,000 liability cov. UIM insured will only receive $50,000 UIM insured will recover $50,000 from
§100.000 UIM coverage in UIM coverage because the UIM the liability earner and then an additional
$200,000 tn damages coverage is reduced by die $50,000 already 5$100,000 from his UIM earner because
paid by the liability policy. Thus. lhe the UIM policy is an excess coverage
UIM insured realises a $100,000 net. (once UIM coverage is triggered).
$300,000 liability coverage Same as above, UIM insured will only UIM coverage is not tnggercd. As opposed
§100.000 UIM coverage receive $300,000 because for every dollar lo the above hypothetical, there docs not
$500,000 in damages paid out by the liability earner, the UIM exist the circumstances necessary to
coverage will be reduced by a dollar. The tngger UIM coverage in this hypothetical.
UIM coverage is never triggered. Accordingly, the UIM insured will be

limited to the liability coverage: S3G0.000.

The key to recovery is not the amount the UIM coverage will pay, but rather, whether there exists UIM coverage. As demonstrated
in the first hypothetical, if the coverage is tnggerrd. the coverage is much better under the 1990 amendment. If the UIM coverage
is not tnggered. the amount of recovery is the same under both pre and post 1990 amendment. The 1990 amendment changed it so
that the UIM coverage will not “disappear dollar-for-dollar’ when tnggered. It did not change the tnggenng cntena. Accordingly,
section (b) (excess recovery), and section (b) (tnggenng requirements), are not inconsistent.

to



(Alaska 1991). However, even when statutory language appears clear in the abstract, the Court
may consult legislative history and the rules of statutory construction when the otherwise clear
language takes on another meaning when view rd in context. Id. In Homer, the controversy
arose when a machine equipped with a vertical and lateral swinging lift line hit an overhead
electrical line and electrocuted a worker. Id. There existed at the time of the accident a statute
declaring it unlawful to place machinery within ten feel of high voltage overhead electrical lines.
Id. at 1013. The issue in the ease involved interpretation of the ten foot requirement. It appears
that the machinery was positioned so that it was more than ten feet from the electrical line, but
the moving pans of the machine could extend to within ten foot feet of the electrical line. Id.
One panv interpreted the statute to require that machinery be placed far enough away so that the
extensions cannot reach to within the ten foot zone, whereas the other party interpreted the
statute literally, requiring only that the machine be placed ten feet away. Id. at 1043, 1044. The
Supreme Coun of Alaska determined Inat the language of the statute was clear and unambiguous,
but also determined that the interpretations by hoth panics were reasonable. The coun thus
concluded that it was proper to examine legislative history and ascertain its intent. Id.
Although the supreme coun determined that it could examine the intent of the legislature,
it nonetheless established a heavy burden for the party seeking to overcome the plain meaning.
|d. at 1044. The coun stated that legislative history and rules of construction must present a
compelling ease Ihat the literal meaning of the language of the statute is not what the legislature
intended. 1d. (citing University of Alaska v. Oeistauts, 666 P.2d 424. 428 n.5 (Alaska 1983)
("(wjhcre a statute’s meaning appears clear and unambiguous, ... the pany asserting a different
meaning has a correspondingly heavy burden of demonstrating contrary legislative intent."); and

State v. Alex, 646 P.2d 203, 208 n.4 (Alaska 1982) (under Alaska's sliding-scale approach to



statutory interpretation, the more plain the language of the statute the more convincing the
evidence of contrary legislative intent must be)). The legislative record provided support for the
position contrary to the plain meaning but also provided some support for the plain meaning of
die statute. Id. at 1044-46. The supreme court ultimately determined that die implicit evidence
proffered was insufficient because it did not present a compelling case that die legislature
intended for something other than a literal interpretation. Ul at 1044. Accordingly, the court
applied the literal meaning of the statute.

In an attempt to rebut Colonial's interpretation of sections (b) and (h), and in support of
the proposition that the failure to repeal section (h) was an oversight, the Tumblcsons cite
comments made in the Alaska legislature regarding the proposed changes to AS §28.20.445.
Representative Dave Donley ("Donley") sponsored the bill which eventually became law. In
citations provided by the Tumblesons, Donley refers to UIM coverage under the amendment as
excess coverage." See generally Docket No. 5 Exhibit 12 (comments made to and from the
legislative committee prior to passage of the bill amending AS § 28.20.445). Donley further
states that he "would like lo maximize the potential coverage of the insured up to (he amount
of their damages." Id. He docs not, however, address the crucial issue, when UIM coverage
is triggered. Rather, he only characterizes "excess coverage" as “"anything beyond primary
coverage." Id. In an article printed in the Oar Rag, the Alaska Bar Association's newspaper.
Donley urges Alaskans to buy as much UIM coverage as practicable, in order "to belter protect
themselves and their families." Sec Docket No. 5 Exhibit 13 (Vol. 18, No. 3 May/June 1994),

Donley continued, "Many such consumers who arc late: involved in serious acciden's greatly

regret this failure to protect themselves." Id.



There are two problems with the Tumblcsons' reliance on Donley's article in the Bar
Rag. First, the article does not pertain to the amendment to AS § 28.20.445 that is at issue in
this case. Donley’sarticle pertains to a bill proposing that insurance companies should not have
to offer UM/UIM coverage with high limits. Donley attempted, in his article, to convey a
message that automobile owners should evaluate their UM/UIM coverage and consider
purchasing additional UM/UIM coverage if the current amount is inadequate. Second. Donley's
article was published in the May/June 1994 issue of die Bar Rag — several years after passage
of the AS §28.20.445 amendments. The Ninth Circuit and the United State Supreme Court
have found diat "statements made by a legislator after enactment of a statute and not a pan of
the records of the legislative body are entitled to little or no weight at all." Montana Power Co.
v. Envtl. Protection Agency, 008 F.2d 334, 353 n.36 (9th Cir. 1979) (quoting Epstein v. Resor,
296 F.Supp. 214 (N.D. Cal. 1969), affd, 421 F.2d 930 (9th Cir.), cert, denied. 398 U.S. 965
('y?0)). The Alaska Supreme Coun has adopted a similar rule. In Hillman v. Nationwide
Mutual Fire Ins. Co.. the supreme coun stated, "While the legislature is fully empowered to
declare present law by legislation, it is not institutionally competent to issue opinions as to what
a statute passed by an earlier legislature meant." 758 P.2d 1248 (Alaska 1988); see also Frontier
Co. v. Jack White Co.. 818 P.2d 640, 645 (Alaska 1991) (quoung Hillman). In light of the
authonty cited and the fact that Donley's article is not on point, the Court concludes that
Donley's Bar Rag article is insufficient to establish legislative intent.

It is clear from Donley's comments in committee that section (b) was re-written to
eliminate the dollar-for-dollar reduction of UIM coverage by the tortfeasor's poiicy and therefore
UIM coverage is coverage in excess of the tortfeasor's policy. Equally as clear is the fact that

Donley intended to afford greater protection to UIM insureds by making significant changes to
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Xlaska's insurance law. it is not clear, however, Ihat Donley intended to change the triggering
component of the statute located :n section (h). Without section (h). it would be unclear as to
when an insured is entitled to UIM coverage. Arguably, it is true that section (b). if section Ch)
was deleted, could be interpreted to address not only the issue of the amount of coverage, but
also the question of when coverage is applicable. However, this would require the absence of
section th) and a very broad interpretation of section (b). As the statute currently reads,
however, the issue of when UIM coverage is triggered is addressed in section (h). Accordingly,
it is the opinion of the Court that Representative Donley's comments support the language
contained in section th) but do not contradict the plain language contained in section (h). fail to
establish any inconsistency between the two sections, and therefore arc insufficient to convince
the Court tha: the legislature inadvertently forgot to remove section (h) after adding section (b)

or that section (h) should somehow defer to section th).
In further support of their position that the intent of the legislature was to provide

coverage in a situation such as the present ease, the Tumblcsons present a comment made by
Don Koch ("Koch") from the Division of Insurance. Koch assisted in the drafting of the bill
which later became the 1990 amendment. Docket No. 5 Exhibit 12 at 1. In his summary of the
proposed bill, Koch focused on a particular Haw of the old law; specifically, the fact that the
covered losses arc "reduced by a vancty of payments such as worker's compensation, medical
payment coverage, and payments made by the (UM] or (UIM] motorist." Docket No. 5 Exhibit
12 at | (comments made by Koch to the legislative committee prior to passage of the bill).
Koch s summary of the bill supports the Court's conclusion  But. in a later comment, Koch
stated. '(The Dill] would assure that if an individual bought $100,000 of uninsured or

undennsured protection, and the other party has $200,000 coverage available, the f."|



individual's $100,000 coverage would come in after die $200,000 is utilized. ' Docket No. 5
Exhibit 12 at 3.

Koch did not elaborate on what he meant by *after the $200,000 is utilized." Koch could
have meant that die $100,000 comes in after the 5200.000 is utilized by persons other than the
insured. But, he also could have meant that the UIM coverage will be triggered automatically,
without satisfying the requirements of section (h). Assuming that die latter is a more reasonable
interpretation of his comment, the Court nonetheless finds that Koch's comment is insutticicni
to overcome the clear, unambiguous statutory language contained in section (h). As the Supreme
Court of Alaska has stated, "the plainer the language of the statute, the more convincing any
contrary legislative history must be." Id. (citing State v. Alex. 646 P.2d 203, 208 n.4 (Alaska
1982)). Furthermore, each section of AS § 28.20.445 should be read together so as to produce
a harmonious whole. City ofAnchorage v. Scavenius, 539 P.2d 1169. 1174 (Alaska 1975). The
language contained in section (h) is plain. The legislative history proffered by the Tumblcsons
docs not “"present a compelling case that the literal meaning of the language of the statute is not
what the legislature intended." Id. at 1044 (citing University ofAlaska v. Ceistauts, 666 P.2d
424, 428 n.5 (Alaska 1983)): see also Homer, 841 P.2d at 1043-44 (' The most reliable guide
to the meaning of a statute is the words of the statute construed ;n accordance with their common
usage*). Moreover, the interpretation suggested by the Tumblcsons ignores or eliminates section
(h) entirely, whereas it is reasonable to read both section (b) and scc'ion (h) together without
contradiction. As the Tumblesons coricctly note, '[Tlbe 1990 amendment to AS § 28.20.450
rewrote sections (a) - (c) of the Uninsured and Undennsured Motorists Coverage statute but

earned forward this old definition.* Docket No. 5 at 8 (refemng to the definition of when UIM



coverage is triggered - section (h)).3 The Court thus determines that section-* (b) and (h) arc
thus not inconsistent and the literal meaning will be adopted by the Court.

The Tumblcsons fourth argument is that section (b) must he controlling over section (h)
because application of section (h) makes UIM coverage illusory. Docket No. 5 at 9. The
minimum liability insurance required in Alaska is $50.000/S 100,000. The statute also requires
insurance companies to offer UM/UIM coverage to the minimum of the liability coverage
purchased - a minimum of 5$50.000/S300.000. It is true that under the statute, a person who
purchases the minimum liability coverage and the minimum UM/UIM coverage has. in essence,
purchased no UIM coverage when the situation is such that only the UIM insured, makes a claim
against the liability policy It is not possible for the tortfeasor to be undennsured because if
insured, the tortfeasor must have at least the statutory minimum $50.000/S 100,000 coverage.
Under section (h), the UIM coverage will not 1 triggered. The UM/UIM purchaser has.
however, purchased UM coverage because it is possible that the tortfeasor is uninsured. If the
tortfeasor is uninsured, the UM/UIM insured will recover up to her UM/UIM limit of S50.000.

Although there is a possibility that the UM/UIM coverage is useless in a two car collision
with only the UIM insured making a liability claim against the tortfeasor who has the statutory
minimum coverage amounts, the UM/UIM coverage is available under other situations. Th¥
first example was stated above, the uninsur*-d tortfeasor situation. In addition, if more than ;ust
the UIM insured makes a cl-im against the tortfeasor's S50,000/S 100,000 policy, then the
§50,000/5 100.000 UM/UIM policy that the Tumblesons label illusory is triggered. Pursuant to
section (h)(2), if the tortfeasor's liability policy is the same or more than the UM/UIM policy,

*1f (he IcgttUture intended lo remove section (h), then the legnltture now bu the opportunity to remove lection
(b) following resolution of thit deciiion. i ii not within the pow-en of ihe judicury lo legulitc
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the UM/UIM insured may nonetheless recover if payments from this poucv are made to persons
other than the insured. AS § 28.20.445(h)(2). Accordingly, there exist situations under
AS §28.20.445(h) where UIM coverage will be triggered and situations where it will not be
triggered. The COUN finds the Tumblcsons' illusory argument unconvincing.1 The final inquiry
for the COUN is to analyze section (N) and determine whether UIM coverage is tnggered in this
ease.
ti.  Section (h) application

Now that it is determined that section (h) is the tnggenng component of AS § 28.20.445,
section (h) must be applied to the facts of this ease." Section (h) is not ambiguous. Section (h)
provides that the UrM insured will not receive UIM coverage if their UIM coverage is less than
the tonfeasor's liability coverage [see section (h)(1), unless the tonfcasor's liability coverage
has been reduced by payments to persons other than an iasurcd. to the point where the
available limit of the tonfcasor’s policy is less than the UIM limit of the UIM insured [see
section (h)(2)).

Section (h)(1) precludes UIM coverage if the UIM policy limit is less than the tortfeasor's

policy limit; notwithstanding the section (h)(2) exception. In this case, the tonfeasor's policy

"It it alto important to note that as | general rule. *JA) statute should be construed to that effect ts given to
all its provisions, so that no part will be inoperative or superfluous void or inaignmcant.* 1a. (quoting au ucvm,

requires the Cuurt to deem section (h) inoperative. The Tumblesons' provide no other explanation for the existence
of sectioa (h) except that it was inadvertently left in place during the amendment five years ago.

' There exist ocly four states that have a statute with a section similar to section (h)(2). These slaUs are:
Alaska. North Dakota, Colorado, and Nebraska. The high courts of Alaska and Nebraska have not yet determined
the mearmg of this section. The courts to North Dakota and Colorado have reached contrary conclusions, but the
reasoning appears similar. Neither the North Dakota nor the Colorado Supreme Court cases, however, address the
precise issue of this case, i.e., the applicability of section (h)(2) when the tortfeasor s liability coverage has been
reduced by payments t>an insured. See union Ini. V Houtt. 883 P.2d 1057, 1065fColo. 1994); Gabriel v. Minn.
Mut. Fire and Cai , 506 N.W :d 73. 77-78 <N.D. 1993).
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limit is $100.000/$300.000 and the UIM iimit is $50.000/SKX),000. A total ot S300.(XX) was
patd to the five Tumblcsons, but three cf the Tumblcsons received less than S50.1XX) each. On
one hand, a section (h)(1) application appears simple -- the tortfeasor's policy is larger than the
UTM policy and thus section (h)(1) precludes UIM coverage. On the other hand, the amount
actually received by Derek. Launc. and Knstin Tumbleson was less than the $50,000 individual
limits.  Thus, an argument can be made that Derek, Laune, and Kristin did not realize the
benefit ot the $50,000 individual UIM coverage. In rebuttal, however, the Tumblesons together
received $300,000. which is Certainly more than the $100,000 afforded under the UIM policy -
- thus Derek, Laurie, and Knstin adequately received their UIM coverage by virtue of the fact
that they received their proportionate share of S300.000, the tortfeasor's liability limit. After
all, they received more, by virtue of the larger tortfeasor policy, than they would have under
the UIM policy alone, i.e., if the tortfeasor would have been uninsured, the 5100,000 UIM
policy wouid have been split between all five Tumblcsons. Derek, Laune, and Knstin would
have probably received a small proportionate share under the latter hypothetical. Moreover,
even if the torttcasor's policy was 599,999, Derek, Launc, and .Tristin vould have received a
proportionate share of $199.999 (tortfeasor's liability limn plus UIM limit), which is likely to
be less than their proportionate share of S3G0.000. Accordingly, it seems reasonable to conclude

Ihat proper application ot §25.20.445(h)(1) denies the tnggenng of UIM coverage in tnis ease.5

1 In addition, the Alaska Supreme Court hi* determined that insurance poli/iea should P> interpreted as (a
provide (he coverage an ordinary layperson would eapecl to have through her int.upretation of the policy. starry
v. Horace Mann Ins. Co.. 649 P 2d 937 (Alaska 19821. A reasonable layperson would interpret the language of
section (TjHU  deny coverage became S300.000 is greater than SI00.000 and J300.000 was paid to the
Tumblejons. The ( luxt is also of the opiruoo that a layperson would interpret section (h)|2) to deny coverage
because the insureds, the Tumblesons, were the only persons who received payments from the tortfeasor s policy.
Section (b)(2) ia discussed m the following paragraph
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Section 00(2) may be the most critical section in regard to the triggering of UIM
coverage in this ease. Section (h)(2) is clear and unambiguous. UIM coverage is triggered by
section (h)(2) when, although the UIM limit is less than the tortfeasor's liability limit, the
resources available from the tortfeasor's policy have been reduced lo below" the amount of the
UIM limit by payments made to persons other than the insured. For purposes of insurance law,
the Tumblcsons arc insureds. The tortfeasor, Schram, was insured by State Farm with liability
limits at $100.000/5300,000. State Farm paid $300,000 to the Tumblesons. Docket No. 5 at
2. Since the payments were made to insureds, the section (h)(2) exception is inapplicable.

Accordingly, section (h)(2) docs not trigger UIM coverage.

IV. CONCLUSION

The Court has reviewed the arguments presented by the Tumblcsons and concludes that
while the Tumblcsons' raise serious public poiicy concents, the statute clearly mandates that
coverage docs not exist. Although the Alaska legislature amended AS §28.20.445 to provide
broader UM/UIM protection, the amended section (b) is not inconsistent w'ith the unchanged
section (h) and thus section (h) is applicable to the present litigation. Section (h) determines
when UIM coverage is available and section (b) determines how much compensation the UIM
insured will receive. Moreover, the intent of Alaska's legislature docs not conclusively
demonstrate that it intended to remove section (h) or somehow make it inapplicable to this
situation. ~ Accordingly, Colonial's motion for summary judgment at IK3CKET NO. 3 is
GRANTED, and judgment shall be entered it favor of Colonial Insurance Company in its

declarator) action. In addition, the Tumblcsons' cross motion for summary judgment at

DOCKET NO. 5 is DENIED.
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IT IS THEREFORE ORDERED:

Plaintiffs motion at Docket No. 3 for summary judgment is hereby GRANTED and
JUDGMENT ENTERED FOR THE PLAINTIFF. In addition, Defendants' cross motion for
summary judgment at DOCKET NO. 5 is DENIED.

DATED al Anchorage, Alaska this 20th day of January, 1995,

AO1-0INCD uni
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TONY KNOWLES, GOVERNOR

DEPARTMENT OF COMMERCE AND

ECONOMIC DEVELOPMENT PO BOX I1QiC8
JUNEAU, ALASKA 99011-0B05
DIVISION OF INSURANCE PHONE (907?) 465-251S
April 26. 1995

The Honorable Lyda Green
Alaska Slate Senator
Room 423 State Capitoi Bldg.
Juneau. Alaska 9980 M 182

Dear Senator Green:
Re: SB 95. Uninsurcd/Underinsured Motorist Coverage (UM/UIM)

During the hearing on SB 95 before Senate Judiciary on 4/24/95. Senator Taylor. Chairman of
the Committee asked that | respond to you concerning your questions on the ill.

Higher LimitsQ ffcr

As you may know, the bill started out as a repeal of the higher limits offer of UM/UIM found in
AS21.89 020(c). In Senate Labor & Commerce, we sug(?ested that it might be more appropriate
to devise a compromise position for that section and notéd that a reductiori of the _
$1.000.000/52.000.000 offer to S1.000.000/S 1.000.000 might be a good start, Wc pointed out
that there has been a shift away from the old requirement that the purcChaser of insurance could
only protect self and family to'the extent that the insured provided protection for a third party, A
number of states have adopted this view in_one form or another. There are now 18 states, that
have some form of hqher limits offering. The move to no fault laws in the 70's with its inherent
focus on protecting sélf, has fostered this movement to a method whereby persons under a tort
system might alsoavail themselves of greater choices of self coverage.

The existing law was adopted. because the legislature wished to allow purchasers of automobile
liability insurance, which basically provides Coverage for injured third parties, to consider
.archasc of insurance covering ﬂersonal protection tor the purchaser and family. It allows for
limits that exceed coverage fof third party bodily injury liability. Prior to the changes in 1990
(Ch 78 SLA 1990). insurers did not voluntarily offer higher limns of UM/UIM oroffer other
means of substantive protection,

flic policy issue considered in this Ie?islatio_n IS. does the state wish to limit the coverage for a
person huying automobile insurance for their own protection to the amount that person
voluntarily purchases for the protection of a third party.

HicTumblcsnnCase

An issue that has an impact on the subject of UM/UIM is the feature in Ch 78 SLA 1990 which
provides that a not-at-fault party’s underinsured motonsts covera(%e would be available as excess
In cases where the at-fault party’ hact insurance insufficient to, meet the needs of the injured not-at-
fault party in an automobile accident. The recent U. S, District Court ease of Colonial Insurance
Company of California v, Derek Tumbleson (Case #A94-184 CV 1JKS)) has placed this
P[ovmon Into question. The premijse for this tuling is that the undennsured feature is only
riggered if the at-fault thiru party is uninsured. THIs action, it it stands, turthcr impacts the

Page !
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SB 95
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ability of the purchaser of insurance to_protect personal interests «a greater extent than the state
requires protection of the third party. To add to the confusion, there is another case in state court
addressing a similar fact situation vvhich arrives at a different conclusion, so we have conflicting

court cases.

Easing

Ch 78 SLA 1990 did contain a section Ihat indicated the coverage was excess. Testimony has

been tendered that the rates would go. up substantially if this legislation were adopted. For

example, the lobbyist for State Farm indicated the rates for this coverage would increase by as
much as 80% if the covera,Pe were made excess by this Ieglslatmn. That is somewhat puzzling

since State Farm made a fifing following passage of Ch 78 SLA 1990 which acknowledged that

&he coveraPe was intended onan excess basis instead of the diffcrencc-in-limits approach.
resumably, they have been settling losses on the basis of their filing.

The rate filings received from other insurers following the passage of that law reflect a similar
view. In any event, rates must be supported on the basis of expérience or a sound evaluation of
a change which results in increased claims. Further, the charges for UM/ULVL arc borne by the
purchasers of the coverage and not by those who do not purchase it. Since insurers do best
when there is a legitimate spreading of the risk, it is to their advantage to encourage purchase of

the coverage.
Proposed Committee Substitute

Proposed committee substitute for SB95 version "0 is identical to version "M" for sections 1+
4. The remaining sections leal with the timing and application of the legislation.

Section 5. This applicability provision notes that the addition of intent language (Section I‘) and
the change to AS 21.89.020 cE)) apply_to new and renewal policies after the'efféctive date of this
Section, which is July I. 1995 (per Section $).

Section 6. The resolution of the Tumbleson case IS clarified u nh the lan uage In AS
28.20.445(b) which is in Section 3 of the bill, and the repeal i AS 28.20.425(h) and AS
28.40.100(a (223 which is in Section 4 of the bill. These two items are. made retroactive to
Sesptember . 1990, the effective date of Ch 78 SLA 1990 by this Section. AS 28 20.445(h) and
AS 28.40.100(a)(22) arc near identical definitions of "undennsured motor vehicle" which were
Inadvertently not repealed with passage of Ch 78 SLA 1990,

Section 7. This Section makes the retroactivity of Section 0 immediate.
Section 8. Sec Section 5 discussion

If you have any questions on any of this. | would be happy to respond. My direct line is 465-
2517, Thank 3)//0% Y ppy 10 Tesp y

Very, truly vours./

Chief of Market Surveillance

cc Senator Taylor
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Alaska Action Trust

|30X1 2323 « Anr oraRC Alaska905
ired. suric 206 * Anchora

7g 22 o1
(907) 258-40-10 « FAX (907) 276-T185

OBU M

Pl

Juneau Office: 300 Hormtt Strcot, Suito #1
Juneau, Alaska 99001
phono and fax (907) 586-1033

FAX TRANSMITTAL

Xot Laura OlaiBor, Senator Taylor®s Office
Snnntc Judiciary
FAX #465-3922

FROM: Debra C. Oravo
Executivo Diroctor
DATE: April 10, 1995
HR: SB 95, "An Act relating toautomobileliability Insurance

covorago for uninsurod orunderinsured motor vehicles}
and providing for an effacLive date."

**#***********)* R S S o

Laura: This is to confirm in writing tho change to CS for Senate
Bill 95 ( ) work draft vorcion 9-LSO73\F we talked about earlier

thin morning:

Section 4 should rond: AS 28.20.445(h) and AS 28.40.100(a) () are
repealed.

Both statutes, AS 28.20.445(h) and AS 28.40.100(n)(2) arc
identical definitions of UIM coverago and both must be dolotod to
Tix tho problem.
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State Farm Mutual Automobile Insurance Company

i Z*Sal\f |
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i,c o
lhe Honorable David Walsh Department ¢’ .netto  “RH ! RO
& Economic Oeveiopmer e 1001 766 2Mb

Director of Insurance \ EC :
State of Alaska Division of insurance
Department of Commerce i Economic Development

Division of Insurance

P.O. Box "D"
Juneau, Alaska 99811 October 24, 1990

Dear Director Walsh:

RE  INDEPENDENT FILING
-'tate  Farm Mutual Automobile Insurance Comparv

NAIC 1: 17625178
Revised Uninsured and Underinsured Motor Vehicle
Coverage Rate Schedules and Rule Pages

Enclosed for filing on behalf of the State Farm Mutual Automobile
insurance Company of 3loomington. lIllinois are revised uninsured and
underinsured motor vehicle coverage rate schedules and rule paaes pursuant
to recent legislation in tne state of Alaska.

Alaska House Bi’'l Nc. 429 broadens tne extent of coverage provided bv
the uninsured and undennsured motor vehicle coverage by mandating coverage
in an excess form rather than a difference-in-limits form and also by
allowing stacking in certain instances. Enclosed Exhibit 1 contains the
present, indicated, and proposed uninsured and underinsured motor vehicle
coverage rates. Nb cnanaes to the additional premium charges ¢'ar Uninsured
Property Damege are being submitted with this filing. The income effect or
hho ciange in rates due to Alaska House 3111 No. 429 is revenue neutral
tho rates merely being adjusted for the change in benefits.

Ve respectfully request that this filing be approved, effective
immediately, for both new and renewal policies dated January 1, 1991 and
later. Please return the enclosed duplicate of this letter and the rate
and rule pages, appropriately stamped, for completion of our files. A
selr-addressed, stamped envelope is enclosed for your convenience. Ifyou
;hcuid have any quest-ons regarding this filing, please telephone ne
collect at 309/766-2325.

Cordiclly,

/* t
fry r+>-—-

Greg Hayward

Actuary and
Assistant Secretarv/lreasurcr

GHrkdb
Enclosures
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Anti-Crime Legislation Needs Your Support

by Sen. Dave Donley (D)

Senate District J

During the last legislative session. | sponsored several anti-crime bills, including
Senate Hill 26. waiving juveniles to adult court when they commit certain felonies
or arson, Senate Bill 175, the "No Frills Prisons Act.” and Senate Joint Resolution

25. limiting ihe rights of imprisoned criminals, all of which arc moving through the

committee process.

I also sponsored three anti-crime and pro-victim hills which have not yet had a
hearing and are in the Senate Judiciary Committee, chaired by Senator Rnhin Taylor.
SB 125. increasing the dollar amount of the maximum lines allowed in criminal
cases, SB 126, making certain repeat criminal offenders ineligible to receive Perma-
iicul Fund Dividends, and SB 127. extending the lime period victims ol certain
criminal acts have to bring civil damages action against their offenders, have not yet
been scheduled for hearings in the Senate Judiciary Committee. 1would appreciate

your suppcn lor hearings on these hills.

Specifically, SB 125 increases the dollar amount of the maximum fines allowed in
criminal cases from $75,000 to $500,000 for murder and sexual assault offenses,
ami from $500,000 to $ 1,000.000 for a felony offen .e or for a misdemeanor offense
that results in death. SB 125 creates a successively higher schedule lor maximum
fines, according to the class of felony. Currently, there is a $50,(KK) maximum fine
for all felonies, and someone convicted of a misdemeanor or felony is sentenced to
pay lines according to the schedule set out in Alaska Statute. In determining the line,
lire court takes into account the financial resources of the defendant, the burden its
payment will impose, and the seriousness of ilie crime. Maximum fines aie unly goen

for the most serious possible types of criminal behavior wiilun thru class of crime
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SB 126 makes first lime violent felons, convicted of felonies such as homicide,
assault, and reckless cndangcrmem, kidnapping, sexual offenses, robbery, extortion
or coercion, sccond-tirnc felons, or third-time misdemeanants ineligible tor Perma-
nent Fund Dividends. SB 126 makes individuals who arc on probation or parole for
a felony ineligible for Permanent Fund Dividends and allows the Department of
Public Safety to assess services to crime victims from ihe Permanent Fund Dividends
of their convicted assailants. Currently, only individuals who are incarcerated for

felonies are ineligible for Permanent Fund Dividends.

SB 127. the Crime Victims’ Civil Justice Act, would extend the time period victims
of certain criminal acts have to bring a civil damages action against their offender
from two to ten years. SB 127 would give these victims the needed time to heal both

emotionally and physically and pursue action against their offenders if so desired.

I look forward to the consideration and passage ol these anti-cnmc and pro-victim hills
from the Senate Judiciary Committee. Mail letters of support and requests for hearing
Senate Mills 125, 176 and 127 to Senator Robin Taylor. 352 Front Street, Ketchikan.
Alaska 99901 or call his office at (907) 225-8088.

V .ue
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STATE OK ALASKA BILL NO. SB 125
1995 LEGISLATIVE SESSION

Rovislon Dote: o Dept. Attectod: Department ot Revenue
Title: INCrease Fines tor Certain Crimes BRU: Permanent Fund Dividend Division

Component:  Permanent Fund Dividend Division
Sponsor: SENATOR DONLEY

Requestor: SENATOR DONLEY fV>, .COMPONENT SERIAL NO. 901

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY 00 FY 01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

| CAPITAL EXPENDITURES | | | I I I
ICHANGE IN REVENUES ( > | I I I

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF _
1005 GF/Program Receipts
1006 GF/MHTIA

roral!VPEND FUND 100 00 0.0 0.0 0.0 00 00

Estimate of any current year (FY95) cost: S

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separato page it necessary)

No impact on Permanent Fund Dividend Division.

Prepared by Nano A Jonor. Director 465-2323
Division: /s Permanent Fund Dividend Division 32055
Approvod by Commissioner: Date -)2.(1) H
Agency Department ot Re

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For him* tfatntxson infinrmDon, cdl no Goswne<s Loj-iiav.0 0 flier

{Rev 1094) C8sm ih.OBR Pag* 1 dl 1



FISCAL NOTE

STATE OF ALASKA BILL NO: SB 125

1995 LEGISLATIVE SESSION

Revision Onto: Dept. Affected: Public Snfnty

Tillo:  Inrjcase-fiuctl fuf ceilaiii_ctiiim DCS Statewide Snnnnrt
Component: Commissioner's Office

Sponsor:  Snnntnr Donlov
Requestor: IS) Judiciory COMPONENT SERIAL NO. 0523

EXPENDITURES/REVENUES: Il liousnnds of Dollars) Imitation not included!
OPERATING FY 9G FY 97 FY 99 FY 99 FY 00 FY 01

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND A STRUCTURES

GRANTS. CLAIMS

MISCELLANEQUS

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

CAPITAL EXPENDITURES 0- (- 0- (- (- 0-

CItAMCr eritrvrjtuts t [ 0 0- 0 0- 0-
[UvwmM Cod*

FUNDING: IThousnnds of Dollars)

1002Fcdorol Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

100G GF/MMTIA

Other

TOTAL 0- 0- 0 0- 0- 0-
Estimate ol current year IFY 95) impact: 5
POSITIONS:

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

ANALYSIS: (Attach a separate pan" '» necessary.)
No fiscal impact is anticipated to the Deportment of Public Safety

Prepared Qy:  .LcaAim Lucjs. Scem! A.iS3LinflQ :iX Cecmmnaflasi__ ¥hone:  -165 4322

Division: Commissioner s pftice A Date:  3:30-95
Approved by Commissioner: v A — M _ Dote: 3-30:55
Agency: Ronald L. Qtte. Dent, ot Public Safety

PREPAREn TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE

Tor (miner distribution information call the Governor s Irritative Office
Frene* Pago 1 of 1



Senator Dave Donley
ALASKA STATIi IJKIISLATUKIi

Memorandum

Dale: November 6 ,1\W5

To: Senator Robin Taylor
Chairman, Senate (udiciary Committee

| rom: Senator Dave Donley *

Re; Request for Hearing
SHI 25 - Increasing the dollar amount of the maximum fines allowed in

criminal cases,

SHI2f» - Making first-time violent felons, second-time felons, or third time
misdemeanants ineligible for permanent fund dividends and making
individuals who are on probation or parole for afelony ineligible for
permanent fund dividends, and

SH127 - Extending the time period victims have to bring civil damages against
their offender from 2 to 10years.

| request you schedule SHI25. SH126, and SH127 for interim hearings or hearings in January of
106 .

SH 125 increases the dollar amount of the maximum fines allowed in criminal cases. Currently,
someone convicted of a misdemeanor or felony is sentenced to pay fines according to the
schedule set out in AS 12.55.035. In determining the fine, the court takes into account the
financial resources of the defendant the burden its payment will impose, and the seriousness
of the crime. Maximum fines are only given for the most senous possible t\ pe of criminal
behavior within that class of crime. There are no minimum fine levels

SH 125 increases the maximum fine to a defendant from $75,000 to $500,000 for murder and
sexual assault offenses outlined in AS 12.55035(b)(1). Currently, there is a $50,000 maximum
fine for all felonies, (Class A. Hand C) SH 125 creates a successively higher schedule of
maximum fines, according to the type of felony. The maximum tine for a felony offense or for
a misdemeanor offense that results in death to a defendant that is an organization, such as a
business, is increased from $500,000 to $1,000,000.

ImiuO'Mj) STATECAPMfL-IINEAt M WHOMIKSIVU7i45$.IA2» FAX HaMV ItSt
I ' Iftll 4TIAVI Ml 4'sx went»kam. %Kew$0|25K-NIK] e t-AX 0P

Ml Mill K ST tifiiatc Cifumittre = Serdte SuiC Allan® iVmituttty



nator Robin, Taylor
, @%R??l

Further, SH 125 increases the fine for pecuniary gain realized by the defendant as a result of the
offense and the fine for damages or loss caused by the defendant to another, or to the property
of another from two to three times the actual amount.

SH 12ft makes first-time violent felons (convicted of felonies described in AS 11.11 as homicide,
assault, and reckless endangerment, kidnapping and custodial interference, sexual offenses,
robbery, extortion and coercion), second-time felons, or third-time misdemeanants ineligible
tor permanent fund dividends.

SH 12ft also makes an individual convicted of a felony who is on probation or on parole
ineligible for permanent fund dividends. Currently, only individuals who are incarcerated for
felonies are ineligible for permanent fund dividends. SH 12ft adds Services to Crime Victims
provided by tin Department of Public Safety to the list of purpose's outlined in AS -13.23.028(b)
lor which legislative appropriations can be made from the permanent dividend program.

SH 127, the Crime Victims' Civil Justice Act. would extend the time period victims of certain
criminal acts have to bring a civil damages action against their offender from 2to 10years. SH
127 would give these victims the needed time to heal both, emotionally and physically and
pursue action against their offenders if so desired.

If you have any questions regarding these bills, contact Karen Hrand of my staff at 258-8181.

Prior requests for hearing SHI2?: 3/20, 5/1and 8/30/95. Prior requests for hearing SHI 2ft:
3/23,5/1and 8/30/95. Prior request for bearing SHI27: 3/20 and 8/30/95

DD/kb



Senator DaveDonley
ALASKA STATE LEGISLATURE

Memorandum

Date: May 1,1995

To: Senator Robin Taylor
Chairman, Senate judiciary Committee

| ron: Senator Dave Donley *

Re: Request for Hearing - SB125 - Increasing the dollar amount of the maximum
fines allowed in criminal cases

| request a committee hearing for SB 125 at your earliest convenience. SB 125 increases the
dollar amount of the maximum fines allowed in criminal cases. Currently, someone convicted
of a misdemeanor or felony is sentenced to pay fines according to the schedule set out in AS
12.55.035. In determining the fine, the court takes into account he financial resources of the
defendant, the burden IS payment will impose, and tne seriousness of the crime. Maximum
fines are only given for the most serious possible type of criminal behavior within that class of
crime. There are no minimum fine levels.

SB 125 increases the maximum fine from $75,000 to $500,000 for murder and sexual assault
offenses outlined in AS 12.55.035(b)(1).

L urrently, there is a $50,000 maximum fine for all felonies, (Class A. Band C). SB 125creates a
successively higher schedule of maximum fines, according to the type of felony. The
maximum fine for a felony offense or for a misdemeanor offense that ri ults in death is also
increased from $500,0.u to $1,000,000.

Further, SB 125increases the fine for pecuniary gain realized by the defendant as a result of the
offense and the fine for damages or loss caused by the defendant to another, or to the property
of another from two to three times the actual amount.

It you have any questions, contact Karen Brand of my staff at 2705.

Prior Requests for Hearing: 3/20/95 DO\
lunuryMiy  STATTCAI'ITIH. « J'NEAF. AK « WHO-! IK] « 0*17)4*5-UAR« FAX IW7)A465< 5<#
Jure Dacnita  7thW 4111 AVI: *STU 410* ANCHORAGt. AKSYW.WM e «@i?) KK S »FAX e*171 25XvSH

MI'MM R Senlie Finance Committee « Senate Mile Allan *Committee






Senator DaveDonley

ALASKA STATE LEGISLATURE

Memorandum

Dale: May I, 1995

To: Senator Robin Taylor
Chairman, Senate Judiciary Committee

From: Senator Dave Donley

Re: Request for Ifearing SB126 - An Act making first-time violent felons,
second-time felons, or third time misdemeanants ineligible for permanent
fund dividends and making individuals who are on parobation or parole
for a felony ineligible for permanent fund dividends

| request acommittee hearing for SB 126 at your earliest convenience. SB 126 makes
first-time violent felons (convicted of felonies described in AS 11.41 as homicide,
assault, and reckless endangerment, kidnapping and custodial interference, sexual
offenses, robbery, extortion and coercion), second-time felons, or third-time
misdemeanants ineligible for permanent fund dividends.

SB 126 also makes an individual convicted of afelony who is on probation or on parole
ineligible for permanent fund dividends. Currently, only individuals who are
incarcerated for felonies are ineligible for permanent fund dividends.

SB 126 also adds Sendees to Crime Victims provided by the Department of Public Safety
to the list of purposes outlined in AS 43.23.028(b) for which legislative appropriations
can be made from the permanent dividend program.

If you have any questions, contact Karen Brand of my staff at 2705.
Prior Request for Hearing: 3/23/95

DD/kb
Jammy-May: STATE CAF'ITtH. « JUNEAU. AK « W 801-11S2. <tf)7)465-38V2 « FAX: |I*>7)-tftS-ftW
JuncDacmher: 71ftW 4TH AVE.«STE 4Ul» ANCHORAGE. AK»WV>1 « £X)7125S KIKL «FAX:(*K»7>25H-55/1

Mh'MBHR Senate Fituiuc Committee » Senate State AMaw\ Committee
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Pw-go Two

Letters to Editor

of the other items available on the prison commissary lint, which
is just unrealistic.

With regard to SB 127 which would extend tho time period
victims of crime have to bring civil, action against the defendant
from two to ton years, this measure should be opposed as well.This
is just a feeble attempt to extract money from the poor cx-felon,
who is trying to get his |life back together after serving a bitter
prison sentence, futher down the road. Clearly, two years is more
than enough time to heal any wounds and decide if they want to sue.

|l urge everyone to oppose the above mentioned Senate Bills
by communicating with their state senator or representative or by
calling or writing to?

Sen. Robin L. Taylor, Chairman Sen. Dave Donley

Senate Judiciary Committee Room 11 Alaska State

Room 30 Alaska State Legislature Legistature

State Capitol (ms lion) State Capitol (MS 3100)

Juneau, Alaska 99ROL-11R2 Juneau, Alaska 99RO01-1182

Ph. "165-307 3 FAX 466-3922 Fh. 465-3R92 FAX 465-6595

Ph. 258-RIR! 25R-164R

Thank you very much Tor your attention and consideration of
this letter.

I am,

Very Truly Yours,
Dennis H. Brown 1105217
,omon Creek Corr. Center
2000 Lemon Creek Road
Juneau, Alaska 99RO0!
Ph. 465-6200
xXc: Gov. Tony Knowles

Sen. Robin LI,. Taylor

Sen. Dave Dc iley

Sen. Jim Duncan

Rep. Ramona Barnes

Juneau Fmpire



Senator DaveDonley
ALASKA STATE LEGISLATURE

Memorandum

Date: March 23,1995

To: Senator Robin Taylor
Chairman, Senate Judiciary Committee

From: Senator Dave Donley

Re: Request for Hearing SB126 - An Act making first-time violent felons,
second-time felons, or third time misdemeanants ineligible for permanent
fund dividends and making individuals who arc on parobation or parole
for a felony ineligible for permanent fund dividends

lrequest acommittee hearing for SB 126 at your earliest convenience. SB 126 makes
first-time violent felons (convicted of felonies described in AS 11.41 as homicide, assault,
and reckless endangerment, k'dnapping and custodial interference, sexual offenses,
robbery, extortion and coercion), second-time felons, or third-time misdemeanants

ineligible for permanent fund dividends.

SB 126 also makes an individual convicted of a felony who is on probation or on parole
ineligible for permanent fund dividends. Currently, only individuals who are
incarcerated for felonies are ineligible for permanent fund dividends.

SB 126 also adds Services to Crime Victims provided by the Department of Public Safety
to the list of purposes outlined in AS 43.23. 28(b) for which legislative appropriations
can be made from the permanen dividend program.

If you have any questions, contact Karen Brand of my staff at 2705.

DD/kb

JinuaryMay: STATE CAPITOL « JUNEAU. AK « 99801-11x2 +<v07)4(»$3kM « FAX <907)475-6595
June-December. 7iftw 41u AVE « STE 4.10x ANCHORAGE, AK « 9*7501 « (907)258*8181 « FAX (XI7i25X tf71

MHMIU.R: Senate Finance Committee « Senate State Allans Committee



FISCA3. NOTE

STATE OK ALASKA
1)95 LEGISLATIVE SESSION
Revision Dato:

Dept. Affected:

BILL NO. SB 126

Department ot Revenue

Title: PFD Eligibmty: Money for Crime Victims BRU: Permanent Fund Dividend Division
Component.  Permanent Fund Dividend Division

Sponsor: SENATUR DONLEY

Requester: SENATOR DONLEY COMPONENT SERTAL NO. 981

Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY00 FY 0L
PERSONAL SERVICES 317 59.5 59.5 59.5 59.5 59.5
TRAVEL
CONTRACTUAL 1.5 1.5 1.5 15 15 15
SUPPLIES 05 0.5 0.5 0.5 05 05
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING 39.7 67.5 67.5 67.5 67.5 67.5

| CAPITAL EXPENDITURES I I I I
ICHANGE IN REVENUES ( )] I I |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF .
1005 GF/Program Receipts
1006 GF MHTIA
Cthc . DIVIDEND FUND 1050 39.7 67.5 67.5 67.5 67 5 67.5
TOTAL 39.7 67.5 67.5 67.5 67.5 67.5
Estimate of any current year (FY95) cost: $ 0.0
POSITIONS
FULL-TIME 2 2 2 2 2 2
PART-TIME
TEMPORARY

PREPARER TO PROVLDE ALl3 BISTRIBUTION COPIESTO GOV_ﬁRNOR'S LEGISLATIVE OFFICE

For further otstnoubon information, can tn« Gov*mof * legislate* Otn»

10 94| Osfisno ilvDBR
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ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION

ANALYSIS OF SENATE BILL 126
As of March 20, 1995

Section 1 of this legislation would add five additional conditions that would make
individuals ineligible for the 1996 and subsequent dividends.

Assumptions:

1L The Department of Corrections, the Court System and/or the Department of Law will
annually provido the Department of Revenue with a computer tape tile o. all incarcerated
felons, felons on probation, felons on parole, felons convicted undor AS 11.41, second
time felons, and third time misdemeanants.

2. Programming changes will be a one-time cost. Ongoing maintenance of new programs
would be accomplished by existing staff. The computer system will need to be changed
to account for the change in the program, to establish new classes of ineligiblos, and add
computer generated denial letters for each class of ineligibles.

3. The cost of data processing chargebacks for mainframe will be continuing. This will cover
the cost associated with processing the computer tape with the PFD Masterfile, provide
necessary printouts, and generate denial letters.

4, The cost of worKing an estimated 3,000 additional appeals. This is based on our history
of appeals on presently incarcerated felons. Two full-time Permanent Fund Dividend
Specialist 1's will be required to work these additional appeals.

Cost Summary:

1. Personal Services FYo6 FY 97 FYO98 FY99 FYOO FYO1

a 1 non-permanent

Analyst Programmer 1V,

Range 19A, at $3,748/mo.

including salary and benefits,

for two weeks. 19

b. 2 PFT PFD Specialist I's,

Range 13A, at $2,478/mo.,

including salary and benefits,

for 6 months. 20.8

c. 2 PFT PFD Specialist I's,

Range 13A, at $2,478/mo.,

including salary and benefits,

for 12 months. 595 59.5 59.5 595 595

Tolal Personal Services 31.7 59.5 59.5 59.5 59.5 59.5

Page 2 of 3



ALASKA DEPARTMENT OF REVENUE
PERMANENT FUND DIVIDEND DIVISION
ANALYSIS OF SENATE BILL 126
As of March 20, 1995

2. Contractual Services

a. Data Processing Charge-
back 5 5 5 5

b. Additional postage
required for denial letters and

appeal 7.0 7.0 7.0 7.0
Total Contractual Services 75 7.5 75 75
3.  Supplies

a. Forms and envelopes NS} Jj N> N>

Total Cost S39.7 $675 $67.5 $67.5



