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FEB-18-97 1233 FROM ASMI

Iddosing I would like to emphasize the importance of supporting the ASMI program, the
cconnuanoa of a 1% assessment used worldwide; and to encourage the legislatures to
provide the match that the ASMI program needs for tfacir export maricetiug gram. | strongly
support the passage of this bill with the above nseadoned changes and encourage oar Spate
legislator to do the same. Thankyou for your time.

0

cc Representative lvan M. Ivan
Representative JcanntCtc A. James
Representative Cad E Moses
Representative Richard Foster



FE8-09-38 16i51 FROM:ASM1 JUNEAU
‘Author:  GieqoryMcIntoshGcompuserve.com <Greq Mcintosh) at CC2MHSI
Date:  2/9/93" 5:34 PM
Priority: Normal
TO: vina |enninr- at DCED AbMI
Subject: Copy of: Attached Letter
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From:  Greg Mclntosh, 746031714
T0: Barbara Belknap, INTERNET:aIaska_seafood%commerce.state.ak.us
bara Belknap, INTERNET:Barbdra 3elknaD<3comnerce.state.ak. us

Bar
DATE:  2/9/98 9:30 AM
RI: Copy of: Attached Letter

Earb- . ,
Can you use this? Still on the road. Greg

February 9, 1998

Mcintosh Marine, Inc
Post Office Box 6404
Halibut Cove, AK 996
February 6, 1998

The Honorable B ill Hudson
State Capitol

Room 108

Juneau, AK 99801

Dear Mr. Hudson:

| understand the House and the Senate may soon be discussin_? the merits of
the 17 tax, used to fund the Alaska Seafood Marketing Institute (ASMI). |
encourage you and your colleagues to act re3ﬁon3|b|l¥ and furd ASMI in order

that it may continue to contribute to and enhance the State s econoimc
base. Let'me be a bit more specific.

As ore of the founders of Arctic Alaska Seafoods, Inc., developers of the
award W,|nn|n% 1997 SYmphonCY of Salmon, Governor's Export Award, 1997),
Ido ed. sal

03

n ( n

Pinks in a Pouch" value-ad mon products, | can assure you the .
product would not be experiencing the success It presently en]oKs were it
not for ASMI's marketing efforts.  This breakthrou%h process, thatprovides
]obs,b%/ allowing canneries to continue Eroductlon hroughout the winter,
was infroduced ‘into the Federal School Lunch Program, in part by the
efforts of Claudia Hogue and her ASMI colleagues. As you know,  full
employment at Alaska's canneries means economic stability m coastal
communities. Economic stability means work for fishermen; work for
fishermen means timely payment of loans; timely payment cf loans means more
efficient banking. ASMI'S make3 sense. A||0W|n% ASMI to founder, by not
continuing or increasing its funding, would not be good business.

Those of us who have spent time and money in an effort to bring Alaska's
fishery resources up to full utilization appreciate and rely upon ASMI's
marketing abilities. We encourage the House and Senate to ‘act responsibly
and continue to provide mechanisms that will ensure ASMI's continued
success. A guarantee of fundlnﬁ will allow ASM! staff to market Alaska's
hnn%insgafood products, rather than market itself to the Legislature for

Sincerely,
Greg Mcintosh
Gregory S. Mclintosh

PreSident
McIntosh Marine, Inc.
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PETE&I&BURfc CHAMBER OF COMMERCE
RESOLUTION 99*01

A Resolution of the Petersburg Chamber of Commerce urging the honorable
Tony Knowtes, Governor of Alaska State and the Alaska State Legislature to support
the seafood marketing efforts of our State.

Whereas, commercial fishing is a major industry within our region; and

Whereas, the City of Petersburg’s local business and residential community is
largely involved in the active production of seafood; and

Whereas, the economic well being of Petersburg is largely dependent upon
the stability of prices and the increase of healthy markets for seafood; and

Whereas, the State of Alaska has established vital marketing efforts to
increase consumption in traditional domestic markets

THEREFORE BE IT RESOLVED:
* The Petersburg Chamber of Commerce requests that Alaska State
continue its support of seafood marketing efforts by fully funding the Alaska Seafood
Marketing Institute (ASMI)

* Further, we request that the Governor urge and support the
passage of legislation extending the 1% Salmon Harvester Assessment, for salmon
marketing programs at the Alaska Seafood Marketing Institute

Passed andApproved by the Petersburg Chamber of Commerce Board of Directors.
thisy 27 dav of

John Baird Gerald A. Plank
President, Board of Directors Director

i/i

iff



Representative Bill Hudson
Alaska State Legislature
State Capitol

Juneau, Alaska 99801-1182

February 4,1997 via fax © 465-2273
Dear Representative Hudson.

I would like to thank you for introducing HB 73, “ An Act cxtrciding the termination of the salmon
marketing programs ofthe Alaska Seafood Marketing Institute and the marketing assessment, and
providing for an effective date " | strongly support the passage of this Bill. Please feel free to use
my letter as public testimony

In light of competition from the fanned salmon industry, Alaska's Salmon industry has, at least on
the short term, lost much ground. We can accept this and do nothing about it, or, we can get smart
and attempt to design marketing programs to help us compete in this rapidly evolving marketplace
This second option Uues a bn of money as well as a unified and organised effort, like ASMI, to
take the lead role.

The ASMI usual budget is over S10.000,000 Processors make the largest contribution
(approximately 3.7M) to this budget with their 03% assessment on the value of all fishery
resources purchased. Fishermen contribute slightly less, approximately 3 4M. with their 1%
assessment on salmon The Federal government matches 6 to 1the 5550,000 appropriated by the
State Legislature.

We need ASMI now more than we did 10 years ago when there were very few fanned fish on the
market and Alaska's salmon was'lung' This is not the case today We are now entering the "‘era
of ASMI™. We have invested m ASMI for over fifteen years, and ASMI, thiough it successes and
failures, has learned a lot about marketing salmon While global salmon supply has doubled so has
salmon consumption and much of this growth m consumption can be directly attributed to ASMI’s
marketing efforts It is important now that the State show unity with the industry and continue its
support ofthe ASM! program.

I need ncX emphasize the importance of this industry on the Alaskan economy. It would be a
disaster to allow legislators, who lack in ur -rstanding of the huge impacts of this industry, dictate
policy which would permanently alter the v. Id salmon industries" ability to compete Thank you
for your um*

Sandro Lane, President
Taku Smokeries

550 South Franklin Street
Juneau, AK 98601
(907) 463-4817
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February 6. *998

Representative BJ Hudson
Capitol Building, Room 08
Juneau. AK 998C1

Dear Representative Hudson.

lann writing to you cs a Juneau seafood processor who depends upon the
marketing supoori of the Alaska Seafood Marketing Institute. Isupport the
passage of House Bill No. 73. extending the 1%salmon mgrke'ing assessmen* that
provides the majority of the 'und’ng for domestic marketing programs of the
Alaska Seafood Marketing institute.

The Alaska seafood industry is ot o orossrooas. Expanding supplies and
eomoetitive marketing across the g.obe have caused depressed prices and

economic damage to many Alaska residents and communities who depend
upon the industry.

Itis net an exaggeration to say that the failure to pass this tax will mean the
dissolution of the Alaska Seafood Marketing Institute and. with it. the strong
marketing presence Alaso hasin the marketplace.

The Alaska seafood indusfVisthe numoer one private emp'oyer in Alaska,
generating revenues second only 1o the cil industry. More than 700 p'cceising
facilities of all sizes epera*e in Alaska, employing nearly 70.C00 full-time and
seasonal workers. Almost 50.000 people harvest fisn com mercialiy in Alaska

annually.

Tt*an< you for yourefforts to protect the voice of <®© ndusry In world markets by
maintaining cut marketing programs tor Alaska soafood.

Sincerely.



Petersburg Vessel Owners Association

P.O. Box 232
Petersburg, Alaska 99833
Phone (907) 772-9323 Voice and Fax

January 26, 1998

Representative Bill Hudson
Chair, Committee on Resources
Alaska State Capitol

Juneau, AK 99801-1182

Dear Representative Hudson:

We are writing in support of H.B. 73, an act extending the termination dates of the
salmon marketing programs of the Alaska Seafood Marketing Institute and the salmon

marketing assessment.

We are supporting reauthorization of the 1% marketing assessment because we
recognize ASMI’s work as essential to maintaining our share of the domestic salmon
market. Cver the years, ASMI has developed programs which are having measurable
results on the sale of our seafood products. [twould be shortsighted of us to believe
we could improve upon our current position without a strong marketing effort directed
at the seafood consumer. ASMI%s programs can only serve to bolster the seafood
industry’s position in what has become a highly competitive marketplace and we
support your efforts to continue these programs.

Thank you for introducing and working on this important piece of legislation.

Sincerely,

('J e tton JAN™ m

Tjz Cabrera .
Director

cc: Senator Robin Taylor
Representative Ben Grussendorf
ASMI
UFA



February 1. 1996

Representative Bill Hudson
State Capitol - Room 106
Juneau. AK 99601-1162

Re 1% Salmon Tax
Dear Rep Hudson.

My family and | are commercial fishermen in Bristol Bay We own three limited entry permits
tor salmon and run a family fishing business We are writing you in SUpport of legislation to
continue the 1% marketing tax on salmon

My wife and | have worked with marketing salmon in the Lower 46 and have witnessed the
increase of sales of salmon in grocery stores because of the efforts of ASM| We believe that
fishermen working with ASM 1 can make a difference in the amount of wild salmon sold in the
Lower 46 grocery chains ASMI once strongly supported a Fisherman in the Stores Program,
whereby. Alaskan fishermen could help promote their products directly to the public Mary
Gore. Sen Miller's aide was in charge of this program We believe it was very successful

and also developed a strong support among fishermen tor the 1% tax

Achange in leadership of ASM1 brought with it a change of philosophy concerning the
Fisherman in the Stores Program From a high of 116 fishermen going outside to promote
their products the program was cut to almost zero My family's effort to bring about a change
of direction went unheeded by the director 1understand the frustration of Senator Donley
and we certainly supported the efforts by some legislators to get a change in the leadership
of ASMI

We now have a very competent and personable new director in Barbara Belknapi "We are
confident that she will be able to work with the ASM | Board to bring about necessary changes
m marketing strategies But. she needs your and our support to do this, as well as the help of
the 1% tax to provide her with a program budget

With the erosion of the Japanese yen and the increase ot tarmed salmon ettecting our
markets, it is now more important than ever for fishermen to support the 1% tax to help
promote salmon in the US

We hope that you will be supportive in our efforts with ASM |

Thank you.

Bill and Diane Kuhlmann
PO Box 770691

Eagle River, Alaska 99577
Tel 907-694-2426

FAX 907-694-2465
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AMENDMENT

OFFERED IN THE SENATE
TO: CSHB 83(STA)

Page 2, line 14
Delete "Adoption”

Insert "Application"

Page 2, line 15, following "requirements,":

Insert "(a)"
Page 2, line 18:
Delete "section”
Insert “subsection”
Page 2, following line 19
Insert, @ new subsection to read:
"(b) A person operating a commercial motor vehicle for the purpose of
hauling a commercial boat may not be required to comply with 49 C.F.R. 39340,
regulating commercial motor vehicle brake systems, if the commercial motor vehicle
(1) is operated on a highway, vehicular way, or a public parking place
in the state that is not connected by a land highway or vehicular way to the land-
connected state highway system; and
(2) has a gross vehicle weight rating or gross combination weight
rating that does not exceed 26,000 pounds."
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AS 01.10.070(c).”

Page 4, line 7.
Delete "*Sec. 9. This"
Insert "*Sec. 10. Except as provided in sec. 9 of this Aci, th's"
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REPRESENTATIVE .
TERRY MARTIN Alaska "late "egtslaiuxe ARBHORAEE AK S0
VICE-CHAIRMAN JAN IS=MAY IS *16883/a3
BUDGET & AUDIT COMMITTEE STATE CAPITOL
VEVBER JUNEAU. AK 5
HOUSE HNANCE COMMITTEE

Sponsor Statement
CS HB 83 (STA)

An Actrelating to commercial vehicle inspections; efd.

House Bill 83 was originally introduced in response to a recommendation by
the Ombudsman that the requirement to have a commercial motor vehicle
inspected by the state be reduced from twice a }fear to once a year. This
recommendation was made because the State Troopers do not have adequate

manpower to do the inspections twice a year.

Testimony in the House Transportation Committee and the House State
Affairs Committee, Partlcularlﬁ_from representatives of the Alaska State
Troopers and the Alaska Trucking Association, supported the changes found

in CS HB 83 (STA).

These changes essentially repeal the state-run inSJ)ection program (which had
not been implemented due to lack of funding an m_anpower}l and offmallg
adopt the federal regulations under which commercial vehicles are currently
inspected. Under the federal program, inspections are conducted either by a
qualified in-house mechanic or by contr_a(_:tln(% with a garage or other repair
facility which employs a mechanic qualified to conduct the inspections. A
record of ms_Fectlons and repairs is required to be kept in the vehicle as well
as at the facility where the inspection was done.

Peace officers and other authorized officials will continue be authorized to
conduct random inspections and review a vehicle's records, issue citations
and red-tag an unsafe vehicle to keep it off the highway until it is repaired.

The State Affairs CS also incorporates the effects of EO 98, which transferred
the administration of the state's commercial motor vehicle inspection
Programs to DOT&PF. The CS changes the statutory reference from AS 28.32
0 AS 19.10, to conform with EO 9.



“Sectional Analysis
CS HB 83 (Trans)

An Actrelating to commercial vehicle inspections; efd.

Sec. 1eliminates the semi-annual inspection requirement, official vehicle
inspection stations, and a requirement "o display a current sticker of
inspection on the vehicle. Instead, an annual inspection is required, and a
vehicle owner or operator will have to show proof of the inspection upon
demand by an authorized official.

Sec. 2 replaces the never-impemented state-run inspection program with one
that meets federal guidelines, in which the inspections are conducted by in-
house mechanics or at a qualified garage. This section also allows for audits
of inspection records at any time by peace officers or other authorized

personnel.

Sec. 3adopts federal commercial vehicle inspection requlations that were in
effect on October 31, 1996 as the basic requirements of the state program. The
section also defines "interstate” as used In the fedeial regulations, to include

"Iintrastate” trucking operations.

Sec. 4 makes a violation of this statute (except for AS 19.10.365) a civil offense,
not a criminal offense, authorizing fines of up to $20,000.

Sec. 5 establishes a maximum fine for violation of AS 19.10.365 (compliance
with federal inspection regulations by inspectors) at $500.

Sec. 6 allows a person who is charged with a violation of the state law to use
as a defense the fact that the action is allowed under federal law.

Sec. 7 makes changes to the definition of "commercial motor vehicle" to
clarify that it is used for "commercial purposes."

Sec. 8 repeals the following: AS 19.10.060(c?, which requires adoption of
requlations adequate to avoid losing federal funds; 19.10.320, pertaining to
state inspection stations; 19.10.330, perta|n|n? to certification of commercial
vehicle inspectors; 19.10.350, relating to falsely representing to be an official
inspection station; 19.10.360, relating to counterfeit certificates of inspection;
and 19.10.370, directing the commissioner to adopt regulations.

Sec. 9 provides an effective date of July 1, 1997.
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FISCAL NOTE Bill Version: cshb 83(sta)

STATE OF ALASKA (H) Publish Date: 3/26/97

1997 LEGISLATIVE SESSION

Revision Date: 32197 o . Dept. Affected DOTE&PF
Title: ‘An Act relatmg to commercial vehicle Inspections; BRU: Engineering and Operations
and providing for an effective data. Component: Engineering and Operations

Spi.tt Wi . Representative Martin
0Quester State Affairs COMPONENT SERIAL NO s47

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 98 FY 99 FY00 FY 01 FY 02 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAt
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 00 00 0.0 0.0 00 00

CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Prot/am Receipts
ICCL~r"TIA

Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current /ear (FY97) cost: $ Q0

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

PREPARER TO PROVIDE ALL DISTRIBUT ON COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

COMMWE&E*"GQPY Pago 1 of 1



FISCAL NOTE No' 2

~ Bill .ersion: cSHB 83(sta)
STATE OF ALASKA BILL NO: .
(H) Publish Date: 3/26/97
1997 LEGISLATIVE SESSION
Region Date: 03/10/97 Dept. Affected:  Public Safety
Title:  Commercial Vehicle Inspections BRU: Alaska State Troopers
Component: Commercial Vehicle Enforcement

Sponsor: Rep. Martin
Requestor:  H.STA

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)
OPERATING FY 98 FY 99 FY00 FY 01 FY 02 FY 03

I PERSONAL SERVICES
I TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -0- -0-

COMPONENT SERIAL NO. 1235

CAPITAL -0- -0-

CHANGE IN REVENUES -0- -0- -0- -0- -0-
Reventge CO()je 0 0 0 0 0

FUNDING: (Thousands of Dollars)

I 1002 Federal ReceiDts
1003 GF Match
1004 GF
1005 GF/Proaram
1006 GF/MHTIA

Other

TOTAL -0- -0- -0- -0- -0- -0-
Estimate of current year (FY 97) impact: S

POSITIONS:

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

ANALYSIS: (Attach a separate page if necessary.)

This bill would not have any significant fiscal impact on AST.

Prepared By:  Capt. Ted M. Bachman Phone  269-5650

Division: Alaska Slate Troopers Date:  03/10/97

Approved by Commissioner:  Ronald L. Otle?) n \ hx Date: 3 f(of b1
Agency: Department of PubncSafety

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution informaticn call the Governor's Legislative Office
a* Pagelof 1
COMMITTEE COPY
C.Int:i>97dnl.viei;is97isinht>H3doc



STATE OF ALASKA

1997 LEGISLATIVE SESSION

Revision Date:  1/31/97
Title:  Commercial Vehicle Inspections

Sponsor Representative Martin
Requestor:  House Transportation

OPERATING FY 98
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS
MISCELLANEQOUS

TOTAL OFERATING . -0-

CAPITAL -0-

CHANGE INREVENUES) ) -0-
Revenue Code

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Proaram

1006 GF/MHTIA

Other

TOTAL -0-

Estimate of current year (FY 97) impact: S.

POSITIONS:

FULL-TIME 0
PART-TIME 0
TEMPORARY 0

FISCAL NOTE

BILL NC:

Dept. Affected:

BRU:
Component;

FY 99

Do o

ANALYSIS: (Attach a separate page if necessary.)

This bill will not have a fiscal impact on the Division of Alaska State Troopers.

Prepared By: Lt. Dan Lowden
Division: Alaska State Troopers

Approved by Commissioner:

Agency: Ronald L. Qtte, Department of Public

FY00

COMPONENT SERIAL NO.

(e e Nas)

Phone
Cate:

Date:

No.

W/ ersion:

Public Safety
Alaska State Troopers
Detachments

FY 01

Do o

CSHB 83(TRA)
(H) Publish Date:

0799

FY 02

269-5412
January 31. 1997

ILALI 2

2/12/97
FY 03
-0-
-0-
-0-
-0-
0
0
0

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

COMMITTEE COPY ,urted
¢:\sandy\I997\fn's\hb083fnl.(loc
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lative Office
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Alaska State Legislature

Official Dusiness Slate Capj
Juneau, WJHBZ
MEMORANDUM

TO: John Quartuccio
Dept, of Transportfion

y
FROM: Tom Wright, Staff,
Representative lvarP *van

DATE: April 17, 1997
RE: Boat Trailer Brake Requirements

The community of Dillingham is requesting an exemption from FMC Safety
Regulation 393.40 (Brakes) regarding commercial boat hauling trailers on state and
local highways. The commercial fishing community believes this regulation will

create a financial hardship for trailer owners.

According to local beat trailer owners, the cost of outfitting boat hauling trailers
with the required braking systems range from $5000 to $15,000. Beyond the
installation of braking systems, the cost of maintaining brakes that are being
submerged in salt water is excessive.

The community and local businesses safety record in transporting vessels on local
highways is excellent. According to information | have received, there have been
no accidents in the last decade. All vessel transports are conducted under strict
adherence to trip permit requirements, the use of pilot cars, commercial towing

attachments and sa?ety chains.

What we would propose is an exemption from this federal regulation for those
communities that are not connected to the state's main road system or are not
connected to a road system in general and not lose federal funds by adopting
legislation or regulations to exempt these trailers. Examples of these communities
not connected to another road system would be Dillingham, Cordova, Unalaska,

Bethel, Nome, etc.

Any assistance or guidance tyou may be able to provide is appreciated. Time is of the
essence, especially if legislation is necessary to repeal regulations or enact legislation,
since the session 1s within the final 30 days.



Thanks for your help. Please call me at 1-800-323-4942 if you need further
information or have further questions.



O ffice of Senator Frank Murkowski
Fax Transmission

Fax (202) 2245301 » \bice: (200) 24665

TO: Honorable lvan M. lvan
Alaska House of Representatives
ATTENTION PAT WALKER

FROM: BUJ Woolf _
Otfice of Senator Frank Murkowski

PAGES 6 including this cover

MESSAGE:

Here IS the material Ive ecelved m FHWA. Itlncludesamemo rom

Pau Brennan, t ech|e ? the stan ar?s secflono the Motor grrlers
e(au In wlijch he confirms that the teder gé)vernment woy

unl ely {0 ob{ect| the Sta% overnment asked for an exemption, and a

copy of the relevant part of the federal regulations.

Note that thﬁ rgle ant sect|on |s section 3 IH that section, | 5&126 000 pomd

cut- aGs %utw at that meant n nsa ros
combined rosds Vehicle Welght Ratin VWRj ess}]an 20, 8 un S,
the State woul be ree to grant an exemption even without f era

approval. Hope this helps.
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Memo to: Bill Wolf
CEficc of Senator Minkowski

RE: Boat trailere

We would consider the transportation of fishing boats by trailer within the State of Alaska
intrastate transportation, and therefore not subject to U.S. DOT jurisdiction and the Federal

Motor Carrier Srfcty Regulations.

To qualify fbr Motor Carrier Safety Assistance Program funding, howcvar, a Stato must agree to
adopt as its own regulations that are the same as or compatible with tbo FMCSR. For intraatate
transportation, compatibility ia defined as within the Tolerance Guidelines (49 CFR Part 350,

Appendix C, attached).

The Tolerance Guidelines would require the State to request a variance before granting an
exemption to avoid jeopardizing MCSAP funding. In tho past, however, States have granted
exemptions in their laws without realizing they were then incompatible with the FMCSK, and the
FHWA considered requests for variances retroactively. We would undertake an expedited

review of any such request.

Finally, it appeal J from die documents submitted with the Smu'tor's letter that the Public Safety
Commission in Alaska opposed such an exemption. Since that would probably bo the agency
requesting a variance from, ua, that would present a problem.

Director, cffioa of Motor Carrier
Pase&roM & Standards

amoNM N[
FAX TRANSMITTAL aoOfm P ~
iy TK AV Veses\Ve

KSn acw-'0' — cr.V «. «Ef\vic5(iA3M Hi6t(Ur)C«



Title 49--Tl'anspoliation
CHAPTER IlI--FEDERAL HIGHWAY ADMINISTRATION,
SUBCHAPTER B-FEDERAL MOTOR CARRIER SAFETY REGULATIONS
PART 350-COMMERCIAL MOTOR CARRIER SAFETY ASSISTANCE PROGRAM
Appendix C to Part 350--Tolerance Guidelines for Adopting Compatible
State Rules .md Regulations
(CFR; revised as of 10/01/92

APPENDIX C TO PART 350-TOLERANCE GUIDELINES FOR ADOPTING
COMPATIBLE STATE RULES AND REGULATIONS

1. Introduction, purpose AMd rules of construction

The goal of Ihe Federal Highway Administration (FHWA) is to
encourage all States to ultimately adopt motor carrier safety and
hazardous materials transportation rules and regulations identical In
all respects to those requirements set forth in Federal laws and
regulations, applicable to both interstate and Intrastate commerce.
Recognizing that there are circumstances unique to each State which
may require special attention in that particular State, FHWA has
concluded that certain circumstances may warrant limited deviations
from the Federal standards where the Federal regulations do not apply.

The purpose of this appendix is to set forth the limits within
which a State s deviations to variances in adopting motor carrier
safety and ha/.ardous materials rules may extend and still be
considered compatible for funding purposes under 49 CFR 350. These
limits or tolerances arc applicable for this purpose to those State
rules and regulations applicable where the U.S. Department of
Transportation does not have jurisdiction.

2. Tolerance, guidelines for state rules and regulations where the u.S.
Department of transportation also holds jurisdiction

(@) States shall not be required to adopt 49 CFR parts 394, 398,
399, 107, 171.15, 171.16 and 177.807 as applicable to cither
interstate or intrastate commerce. A State is not required to adopt
49 CFR part 178 only if the State can still enforce the standards

contained therein.

(b) State rules must be applicable to the same extent as the
Federal Motor Carrier Safety and Hazardous Materials Regulations
except where deviation may be allowed by part 355 of this subchaptcr



and this appendix.

3. Tolerance Guidelines for State Rules and Regulations Where the
U.S. Department of Transportation Regulations Do Not Apply

(@) State ruins must be applicable to the same extent as the
Federal Motoi Carrier Safety and Hazardous Materials Regulations
except where deviation may be allowed by parts 350 and 355 of this
subchapter and this appendix.

(b) States may exempt from all or part of their regulations
commercial motor vehicles with a GVWR of 26,000 pounds or less.
However, vehicles with a GVWR of 26,000 pounds or less may not be
exempted from either the motor carrier safety regulations or
hazardous materials regulations if the vehicle is used to transport
hazardous materials requiring a placard or if the vehicle is designed
to transport more than 15 passengers, including the driver.

(c) States may not exempt from regulation motor carriers based on
the type of carriage being performed (i.e., for-hire, private, etc.).

(d) Exemptions granted to certain industries by a State prior to
April 1988 and accepted by FHWA may remain valid. Although industry
exemptions are strongly discouraged, a State may request and FHWA may
approve such an exemption after the State has submitted to the FHWA
documentation which will allow evaluation of the following or similar

information:

(1) Type and scope of the Industry exemption requested:
(2) Type and scope ofregulatory exemption requested:

(3) Accident information related to that specific industry--ratio,
frequency, comparative figures, etc.;

(4) Percentage of Industry afiected--number of vehicles, mileage
traveled, number of companies involved, etc.;

(5) Inspection information--number of violations per inspection,
out-of-service information, etc.;

(6) Other regulations enforced by other State agencies not
participating In the MCSAP;

(7) Commodity transported-i.c., hazardous materials, livestock,
grain, etc.:

(8) Similar exemptions granted;



(9) Reason exemption is needed:
(10) Projected effect on safety;

(11) The State's economic environment and its ability to compete in
foreign and domestic markets.

(e) Regulatory exemptions based on the distance a motor carrier or
driver operates from their home terminal are not deemed to be
compatible. This prohibition does not apply to those exemptions
already contained in the Federal Motor Carrier Safety Regulations nor
to the extension of the mileage radius exemption contained in 49 CFR
395.8(1) from LOOto 150 miles.

() States are strongly encouraged to apply the identical
regulatory and enforcement schemes to both interstate and intrastate
carriers as set forth in the Federal Motor Carrier Safety Regulations
when regulating drivers’hours of service. However, certain limited
tolerances where the U.S. Department of Transportation's hours of
service regulations do not apply are allowed. Specifically, an
expansion of the 10-hour driving rule to a 12-hour driving limit,
provided that the total period of time spent driving and on duty not
driving is not extended to more than 16 hours and an increase in the
70 hour rule to 70 hours in 7 consecutive days or 80 hours in 8
consecutive days will be considered compatible.

() Drivers operating not subject to the jurisdiction of the U.S.
Department of Transportation may drive if they are at least 18 years
old.

(h) States may provide grandfather clauses in their rules and
regulations if such exemptions are uniform or in substantial harmony
with the Federal standards and provide an orderly transition to full
regulatory adoption at a later date.

() The States may qualify any driver engaged wholly in intrastate
commerce who Is adversely affected by current State medical standards,
upgraded to be consistent with part 391, even if the States adopted
those medical standards in the past. Drivers Identified through March
31, 1993, as not meeting the upgraded State standards may also be
qualified. Such a driver may remain qualified after March 31. 1993,
as long as an examining physician determines during the biennial
medical examination that existing medical or physical conditions that
would otherwise render the driver not qualified under Federal
standards have not significantly worsened or another non-qualifying
medical or physical condition has not developed.

It should be noted that the FHWA still considers the physical
qualification standards in part 391 to be the minimum standards that



contribute significantly to commercial motor vehicle operational

safety. The FHWA continues to encourage States to adopt these minimum
standards as their own and to use this grandfathering option

judiciously to respond to legitimate hardships. This policy should in

no way be interpreted as discrediting the medical standards adopted

in part 391.

This guideline will not preclude a State’s adoption of or
continuation of a waiver program which can be demonstrated to be
based on sound medical Judgment combined with appropriate performance

standards causing no adverse effect on safety.



PROPOSED STATE SAFETY REGULATIONS EXEMPTION

“DILLINGHAM COMMERCIAL BOAT TRAILERS?”

The community of Dillingham is requesting exemption from FMC
Safety Regulation 393.40 (Brakes) regarding commercial boat hauling
trailers on State and Local highways. The community feels that
adherence to this regulation creates a hardship for commercial Fishers
in Dilligham for the following reasons:

1)

2)

3)

Bids to outfit personal commercial boat hauling trailers with
required braking systems range from 55,000.00 to $15,000.00. This
is a cost that is unfair to force on local Fishers who are already
experiencing low salmon prices and low production. Beyond
installation of braking systems, the cost of maintaining brakes that
are being submerged in salt water is excessive.

The community and local businesses safety record in transporting
vessels on local highways is excellent (0 accidents for the last
decade). This safety record is a direct consequence of local
transport companies, community fishers with personal trailers and
local agencies working together to operate under reasonable
regulations. All vessel transports are conducted under strict
adherence to trip permit requirements, the use of pilot cars,
commercial towing attachments and safety chains. Brakes on
trailers will not improve this safety record.

Precedence for granting exemptions to brake requirements has
already been established for farm equipment and plywood haulers.
Commercial Fishing vessels, involved in the harvesting of a natural
resource, need to be transported twice a year (to and from the
water). Granting an exemption for transporting a vessel two times
in a year is not unreasonable.

Joe Hougen
Peter Pan $es>roods
(206) 727-7266



ICfp TONY KNOWLES, GOVERNOR
ey
DEPARTMENT OF PUBLIC SAFETY R AIZD, o 11200

OFFICE OF THE COMMISSIONER FAX 907) 465A362

February 25, 1997

The Honorable Ivan Ivan
Alaska State Legislature
State Capitol 9%80_3100
Juneau, AK 99801-1182

Dear Representative Ivan:

| recently met with ?/ou and members of your staff to discuss the “boat trailer” situation as
well as commercial vehicle enforcement in general in the Dillingham area. The City
Manager and Chief of Police of Dillingham participated by telephone in the meeting.

During the meeting you expressed interest in determining whether safety regulations
regarding commercial trailers, specifically the issue of brakes, could be waived. The
answer to the question would appear to be no, if the trailer is beln% used on public
roadways which is the situation, as | understand it, in Dillingham. The Federal Motor
Carrier Safety Regulations (FMSC_R%, have been adopted %the state and aPpIy on all
public roadways. ~The Federal Highway Administration (FHA) has interpreted various
pertinent laws regarding public roadways. The Code of Federal Regulations, Title 23
(23CRF), Part 4/0, Section 103 (B)(g) reads "public roadways means any road under the
jurisdiction of a public agency and opened to public travel.” _In _addItIOn, the federal
government issued an interpretation, (interpretation # 95.50) that indicates “A public road
is any road under the jurisdiction ofa public agency' and open to public travel or any road
on private property that is open to public travel. 7 |t_ appears that whether the state
attempted to waive current law or passed a law exem_i)t_mg the trailers, we would be in
vyglaﬂon of federal regulations, thereby jeopardizing millions of dollars in federal highway
aid money.

According to personnel assigned to the AST Commercial Vehicle Enforcement unit, they
have approached the federal agencies before, at the request of legislators, seeking this type
of special exemption for various areas of the state and the requests have been denied.



The Honorable Ivan lvan
February 25, 1997
Page 2

Finally, the Department of Public Safety does not feel it would be beneficial to Alaskans,
regardless of the federal funds issue, to waive safety regulations intended to prevent
injuries and death on our public roadways. It is doubtful we even have the legal authority
to do so. We understand the fiscal impact these laws may have on your constituents;
however, we are not allowed to grant special exemptions for certain commercial vehicles
anywhere in the state. 1 believe this letter covers the issues discussed in your office.

Please feel free to contact me if you have any questions.

Sincerely,

Del Smith
Deputy Commissioner

cc:  Commissioner Ronald L. Otte

Colonel Glenn Godfrey, Director
Alaska State Troopers

Sergeant Brad Brown, “G" Detachment
Alaska State Troopers

Sandy Perry-Provost
Special Assistant
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HU. Uox 9*19
Dillingham, Alaska 99S76
Inn 20, 1007

Representative lvan ivon
State flopitol Dulldiri
muneau, Alaska 9QS01-11G2

Denr Representative Ivon,

Corinrntuiations uti your re-election, o
As you kfiuvf our boat hauliny service tor the cumrncre_t_rt|| flshergmn

has been %reatly hampered It the situation stands | wtii los* 50
nf my coal muving business that took me 1iyeers Iu dovoinp

The restrictions are unworkable. _ _
=M |t iS very rnstiu to out brakes on my boat moving trailer

«) SViL-es won’t work very long arid will becomea road hazard in
% It wa

itself oocausu of sa ter

<3 business is tuu ornaii to, sypport mure thnn one pilot car and
dr)lvévrlyon a fuﬁ time hosis and it |€Q/ery hard t0o _trackpdow_n_n second

car and driver (umck, safe service vs a key to bemg competitive, .
é?te'r\w/lotwg O?n/h?t 20 mpn is more of a fnzard. (Cars pass illftijnity more

fCiSince the gilo _car has constant cumrpuntnnflon with ttre tow vehicle,
hts, tail lights and turn sfgnois ore on extension ot the hoat

the ornke_li ight:
bnr.t trailer lights r.re not™naedod for commercial heat

move. !TeefJ
I nnv? moved Poats tor 11 years on the highway without having as much

MOVers

aslacudsc CnIbU I haul d Ik hat |

i also drove ahu irnp gravy! hauler many yeary and | know that |can
% r with Iagb?)qclirtn'[()Jngmyytr0||er than chXn w¥tn a oelly dump troner

m
5cegeg th gr.avel. . . .
\'our help in recitrying this matter oe;ore ttie tent moving seacun

Vour Consti tucnt






SENATE COMMITTEE REPORT

DATE: 4/21/97 FURTHER;

DATE TURNED

IN TO OFFICE
Laborand Commerce Committee considered HOUSE BILL NO. 135

“An Act relating to dental licensing; extending the termination date ofthe Board of Dental Examiners;
and providing for an effective date.”

and recommends: Senate Bill:

, H'Same title
["be replaced withb@ " CS Afea 134 [ 1new title

House Bill:
[ ] adoptprevious CS L J [ ]samettitle
[ ]technical change

[ ] attached amendment(s) [ ] new: SCR*
[ ] adopt Letter of Intent by _ .Committee
[ 1 furtherreferral tothe Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):"

(y& jugsiuC)

[ ] APPROPRIATION - no fiscal note 'include fiscal notes accompanying Governor's hill



Alaska Independent Insurance Agents & Brokers, Inc.

P.0. Box 241846 Phone: (907) 349-2500
Anchorage, AK 99524-1846 Fax. ~ (907)349-1300
FA X
DATE: April 21,1997 () Page(s)
TO: SENATOR LOREN LEMAN FROM: DAVE GWALTNEY
AlIAB, INC.

FAX: 907/349-1300

RE: HB116 CLARIFICATION
DEAR SENATOR:

It has come to my attention that proponents of HB116 have been mis-stating our
Association’s stand on this legislation.

AlIAB is not in favor of the legislation as it currently stands, nor have we ever
supported the legislation. As currently proposed, the legislation endangers
Alaskan Workers and establishes yet another assured “State-funded” bail-out

Please find attached two documents, a letter to representatives of the Homebuilder's
Association from last December and our Association's position paper. Despite the
assertion there have been ‘meetings" between our organizations whereby we have

shifted our position, this is the last correspondence we have had.

Our association is well aware of the political ramifications of this legislation and the
exceptional grass-roots efforts made by the Homebuilder’s Association.

These issues, however, have no relation to the fact that this is a bad bill. We've all
heard tales of “special interest" groups that railroad our legislature - this will be yet
another example if passed under its current form.



We respectfully ask you to take a moment's pause to consider the following:

» The current funding represents approximately 10% of what the Division of Insurance
establishes as minimum self-insurance guidelines;

» The Division of Insurance opposes HB116 and consistently testifies against it;

» The Division of Workers' Compensation opposes HB116 and consistently testifies
against it;

J Tg our understanding, there is not one-single insurance-knowledgeable entity that
supports this legislation.

When every ‘ingle related professional organization opposes this bill, profit and not-for-
profit, private and public sector, is it really in the best interest of the Alaskan consumer

to support this sp JaJ interest?

Our association has heretofore stopped short of being quite so “blunt." We now feel,
however, that time is short and it is important to focus on the facts, not politics.

Please feel free to contact me personally (or Linda Hall, Past-president) if you have
other questions and concerns. Please ask for “proof of financial assertions and
allegations. Please ask for names and dates for alleged “meetings.” And ploas”
consider the financial re\oercussions to an injured Alaskan Worker versus a special

interest group whose only purpose is to increase profits.

Respectfully submitted,

Dave Gwaltney



(AlIAB LETEERHEAD)

December 1S, 1997

E&tbrn ard, V| resrdet
sdom presr ent
A|ITa o, |rector
|son 1re Hrer
i e
Anchorage 0\aska 00503

re. Alaska Independent Insurance Agents & Brokers, Inc. (AUAB)
Board of Directors meeting

Dear Business Associates:

Onbenalf of the membership an of Directors of AUAB. please acoept our thanks for your
attengance at our DecemberpBoardBOmgre(tir ng Er)rAnc orage on Deg ager ol é) d

V\/evvereve |eased towelco to ourmee rdrscussrons uent to your departure were
optimis cIO Wegelreve sl gou dot Eﬁ é?lawor b%e%mess atve i

en TORYTE LISO ncommunrca%ronan iscussion. T between your Wor ers ion
rectors s a valu e, positive rd protecting A as Ome-

moers and our Board 0
bufiglng rkers and the business cllrmate of Alaskan contractors ané tre Instrance mﬁus
C()juJBoar Was \ie Eeased tq hear th% Some tvrel}/ehre)f -fourteen Division of Insur ceconcer sh heen
a0dresse

I revised plan provisions. Since most of the Division S CONCerns mrrror QUIrS, V\E
ur rogram OSSI le at some |n the V\{ B must, however, StO YT of
rsement and a remarn oppose e propose ation grven [eg OUt |ng

concerns

e Financial provisions for inftiation;
» Consurmer Safequards as relate to understanding Joint and Several liability; and

= Program check-anc-balance control as relate toaudits and classification.

I rqe%ne Iegsfggts o help identify our concers toward our common goals, please allow me toexpand slightly on

QOur largest concern deals vvrth the establisnment of financial viability andl asset assignment for the
purposés of initial program liquicity.

are ethe State of Alaska already rovrdes statu ro on for rec nrocals, 1 urrrn Initial

166 |zat %EOOQOOO ltiso ru der fandin b thrs faliz trons neosan

un easo ave erefore pro 0%ed a |t zatro o A)ot |m|t pemed
appropriate by the State Division of nsurance an t elr actuarral researcht



Fteratrons IS that the

Purfeelrn% |nsura fessronals eaIrn daily wi cIarms actuarr ?
MIt previ us Psrar %; ourI ature sreggon &ven tentb%ﬁ

ects 0
worke her mrt 6 abIrshe several Vears ago atréha(h costs
b nat rodadthe%5 %&Q ure &g It astoda %X ?mmgrnta Inna t PI Ina é’;B? sLa
nancr eline ctua yrepresen a decre ern required Capital as'com are Wit
ongrna raguIrement.

Qur oncerns are amplrfred hy the assrcnment of assets of $1,000,000 in lieu of Irgu j cagrtal As you

not our Meeting, as fiment of assets 1S ot uncom e
contr }lD% %)?tre ntrre eor most firactors ma Xst%eg EJ |J%t bon INg anﬂencf INg
consi bon mg agentSwe recogmze |S assemon In ordertoprotectinjured

workers, wefeelthe guaranteed assignmentofany assetmustbe both liguid andfree ofany other
encumbrance in order to assure timely and complete benefitpayment.

Qur second conpern deals wath the education of partic rn menbe t ofthe eneral

contractors aretC rIrarvah tpte term ol tand%gc aﬁ t %e eof

gﬂetsrnourassocratron atamaron Z}/our Mempers on tll catro this
rden. e have not taken our stand on this 1ssue wit OFt revrevvrn our concerns vvrt artres

Including me U organization. | have personally discusse the I5sUe With s veraI orters”of
yOur program that ad)horde gaPthrs provrsronrJJ trtX fmean totherrpersoneﬁ wealth. pp

Obvrousl the contract a oblr ations ofthr,s ovi qrr]twou|d need qe gdrsclosed nd understood by

l
ik ”

pan articutarty In [oQrams n|t|a tIS OUY N agaln t at this ma
i nirtrtahaa o ntt%n%%tt o el e ol et 1 o

Pur last concern, dealing with audit and accountability, is more easily dealt with and ranks far behind the
inancial concerrs.

of ur assocatjon merrhersga Ve aItvvr hboth ne al and stlocontractors for ars One of
he ements |nt e su cess an or fa reo the bur erfinsLrance procucer re atr rn gr
|on and ratrng {1 co nio, ear ‘ho or -Stories” anout pr ucers |c |ed

nera nfracfors s, for e) am inet | sta srncet al mal trade 0 ay frnd
tentra tI gau ttO 10W en FISG rornesﬁrj IeC |f|e§ a{) e-or-multi-famify
Irall |n Ust

tructro at these adl an ass es ma e rfy
gro fessionals, or esr%\/ o the Division, whom are fam| |arvv|hth CONCAMmS and \ therefore aid in
voiding actuarially adverse selection and maintain financial vrabrlrty

tthese three concerns are acldressed and the resolution 'f accentable to our rgem ti gat Iarge we will be
{0 trans I our opposition to your proposed legistation'to support, an 16 OUr TBSOUIrces 10

gur mutual benefit

Inclosing, J would like to re-em hasrzleapornt madk in our December6hmeet|n Yo organrzatron has
gg&crous |n |ca erlrngne toa]owon] ass ratr rstomarketah/ f

ESersons, We Wo ort-sionted 1fwe arl {0 capitalize on another o ortunr for
revenue. The implication tnat this offering May change I we ol not suipport your program was hot lost on
e erTh t that thi h did not It t lost



o WAY U Al tv. Mkt MM U * «] «oe-

fyour egvored meldlcal V|der unse da al certaln treatment or drug, or if your favorite mechanic
aé)agcu Ve |CeW0 n0t Or OU, even |ftheywou| profitfrom such a gale,
0 |vet elr co nse |I| 3|m ]Xlaskfort £ SAME, Pro essiond

conjaera lono t ese e mhopeso atimely, mutuaIIy nef| resolution.

Most sincerely,

Daw at|v lm?érson
Afgsﬁa In epen nt Insurance Agents & Brokers, I

cc:  Mariagne Burke, Directar, D|V|3|?n of Lnsurance
Paul Grozzi, Director, Division of Workers’ Compensation
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ALASKA INDEPENDENT INSURANCE AGENTS AND BROKERS, INC. (AllAB)
POSITION PAPER

HOUSE BILL No. 116
SENATE BILL NO. 95

OPPOSED

The Alaska Independent Insurance Agents and Brokers, Inc., express opposition to this bill for
the following reasons:

» Current Insurance law provides for the creation of self-insurance programs. This bill
requests a lower-threshold of financial responsibility for these groups. The
threshold, after application of Inflation and possible devaluation of fixed versus liquid
assets, maJ represent as little as 10% of the “reasonable and prudent” limit
established by the Division of Insurance approximately fifteen years ago.

* The Issue of joint and several liability Is complex for mo3t insurance consumers and
may cause an Increase in Individual bankruptcies given the madegiluate funding of the
program. Given the larger, more viable participants ore more familiar with this
concept and will likely avoid participation, adverse selection against the program
would likely occur; and o - _

+ Safeguards for reasonable and prudent application of rates, classifications, and audit
procedures have not been addressed.

Other considerations:

* Proponents of this bill have consistently asserted that a single, for-profit insurance
company is their only OEPOS'.“QH.- Intruth, in additional to our organization and numerous
insurance companies, the Division of Insurance and the Division of Workers’
Compensation have both testified In owosmon ofthe Bill. , .

« Alaska currently enjoys a very favorable Workers' Compensation insurance climate with
decreasing premiums, numerous available markets, and improving claims statistics.

The AlIAB offers these observations a evidence that, although self-insurance groups may be
very beneficial to certain organizations, the true concern of Workers' Compensation issues is
not'the commerce related to trade organizations hut protection of an mHured worker, Adoption
of this Bill in its current form would protect the interest and economy of the sponsoring
organization while severely jeopardizing indemnification of an injured worker.

For additional information and explanation please contact;

Alice Federenko, Executive Director, AllAB (907)] 349-2500
Mike Venneberg, President, AlIAB %907) 147-8625
Dave Gwaltney, Legislative Chair, (300) 478-6006



Alaska State Legislature

Senate
Stale Capitol
Official Business Juneau, AK. 99801-1182
Senate Labor & Commerce Comm ittee
Memo
TO: Senator Mackie, Vice Chairman
Senator Mlﬂer (x 2 copies
Senator Ke
Senator Hoffman Xx'Ly
FROM: Annette Kreitzer, Aide tc ,
Senate Lahor & Commerce Committee
DATE; March 17, 1998
RE: Requested information on HB 116: Workers” Compensation Self-Insurance

Committee members requested that HB 116 be evaluated by an independent, national
organization. The D,ei)a tment of Labor, division of worker’s compensation, submitted the
legislation to two entit e_ﬁ: _
National Council on Compensation Insurance, Inc.
Oswego Towne S(wlare ,
Nine Monroe Parkway, Suite 140
Lake Oswego, OR 97035

and

DePartment of Consumer & Industry Services
Bureau of Workers” Disability Compensation
O Box 30016

Lansing, MI 48909

You have alreﬁdy received a coR of the Na}ional Council on. Coméoensation Insurance
review. Attached Is a copy of the Bureau of Workers’ Disability Compensation.

cc: Representative Pete Kolt
Mg. J?]d}/ _Er\llckion (v?a fax: 586-1987)
Mr. Charlie Miller o _
Senator Robin Taylor, Senate Judiciary Committee



State of Michigan Bureau of Workers' Disability Compensation
7150 Harris Drive

John Engler, Governor
P.O. Box 30016
Lansing, Michigan 48909
Department of Consumer & Industry Sorvicas (517) 322-1106

Kathleen M. Wilbur, Director

March 11, 1998

Mr. Richard Austerman o
Alaska Workers' Compensation Division
P.0. Box 25512

Juneau, Alaska 99802-5572

Dear M. Austerman:
RE: Review of Group Self-Insurance Bill

| have reviewed the proposed language for group self-insurance in your state with several
members of my staff involved with the regulation of group self-insurance progirams. Based
on the way the bill is presently written, | would answer no to all three of the questions
|oosed: Is there adequate protection for injured employees? Is there adequate capitol to
und the group? Isthere adequate protection inthe eventthat a group becomes insolvent?

In Michigan, we require ?roup self-insurance funds to collect enough money from their
members to completely fund the loss fund on any aggregate excess contract that is
purchased and pay all‘administrative expenses of running the program. If you allow a
group from da?/ one to start with an actuary predicting the losses, and if the actuary is
wrong, you will end uF in an assessment mode in the first year,of operation of a group
fund. Florida allowed that type of operation and had to go to the insurance industry for a
$5 million bail out to pay for claims of several insolvent ?roup funds. Both specific and
aggregate excess insurance is a definite requirement of all group fund programs. We
would never allow a group fund to substitute designated deposnorP/ securities in lieu of
excess insurance. We've had situations where the reserves on one claim in the group fund
exceeded $8 million Securities are not a good substitute for specific excess Insurance.
The provision that binds you to not allowing a group fund to terminate a certificate of
aB’orov_aI unless that qrou_p is able to insure or reinsure all incurred workers' comp
obligations, sets up a situation where an insolvent group will continue to incur liability and
will not have the money to go out and reinsure their obligations. It will not allow you t0 limit
tne liability because the _tI;rou]p will have to continue to operate and you will not be allowed
to terminate their authority. This is @ no win situation. Ifa group is declared insolvent, the
best thing that can happen is to immediately allow each of their members tc obtain fully
insured coverage. This mitigates the onPomﬂ liability ofthe group and you still have the
Frowsmn of assessments where you go arter the individual employer members for the prior
|

ability of the group through the assessment process.



Allowing a group fund to terminate or cancel an employer's membership and then giving
them 10 days beyond that date in which to advise you, automatically sets up a situation
where an employer will be uninsured for a minimum of 10 daﬁs. We require at least 20
days prior notice before a member can be terminated from the group. This allows the
member to either seek coverage in the voluntary market or get coverage through the
assigned risk program and does not set up a situation of a member being uninsured.

The language in this hill that allows a member to take their deposit with them when they
leave the group if the group at that time does not have a deficiency or insolvency, is also
poor language. If you have a group that is on the verge of insolvency, you are going to
have the majority ofthe members leave and grab their deposit from the guarantee fund
before they leave. When the group is finally declared insolvent there will be little to no
money left in the guarantee fund to help satisfy the outstanding obligation.

These are the major problems I see with this language that lead to our answer of no the
three questions you asked. Ifyou can get an audience with the individuals dealing with this
legislation, we would be happy to share with you some additional suggestions we have on
less major items that would make this much better legislation.

Sincerely,

7/ f/ (/
Bruno RrCzyrka
Deputy Director



FISCAL NOTE
STATE OF ALASKA BILL NO. SCS CSHB 116(L&C)
1998 LEGISLATIVE SESSION

Revision Date (Note if correction): Department Affected: Lahor

Title: Workers' Compensation Self BRU: Workers' Compensatio
Insurance) Group Component: Workers' Compensation

Sponsor: Representative Kott

Requestor: Senate JUD COMPONENT SERIAL NO. JLAA

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 99 FY 00 FY 01 FY 02 FY 03 FY 04

PERSONAL SERVICES 37.5 37.5 37.5 37.5 37.5 37.5
TRAVEL
CONTRACTUAL 7.0 11 11
SUPPLIES
EQUIPMENT 5.0
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING

11 11 11

49.5 38.6 38.6 38.6 38.6 38.6

CAPITAL

CHANGE IN REVENUE
FUND SOURCE #

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match
1004 GF 495 38.6 38.6 38.6 38.6 38.6

1005 GF/Program Receipt
1006 GF/MHTIA
Other (Specify Type)

TOTAL 49.5 38.6 38.6 38.6 38.6 38.6
POSITIONS:
FULL-TIME 1 1 1 1 1 1
PART-TIME
TEMPORARY
Estimate of current year (FY98) impact: $ 00

ANALYSIS:  (Attach a separate page if necessary)
This bill proposes amending AS 21 by adding chapter 47, "Workers' Compensation Self Insurance Groups".

See attached for the impact to Workers' Compensation.

Prepared by:  Paul Gross), Director Phono : 465-2790
Division: Workers' Compensation . Date : 3/11/98
Approved by Commissioner: __Tom Cashen, Commissioner

Agency: Department of Labor Date: 3/11/98

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR*®S LEGISLATIVE OFFICE
For further distribution information call the Governor’s Legislative Office
Dme 1 a1

Rev 9797



SCS CSHB 116(L&C) Analysis:

The provisions of this bill applies to workers' compensation self insured groups. Under
this bill the Division of Insurance would issue a certificate of a,oproval to those Bersons
who qualify for self-insurance coverage. Security from the self insurers would be
deposited with the Division of Insurance and assigned to the Workers' Compensation
Division to hold in trust, collect and transmit accruing interest to the depositor, and kee
the Division of Insurance apprised of individual or group status changes within the sel

insured group.

A new position would be required to track all securities assigned; establish individual
trust, monitor interest accrued and disbursed to the depositor, prepare form letters of -
status change and keep the Division of Insurance apprised of any status changes within

the self insured groups.

One staff month of programming time will be required to develop computerized
programs to interface with the Division of Insurance and to track self insurer and

Individual changes within each self insurance group.

The figures representing office furniture and equipment assume that some items may
be available through Surplus Property at reduced costs.

Line 100 Personal Services
1 Administrative Clerk Il

Salary & Benefits S375
Line 300 Contractual Services
DP Programming (FY99 one time ) 5.9
Postage 0.5
DP Operations 0.4
Printing form letters 0"
7.0

Line 500 Equipment

One time set up costs)

omputer _ 3.9
Office Furniture/Equipment %%
Total 349.5

Page 2 of 3



01/30/98 Position Information Inquiry/Update Prior 10: 43%i
Yr Actual Bérét etg
Rosatio: 087 0758201 00 Riglect 0 gl ARTLRE
S 8BS0 0000 BERGTS: ARLLRE
Actuals not avarlable (Status: UNKNOWN ) FLSA: Retirement Code:
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00/00/00 M erit Date use merit defaults? N Q 0 @
0 CIass/Sc ed Prefrx 2 Sche uIe 2 %actual
arnrn% Unit: GG Range: 10 (actual:
oc tion Code AWA PI_afe: JUNEA
Job Class Code: P1135 Title: ADMINISTRATIVE CLERK |11

Seasonal Indie.. F Type:

Optron?I Qverrige Salary Rates:

Monthly Rate: 0.00 for Q. montHs &rate of 0.00 for 0.0 oyts
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FISCAL NOTE

STATE OF ALASKA BILL NO. qcs CSHB 116
1998 LEGISLATIVE SESSION
Revision Date (3/5/98 . Dept Affected Commerce & Economic Development
Title An Act relating to workers' compensation BRU Insurance
self-insurance . Component Insurance
Sponsor Representative Kott
Requester Senate Labor and Commerce Component Serial No. 354
Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FY00 FY o1 FY 02 FY 03 FY 04
Personal Services 72.0 720 73.0 73.0 74.0 74.0
Travel 15 15 16 16 17 17
Contractual 2.0 2.0 21 2.1 2.2 2.2
Supplies 15 15 1.6 16 17 17
Equipment 50
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 82.0 77.0 783 78.3 79.6 79.6
CAPITAL EXPENDITURES ! j I
CHANGE IN REVENUES ( ) 0.0 (47.0) (47.0) (47.0) (47.0) 470)|
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF 66.2 56.7 58.0 58.0 59.3 59.3
1005 GF/Program Receipts 15.8 20.3 20.3 20.3 20.3 20.3
1037 GF/Mental Health
Other (Specify Type)

TOTAL 82.0 77.0 78.3 783 79.6 79.6
Estimate of any current year (FY98) cost: 0.0
POSITIONS
Full-time 1 1 1 1 1 1
Part-time
Temporary

ANALYSIS:  (Attach a separata page if necessary)
The division estimates that 20 groups will be formed anu pay application fees of $2.500 in FY 99 . No

annual continuation fees would be paid. Expenditures are based on the addition of one full time Financial
Examiner I, with normal associated costs for equipment, supplies etc.
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SENATE CS FOR CS FOR HOUSE BILL NO. 116(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE -SECOND SESSION
BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sﬁpnsor(s% REPRESENTATIVES KOTT, Hudson, Foster, Berkowitz, Hodgins, Kelly, Dyson, Davis,
Phillips, Kohring, Ogan, Green, Elton

SENATORS Donley, Ellis
A BILL

FOR AN ACT ENTITLED

"An Act relating to workers’ compensation self-insurance."

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

* Section 1L AS 21 is amended by adding a new chapter to read:
Chapter 47. Workers’ Compensation Self-insurance Groups.

Sec. 21.47.010. Scope. The provisions of this chapter apply to workers’ !
compensation self-insurance groups. This chapter does not apply to public employees
or governmental entities. A workers’ compensation self-insurance group that is issued
a certificate of approval by the director may not be considered to be an insurer or an
insurance company and is not subject to the provisions of the insurance laws of this
title except as otherwise provided in this chapter.

Sec. 21.47.020. Authority to act as a workers’ compensation self-insurance
group. A person may not act as a workers’ compensation self-insurance group unless
the person has been issued a certificate of approval by the director.

Sec. 21.47.030. Required qualifications, (@ A proposed workers’
compensation self-insurance group shall file with the director an application for a
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certificate of approval accompanied by a nonrefundable filing fee established by the
director under AS 21.06.250. The application must include the group’s name, location
of its principal office, date of organization, name and address of each member, and
other information that the director may reasonably require, together with the following:

(1) proof of compliance with the provisions of () of this section;

(2) a copy of the group's articles of association, if any;

(3) a copy of agreements with the administrator and with any service
company;

(@) acopy of the bylaws of the proposed group;

(5) a copy of the agreement between the group and each member
securing the payment of workers” compensation benefits; the agreement must include
a provision for payment of assessments as provided under AS 21.47.170;

(6) designation of the initial board of trustees and administrator;

(7) the address in this state where the books and records of the group
shall be maintained at all times;

(8) apro forma financial statement on a form acceptable to the director
showing the financial ability of the group to pav the workers” compensationobligations
of its members;

(9) proof of the group’s qualification under 26 U.S.C. 501(c)(6) and
exemption from taxation under 26 U.S.C. 501(a); and

(10) proof of payment to the group by each member of not less than
25 percent of that member's first year estimated annual net premium on a date
prescribed by the director; payment shall be considered to be pan of the first year
premium payment of a member if the proposed group is granted a certificate of
approval.

() To obtain and to maintain its certificate of approval, a workers’
compensation self-insurance group shall meet the following requirements, as well as
other requirements established by law:

(1) a combined net worth of all members of the group of at least
51,000,000;
(2) security in the amount of $450,000 that shall be provided by either

-2-
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cash, a surety hond, security deposit, or financial security endorsement or any
combination of cash, bond, deposit, or endorsement; if a surety bond is used to meet
the security requirement, it shall be issued by a corporate surety company authorized
to transact business in this state; if a security deposit is used to meet the security
requirement, securities shall be limited to bonds or other evidences of indehtedness
issued, assumed, or guaranteed by the United States of America, or by an agency or
instrumentality of it; certificates of deposit in a federally insured bank; shares or
savings deposits in a federally insured savings and loan association or credit union; or
any hond or security issued by a state of the United States of America and backed by
the full faith and credit of the state; securities shall be deposited with the director and
assigned to and made negotiable by the commissioner of labor under a trust document
acceptable to the director; interest accruing on a negotiable security shall be collected
and transmitted to the depositor, provided the depositor is not in default; a financial
security endorsement, issued as part of an acceptable excess insurance contract, may
be used to meet all or part of the security requirement; the cash, bond, security deposit,
or financial security endorsement must be

(A) for the benefit of the state solely to pay workers’

compensation claims and associated expenses; and
(B) payable upon the failure of the group to pay workers’
compensation benefits that it is legally obligated to pay;

(3) specific and aggregate excess insurance in a form, in an amount,
and by an insurance company acceptable to the director; the director may establish
minimum requirements for the amount of specific and aggregate excess insurance
based on size differences among groups, types of employment, years in existence, and
other relevant factors, and may permit a group to meet this requirement by placing in
a designated depository securities of the type referred to in (2) of this subsection;

(@) an estimated annual standard premium of at least $500,000 during
a group’s first year of operation; in subsequent years, the annual standard premium
must be at least $750,000;

(5 an indemnity agreement jointly and severally binding the group and
each member of the group to meet the workers’ compensation obligations of each

-3- SCS CSHB 116(L&C)
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member; the indemnity agreement must be in a form prescribed by the director and
must include minimum uniform substantive provisions prescribed by the director;
subject to the director’s approval, a group may add other provisions needed because
of its particular circumstances;

(6) ina form and amount prescribed by the director, a fidelity bond and
an errors and omissions insurance policy for the administrator and trustees; and

(7) ina form and amount prescribed by the director, a fidelity bond and
an errors and omissions insurance policy for the service company; the director may
also require the service company providing claim services to furnish a performance
bond in a form and amount prescribed by the director.

() A group shall notify the director of any change in the information required

to be filed under () of this section or in the manner of its compliance with (0) of this
section not later than 30 days after the change.

(@) The director shall

(1) evaluate the information provided by the application required to be
filed under (3) of this section to assure that gaps in funding do not exist and that funds
necessary to pay workers’ compensation benefits will be available on a timely basis;

(2) act upon a completed application for a certificate of approval within
60 days; if, because of the number of applications, the director is unable to act upon
an application within this period, the director may have an additional 60 days to act
on an application; j

(3 issue to the group a certificate of approval upon finding that the
proposed group has met all requirements, or the director shall issue an order refusing
the certificate setting cut reasons for refusal upon finding that the proposed group does
not meet all requirements of this chapter.

Sec. 21.47.035. Premium tax. A group is subject to the premium tax imposed
on domestic insurers under AS 21.09.210(b)(1).

Sec. 21.47.040. Certificate of approval; termination, (8) A certificate of i
approval issued by the director to a workers’ compensation self-insurance group
authorizes the group to provide workers’ compensation benefits as required under
AS 2330. The certificate of approval remains in effect until terminated at the request

-4-
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of the group or revoked by the director under AS 21.47.190.

() The director may not grant the request of a group to terminate its
certificate of approval unless the group has insured or reinsured all incurred workers’
compensation obligations with an authorized insurer under an agreement filed with and
approved in writing by the director. Workers’ compensation obligations must include
both known claims and associated expenses and claims incurred but not reported and
associated expenses. Subject to the approval of the director, a group may merge with j
another group engaged in the same or similar type of business only if the resulting
group assumes in full all obligations of the merging groups. The director may hold
a hearing on the merger and shall hold a hearing if any party, including @ member of
either group, requests a hearing.

Sec. 21.47.050. Examinations. The director may examine the affairs,
transactions, accounts, records, and assets and liabilities of a group as often as the
director requires. The expense of an examination shall be assessed against the group
in the same manner that an insurer is assessed for an examination.

Sec. 21.47.060. Board of trustees: membership, powers, duties, and
prohibitions; accounts, (3) A group shall be operated by a board of trustees of not
less than five persons whom the members of a group elect for stated terms of office.
At least two-thirds of the trustees shall be employees, officers, or directors of members
of the group. The group’s administrator, service company, or an owner, officer, i
employee of, or another person affiliated with the administrator or service company
may not serve on the hoard of trustees of the group. A trustee shall be a resident of
this state or an officer of a corporation authorized to do business in this state. The
board of trustees of a group shall ensure that all claims are paid promptly and take all
necessary precautions to safeguard the assets of the group. A trustee shall observe the !
standards in dealing with the assets of the group that would be observed by a prudent !
person dealing with the property of another, and, if the trustee has special skills or is
named trustee on the basis of representations of special skills or expertise, the trustee |
IS under a duty to use those skills.

(b) The board of trustees shall

(1) be responsible for all money collected or dishursed from the group

. -5- SCS CSHB 116(L&C)
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and segregate all money into a claims fund account and an administrative fund
account; at least 70 percent of the net premium shall be placed into a designated
depository for the sole purpose of paying claims, allocated claims expenses,

reinsurance or excess insurance, and special fund contributions, including second injury

and other loss related funds; this shall be called the “claims fund account"; the
remaining net premium shall be placed into a designated depository for the payment
of taxes, general regulatory fees and assessments, and administrative costs; this shall

be called the "administrative fund account"; the director may approve an administrative

fund account of more than 30 percent and a claims fund account of less than 70

percent only if the group shows to the director’s satisfaction that

(A) more than 30 percent is needed for an effective safety and

loss control program; or
(B) the group’s aggregate excess insurance attaches at less than

10 percent;
() maintain minutes of its meetings and make the minutes available

to the director:

(3 designate an administrator to carry out the policies established by
the board of trustees and delineate in the written minutes of its meetings the areas of
authority the board of trustees delegates to the administrator;

(4) retain an independent certified public accountant to prepare the .

statement of financial condition required under AS 21.47.100.

(c) The hoard of trustees may not
(D) extend credit to individual members for payment of a premium

except under a payment plan approved by the director; or

(@ borrow money from the group or in the name of the group, except
in the ordinary course of business, without first advising the director of the nature and
purpose of the loan and obtaining prior approval from the director.

Sec. 21,47.070. Group membership; termination; liability,

@ An

employer joining a workers’ compensation self-insurance group after the group has
been issued a certificate of approval shall (1) submit an application for membership

to the board of trustees or its administrator; and (2) enter into the indemnity agreement

CSHH 116(L&C)
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required under AS 21.47.030(b)(5); membership may not take effect earlier than each
member’s date of approval. An application for membership and approval of the
application shall be maintained as a permanent record by the board of trustees.

(0) Individual membership in a group is subject to cancellation by the group
under the bylaws of the group. In addition, individual members may elect to terminate
their participation in the group. The group shall notify the director and the division
of workers’ compensation regarding the termination or cancellation of a membership.
Notice shall be given within 10 days after the termination or cancellation.

() The group shall pay all workers’ compensation benefits for which a
member incurs liability during its period of membership. A member who elects to
terminate its membership or is cancelled by a group remains liable for any workers’
compensation obligations of the group and its members that were incurred during the
cancelled or terminated member’s period of membership.

(@) A group member is not relieved of its workers’ compens°tion liabilities
incurred during its period of membership except through payment by the group or the
member of workers’ compensadon benefits required under AS 23.30.

(&) The insolvency or bankruptcy of a member does not relieve the group or
another member of liability for the payment of any workers’ compensation benefits
incurred during the insolvent or bankrupt member’s period of membership.

Sec. 21.47.080. Service companies, (8) A service company or its employees.
officers, or directors may not be an employee, officer, or director of, or have rither a
direct or indirect financial interest in, an administrator. An administrator or its
employees, officers, or directors may not be an employee, officer, or director of, or
have either a direct or indirect financial interest in, a service company,

() A service contract must state that unless the director permits otherwise, the

service company shall handle, to conclusion, all workers" compensation claims and
other obligations incurred during the rontract period.

Sec. 21.47.090. Licensing of agent. Except fur a salaried employee of a
group, its administrator, or its service company, a person soliciting membership for a
workers’ compensation self-insurance group must be licensed as provided under

AS 21.21.

7- SCS CSHB IIfi(L&C)
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Sec. 21.47.100. Financial statements and other reports, (8 A group shall
submit to the director a statement of the financial condition of the group that is
annually audited by an independent certified public accountant on or before the last !
day of the sixth month following the end of the group’s fiscal year. Upon request, the
director shall allow a 60 day extension of the deadline described in this subsection.
The financial statement must be on a form prescribed by the director and must include
actuarially appropriate reserves, known as liabilities, for

(D) known claims and associated expenses;

() claims incurred but not reported and associated expenses;
(3 unearned premiums; and

(@ bad debts.

(b) The actuarial opinion required under (3) of this section shall be given by 1
a member of the American Academy of Actuaries or other qualified loss reserve
specialist as defined in the annual statement adopted by the National Association of
Insurance Commissioners.

(c) A person may not make an untrue statement of a material fact, or omit to
state @ material fact necessary in order to make the statement made, in light of the
circumstances under which it is made, not misleading, in connection with the
solicitation of membership in a group.

(@) The director may prescribe the format and frequency of other required
reports including payroll audit reports, summary loss reports, and quarterly financial
statements,

Sec. 21.47.110. Required second injury contribution. A group is subject to
the required contribution provisions of the second injury fund under AS 23.30.040.
If an employee of a member of a group suffers a compensable injury, the member
shall contribute to the second injury fund as required under AS 23.30.040.

Sec. 21.47.120. Misrepresentation prohibited. A person may not make a
material misrepresentation or omission of a material fact in connection with the
solicitation of membership of a group.

Sec. 21.47.130. Rates and reporting of rates, (@) A workers’ compensation
self-insurance group shall adhere to the uniform classification system, uniform

-8-
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experience rating plan, and manual rules designated by the director.

() Premium contributions to the group shall be determined by applying the
manual rates and rules to the appropriate classification of a member. Premium
contributions shall be adjusted by a member’s experience credit or debit. Subject to
approval by the director, the premium contributions may also be reduced by an
advance premium discount reflecting the group’s expense levels and loss experience.

() Notwithstanding (b) of this section, a group may apply to the director for
permission to make its own rates. Rates established under this subsection shall be
based on at least five years of the group’s experience.

(d) A group shall use the premium rates designated by the director plus an
additional amount representing the member’s portion of estimated expenses. A group
may contract with an advisory organization approved by the director for assistance in
developing appropriate rates. |

(®) A group shall be audited at least annually by an auditor acceptable to the
director to verify proper classifications, experience rating, payroll, and rates. A report
of the audit shall be filed with the director in a form acceptable to the director. A
group or a member of a group may request a hearing on objections to the
classifications. If the director determines that as a result of an improper classification
a member’s premium contribution is insufficient, the director shall order the group to
assess that member an amount equal to the deficiency. If the director determines that e
as a result of an improper classification a member’s premium is excessive, the director
shall order the group to refund to the member the excess premium collected. The
audit required under this subsection shall be at the expense of the group.

Sec. 21.47.140. Refunds, (3) If approved by the director, money for a fiscal
year in excess of the amount necessary to fund all obligations for that fiscal year may
be declared to be refundable by the board of trustees not less than 12 months after the
end of the fiscal year. |

() A member shall be given a written description of the refund plan ‘at the |
time of application for membership. A refund for any fiscal year shall be paid only
to those employers who remain participants in the group for the entire fiscal year.

See. 21.47.150. Premium payment; reserves, (@) A group shall establish to
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the satisfaction of the director a premium payment plan; the plan must include payment
of the balance of each member’s annual premium in mJnthly ‘instaliifielits.

(b A group shall establish and maintain actuarially appropriate loss reserves
that must include reserves

() for known claims and associated expenses;

() for claims incurred but not reported and associated expenses; and

(3 consisting of a deposit by each member of at least 25 percent of
that member’s estimated annual premium before the start of the group’s fiscal year;
a deposit made under this paragraph is in addition to the payment required under
AS 21.47.030(2)(10) and shall be refunded to a member who leaves the group if the
group does not have a deficiency and is not insolvent.

(©) A group shall establish and maintain bad debt reserves based on the
historical experience of the group or other groups.

Sec. 21.47.160. Workers’ compensation sctf-insurance guaranty fund. A
group shall establish a workers’ compensation self-insurance guaranty fund. The
purpose of the fund is to prevent insolvency and to allow a group to discharge its legal
liabilities and other obligations. In addition to any other deposit requirement under
this chapter, each member of the group shall make a one time only deposit of five
percent of that member’s estimated annual premium before the start of the member’s
first fiscal year with the group. A deposit made under this section shall be refunded
to @ member who leaves the group if the group does not have a deficiency and is not
insolvent.

Sec. 21.47.170. Deficits and insolvencies, () If the assets of a group are at
any time insufficient to enable the grow to discharge its legal liabilities and other
obligations and to maintain the reserves required of it under this chapter, it shall
immediately make up the deficiency or levy an assessment upon the group members
for the amount needed to make up the deficiency.

(0) In the event of a deficiency in any fiscal year, the deficiency shall be made
up immediately, either from

(D) surplus from a fiscal year other than the current fiscal year;
() administrative funds;

SCS CSHB 116(L&C) -10-
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(3 funds collected under AS 21.47.150(b)(3);

@ funds collected under AS 21.47.160;

(5) assessment of the membership, if ordered by the group and funds
described under (3) and (4) of this subsection are exhausted; or

(6) an aJtemate method that the director may approve or direct.

() The director shall be notified before a transfer of surplus funds from one
fiscal year to another. If a group fails to assess its members or to otherwise make up
a deficit within 30 days, the director shall order the group to make up the deficit,

(d) 1f a group fails to make the required assessment of its members within 30
days after the director orders it to do so, or if the deficiency is not fully made up
within 60 days after the date on which the assessment is made, or within a longer
period of time that is specified by the director, the group shall be considered to be
insolvent.

(®) In the event of the liquidation of a group, the director shall levy an
assessment upon its members in an amount the director determines to be necessary to
discharge all liabilities of the group, including the reasonable cost of liquidation.

Sec. 21.47.180. Penalties, (3) After notice and opportunity for a hearing, the
director may impose a civil penalty on a person or group found to be in violation of
any provision of this chapter. The civil penalty may not exceed $500 for each act or
violation and may not exceed $5,000 in the aggregate.

(b) After notice and opportunity for a hearing, the director may issue an order |
requiring a person or group to cease and desist from engaging in an act or practice
found to be in violation of any provision of this chapter.

(c) Upon a finding, after notice and opportunity for a hearing, that a person
or group has knowingly violated a cease and desist order, the director may

(1) impose a civil penalty of not more than $5,000 for each act or
violation of the order not to excce . an aggregate amount of $25,000; or

() revoke the group’s certificate of approval or any insurance license m
held by the person.

(d) In this section, "knowingly" has the meaning given in AS 11.81.900.

Sec. 21.47.190. Revocation of certificate of approval, (3) After notice and
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opportunity for a hearing, the director may revoke a group’s certificate of approval if
the group

() is found to be insolvent;

() fails to pay any premium tax, regulatoryfee orassessment, or
special fund contribution imposed upon the group; or

(3 fails to comply with any of the provisions ofthis chapter orwith
any lawful order of the director within the time prescribed.

(b) In addition to (3) of this section, the director may revoke a group’s
certificate of approval if, after notice and opportunity for hearing, the director finds
that

(D) a certificate of approval that was issued to the group was obtained

by fraud;
() there was a material misrepresentation in the application for the

certificate of approval; or

(3 the group or its administrator has misappropriated, converted,
illegally withheld, or refused to pay over upon proper demand any money that belongs
to a member, an employee of a member, or a person otherwise entitled to it, and that
has been entrusted to the group or its administrator in its fiduciary capacities.

Sec. 21.47.200. Other provisions applicable. The following provisions of law
are applicable to a workers” compensation self-insurance group as if the group were
an insurer:

() authority granted to the director under AS 21.06.120, 21.06.140 -
21.06.160, and 21.06.180 - 21.06.230;

() service of process provisions under AS 21.09.180 and 21.09.190;

(3) requirements imposed under AS 21.12.010 -21.12.090;

(@ investment practices required under AS 21.21;

(5 administration of deposit requirements under AS 21.24;

(6) provisions applicable to producers, agents, administrators, brokers,
adjusters, and managers under AS 21.27.405, 21.27.410, 21.27.420, 21.27.440 and

21.27.460;
(7) unfair trade practice provisions under AS 21.36;

SCS CSHB 116(L&C) -12-
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(@) provisions applicable to reciprocal and cooperative insurers under
AS 21.75.130, 21.75.135, and 21.75.270;

(9 provisions applicable to rehabilitation and liquidation under
AS 21.78,

Sec. 2147500, Definitions. In this chapter,

(D) "administrator" means an individual, partnership, or corporation
engaged by a workers’ compensation self-insurance group’s board of trustees to carry
out the policies established by the group's board of trustees and to provide day-to-day
management of the group;

(@ ‘insolvent" or “insolvency" means the inability of a workers’
compensation self-insurance group to pay its outstanding lawful obligations as the
obligations mature in the regular course of business, as may be shown either by an
excess of its required reserves and other liabilities over its assets or by its not having
sufficient assets to reinsure all of its outstanding liabilities after paying all accrued
claims owed by the group;

(3) "net premium" means premium derived from standard premium
adjusted by an advance premium discount;

(4 "service company" means a person that provides services not
provided by the administrator, including

(A) claims adjustment;

(B) safety engineering;

(C) compilation of statistics and the preparation of premium,
loss, and tax reports;

(D) preparation of required self-insurance repons;

(E) development of members’ assessments and fees; and

(F) administration of a claim fund;

(5 "standard premium" means the premium derived from the manual
rates adjusted by experience modification factors but before advance premium
discounts;

(6) "workers’ compensation self-insurance group" or "group" means a
not-for-profit association that has qualified as a trade organization under 26 U.S.C.

. _ 13- SCS CSHB 116(L&C)
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501(c)(6) (Internal Revenue Code) and is exempt from taxation under 26 U.S.C. 501(a)
(Internal Revenue Code), and consists of 10 or more employers who have been

engaged in the same or similar type of business in this state for at least three years,

who are members of the same bona fide trade or professional association that has been
in existence for not less than five years, and who enter into agreements to pool their

liabilities for workers’ compensation benefits in this state.
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FROM: Annette Kreitzer, Aide to _
Senate Labor & Commerc littee
PH: X 3844

DATE: March 3, 1998
RE: L&C Committee Substitute for HB 116: Worker’s Compensation

The L&C Com Ittee heard Wotr li)raft LSO463\P ado Bed it angl the foIIowmﬂ]
amendments ease prepare a final L&C CommlteeS stitute Incorporating these

amendments:

) Amendmep
age 14 lines 1-6. This rglroupm tcon5|st0f or more emplo I rs who Fave
heen em Xers |nthe state ofAI ska for the recedm thre ars rl rt em able {0
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they wis t010|n for the B{recedtng three years before being able to apply.
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‘group” that the employer wants to join.
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Page 10, Line 2 Delete [OR QUARTERLY]
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SENATE CS FOR CS FOR HOUSE BILL NO. 116(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE -SECOND SESSION
BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sﬁpnsor(s&: REPRESENTATIVES KOTT, Hudson, Foster, Berkowitz, Hodgins, Kelly, Dyson, Davis,
Phillips, Kohring, Ogan, Green, Elton

SENATORS Donley, Ellis
A BILL

FOR AN ACT ENTITLED

"An Act relating to workers’ compensation self-insurance."

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

* Section 1 AS 21 is amended by adding a new chapter to read:
Chapter 47. Workers’ Compensation Self-insurance Groups.

Sec. 21.47,010. Scope. The provisions of this chapter apply to workers’
compensation self-insurance groups. This chapter does not apply to public employees
or governmental entities. A workers’ compensation self-insurance group that is issued
a certificate of approval by the director may not be considered to be an insurer or an
insurance company and is not subject to the provisions of the insurance laws of this
title except as otherwise provided in this chapter.

Sec. 21.47.020. Authority to act as a workers’ compensation self-insurance
group. A person may not act as a workers’ compensation self-insurance group unless
the person has been issued a certificate of approval by the director.

Sec. 21.47.030. Required qualifications, (@) A proposed workers’
compensation self-insurance group shall file with the director an application for a

- SCS CSHB 116(L&C)
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certificate of approval accompanied by a nonrefundable filing fee
0T The application must include the group’s name, location

of its principal office, date of organization, name and address of each member, and
other information that the director may reasonably require, together with the following:

£ (1) proof of compliance with the provisions of (b) of this section;

( (2) acopy of the group's articles of association, if any;

1 (3 acopy of agreements with the administrator and with any service
S company:;

9 (@ a copy of the bylaws of the proposed group;

10 (5) a copy of the agreement between the group and each member
il securing the payment of workers’ compensation benefits; the agreement must include
2 a provision for payment of assessments as provided under AS 21.47.170;

13 (6) designation of the initial board of trustees and administrator;

14 (7) the address in this state where the books and records of the group
155 shall be maintained at all times;

16 (8 a pro forma financial statement on a form acceptable to the director
17 showing the financial ability of the group to pay the workers’ compensation obligations
18 of its members;

19 (9 proof of the group’s qualification under 26 U.S.C. 501(c)(6) and
2 exemption from taxation under 26 U.S.C. 501(2); and

2 (10) proof of payment to the group by each member of not less than
i 25 percent of that member’s first year estimated annual net premium on a date
23 prescribed by the director; payment shall be considered to be part of the first year
24 premium payment of a member if the proposed group is granted a certificate of
25 approval.

26 () To obtain and to maintain its certificate of approval, a workers'
21 compensation self-insurance group shall meet the following requirements, as well as
25 other requirements established by law:

29 (1) a combined net worth of all members of the group of at least
0 $1,000,000;
3L (2 security in the imount of $450,00(J that shall be provideo by either

SCS CSHB 116(L&C) . -2-
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f cash'2 a surety hond, security deposit, or financial security endorsement or any

combination o[cash]fbond, deposit, or endorsement; if a surety bond is used to meet
the security requirement, it shall be issued by a corporate surety company authorized
to transact business in this state; if a security deposit is used to meet the security
requirement, securities shall be limited to bonds or other evidences of indebtedness
issued, assumed, or guaranteed by the United States of America, or by an agency or
instrumentality of it; certificates of deposit in a federally insured bank; shares or
savings deposits in a federally insured savings and loan association or credit union; or
any hond or security issued by a state of the United States of America and backed by
the full faith and credit of the state; securities shall be deposited with the director and
assigned to and made negotiable by the commissioner of labor under a trust document
acceptable to the director, interest accruing on a negotiable security shall be collected
and transmitted to the depositor, provided the depositor is not in default; a financial
security endorsement, issued as part of an acceptable excess insurance contract, may
be used to meet all or part of the security requirement; the cash, bond, security deposit,
or financial security endorsement must be
(A) for the henefit of the state solely to pay workers’
compensation claims and associated expenses; and
(B) payable upon the failure of the group to pay workers’
compensation benefits that it is legally obligated to pay;

(3) specific and aggregate excess insurance in a form, in an amount,
and by an insurance company acceptable to the director; the director may establish
minimum requirements for the amount of specific and aggregate excess insurance
based on size differences among groups, types of employment, years in existence, and
other relevant factors, and may permit a group to meet this requirement by placing in
a designated depository securities of the type referred to in (2) of this subsection;

(@) an estimated annual standard premium of at least $500,000"during
a group’s first year of operation; in subsequent years, the annual standard premium
must be at leastffijjjgfcffi;, >

(5 an indemnity agreementjointly and severally binding the group and
each member of the group to meet the workers' compensation obligations of each

-3- SCS CSHB 116(L&C)
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member; the indemnity agreement must be in a form prescribed by the director and
must include minimum uniform substantive provisions prescribed by the director;
subject to the director’s approval, a group may add other provisions needed hecause
of its particular circumstances;

(©) ina form and amount prescribed by the director, a fidelity bond and
an errors and omissions insurance policy for the administrator; and

(7) inaform and amount prescribed by the director, a fidelity bond and
an errors and omissions insurance policy for the service company; the director may
also require the service company providing claim services to furnish a performance
bond in a form and amount prescribed by the director.

(©) A group shall notify the director of any change in the information required

to be filed under () of this section or in the manner of its compliance with (b) of this
section not later than 30 days after the change.

(d) The director shall
(1) evaluate the information provided by the application required to be

filed under (a) of this section to assure that gaps in funding do not exist and that funds
necessary to pay workers’ compensation benefits will be available on a timely basis;

(2) act upon a completed application for a certificate of approval within
60 days; if, because of the number of applications, the director is unable to act upon
an application within this period, the director may have an additional 60 days to act

on an application;

(3) issue to the group a certificate of approval upon finding that the
proposed group has met all requirements, or the director shall issue an order refusing
the certificate setting out reasons for refusal upon finding that the proposed group does
not meet all requirements of this chapter.

Sec. 21.47.035. Premium tax. A group is subject to the premium tax impose”
bn domestic insurers under AS 21.09.210(b)(1)./

Sec. 21.47.040. Certificate of approval; termination, (@) A certificate of
approval issued by the director to a workers’ compensation Self-insurance group
authorizes the group to provide workers’ compensation benefits as required under
AS 23.30. The certificate of approval remains in effect until temiinated at the request

-4-
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of the group or revoked by the director under AS 21.47.190.

() The director may not grant the request of a group to terminate its
certificate of approval unless the group has insured or reinsured all incurred workers’
compensation obligations with an authorized insurer under an agreement Filed with and
approved in writing by the director. Workers’ compensation obligations must include
both known claims and associated expenses and claims incurred but not reported and
associated expenses. Subject to the approval of the director, a group may merge with
another group engaged in the same or similar type of business only if the resulting
group assumes in full all obligations of the merging groups. The director may hold
a hearing on the merger and shall hold a hearing if any party, including a member of

either group, requests a hearing.
Sec. 21.47.050. Examinations. The director may examine the affairs,

transactions, accounts, records, and assets and liabilities of a group as often as the
director requires. The expense of an examination shall be assessed against the group
in the same manner that an insurer is assessed for an examination.

Sec. 21.47.060. Board of trustees: membership, powers, duties, and
prohibitions; accounts, (8) A group shall be operated by a hoard of trustees of not
less than five persons whom the members of a group elect for stated terms of office.
At least two-thirds of the trustees shall be employees, officers, or directors of members
of the group. The group’s administrator, service company, or an owner, officer,
employee of, or another person affiliated with the administrator or service company
may not serve on the hoard of trustees of the group. A trustee shall be a resident of
this state or an officer of a corporation authorized to do business in this state. The
board of trustees of a group shall ensure that all claims are paid promptly and take all
necessary precautions to safequard the assets of the group. A trustee shall observe
standards in dealing with the assets of the group that would be observed by a prudent
person dealing with the property of another, and, if the trustee has special skills or i$
'named trust'ee/on the basis of representations of special skills or expertise, the trustee;
("Metr-rclufy to use those skills. /

(b) The hoard of trustees shall
(1) be responsible for all money collected or disbursed from the group

-5- SCS CSHB 116CL&C)
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and segregate all money into a claims fund account and an administrative fund
account; at least 70 percent of the net premium shall be placed into a designated
depository for the sole purpose of paying claims, allocated claims expenses,
reinsurance or excess insurance, and special fund contributions, including second injury
and other loss related funds; this shall be called the "claims fund account"; the
remaining net premium shall be placed into a designated depository for the payment
of taxes, general regulatory fees and assessments, and administrative costs; this shall
be called the “"administrative fund account"; the director mayapprove an administrative

fund account of more than 30 percent and a claims fund  account ofless than 70

percent only if the group shows to the director’s satisfaction that
(A) more than 30 percent is needed for an effective safety and

loss control program; or
(B) the group’s aggregate excess insurance attaches at less than

70 percent;
() maintain minutes of its meetings and make the minutes available

to the director;

(3) designate an administrator to carry out the policies established by
the board of trustees and delineate in the written minutes of its meetings the areas of
authority the hoard of trustees delegates to the administrator;

(4) retain an independent certified public accountant to prepare the
statement of financial condition required under AS 21.47.100.

(c) The board of trustees may not

(1) extend credit to individual members for payment of a premium
except under a payment plan approved by the director; or

() horrow money from the group or in the name of the group, except
in the ordinary course of business, without first advising the director of the nature and
purpose of the loan and obtaining prior approval from the director.

Sec. 21.47.070. Group membership; termination; liability, (@) An
employer joining a workers” compensation self-insurance group after the group has
been issued a certificate of approval shall (L) submit an application for membership
to the board of trustees or its administrator; and (2) enter into the indemnity agreement

-6-
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required under AS 21.47.030(b)(5); membership may not take effect earlier than each
member’s date of approval. An application for membership and approval of the
application shall be maintained as a permanent record by the board of trustees.

(0) Individual membership in a group is subject to cancellation by the group
under the bylaws of the group. In addition, individual members may elect to terminate
their participation in the group. The group shall notify the director and the division
of workers’ compensation regarding the termination or cancellation of a membership.
Notice shall be given within 10 days after the termination or cancellation.

() The group shall pay all workers’ compensation benefits for which a
member incurs liability during its period of membership. A member who elects to
terminate its membership or is cancelled by a group remains liable for any workers’
compensation obligations of the group and its members that were incurred during the
cancelled or terminated member’s period of membership.

(d) A group member is not relieved of its workers’ compensation liabilities
incurred during its period of membership except through payment by the group or the
member of workers’ compensation benefits required under AS 23.30.

(&) The insolvency or bankruptcy of a member does not relieve the group or
another member of liability for the payment of any workers’ compensation benefits
incurred during the insolvent or bankrupt member’s period of membership.

Sec. 21.47.080. Service companies, (3) A Service company or its employees,
officers, or directors may not be an employee, officer, or director of, or have either a
direct or indirect financial interest in, an administrator. An administrator or its
employees, officers, or directors may not be an employee, officer, or director of, or
have either a direct or indirect financial interest in, a service company.

() A service contract must state that unless the director permits otherwise, the

service company shall handle, to conclusion, all workers' compensation claims and

other obligations incurred during the contract period.
Sec. 21.47.090. Licensing of agent. EXcept for a salaried employee of a

group, its administrator, or its service company, a person soliciting membership for a
workers’ compensation self-insurance group must be licensed as provided under

AS 21.217.

-7- SCS CSHB 116(L&C)
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Sec. 21.47.100. Financial statements and other reports, (@) A group shall
submit to the director a statement of the financial condition of the group that is
antiLuiiy audited by an independent certified public accountant on or before the last
day of the sixth month following the end of the group’s fiscal year. |Upon request, the/
irector shall allow a 60 day extension of the deadline described in this subsection, f
The financial statement must be on a form prescribed by the director and must include
actuarially appropriate reserves, known as liabilities, for

(1) known claims and associated expenses;

() claims incurred but not reported and associated expenses;
(3 unearned premiums; and

(4) bad debts.

(b) The actuarial opinion required under () of this section shall be given by
amember of the American Academy of Actuaries or other qualified loss reserve
specialist as defined in the annual statement adopted by the National Association of
Insurance Commissioners.

(c) A person may not make an untrue statement of a material fact, or omit to
state a material fact necessary in order to make the statement made, in light of the
circumstances under which it is made, not misleading, in connection with the
solicitation of membership in a group.

(d) The director may prescribe the format and frequency of other required
reports including payroll audit reports, summary loss reports, and quarterly financial
statements.

Sec. 21.47.110. Required second injury contribution. A group is subject to
the required contribution provisions of the second injury fund under AS 23.30.040.
If an employee of a member of a group suffers a compensable injury, the member
shall contribute to the second injury fund as required under AS 23.30.040.

Sec. 21.47.120. Misrepresentation prohibited. A person may not make a
material misrepresentation or omission of a material fact in connection with the
solicitation of membership of a group.

Sec. 21.47.130. Rates and reporting of rates, (@ A workers’ compensation
self-insurance group shall adhere to the uniform classification system, uniform

-8-
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experience rating plan, and manual rules designated by the director.

(b) Premium contributions to the group shall be determined by applying the
manual rates and rules to the appropriate classification of a member. Premium
contributions shall be adjusted by a member’s experience credit or debit. Subject to
approval by the director, the premium contributions may also be reduced by an
advance premium discount reflecting the group’s expense levels ana loss experience.

(c) Notwithstanding (b) of this section, a group may apply to the director for
permission to make its own rates. Rates established under this subsection shall be
based on at least five years of the group’s experience.

(d) A group shall use the premium rates designated by the director plus an
additional amount representing the member’s portion of estimated expenses. A group
may contract with an advisory organization approved by the director for assistance in
developing appropriate rates.

(e) A group shall be audited at least annually by an auditor acceptable to the
director to verify proper classifications, experience rating, payroll, and rates. A report
of the audit shall be filed with the director in a form acceptable to the director. A
group or a member of a group may request a hearing on objections to the
classifications. If the director determines that as a result of an improper classification
a member’s premium contribution is insufficient, the director shall order the group to
assess that member an amount equal to the deficiency. If the director determines that
as a result of an improper classification a member’s premium is excessive, the director
shall order the group to refund to the member the excess premium collected. The
audit required under this subsection shall be at the expense of the group.

Sec. 21.47.140. Refunds, (a) If approved by the dinecfo™ money for a fiscal
year in excess of the amount necessary to fund all obligations for that fiscal year may
be declared to be refundable by the board of trustees not less than 12 months after the
end of the fiscal year.

(b) A member shall be given a writtc.i description of the refund plan at the
lime of application for membership. A refund for any fiscal year shall be paid only
to those employers who remain participants in the group for the entire fiscal year.

Sec. 21.47.150. Premium payment; reserves, (a) A group shall establish to

SCS CSHB 116(L&C)
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the satisfaction of the director a premium payment plan; the plan must include' pdymerii/ |

of the balance of each member’s annual premium in moiithly|c: quarterlyjinstaliments.

(b)

A group shall establish and maintain actuarially appropriate loss reserves

that must include reserves

(1) for known claims and associated expenses;
(2) for claims incurred but not reported and associated expenses; and

* %

(3) consisting of a deposit by eachB E ®
N uciore the start _offee group’* fiscal year/
in addition to the payment required under/1

AS 21.47.030(a)(10) and shall be refunded to a memberl mif r

group does not havea deficiency and is not insolvent. V

©)

A group shall establish and maintain bad debt reserves based on the

historical experience of the group or other groups.

™moensaiion self-insurance guarantyp{‘ggd. Al
vn
nsurance ity md. The
to discharge its

3sit requirement under/

this chapter, each member of the group shall make a one time only deposit of fivd? |

g®percent of that member’s estimated annual premium befoi of the member's
first riscai year w deposit made under this section shall be refunded/1

to a member who leaves the group if the oes not have a deficiency and is not {/

V] insolvent.

Sec. 21.47.170. Deficits and insolvencies, (a) If the assets of a group are at

any time insufficient to enable the group to discharge its legal liabilities and other

obligations and to maintain the reserves required of it under this chapter, it shall

immediately make up the deficiency or levy an assessment upon the group members

for the amount needed to make up the deficiency.

(b)

In the event of a deficiency in any fiscal year, the deficiency shall be made

up immediately, either from

CSHB 116(L&C)

(1) surplus from 1 fiscal year other than the current fiscal year;

(2) administrative funds;

-10-
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(5) assessment of the membership, if ordered by the group and fui
der (3) anc} (4) of this subsection are exhausted; or|
(6) an alternate method that the director may approve or direct.

(c) The director shall be notified before a transfer of surplus funds from one
fiscal year to another. If a group fails to assess its members or to otherwise make up
a deficit within 30 days, the director shall order the group to make up the deficit.

(d) If agroup fails to make the required assessment of its members within 30
days after the director orders it to do so, or if the deficiency is not fully made up
within 60 days after the date on which the assessment is made, or within a longer
period of time that is specified by the director, the group shall be considered to be
insolvent.

(e) In the event of the liquidation of a group, the director shall levy an
assessment upon its members in an amount the director determines to he necessary to
discharge all liabilities of the group, including the reasonable cost of liquidation.

Sec. 21.47.180. Penalties, (a) After notice and opportunity for a hearing, the
director may impose a civil penalty on a person or group found to be in violation of
any provision of this chapter. The civil penalty may not exceed $500 f*r each act or
violation and may not exceed'wpo in the aggregate.

(b) After notice and opportunity for a hearing, the director may issue an order
requiring a person or group to cease and desist from engaging in an act or practice
found to be in violation of any provision of this chapter.

(c) Upon a finding, after notice and opportunity for a hearing, that a person

or group has knowingly violated a cease and desist order, the director may

held by the person.
(d) In this section, 'knowuig!yTias the-'meaning given in AS 11.3190".
Sec. 21.47.190. Revocation of certificate of approval, (a) After notice and

-11- SCS CSHB 116(L&C)
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opportunity for a hearing, the director may revoke a group’s certificate of approval if
the group

(1) is found to be insolvent;

(2) fails to pay any premium tax, regulatory fee orassessment, or
special fund contribution imposed upon the group; or

(3) fails to comply with any of the provisions of this chapter or with
any lawfulorder of the director within the time prescribed.

(b) In addition to(a) of this section, the directormay revoke agroup’s

certificate of approval if, after notice and opportunity for hearing, the director finds

that
(1) a certificate of approval that was issued to the group was obtained

by fraud;
(2) there was a material misrepresentation in the application for the

certificate of approval; or
(3) the group or its administrator has misappropriated, converted,
illegally withheld, or refused to pay over upon proper demand any money that belongs
to a member, an employee of a member, or a person otherwise entitled to it, and that
has been entrusted to the group or its administrator in its fiduciary capacities.
Sec. 21.47.200. Other provisions applicable. The following provisions of law

are applicable to a workers’ compensation self-insurance group as if the group were

an insurer:
(1) authority granted to the director under AS 21.06.120, 21.06.140 -

21.06.160, and 21.06.180 - 21.06.230;
(2) service of process provisions under AS 21.09.180 and 21.09.190;
(3) requirements imposed under AS 21.12.010 - 21.12.090;
(4) investment practices required under AS 21.21;
(5) administration of deposit requirements under AS 21.24;
(6) provisions applicable to producers, agents, administrators, brokers,
adjusters, and managers under AS 21.27.105, 21.27.410, 21.27.420, 21.27.440 and

21.27.460;
(7) unfair trade practice provisions under AS 21.36;

SCS CSHB 116(L&C) -12-
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(8) provisions applicable to reciprocal and cooperative insurers under
AS 21.75.130, 21.75.135, and 21.75.270;

(9) provisions applicable to rehabilitation and liquidation under

AS 21.78.
Sec. 21.47.500. Definitions. In this chapter,

(1) "administrator" means an individual, partnership, or corporation
engaged by a workers’ compensation self-insurance group’s bhoard of trustees to carry
out the policies established by the group’s boaru of trustees and to provide day-to-day
management of the group;

(2) "insolvent" or "insolvency" means the inability of a workers’
compensation self-insurance group to pay its outstanding lawful obligations as the
obligations mature in the regular course of business, as may be shown either by an
excess of its required reserves and other liabilities over its assets or hy its not having
sufficient assets to reinsure all of its outstanding liabilities after paying all accrued

claims owed by the group;
(3) "net premium™ means premium derived from standard premium

adjusted by an advance premium discount;
(4) "service company” means a person that provides services not
provided by the administratoi, mcluding
(A) claims adjustment;
(B) safety engineering;
(C) compilation of statistics and the preparation of premium,
loss, and tax reports;
(D) preparation of required self-insurance reports;
(E) development of members’ assessments and fees; and
(F) administ ation of a claim fund;

(5) "standard premium" means the premium derived from the manual
rates adjusted by experience modification factors but before advance premium
discounts:

(6) "workers’ compensation self-insurance group™ or "group” means a
not-for-profit association that has qualified as a trade organization under 26 U.S.C.

13- SCS CSHB 116(1.&C)
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WORK DRAFT WORK DRAFT 0-LS0463\P

501(c)(6) (Internal Revenue Code) and is exempt from taxation under 26 U.S.C. 501(a)
(Internal Revenue Code), and consists of£ 10 or more employers who are engaged in

the same or similar type of business, who are members of the same bona fide trade or
professional association that has heen in existence for not less than five years, and who
enter into agreements to pool their liabilities for workers’ compensation benefits in this

state.

SCS CSHB 116(L&C) -14-
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REQUIREMENTS FOR SELF-INSURED EMPLOYER:

The requirements for qualifying as a self-insurer are set out in regulation 8AAC 46.010 - .900.

A completed application must be filed at least 90 days before the desired effective
date.

Audited financial statements for the three most recent fiscal or calendar years must
be submitted.

A parent company guarantee must be provided for a majority or wholly owned subsidiary.
Claims must be adjusted within Alaska.

Employer must have aminimum of 100 employees.

Employer must have a net worth ofat least $5,000,000.

Both specific and aggregate excess insurance is required.

If required, a minimum security deposit for a new self-insurer would be $300,000. For a
renewing self-insurer the minimum security deposit is $300,000 or 125% of outstanding,
accrued workers’ compensation obligations, whichever is higher.

Employer must have been in business within Alaska for at least five years (may be waived).

Additionally, a self-insurer is required to file, or have their adjuster file, an annual report showing
the amount ofall payments paid on all claims during a calendar year.



03/03/98 13:47:12 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM LTN1120
MESSAGE FROM: LIOCJEN IN ANCHORAGF INU

RE TON: 80373 SCHEDULED FOR:03/03/98 13:30 TO 15:00
SPONSOR: SENATE LABOR & COMMERCE PURPOSE: PUBLIC HEARING

MESSAGE TEXT: ROBIN WARD (OF3) IS ON LINE IN ANCH TO
TESTIFY ON HB 116

03/03/98 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM LTN1150
14-07-24 PARTICIPANT LIST (ALL PARTICIPANTS) BY :KEN
TCN80373  SCHEDULED FOR:03/03/98 13:30 TO 15:00 FOR:KEN

PUBLIC HEARING SEN7VTE LABOR & COMMERCE
hgc’i\IgON'KENA' |\7le PATRICIA VINCENT KENAI PEN BULDR TESTIFY
HB 116 VR WESLEY KELLER KENAI PEN BULDR TESTIFY

£



message”Mfrorm™iocjen “ n™ rageELECOKFERENCE NE™ ORK £ystem 55“1120

SggNgégY: 80373  SCHEDULED FOR:03/03/98 13:30 TO 15*00
> SENATE LABOR S COMMERCE PU.POSE- PUBLIC HEARING

message texto/michael hinchen and martin pihl are in

CO TO T ON HB 116 (OF 2 FROM KETCHIKAN)

03/03/98 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM LTN1150
14:04:41 PARTICIPANT LIST (ALL PARTICIPANTS) BY :KEN
TCN:80373  SCHEDULED FOR:03/03/98 13:30 TO 15:00 FOR:KEN

PUBLIC HEARING SENATE LABOR & COMMERCE

LOCATION:-KENAI kéo

HB 116 PATRICIA VINCENT KENAI PEN BULDR TESTIFY



COMMITTEE

Oflkicl BuaineM

PLEASE PR3NT! DO YOU WANT
NAME ADDRESS (MAILING) & (ZIP) PHONE REPRESENTING TO TESTIFY?
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lu.y,
Ac)f/e ‘General Contractin%
Medical Payments
Indemnity PaymBntsi
Other Payments;
totall
Alaska Sesl Plumbing & Heating !
Medical Payments!
indemnity Payments*
Other Payments
A total
Alaska Construcilon & Erectors [
Medical Payment's;
Indemnity Paymentsi
Other Paymentsl

totalT
Alaska Homes Inc.
Medical Payments
Indemnity Payments
Other Payments
total
Alcan Builders
Medical Payments
Indemnity Paymentsl
Other Paymentsl
total
v “enlinc
Medical Payments
Indemnity Payments
Other Payments
total
Aurora Builders
Medical Paymentsi
Indemnity Payments)
Other Paymentsi
totall
Batir Creative Builders
Medical Payments|
Indemnity Paymentsi
Other Payments?
totall
Peachy Construction
Medical Paymentsi
Indemnity Paymentsi
Other Payments!
............ totalj®
eo-Plus Builders
Medical Payments!
Indemnity Payments|
Other Paymentsi
totall

.zrz1z1711]"

L

A3L5ALXIIS

Alaska Slate Home Builders Association

1992

10679.75
14,217.97
1J.003.83
'43,901.55

i, 697.00
1/941.00

ije0o
3.756.00

115300
' 00
0.00
1.153.00

65111
' 000
'0.00
65111

434.00
"000
0.00
434.00

14.346.68

nr'm7K2 v70/b36.m -

1993

147612
22000
000
1,696.12

615.00
000
200

617,00

1,794.55

0.00
4,740.29
6,542.84

131.00
0.00
000

131.00

359200

s 72D 3 130 &

1994

18,064.54
12920.10

78558
31,770.22

481001
0001
0001

48100

2.486.00

Page 1

1995,

t

564.00:
7,649.00.
12.949.00'
21,162.00.

0.00'

0001
8,256.331
8,256.33!

206.00
000
000

206.00

607.00,
0.00!
7.001

199

0.00
17,653.00
4,105.00
21,758.00

1,779.00
22700
2500

614,00 203100

6.559.00i

3,138.00
196.00.

9.893.001

257.00!
0.00!
0.00!

257.00°

1

580.00
0.00!
700

595.00!

2.432.00%

939.00
000
300

942.00

236.00

J$2b,
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HOME BUILDERS OF A _ASKA SELF-INSURED FUND
PROPOSED REINSURA JCEPROGRAM STRUCTURE

Specific Aggregate
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Injured worker files claim .

Follows existing workers
compensation procedures
using existng forms.

~N o g W N

COom>y>i/ € V—

W orkers'Com pensatio

G ro u p

Surplus from fiscal year other that current year
Administrative Funds

Additional premiums

Self-insurance guaranty fund

Assesments of membership

Other method approved by Director

$450,000 security

.Premiums paid as required by Director
. Re-insurance Including Specific and Aggregate

Excess Insurance as Required by Director. This
Coverage Should Prevent Insolvency.



FAX NO. 907 465 2797

MA5-03—%TéJF %:O%l.ouf”Workers Comp,  JUNEAU

National
Councd/ on
Compensation
fnaurance, loo.

February 27,1998

Richard Austerman
State of Alaska

Department of Labor

Workers Compensation Division

Re; HB 116

Dear Richard:

Per your request of February 18,1998 we Hava reviewed the above legislation. First, however,
let me state that NCCI, as a workers compensation statistical, data and research organization,
does not take position on this legislation or other publio policy decisions. Our comments below
are based on a limited review of the proposed legislation due to the compressed time frame.

¢ The bill appears to provide adequate protection for employees, however, the ultimate
test will be liow Quickly and efficiently the claims are processed, how soon In/ured
workers are returned to work, the effectiveness of safety end toss control programs, the
adequacy of the reserves and availability of funds to pay not only claimants but medical

providers.

The b calls for an annual audit by an Independent CPA, and an actuarial opinion to be
offered on claims, reserves, premiums, etc, It would bo stronger if the bin mandated that

actuarial certification of the reserves was made, as opp”ed to an opinion.

Any seff insured group should be required to belong to an authorized rating organization
that is developing and filing rules for use in Alaska. The legislation requires that they use
uniform classifications, experience rating and manual rules and membership in. a rating
organization will help guarantee that those are followed.

The legislation does not contain any provision for reporting data to the director, other
than annual financial statements of the group/ The group should be required to report
Individual employer data consistent with other woikora compensation insurers, to an
authorized rating organization. Without It, uniform experience ratings wtil be Impossible
to produce. Additionally, this will aid in maintaining continuity for an employer who may
be a member of a group for a year or two and then return to the private marketplace.
Without uniform data reporting, that Information may be lost creating a problem for future
experience ratings. Finally, without the data being reported fn a standanl format ft may
be difficult to meet toe requirements of Section 21.47,130 (e).

Orwego Towne Square, Nine Monroe Parkway, Suite 140, Lake Oiwegg, Oregon 97035
Telephone; 503-636-6232, Faaumile: 503-636/5771
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¢+ A on© time payment of 5% of each member's premium to establish a guarantee fund

seems inadequate and may not provide complete protection in the case of a catastrophic
loss. One suggestion to Improve this might be a requirement of annual 5% deposits until
such time aa the fund roaches a 1 to 1 premium to surplus ratio. You may also wish to
consider not allowing a refund of this amount ff a member leaves the group which would

help the fund achieve and maintain greater solvency.

¢ Alaska law ha3 numerous rotes governing domestic insurers Investments - the SATE or

similar regulations should be applied to tha selfinsured groups.

Section 21.47.130, Rotes and Reporting of Rates, might bo bettor stated. Part (b) talks
about manual rates, while (d) refers to rates designated by the director, or developed by
the group with the help of an advisory organization, it might be clearer if these were
combined into one subsection addressing what rates are to be used and howthey are to

be applied.

Finally, attached is a display of other states’ provisions regarding group self insurance. Due to
the limited time available, it is summary information only, however, please let us know if you
need specifics or additional details on a particular state and we will be glad to provide it to you.

Richard, Jtmst this information is beneficial, however, please feel free to contact me ff you
have any questions or need additions! information.

Sincerely,

Michael Ta:

Director



