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Stale Cfiatf'ctt Guaranty
Moctnnkm

Who
Ragulttits

| M in iaJnHsl 
1 W orilr

MMmum
Raqufrctl
Security

Minimum
Premium

CDinnanB

Kansas Sec. <4*531 
Sec. 44-690*

St million for a/l 
groups' Vitrok* 
members are tn a 
tImHar butfnaaa, 
S1.26 mil uhsn 
group members are 
Indisslmlsrr 
businesses

*250K tor 
groups wtth 
members In a 
similar 
businws.or 
50OK when 
group members 
are In rfnlmftar
businesses

Groups ot fiiro or more employers In similar buuhen 
whe are members of a tratf*i merchanl or 
professional association thKllras been in existence 
for at least 5  years may form s/i groups; also allows 
such employers whan In dissimilar types of business 
to peal Habnttres for group sUwlion an accurate 
prediction of loss can bo made; members must pay 
o mln, of 35% of the first-year estimated pram turn; 

group members are /&* liable; excess Insurance 
required

Kentucky Sdc. 842350 
Sea 942.606

Group Bf Rind DeplofWC
Claims

Groups of employers may form mutual insurance 
associations or reciprocal orinfarlncuranoa 
exchanges; else el tows 11 or more employer* or 2 or 
more ciijy, oourrfy, municipal or urban-courtly 
cmployejeio enter Intoogneemento to poo! tieblidss

Louisiana See.23.i1fS
Sec.23.i1SC

Dept, of 
Insurance

S1 million SHOOK 650OK 5 or mere employers whoaro members ol the same 
trade or profaMlonal asacrfatlon may enter Into 
agreements to pod liability; pro/zdes (had such 
groups sue net member Insureds ol the Insurance 
Guaranty Association

Maine Sec. 403 
Sec. 404

31 Guarantee 
Aesorx

Insurance
Dept.

Any group of ompioya> may a dept a  plan for sTt 
groups may not take the form of a  corporation, 
partnership nr LLC; requires security

Maryland Sec,43A603 
Sec. 4BA60Q

61 Guaranty Fund Workers
Comp
Commhsion

$1 million 310DK 525DK 2 or mono employers may Ibrm asfl group; group 
members are J&s liable; excess Insurance fs required

M assachusetts Sec. 1S225A 
Sec 2£»-25U

Insurance
Dept

$1 million 3150K 325DK 5 or mom employers engaged in the same or sim/fir 
business, who era members of the same Industry, 
trade* or professional association 1hsrl has town In 
existence for at least 2 years, oittfio or psatios to tiro 
same collective bargaining agreements may pool 
their IlsW et; group numbers are J&sllablt; 
members must pay a mln. 255to1 theJrarrnual 
first-year net premium; permits levies against group 
members, an neoMsny, k> ensure ability to p»y 
obligotloflB; Bxoesslnsumnoe required

Michigan &w. 4ia.cn 
Sec 500.7901

WC Bureau 61 mllKoh 2 or more employers in the same tadostry with 
combined mln assets of *1 mB. or2ermonapobSD 
employers of the Bamotype of unit may pool fhtir 
lleWltias to form s/i groupi; runtpubKc heohh cane 
facttty employers maybe permitted to Join With public
employers H the prlntlpil service rendered by the
health cero omployar Is the seme typo of sorvfo* 
rand trod by fht public employers.
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Steta Citation Quantity
Mechanism

mo
Regulates

m ilndmHot
Worth

Mlnfmum 
Rtqrulfad 
Security

\ M in i mum 
1 Premium

conrnsnts

Hortfi CaroHnn S ea 97-03 
Sea 97-100 
Sea
97-131(b)
6oa5M7-0O
thru
5M7-135

Grp tejf Insurer* 
roust be members 
ofth»3/l 
Guaranty Aeroc; 
Assessment* 
roads annually

[insurance
Dept.

'

Surety bonds 
at required fay 
Com ml is. 
required.
Gbps must 
deport! fflOOk 
o r m o n ts  
ann. earned 
premium

Employe* 
bass must 
ba
octuari&Uy 
sufficient 
to spread 
risk.
Every grp
member
must pay a
deposit n7
25%cflfio
ostnn.
annual
earned
pram.

Groups of 2 or more employers may become lioensert 
to poo! their vro liabilities. Employ ara mustfaeputo! 
bone fld* trade association and ongagod It rimllir 
profession. Extensive license eppliMtion 
requirement*. Merger* iu! other grps prohibited 
unless In same trade.

Surplus requirements; Must maintain surplus3 to 
10V) of the total undlecountad cfelm liability, cr 
5303,000. Grp* must maintain specific and 
aggregate excow insurance or ralwuranoo w/ limits 
according to exposure.
Law also addresses rate filing requirements, group 
governance & services, andtheadmUslor & 
termination ct number*.
Grp membare era jointly Sssverallyfloblato-aSIwo 
obligations.

trade u n a  must have boon incap. In NC and been 
In edrtema for 5 years

North Dakota Baa0SOfl-fl< 
Sea 6S4M-05

Soiriniurance rot permitted; all employers must Inwro w/cxc. stats fund

Ohio S ea 4123.29 
Sea 4123.35

8/J Guaranty Fund 
(uiHtoar whether 
is applies to */i 
groups)

WC
Administrator

Over 
315DK cr 
at least 
100 total 
employees

Allows the state b. Insure employer obligations under 
a pan ttatgroup* employersforrstJna purposes e,td 
pools inks of employers vtflhln tee group. [Unriea' 
wliethef grp til 1c perndttod or not.)

Oklahoma 6 0  5  BO 61 
M sec. 01.1 
05 sec. 68.2 
B S w c .1 0 1  
85 a  so Hflilt I

Group 6/1 
Guaranty Fund

Workers
CoirvpL Court

• Z or mere employers may pool ftidr tiabSIUes to 
qutfrf/as a group s/i and each mtployar wJI ba 
ctanliedesajelf-towrer employers In groups 
muttBooeptl&ftllsblfflyiBdmirrttmtor* otflmups 
barred from certain positions
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Sfafc C itation G uaranty
M tchm .lsm

W ho
R egula tes

1 WJWflitoWef 
W orth

I M inim um  
R equired  
Seourily

M inimum
Prem ium

C om m ents

South Dakota See. 6S-5-5 
S8C .e24«

Dept, of 
Lot) oi
DIv. ©flnsur

For
selWnsurere, 
260K or twice 
(he ox,mint of 
compensation 
arid medical 
claims paid the 
previous year, 
ortho omourit 
design atari by 
employeres ■ 
WCrosoivo 
(not sure how 
the requirement 
BppSesto 
groups)

Allows reciprocal or Intwinsurance contract*.
Uncfwu; seems that pip s/i permitted, but utrfl find 
specific lew; lawsaermveiy vague regardlsss.

............................
rcnrwtasea Sac. 50-0-405 Insurance

Dept
$125,005 for 
selMnsurors (ft 
Is unclear how 
this provision 
rotates to Bl 
groups

10 cr more employers In sums trari&sevoa may 
Erslv.b *11 pool*; grps must obtain specific & aggregate 
excoBB Insurance In amounts proscribed, Employers 
must hava bten to business fora minimum of 6 
y dare.

Texas Int. Coda Art. 
5L67A

D/v. oJ8/l 
ReflUltHon

Authorize* group purchare of Insurance by 
employers inthasamecrsJmllsrbusiness

Utah No provision

Vermont No provision

Virginia See. 6Sl 2-802 State
Corporation
Commission

At dlseretfon of 
SCO; may also 
require spadfto 
or aggregate 
excess fns. or 
re Insurant*

2 or mare employers may be llotnssd as&grp stf 
awes to pool lhair HaMlftes; rnnmbme ere j&s IlnWe

iVaslunflton

9

Sect.
5t.0B.173
61.14.160

DJraclar of
Indutfrtal
fns.

Sri grp* perm ft tod only for school districts and 
slota-owned hospotsla.

W att V irginia No provision ,

Wisconsin No provision

Wyoming R*c.
27-14-201

Bolf insurance not permuted; *11 employers must insure vj! era attic fund



Alaska State Legislature
Sen.Tim Kelly, Chairman 
Anchorage
Sen. Loren Leman. Vice-Chair
Anchorage
Sen. Robin Taylor
Wrangell
Sen. John Torgerson 
Kasilof
Sen. Jim Duncan 
Juneau

State Capitol 
Juneau, AK 99801-1182 

(907) 465-3822 
Fax: (907) 465-3756 

1-800-770-3822 
(JANUARY - MAY) 

INTERNET: //http.//vv\vw.state.ak.i

O ffic ia l B usiness

Senate Rules Committee
716 West 4th, Suite 400 
Anchorage, AK 99501 

(907) 258-81 SO 
Fax: (907) 258-4524

M a r c h  2, 1998

A la s k a  T im b e r  In s u r a n c e  E x c h a n g e  
M r .  M i c h a e l  H in c h e n ,  G e n e r a l  M a n a g e r  
2555 F ir s t  A v e n u e  
K e t c h ik a n ,  A k .  99901

D e a r  M r .  H in c h c n :

T h e  S e n a te  L a b o r  &  C o m m e r c e  C o m m it t e e  is  c o n s id e r in g  a b i l l  that 
w o u ld  a l lo w  p o o l in g  b y  in d u s t r y  g ro u p s  fo r  the  p u rp o se  o f  s e lf  in s u r in g  
for w o rk e rs  c o m p e n s a t io n  c o v e r a g e . T e s t im o n y  b e fo re  the  C o m m it t e e  
sta ted  that c u r r e n t  p o o ls  set u p  fo r that p u rp o s e  are  r e q u ir e d  to fo rm  a 
r e c ip r o c a l to  u n d e r w r it e  t h e ir  w o rk e r  c o m p e n s a t io n  in s u ra n c e . C S H B  116 
w i l l  h a v e  a n o th e r  h e a r in g  so o n  a n d  I  a m  t r y in g  to g e t  m o re  in fo r m a t io n  o n  
r e c ip r o c a ls  c u r r e n t ly  o p e ra t in g  u n d e r  A la s k a  S tatute .

I h a v e  r e q u e s te d  a d d it io n a l in f o r m a t io n  f ro m  the  D ir e c to r  o f  the  
D iv i s io n  o f  In s u r a n c e ,  a n d  w o u ld  a ls o  l ik e  to h e a r  f ro m  a r e p re s e n ta t iv e  o f  
T h e  A la s k a  T im b e r  In s u r a n c e  E x c h a n g e .  T h e  D iv is io n  o f  In s u r a n c e  
o v e r s ig h t  a n d  r e g u la to r y  f u n c t io n s ,  as w e l l  as the  f in a n c ia l  r e q u ir e m e n ts  to 
fo rm  a n d  m a in t a in  these  p ro p o s e d  p o o ls ,  are  q u it e  d if fe r e n t  f ro m  tho se  that 
y o u r  g r o u p  o p e ra te s  u n d e r . I  w o u ld  b e  m o re  c o m fo r ta b le  d e a l in g  w it h  th is  
le g is la t io n  i f  I  h a d  a c le a r e r  u n d e r s ta n d in g  o f  h o w  a c u r r e n t ly  o p e ra t in g  
r e c ip r o c a l f u n c t io n s  a n d  h o w  it c o m p a re s  to the  n e w  e n t it ie s  p ro p o s e d  in  
C S H B  116.

T h e r e  are  s e v e r a l areas that 1 w o u ld  l ik e  to h e a r  a bo u t.



1) W h a t  w e r e  the  f in a n c ia l  r e q u ir e m e n ts  to fo rm  the  A la s k a  
T im b e r  In s u r a n c e  E x c h a n g e  a n d  w e r e  th e y  a d eq u a te?  F o r  
e x a m p le ,  in  a n y  o f  th e  f irs t f iv e  y e a rs  d id  the  E x c h a n g e  in c u r  
o p e ra t in g  d e f ic it s  r e d u c in g  s u r p lu s  b e lo w  in it ia l  m in im u m  
r e q u ir e m e n ts ?

2) W h a t  ro le  d id  the  D iv is io n  o f  In s u r a n c e  r e g u la to r y  a n d  o v e r s ig h t  
f u n c t io n s  p e r fo r m  in  the  f o r m a t iv e  y e a rs  o f  the  A la s k a  T im b e r  
In s u r a n c e  E x c h a n g e ?

3) H a s  the  A la s k a  T im b e r  In s u r a n c e  E x c h a n g e  e v e r  h a d  to assess  
m e m b e r s  b e y o n d  e x p e c t e d  p r e m iu m  b e c a u s e  o f  a n  u n e x p e c t e d  h ig h  
v o lu m e  o f  c la im s  o r p a r t ic u la r ly  la rg e  c la im s ?

4) W h a t  s a feg u a rd s  e x is t  to p ro te c t  r e c ip r o c a ls  f r o m  in s o lv e n c y  a n d  
c la im s  p a y m e n ts  in  the  e v e n t  o f  a  fa ilu re ?  H o w  d o  these  c o m p a r e  to 
the  p o o l in g  a r ra n g e m e n t  in  C S H B  116?

5) W h a t  b e n e f it s  d o  y o u r  m  'm b e rs  g a in  f r o m  p a r t ic ip a t in g  in  th e  
A la s k a  T im b e r  In s u r a n c e  E x c h a n g e ?

6) D o  y o u  b e l ie v e  the  C S H B  116 a p p ro a c h  p r o v id e s  a d e q u a te  
p r o te c t io n  fo r  in ju r e d  w o rk ers?

I  w o u ld  a ls o  a p p r e c ia te  a n y  a d d it io n a l c o m m e n t s  y o u  m a y  h a v e  o n  the  
p ro p o s e d  le g is la t io n .  M y  o f f ic e  w i l l  n o t if y  y o u  as so o n  as the  L a b o r  &  
C o m m e r c e  C o m m it t e e  h as  s c h e d u le d  a h e a r in g  o n  C S H B  116. I f  y o u  o r  
y o u r  r e p r e s e n ta t iv e  w o u ld  p re fe r, w e  c o u ld  a r ra n g e  fo r  t e s t im o n y  b y  
t e le c o n f e r e n c e . I  w o u ld  l ik e  to th a nk  y o u  fo r a n y  a s s is ta n ce  y o u  c a n  g iv e  
us  in  g a in in g  a c le a r e r  u n d e r s ta n d in g  o f  h o w  th ese  r e c ip r o c a ls  f u n c t io n .

S in c e r e ly .

T im  K e l l y  —  
A la s k a  State S ena te



February 23, 1998

M a r ia n n e  K  B u r k e ,  D ir e c t o r  
D iv i s io n  o f  In s u r a n c e  
P .O . B o x  110805 
J u n e a u , A la s k a  99801

R e g :  W o r k e r s  C o m p e n s a t io n  
In s u r a n c e  P o o lin g

D e a r  M s .  B u rk e :

I  w o u ld  l ik e  to g e t  s o m e  in fo r m a t io n  f ro m  the  D iv is io n  o f  In s u r a n c e  
o n  r e c ip r o c a ls  o p e ra t in g  in  A la s k a . T e s t im o n y  b e fo re  the  S ena te  L a b o r  &  
C o m m e r c e  C o m m it t e e  r e g a r d in g  C S H B 1 16, in s u r a n c e  p o o l in g  fo r  w o rk e r  
c o m p e n s a t io n  c o v e r a g e ,  m e n t io n e d  f o r m in g  a r e c ip r o c a l as a n  o p t io n  
a v a i la b le  fo r  a n  in d u s t r y  g r o u p  p o o l to c o v e r  th e ir  o b l ig a t io n s  in  r e g a rd  to 
m a n d a te d  w o rk e r  c o m p e n s a t io n  c o v e r a g e . S in c e  cu rre n t  S tatute  a l lo w s  the  
fo r m a t io n  o f  th e se  e n t it ie s ,  I w o u ld  l ik e  to h a v e  a c le a r e r  u n d e r s t a n d in g  o f  
h o w  a r e c ip r o c a l w o rk s  u n d e r  A la s k a  in s u r a n c e  C o d e .

P le a s e  s u p p ly  the  f o l lo w in g  in fo r m a t io n :

1) W h a t  are  the  r e q u ir e m e n ts ,  r e g a r d in g  f in a n c ia l ,  a u d it in g  
p r o c e d u r e s  a n d  r e g u la to ry  o v e r s ig h t ,  to fo rm  a r e c ip r o c a l?

2) W h a t  r e c ip r o c a ls  are n o w  o p e ra t in g  in  A la s k a ,  w h a t  w e r e  th e ir  
in i t ia l  r e s e r v e  reques t, h o w  la rg e  are  th e y , a n d  h o w  s u c c e s s fu l are  
they?



3) I n  th e  f o r m a t iv e  y e a rs  o f  o p e r a t in g  r e c ip r o c a ls ,  w a s  th e re  e v e r  
a n y  n e e d  fo r  fu r th e r  m e m b e r  a s s es sm en ts  to  s u p p le m e n t  the  
o r ig in a l  f in a n c ia l  r e q u ir e m e n ts  to m a in t a in  s o lv e n c y ?  H o w  a c t iv e  
w a s  the  D iv i s io n  in  its  o v e r s ig h t  c a p a c it y  to  p r o m o te  th e ir  s u c ce s s?

4) P le a s e  g iv e  a g e n e ra l e s t im a te  o f  h o w  f in a n c ia l  r e q u ir e m e n ts  h a v e  
c h a n g e d  in  r e la t io n  to th e  p u r c h a s in g  p o w e r  o f  1998 d o lla r s  to the  
a m o u n t  n e e d e d  w h e n  the  c u r r e n t  S ta tue  w a s  e n a c te d . I ’m  a s s u m in g  
tha t the  S ta tue  o r ig in a l ly  set a d o l la r  a m o u n t  n o t  m o d if ie d  fo r  
in f la t io n .

5) C o m p a r e  th e  f in a n c ia l  b a c k in g  o f  the  m e c h a n is m s  p ro p o s e d  in  the  
a m e n d e d  v e r s io n  o f  H B 1 16 to c u r r e n t ly  a u t h o r iz e d  r e c ip r o c a ls .  H o w  
w o u ld  the  d if f e r e n t  p ro g ra m s  b e  a b le  to c o p e  w it h  a n  u n u s u a l ly  h ig h  
n u m b e r  o f  c la im s  c o n s id e r in g  the  d if f e r e n t  f in a n c ia l  b a c k in g  
in v o lv e d ?

7) I f  e m p lo y e e  a n d  a d m in is t r a t iv e  c la im s  e x c e e d  the  p ro p o s e d  
re s e r v e  r e q u ir e m e n t  in  C S H 1 16 w h a t  p r o c e d u r e s  w o u ld  k ic k  in ,  a n d  
h o w  q u ic k ly ,  to in s u r e  the  c o n t in u i t y  o f  m e d ic a l  t re a tm e n t  a n d  w a g e  
c o m p e n s a t io n  to  in ju r e d  e m p lo y e e s ?  ^

T h e  S en a te  L a b o r  &  C o m m e r c e  C o m m it t e e  in te n d s  to take  u p  
C S H 1 16 a g a in  to a d d re s s  q u e s t io n s  ra is e d  at th e  F e b r u a r y  19 h e a r in g .  
P le a s e  in f o r m  m y  o f f ic e  o f  y o u r  e s t im a te  o f  the  t im e  n e c e s s a ry  to 
a s s e m b le  th is  r e q u e s te d  in fo r m a t io n .

T h a n k  y o u .

T im  K e l l y  
A la s k a  State S ena te



Alaska State Legislature
House of Representatives tB 2  3  1 9 5 0

Com m ittees  
Rules C om m ittee, C hair 

Legislative Council 
International TVade & Tourism 

Military & Veterans Affairs 
World Trade & State/Federal Relations

Interim :
10928 Eagle River Rd. Suite 141 

Eagle River, AK 99577

Session: 
Alaska State Capitol 
Juneau, A K  99801

February 23,1998

To: D irector Paul Grossi, W C  D iv  2797 
D irector M a ianne  Burke, Ins. D iv . 3422 
D w ig h t  Perkins, Specia l Assist. C o m  o f Labor 2784

As a fo llow  up  to prior correspondence, enclosed please find  an updated chart show ing  
paym ent under a solvent self insured group and an inso lvent group. A lso  enclosed is an 
updated schem atic o f H B  116. B e lie ve  Senator M a ck ie  also requested a side b y  side from  
the W C  D iv  and Ins. D iv  show ing any differences between existing W C  payments from  
insurance com panies and reciprocals and H B  116. T he  b il l was he ld  over for another 
hearing before Senate Labor and Com m erce  this Thursday, February 26,1998.

H opefu lly  w e  w o u ld  rece ive  the information substantially before the hearing.

Thank  you.

Engle River Office (907) 694-8944 Fax (907)694-8945 E-Mail: reprcscntativc_peteJcott@legis.state.ak.us

C c : R ob in  W ard  562 5485
Annette Kreitzer %  Sen. Loren Lem an  3810

Juneau Office (.907) 465-3777 Toll Free I-800-861-Kt T(5688) Pax (907)465 2819

Representative Pete Kott

mailto:reprcscntativc_peteJcott@legis.state.ak.us


H B  116 W o r k e r s '  C o m p e n s a t i o n  
S e l f - i n s u r a n c e  G r o u p  P r o c e s s

I n j u r e d  w o r k e r  f i l e s  c l a i m .  

F o l l o w s  e x i s t i n g  w o r k e r s ’

c o m p e n s a t i o n  p r o c e d u r e s  i 
u s i n g  e x is t n g  f o r m s .

n /0%S>
% %  

(51
w ,

1. S u r p lu s  f r o m  f i s c a l  y e a r  o t h e r  t h a t  c u r r e n t  y e a r

2 . A d m in i s t r a t i v e  F u n d s

3 . A d d i t i o n a l  p r e m iu m s
4 . S e l f - in s u r a n c e  g u a r a n t y  f u n d

5 . A s s e s m e n t s  o f  m e m b e r s h ip
6 . $ 4 5 0 ,0 0 0  s e c u r i t y
7. O t h e r  m e t h o d  a p p r o v e d  b y  D i r e c t o r

1. P r e m iu m s  p a i d  a s  r e q u i r e d  b y  D i r e c t o r
2 . A g g r e g a t e  e x c e s s  i n s u r a n c e  a s  r e q u i r e d  b y  D i r e c t o r

3 . $ 4 5 0 ,0 0 0  s e c u r i t y



The following is a schematic of HB 116. •  Indicate* the provlrioa require* the approval of 
the Director ofthe Division of Insurance, hereinafter referred to a* Director.

WORKER'S COMPENSATION SELF INSURANCE GROUPS

1. A group applying for a sclf-insurance must, before receiving a Certificate of Approval from the 
Director:

a) be properly organized and consist of at least ten (10) members;
b) have payment by each member of 25% of that member’s annual premium;
c) show the Director a combined net worth of at least S1,000,000;
d) show and provide the Director security in the amount of at least $450,000;
e) aggregate excm insurance as required by the Director; and,
f) provide the Director premiums of at least $500,000 the first year and $750,000 in subsequent 

years -  50% cash balance paid monthly or quarterly on approval of the Director.

2 . Joint and several liability of members approved by Director*

3. Fidelity bond »nd errors and omissions and performance bond approved by Director*

4. Certificate may be revoked by Dlrec tor*

J. Director may examine the books at sny time*

6 . The Board of Trustees T&j$p*y all wor kers’ compensation btncfit—70® of premiums 
must be used for paym*-v of claims

7. Annual audited financial Hutments submitted to Director*

8 . Director may require other reports*

9. Director rosy require additional premium payment* from a member*

10. Reftind* may be made only by approval of Director*

11. Reserve plan must be of proved by the Director*

12. Worker* compensation Insurance guaranty fund muit be established

13. I f  there Is a deficit, it must be made up immediately from:

a. Surplui of fiscal ycttr other than current fiscal year
b. Administrative funds

SCHEMATIC OF HB 116
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c. 25% sun/mal premium 
d- Self insurance guaranty ftind
e. Assessment of group member*
f. Other method ordered by Director*

14. Director may impose penalties fornoncompliance*

J 5. Director may revoke Certificate*

16. Group must comply with other insurance requirement* such as examination*, service 
of process, prudent person investment rule, unfair trade practices.
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February 12, 1998

Senator Loren Lem an, Chairman  
Labor &  Com m erce Comm ittee 
State Capito l 
R oom  113
Juneau, A K  9980M1S2  

Dear Senator Lem an:

T h e  A laska State H om e Builders Association has been working with the state legislature 
and governor to pass legislation that w ill a llow  our association and other associations in the 
state to self-insure for workers compensation insurance through poo ling arrangements.

Th is  type of legislation has been enacted in  over forty other states .vith fourteen of these 
states u t iliz ing  the poo ling  process. As a consequence, workers compensation costs have 
decreased dramatica lly for those members of state home builders associations utiliz ing  this 
type o f legislation. Experience  has shown that when an association self-insures for workers 
compensation the members o f  the association tend to focus on fraud and safety issues m uch  
more closely  than their previous for-profit insurance com panies causing rates to 
dramatically decrease.

Workers compensation costs are a substantial portion o f do ing business in  Alaska. As an 
example, the average workers compensation cost for a new  hom e in Alaska is in  the area of 
$4,000 to $6,000. These costs p lace a burden on both the consum er and the supplier. 
A nyth ing  we can do to reduce the cost w ill benefit both the consumer and businesses in 
Alaska. As m entioned, the workers compensation pooling legislation we support has been 
shown to decrease these costs through reduction in  fraud, im proved safety efforts 2 .id peer 
pressure.

I  and hundreds o f others in  the bu ild ing  and other industries support this legislation. I am  
writing to ask that you also support this legislation. Thank you for your help on this issue 
of critical importance to the econom ic health and diversification o f our great state.

S incerely,

N . C f f iB O R m B > O R T E R ,  JR. 
A IA , C G R  
A S H B A  M em ber

TM

110 E. INTERNATIONAL AIRPORT RD. • ANCHORAGE, ALASKA 90518 • (907) 562-2203 OFFICE • (907) 563-83G6 FAX
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IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T IE T H  L E G IS L A T U R E  - F IR S T  SES S IO N

BY THE HOUSE FINANCE COMMITTEE

Offered: 5/7/!>7 
Referred: Rules

Sponsor(s): REPRESENTATIVES KOTT, Hudson, Foster, Berkowitz, Hudgins. Kelly, Dyson, Davis,
Phillips, KolirinK, 0}>an, Green, Elton

SENATOR Donley

A  B IL L

F O R  A N  A C T  E N T IT L E D

1 "A n  A ct re la ting  to w orkers’ com pensation self-insurance."

2 B E  I T  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

0-LS0463\L

C S  F O R  H O U S E  B I L L  N O .  116(FIN)

3 *  S ection  1. AS 21 is amended by adding a new  chapter to read:

4 C h a p te r  47. W o rk e rs ’ C om pensa tio n  Self- insurance G ro u p s .

5 See. 21.47.010. Scope. The  provisions of this chapter apply to workers’

6 com pensation self-insurance groups. Th is  chapter does not apply to p ub lic  employees

7 or governmental entities. A workers’ compensation self-insurance group that is issued

8 a certificate of approval by the director may not be considered to be an insurer or an

9 insurance com pany and is no! subject to the provisions of the insurance laws of this

1(1 title except as otherwise provided in this chapter.

11 Sec. 21.47.02(1. A u tho r ity  to act as a w orkers ’ com pensa tion  self- insurance

12 g ro up . A person may not act as a workers’ compensation self-insurance group unless

13 the person has been issued a certificate of approval by the director.

14 Sec. 21.47.030. R eq u ired  qua lif ica tio ns . (a) A proposed workers’

15 compensation self-insurance group shall file w ith the director an application for a

HBOIlf.c -I- CSIIH llfi(FIN)
Now Toxr. Underlined /DELETED TEXT BRACKETED]
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1 certificate of approval accompanied by a nonrefundable filing fceyesfablished by. tile '?

2 \dircetor uriderA S  21.06'250. T I ('.j I > -vC 1 * group’s name, location

3 of its pr inc ipa l office, date of c '* >s of each member, and

4 other information that the directc M ’ ether w ith the fo llow ing:

5 (1) proof of con ■ ( i  1 , L (b) o f this section;

6 (2) a copy of tli , »< s' ^  k-' ) on, if  any;

7 (3) a copy of agreements w ith the administrator and w ith any service

8 com pany;

9 (4) a copy of the bylaws of the proposed group;

10 (5) a copy of the agreement between the group and each m em ber

11 securing the payment of workers’ compensation benefits; the agreement must in c lude

12 a provis ion for payment ol assessments as provided under AS 21.47.180;

13 (6) designation of the in itia l board of trustees and administrator;

14 (7) the address in this state where the books and records of the group

15 shall be m aintained at all times;

16 (8) a pro forma financial statement on a form acceptable to the director

17 show ing the financia l 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

20 exem ption from taxation under 26 U .S .C . 501(a); and

21 (10) proof of payment to the group by each m em ber of not less than

22 25 percent of that m em ber’s first year estimated annual net prem ium  on a date

23 prescribed by the director; payment shall be considered to be part of the first year

24 prem ium  payment of a member if the proposed group is granted a certificate of

25 approval.

26 (b) To  obtain and to maintain its certificate of approval, a workers’

27 com pensation self-insurance group shall meet the fo llow ing  requirements, as w ell as

28 other requirements established by law:

29 (I) a com bined net worth of all members of the group of at least

30 $1,000,000;

31 (2) security in |h q ^ m o unt o f $450,000 foal shall be provided by either

CSHB 116(FIN) -2- 11110116c
Now Tost: Underlined [DELETED TEXT BRACKETED]



1 a surety bond, security deposit, or financia l security endorsement or any

2 com bination  oftf&thftbond, deposit, or endorsement; if  a surety bond is used to meet

3 the security requirement, it shall be issued by a corporate surety com pany authorized

4 to transact business in this state; if  a security deposit is used to meet the security

5 requirement, securities shall be lim ited  to bonds or other evidences of indebtedness

6 issued, assumed, or guaranteed by the United States of Am erica, or by an agency or

7 instrumentality of it; certificates of deposit in a federally insured bank; shares or

8 savings deposits in a federally insured savings and loan association or credit union; or

9 any bond or security issued by a state of the U n ited  States of A m erica  and backed by

10 the fu ll faith and credit of the state; securities shall be deposited with the director and

11 assigned to and made negotiable by the com m issioner of labor under a trust document

12 acceptable to the director; interest accruing on a negotiable security shall be collected

13 and transmitted to the depositor, provided the depositor is not in default; a financial

14 security endorsement, issued as part o f an acceptable excess insurance contract, may

15 be used to meet all or part of the security requirement; the cash, bond, security deposit,

16 or financia l security endorsement must be

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

18 compensation cla im s and associated expenses; and

19 (B) payable upon the failure of the group to pay workers’

20 compensation benefits that it is legally obligated to pay;

21 (3) specific and aggregate excess insurance in a form, in an amount,

22 and by an insurance com pany acceptable to the director; the director may establish

23 m in im u m  requirements for the amount of spec if ic  and aggregate excess insurance

24 based on size differences among groups, types of em ploym ent, years in existence, and

25 other relevant factors, and may perm it a group to meet this requirement by p lacing  in

26 a designated depository securities of the type referred to in (2) of this subsection;

27 (4) an estimated annual standard prem ium  of at least $5Qf)iiOt/ during

28 a group ’s first year of operation; in subsequent years, the annual standard prem ium

29 must be at leastfS7l>6.000^

30 (5) an indem n ity  agreement jo in tly  and severally b ind ing the group and

31 each m em ber of the group to meet the workers’ compensation obligations of each

0-LS0463\L
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m em ber; the indem nity agreement must be in a form prescribed by the director and 

must include m in im um  uniform  substantive provisions prescribed by the director; 

subject to the director’s approval, a group m ay add other provisions needed because 

of its particular circumstances;

(6) a fidelity bond |

w

p a n  a form and amount prescribed by the director; and

(7) a fidelity bond

service com pany in a form and amount prescribed by the director- the director may 

also require the service com pany provid ing c la im  services to furnish a performance 

bond in a form and amount prescribed by the director.

(c) A  group shall notify the director o f any change in the information required 

to be filed  under (a) of this section or in the manner of its com p liance  w ith (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 fund ing do not exist and that funds 

necessary to pay workers’ compensation benefits w ill be availab le on a tim ely basis;

(2) act upon a completed application for a certificate of approval w ith in  

60 days; if, because of the num ber of applications, the director is unable to act upon 

an application w ith in this period, the director m ay have an additional 60 days to act 

on an application;

(3) issue to the group a certificate of approval upon find ing  that the 

proposed group has met all requirements, or the director shall issue an order refusing 

the certificate setting out reasons for refusal upon find ing  that the proposed group docs 

not meet all requirements of this chapter.

(c) A workers’ compensation self-insurance group shall be considered to have 

appointed the director as its attorney to receive service o f legal process issued against 

it in this state. The appointment is irrevocable, binds any successor in interest, and 

remains in effect as long as there is in this state an obligation or liab ility  of the group 

\^for workers’ compensation benefits.

, t e m iu m  ta x ^A  group is subject to the prem ium  fax im posed P

CSHB 116(FIN) -4- HBOIIfic
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Sec. 21.47.040. C ertif ica te  of a p p ro va l; te rm ina t io n , (a) 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 terminated at the request 

of the group or revoked by the director under AS 21.4

(b) The  director may not grant the request of a group to terminate its 

certificate of approval unless the group lias insured or reinsured all incurred workers’ 

compensation obligations w ith an authorized insurer under an agreement filed w ith and 

approved in writing by the director. W orkers’ compensation obligations must include  

both known c la im s and associated expenses and cla im s incurred but not reported and 

associated expenses. Subject to the approval of the director, a group may merge w ith 

another group engaged in the same or s im ilar 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, in c lud ing  a m em ber of 

either group, requests a hearing.

Sec. 21.47.050. E xam ina t io n s . The  director may exam ine the affairs, 

transactions, accounts, records, and assets and liab ilit ies of a group as often as the 

director requires. The expense of an exam ination shall be assessed against the group 

in the same manner that an insurer is assessed for an exam ination.

Sec. 21.47.060. B oard  of trustees: m em bersh ip , powers, duties, a nd  

p ro h ib it io n s ; accounts, (a) A  group shall be operated by a board of trustees of not 

less than five persons w hom  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 com pany, or an owner, officer, 

em ployee of, or another person affiliated w ith the administrator or service com pany  

may not serve on the board 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 c la im s are paid promptly and lake all 

necessary precautions to safeguard the assets of the grouft A t r ^ te c  shall Observe Ttifc

w ith the
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(b) The board of trustees shall

(1) be responsible for all m oney co llected or disbursed from the group 

and segregate all m oney into a c la im s fund account and an adm inistrative fund  

account; at least 70 percent of the net prem ium  shall be p laced into a designated 

depository for the sole purpose of pay ing  cla im s, allocated c la im s expenses, 

reinsurance or excess insurance, and special fund contributions, in c lu d ing  second in jury  

and other loss related funds; this shall be ca lled  the "claims fund account"; the 

rem ain ing net prem ium  shall be p laced into a designated depository for the payment 

of taxes, general regulatory fees and assessments, and adm inistrative costs; this shall 

be ca lled  the "administrative fund account"; the director m ay approve an adm inistrative  

fund account of more than 30 percent and a c la im s fund account o f 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

70 percent;

(2) maintain m inutes of its meetings and make the m inutes availab le

to the director;

(3) designate an administrator to carry out the po lic ies  established by  

the board of trustees and delineate in the written m inutes of its meetings the areas of 

authority the board of trustees delegates to the administrator;

(4) retain an independent certified pub lic  accountant to prepare the 

statement of financia l cond ition required under AS 21.47.100.

(c) The board o f trustees may r.ot

(1) extend credit to ind iv idua l members for payment of a prem ium  

except under a payment plan approved by the director; or

(2) borrow money from the group or in the name of the group, except 

in the ordinary course o f business, without first advis ing  the director of the nature and

CSHB I ir»(FIN) -fi-
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1 purpose of the loan and obtaining prior approval from the director.

2 Sec. 21.47.070. G ro u p  m em be rsh ip ; te rm ina t io n ; lia b ility , (a) An

3 em ployer jo in in g  a workers’ compensation self-insurance group after the group has

4 been issued a certificate of approval shall ( I)  subm it an application for m em bership

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

6 required under AS 21.47.030(b)(5); mem bership m ay not take effect earlier than each

7 m em ber's date of approval. An application for m em bership and approval of the

8 application shall be maintained as a permanent record by the board of trustees.

9 (b) Ind iv idua l m em bership in a group is subject to cancellation by the group

10 under the bylaws of the group. In  addition, ind iv idua l members may elect to terminate

11 their participation in the group. The group shall notify the director and the d iv is ion

12 of workers’ compensation regarding the termination or cancellation of a m em bership.

13 Notice shall be g iven  w ith in  10 days after the termination or cancellation. ^

14 (c) The group shall pay all workers’ compensation benefits for w h ich  a

15 m em ber incurs liab ility  during its period of membership. A  m em ber who elects to

16 terminate its mem bership or is cancelled by a group remains liab le  for any workers’

17 compensation obligations of the group and its members that were incurred during the

18 cance lled  or terminated m em ber’s period of m em bership.

19 (d) A  group m em ber is not relieved of its workers’ compensation liab ilit ies

20 incurred during its period of m embership except through payment by the group or the

21 m em ber of workers’ compensation benefits required under AS 23.30.

22 (e) The inso lvency or bankruptcy of a m em ber does not relieve the group or

23 another m em ber of liab ility  for the payment of any workers’ compensation benefits

24 incurred during the insolvent or bankrupt m em ber’s period of m em bership.

25 Sec. 21.47.080. S erv ice  com pan ies , (a) A service com pany or its employees,

26 officers, or directors may not be an em ployee, officer, or director of, or have either a

27 direct or indirect financia l interest in, an administrator. An administrator or its

28 employees, officers, or directors may not be tin em ployee, officer, or director of, or

29 have either a direct or indirect financial interest in, a service com pany.

30 (b) A  service contract must state that unless the director perm its otherwise, the

31 service com pany shall handle, to conclus ion, all workers' compensation c la im s and

0-LS0463\L
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1 other obligations incurred during the contract period.

2 Sec. 21.47.090. L ice n s in g  o f agent. Except for a salaried em ployee of a

3 group, its administrator, or its service com pany, a person so lic iting  m em bership for a

4 workers’ compensation self-insurance group must be licensed as provided under

5 AS 21.27.

6 Sec. 21.47.100. F in a n c ia l statements and  other reports, (a) A  group shall

7 subm it to the director a statement of the financia l condition of the group that is

8 annua lly  audited by an independent certified pub lic  accountant on or before the last

9 day of the sixth month fo llow ing the end of the group’s fiscal year. •

0-LS0463\L

11 The  financia l statement must be on a form prescribed by the director and must in c lude

12 actuarially appropriate reserves, known as liabilities, for

13 (1) known cla im s and associated expenses;

14 (2) cla im s incurred but not reported and associated expenses;

15 (3) unearned prem iums; and

16 (4) bad debts.

17 (b) The  actuarial op in ion required under (a) of this section shall be g iven  by

18 a m em ber o f the A m erican A cadem y of Actuaries or other qua lified  loss reserve

19 specialist as defined in the annual statement adopted by the National Association of

20 Insurance Com m issioners.

21 (c) A  pers n may not make an untrue statement of a material fact, or om it to

22 state a material fact necessary in order to make the statement made, in light o f the

23 circumstances under w h ich  it is made, not m isleading, in connection w ith the

24 solicitation of mem bership in a group.

25 (d) T he  director may prescribe the format and frequency o f other required

26 reports in c lud ing  payroll audit reports, summary loss reports, and quarterly financia l

27 statements.

28 Sec. 21.47.110. R eq u ire d  second in ju r y  co n tr ib u t io n . A  group is subject to

29 the required contribution provisions of the second in jury fund under AS 23.30.040.

30 If  an em ployee of it m em ber of a group suffers a compensable injury, the m em ber

31 shall contribute to the second in jury fund as required under AS 23.30.040.

CSIIU 116(FIN) -8- 1100116c
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1 Sec. 21.47.120. M isrep resen ta tio n  p ro h ib ited . A  person m ay not make a

2 material m isrepresentation or om ission of a materia! fact in connection w ith the

3 solicitation of m em bership of a group.

4_______ ___ _— "1§ec. 21.47.130. Investm ents . Funds not needed by a group for current

5 I obligations may be invested by the board o f trustees as provided under AS 21.21.

6 Sec. 21.47.140. Rates and  repo rt ing  of rates, (a) A  workers’ compensation

7 self-insurance group shall adhere to the un iform  classification system, uniform

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

9 (b) Prem ium  contributions to the group shall be determ ined by app ly ing  the

10 manual rates and rules to the appropriate classification of a m em ber. P rem ium

11 contributions shall be adjusted by a m em ber’s experience credit or debit. Subject to

12 approval by the director, the prem ium  contributions m ay also be reduced by an

13 advance prem ium  discount reflecting the group’s expense levels and loss experience.

14 (c) Notw ithstanding (b) of this section, a group m ay apply  to the director for

15 perm ission to make its own rates. Rates established under this subsection shall be

16 based on at least five years of the group’s experience.

17 (d) A  group shall use the prem ium  rates designated by the director plus an

18 additional amount representing the m em ber’s portion of estimated expenses. A  group

19 m ay contract w ith an advisory organization approved by the director for assistance in

20 deve lop ing  appropriate rates.

21 (e) A  group shall be audited at least annually by an auditor acceptable to the

22 director to verify proper classifications, experience rating, payroll, and rales. A  report

23 of the audit shall be filed w ith the director in a form acceptable to the director. A

24 group or a m em ber of a group may request a hearing on objections to the

25 classifications. If  the director determines that as a result of an im proper classification

26 a m em ber’s prem ium  contribution is insufficient, the director shall order the group to

27 assess that m em ber an amount equal to the defic iency . If  the director determ ines that

28 as a result of an improper classification a m em ber’s prem ium  is excessive, the director

29 shall order the group to refund to the m em ber the excess prem ium  co llected . The

30 audit required under this subsection shall be at the expense of the group.

31 Sec. 21.47.150. R efunds . d itep lo it im oney for a fiscal
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group shall establish a workers’ com pensa'tibn self-insurance guaranty fund. The

each m em ber o f th e  group shall make a one time on ly  deposit o f1 rve~ ?
, - — - "     _...—~ —~— _—— j    1—_— ---------------------------------- ——-------------- — ~ --1 .... . . .
' pfcrcent o f Uiat m e ^ b ^ r?s es t im a tcd ^n6 aJ  prem h.m  before the stgr t ja Q h e . m em ber’s/1 "
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year in excess o f 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  m em ber shall be g iven  a written description of the refund plan at the 

tim e of application for mem bership. A  refund for any fiscal year shall be paid on ly  

to those em ployers who remain participants in the group for the entire fiscal year.

Sec. 21.47.160. P re m iu m  paym en t; reserves, (a) A  group shall establish to 

the satisfaction of the director a prem ium  payment plan; the plan must in c lude

(b) A  group shall establish and maintain actuarially appropriate loss reserves 

that must in c lude reserves

(1) for known cla im s and associated expenses;

(2) for c la im s incurred but not reported and associated expenses; and

(3) o fade2 <

group’s fiscathe

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

historical experience of the group or other groups.

S I

yeax w ith  .the^group.. A  deposit made under this-sectionshaH be refunded—*
i"  ...........   i >i o. . . _ , ■»» ■ r  * • ■ 1 • 1)11 ^ r - y n ! ,  —*■ ■ y

to a m em ber who leaves the group if  the group does not have a d e fic ie n cy  and is not

Sec. 21.47.180. Defic its  and  inso lvencies, (a) If  the assets of a group are a! 

any time insufficient to enable the group to discharge its legal liab ilit ies  and other

CSHB 116(FIN) -10- HB0116c
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obligations and to maintain the reserves required of it under this chapter, it shall 

im m ed iate ly  make up the defic iency  or levy an assessment upon the group members 

for the amount needed to make up the defic iency .

(b) In  the event of a defic iency  in any fiscal year, the defic iency  shall be made 

up im m ed iate ly , either from

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

(2) adm inistrative funds;

(5) assessment o f the membership, if  ordered by the group 

i and (4) of this subsection are e xhaus ted  or

(6) an alternate method that the director m ay approve or direct.

(c) T he  director shall be notified before a transfer o f surplus funds from one 

fiscal year to another. If  a group fails to assess its members or to otherwise make up 

a deficit w ith in  30 days, the director shall order the group to make up the deficit.

(d) If  a group fails to make the required assessment o f its members w ith in  30 

days after the director orders it to do so, or if  the defic iency  is not fu lly made up 

w ith in  60 days after the date on w h ich  the assessment is made, or w ith in  a longer 

period of tim e that is specified by the director, the group shall be considered to be 

inso lvent. '

" fey"*The director shall proceed against an insolvent group in the same manner] 

s the director w ould  proceed against an insolvent domestic insurer in this state as[ i 

provided under AS 21.78.

(0 In the event of the liqu idation of a group, the director shall levy  an 

assessment upon its members in an amount the director determ ines to be necessary to 

discharge all liab ilit ies of the group, in c lud ing  the reasonable cost of liqu idation.

Sec. 21.47.190. Penalties, (a) After notice and opportunity for a hearing, the 

director may impose a c iv il pena lly on a person or group found to be in vio lation of 

any provis ion o f this chapter.^ The c jv il penalty may not excccd^5.60)l'or each act or 

vio lation and m ay not exceed $5,Q00*jn the aggregate.

(b) After notice and opportunity for a hearing, the director m ay issue an order

unoi i6c -ii-
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1 requiring a person or group to cease and desist from engaging in an act or practice

2 found to be in v io lation of any provision of this chapter.

3 (c) Upon a find ing, after notice and opportunity for a hearing, that a person

4 or group has know ing ly  vio lated a cease and desist order, the director may

5 (1) impose a c iv il penalty of not more than ^OQtT-for each act or

6 vio lation of the order not to exceed an aggregate amount of $2|§(ftS^or

7 (2) revoke the group’s certificate of approval or any insurance license

8 held by the person.

0 Sec. 21.47.200. R evocation  of certifica te  o f a ppro va l, (a) After notice and

0-LS0463\L

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 prem ium  tax, regulatory fee or assessment, or 

special fund contribution imposed upon the group; or

(3) fails to com p ly  with any of the provisions of this chapter or w ith 

any law ful order of the director w ith in the time prescribed.

(b) In addition to (a) of this section, the director may revoke a group’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 m isrepresentation in the application for the 

certificate of approval; or

(3) the group or its administrator has misappropriated, converted, 

illega lly  w ithheld, or refused to pay over upon proper demand any m oney that belongs 

to a member, an em ployee 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. 21.47.500. D efin it ions . In this chapter,

( I)  "administrator" means an ind iv idua l, partnership, or corporation 

engaged by a workers’ compensation self-insurance group’s board of trustees to carry

CSIIB 116(F1N) -12- HB0116c
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1 out the po lic ies established by the group’s board o f trustees and to provide day-to-day

2 m anagem ent of the group;

3 (2) "insolvent" or " inso lvency” means the inab ility  of a workers’

4 com pensation self-insurance group to pay its outstanding lawful obligations as the

5 obligations mature in the regular course of business, as may be shown either by an

6 excess o f its required reserves and other liab ilities over its assets or by its not having

7 sufficient assets to reinsure all of its outstanding liab ilit ies after pay ing  all accrued

8 c la im s  ow ed by the group;

9 (3) "net prem ium" means prem ium  derived from standard prem ium

10 adjusted by an advance prem ium  discount;

11 (4) "service company" means a person that provides services not

12 provided by the administrator, in c lud ing

13 (A) cla im s adjustment;

14 (B) safety engineering;

15 (C) com pilation of statistics and the preparation of prem ium ,

16 loss, and tax reports;

17 (D) preparation of required self-insurance reports;

18 (E) development of m em bers’ assessments and fees; and

19 (F) administration of a c la im  fund;

20 (5) "standard prem ium" means the prem ium  derived from the manual

21 rates adjusted by experience modification factors but before advance prem ium

22 discounts;

23 (6) "workers’ compensation self-insurance group" or "group" means a

24 not-for-profit association that has qualified  as a trade organization under 26 U .S .C .

25 501(c)(6) (Internal Revenue Code) and is exempt from taxation under 26 U .S .C . 501(a)

26 (Internal R evenue Code), and consists of1 lO jW  more employers who are engaged in

27 the same or s im ilar type of business, who are members of the same bona fide trade or

28 professional association that has been in existence for not less than five years, and who

29 enter into agreements to pool their liab ilities for workers’ compensation benefits in this

30 state.
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IIB0116c -13- CSHB 116(FIN)
New Text Underlined IDELETED TEXT BRACKED ED]



rrurn. victoria 10; Laoor & uomrnerce udtc. ■»lotot lima. •?, ir..do rivi raye o ui

Anchor E lectric
5362 Commercial Blvd. 

Juneau, AK 99801
Phone 907-7*0-3690 
Fax 907-780-3692 

Email aochor@ptialaika.net

Dear Members o f the House Labor and Commerce Committee,

The Alaska State Home Builders Association has been working with the state legislature 
and governor to pass legislation that w ill allow our association and other associations in  
the state to self insure for workers compensation insurance through pooling arrangements.

This type of legislation has been enacted in  over forty other states with fourteen o f these 
states utilizing this type of legislation. As a consequence, workers compensation costs 
have decreased dramatically for those members of state home builders associations 
utilizing this type o f legislation. Experience has shown that when an association self 
insures for workers compensation the members of the association tend to focii3 on fraud 
and safety issues m uch more closely than their previous for-profit insurance companies 
causing rates to dramatically decrease.

Workers compensation costs are a substantial portion o f the costs of bu ild ing a new house 
in  Alaska; the average workers compensation cost for a new home in  Alaska is in  the area 
of S4000 to $6000. This cost places a burden on both the consumer of that house and the 
builder of that house. N ew  housing is expensive in Alaska. Anything we can do to 
reduce the cost w ill benefit both the consumer and the new home builders in  Alaska. As 
mentioned, the workers compensation pooling legislation we support has been shown to 
decrease these costs through reduction in fraud, Improved safety efforts, and peer

1 and hundreds o f others in  the home building and other association industries support 
this legislation. I ’m  writing to ask that you also support this legislation. Thank you for 
your help on this issue o f critical importance to the economic health and diversification of 
our great state.

pressure.

Associate Member

H o m e  Builders Association of Juneau, Inc.

mailto:aochor@ptialaika.net
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BARNEY & BERG LIN, INC., GENERAL CONTRACTORS 
P.O. BOX 85272 FAIRBANKS, ALASKA 99708 

(907) 457*5606 FAX (907) 457-5600

J«ff Bnnacy Dill Bcrglln

April 22, 1907

Chair of thd Sonata
Labor and Commerce Committee

Dear Loren Leman:

The Alaska State Home Builders Association has been working with the state legislature and 
governor to pass legislation that will allow our association and other association* In the slate to 
self insure for worker’s compensation Insurance through pooling arrangements.

This type of legislation has been enacted In over forty other states with fourteen of these states 
utilizing the pooling process. As a consequence, workers compensation costs have decreased 
dramatically for those members of state home builders assodatlona utilizing thla type of 
legislation. Experience has shown that when an association self Insures for workers 
compensation the members of tne association tend to focus on fraud and safety Issues much 
more closely that their previous 'for profit' insurance companies causing rates to dramatically 
decrease.

Workers compensation coats are a substantial portion of the costa of building c new house In 
Alaska. The average workers compensation cost for a new home in Alaska Is In the area of 
54,000 to $0,000. This coat places a burdon on both the consumer of that house and the 
builder of the house. New housing Is expensive in Alaska, ft anything we can do to reduce the 
cobI will benefit both the consumer and the new homo builders. As mentioned, the worker's 
compensation pooling legislation we support has bean shown to decrease those costs through 
reduction In fraud, improved safety efforts and peer pressure.

I, and hundrods of others In the home building and other associated Industries, support this 
legislation. I’m writing to ask that you also support it.

Thank you for your help on this Issue of critical Importance to the economic health and 
diversification of our great state.
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KEVIMJ SULHVAM 
ELIZABETH A ZIEOIF.P

FEB 0 4  IK?
The Honorable Loren Lem an, Cha ir  
Senate Labor and Com m erce Com m ittee  
Room 115, State Capital 
Juneau, A K  99801

Dear M r. Chairm an,

The Alaska State Hom e Builders Association has been work ing with the state legislature and 
governor to pass legislation that w ill a liow  our association and other associations in the state to self 
insure for workers compensation insurance through pooling arrangements.

Th is type o f legislation has been enacted in over forty other states with fourteen of these states 
utilizing the pool process. As a consequence, workers compensation costs have decreased 
dramatically for those members of state home builders associations utiliz ing this type of legislation. 
Experience has shown that w hen an association self insures for workers compensation the 
members o fthe  association tend to focus on fraud and safety issues much more closely than their 
previous for-profit insurance companies causing rates to dramatically decrease.

Workers compensation costs are a substantial portion of do ing business in Alaska. As an example, 
the average workers compensation cost for a new home in Alaska is in the area of $4,000 to 
$6,000. T h is  cost places a burden on both the consumer and the supplier. Anything we can do to 
reduce the cost w ill benefit both the consumer and businesses in Alaska. As mentioned, the 
workers compensation pooling legislation we support has been shown to decrease these costs 
through reduction in fraud, im proved safety efforts, and peer pressure.

I and hundreds o f others in the home bu ild ing and other association industries support this 
legislation. I ’m  w riting to ask that you also support this legislation. Thank you for your help on 
this issue of critica l importance to the econom ic health and diversification of our great state.

S incerely

B A X T E R  B R U C E  B R A N D  &  D O U G L A S  
Associate Mem ber
Hom e Builders Association of Juneau, Inc.



jm: victoria i o: isoor a Liomnwca urnim. ■?/ I limt Mill*. lU.t/.lÔ vi
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Dear Members of the House Labor and Commerce Committee,

The Alaska State Home Builders Association baa been working with the state legislature 
and governor to pasa legislation that will allow can association and other associations in 
the stats to self insure for workara compensation insurance through pooling arrangements.

This type of legislation has been enacted In over forty- other states with fourteen of these 
state* Utilizing this type of legislation. As a consequence, workers compensation coats 
have decreased dramatically for wore members of state home builders associations 
utilizing this type of legislation. Experience has shcrwu that when an association self 
insures for workers compensation the members of the association tend to focus on fraud 
toad safety issues much more closely than their previous for-profit insurance companies 
causing rates to dramatically decrease.

Westers compensation coats axe a substantial portion of the costs of building a new house 
in Alaska; the average workers compensation cost for a naw home in Alaska is in the area 
of $4000 to $6000. This ooet places a burden on both the consumer of that bouse and the 
builder of that house, N ow  housing is expensive in Alaska. Anything we can do to 
reduce the cost will benefit both the consumer and the new home builders in Alaska. As 
mentioned, the workers compensation pooling legislation we support h x i been shown to 
decrease theee oost* through reduction in ftaud, improved safety efforts, and peer

1 and hundreds of others In the home building and other association industries support 
this legislation. I’m writing to aak that you also support this legislation. Thank you for 
your help on this issue of critical importance to the economic health and diversification of 
our great state.

pressure.

Associate Member

H o m e  Builders Association of Juneau, Inc.
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January 27,1998

Dear Chairman of the Senate of the Labor and Commerce Committee:

The Alaska Slate Home Builders Association has been working with the slate legislature and the Governor 
to pass legislation that wilt allow our association and other associations in the state to self-insure for 
workers’ compensation insurance through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of these states utilizing 
the pooling process. As a consequence, workers’ compensation costs have decreased dramatically for 
those members of state home builder associations utilizing this type legislation. Experience has shown 
that when an association self insures for workers’ compensation, the members of the association tend to 
focus on fraud and safety issues much more dosaly than the previous “for profit- companies, causing 
rates to dramatically decrease.

Workers' compensation costs are a substantial portion of doing business in AJaska* As an example, an 
average workers’ compensation cost for a new home in Alaska is In the area of $4,000 to $6,000. These 
costs place a burden on both the consumer and the supplier. Anything we can do to reduce the oost wiQ 
benefit both the consumer and businesses in Alaska. As mentioned, the workers’ compensation pooling 
we support has been shown to decrease these costs through reduction in fraud, Improved safety efforts 
and peer prossure.

I and hundreds of others in the building and other industries support this legislation. I am writing to ask 
that you also support this legislation. Thank you for your support on this issue of critical importance to the 
economic health and diversification of our great state.

Sincerely,

(Z- . s  6 A

ASHBA Member

cc: Senator John Torgorson
Senator Jerry Ward



J H N - m - l s a d  1V: Id LULUfNr OUiL-CRDi lni_.

ers, Inc.
R esid en tia l C o n s tru c t io n  & L and  D e v e l o p m e n t ^  2340 Loren Circle, Anchorage, Alaska 9 9 5 1 6 ^ ( 9 0 7 )  2 4 4 -6 2 3 3 (J )  Pax (90 7) 345-6934

. January 14, 1998

j The  H onorab le  Lo ren  Lem an, Chair  
; Senate Labo r and Com m erce  Com m ittee  
j R oom  115, State Capita l 
| Juneau, A laska 99801

| V ia  Fax #(907) 465-3810

. D ear M r . Chairman:

; T he  A laska State H o m e  Builders Association has been work ing w ith the state legislature and 
. governor to pass legislation that w ill a llow  our association and other associations in  the state to self- 
• insure for workers compensation insurance through pooling arrangements,

> T h is  type o f  legislation has been enacted in over forty other states w ith fourteen o f  these states 
; u t iliz ing  the poo ling  process. As a consequence, workers’ compensation costs have decreased 

dramatically for those members o f  state home builders associations utiliz ing this type o f  legislation,
. Experience has shown that w hen an association self-insures for workers com pensation the members 

o f  the association tend to focus on fraud and safety issues. Th is causes rates to dramatically 
decrease.

: Workers’ compensation costs arc a substantial portion o f  do ing business in  Alaska. As an example,
. the average workers’ compensation cost for a new  home in Alaska is approximately $4000 to $6000. 

These costs p lace  a burden on both the consumer and the supplier. Anyth ing w e  can do to reduce  
the cost w il l benefit both the consumer and business in Alaska. As mentioned, the workers' 
com pensation poo ling  legislation w e  support has been shown to decrease these costs through 
reduction in  fraud, im proved safety efforts and peer pressure.

; I  and hundreds o f  others in the bu ild ing and other industries support this legislation, I ’m  w riting  to 
j ask that you  also support this legislation. Thank you for your help on this issue o f  critical importance.

B ill Tay lo r 7 /  
A S H B  A  M em b e r

TOTAL P . 01
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C O Y L E  C O N S T R U C T I O N

P .O . B o x  33724 

Juneau , A laska  99803 

P h o ne  (907) 780-5188 

F a x  (907) 780-5188

Dear Member* o f the Senate Labor and Commerce Committee,

The Alaska State Home Builders Association has been working with the itate legislature 
and governor to p&su legislation that w ill allow our association and other associations in  
the state to self Insure for workers compensation insurance through pooling arrangements.

Th is type o f  legislation has been enacted in  over forty other states with fourteen o f  these 
states utiliz ing  this type of legislation. As a consequence, workers compensation costs 
have decreased dramatically for those members of state home builders associations 
utiliz ing this type of legislation. Experience has shown that when an association self 
insures for workers compensation the member* o f the association tend to focus on fraud 
and safety issue* much more closely than their previous for-profit insurance companies 
causing rates to dramatically decrease.

Workers compensation cost* are a substantial portion of the costs o f bu ild ing a new  house 
In  Alaska; the average workers compensation cost for a new home in  Alaska is in  the area 
o f $4000 to $6000. This coat places a burden on both tha consumer o f that house and the 
builder o f that houso. N ew  housing is expensive in  Alaska, Anything we can do to 
reduce the coat w ill benefit both the consumer and the new home builders in  Alaska. As 
mentioned, the workers compensation pooling legislation we support has been shown to 
decrease these cost* through reduction in  fraud, improved safety efforts, and peer 
pressure.

1 and hundreds o f others in the home building and other association industries support 
this legislation, I'm  writing to ask that yoii also support this legislation. Thank you for 
your help on this issue o f critical importance to the economic health and diversification of 
our great state.

S incerely

Builder Member
H o m e  Builders Association'df Juneau, Inc.
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February 20, 1997

Representative Gary Davis 
Room 513, State Capitol 
Juneau, Alaska 99801-1182

Dear Representative Davis:

The Alaska State Home Builders Association has bean working with the state legislature and the gov­
ernor to pass legislation that will allow our association and other associations in the state to self in­
sure for workers’ compensation Insurance through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of these states utiliz­
ing the pooling process. As a result, workers' compensation costs have decreased dramatically for 
those members of state home building associations utilizing this type of legislation. Experience has 
shown that when an association self insures for workers' compensation, the members of the associa­
tion tend to focus on fraud and safety issues more closely than their previous for profit insurance 
companies, causing rates to dramatically decrease.

Workers' compensation costs are a substantial portion of the cost of building a new house In AJaska; 
the average workers' compensation cost for a new home in Alaska is in the area of $4,000 to $6,000. 
This cost places a burden on both the consumer and the builder of that new house. New housing is ex­
pensive in Aiaska, anything we can do to reduce the cost will benefit both the consumer and the new 
home builders in our state. As mentioned, the workers' compensation pooling legislation we support 
has shown to decrease these costs through reduction in fraud, improvement in safety efforts and peer 
pressure.

I and hundreds of others In the home building and associated industries support this legislation. I a m

writing to ask that you also support this legislation. Thank you for your help on this issue of critical

importance to the economic health and diversification of pur groat state.

Sincerely,



1-27-1998  3 : 1 8 P M  F R O M K.  /

D A V I S  B L O C K  

a n d  C O N C R E T E

January 27,1998

Dear Chairman of the Senate of the Labor and Commerce Committee:

The Alaska State Home Builders Association has been working with the state legislature and the Governor 
to pass legislation that will allow our association and other associations in the state to self-insure for 
workers’ compensation insurance through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of these states utilizing 
the pooling process. As a consequence, workers' compensation costs have decreased dramatically for 
those members of state home builder associations utilizing this type legislation. Experience has shown 
that when an association self insures for workers’ compensation, the members of the association tend to 
focus on fraud and safety issues much more closely than the previous Tor profit" companies, causing 
rates to dramatically decrease.

Workers' compensation costs are a substantial portion of doing business in Alaska. As an example, an 
average workers' compensation cost for a new home in Alaska Is in the area of $4,000 to $6,000. These 
costs place a btrrden on both the consumer and the supplier. Anything we can do to reduce the cost will 
benefit both the consumer and businesses in Alaska. As mentioned, the workers’ compensation pooling 
wo support has been shown to decrease these costs through reduction in fraud, Improved safety efforts 
and p g o t  pressure.

I and hundreds of others in the building and other industries support this legislation. I am writing to ask 
that you also support this legislation. Thank you for your support on this issue of critical importance to the 
economic health and diversification of our great state.

Sincerely, 

ASH8A Member

cc: Senator John Torgerson
Senator Jerry Ward

Anchorage Office: 7890 Lake OfiS Pky. Suita 102 Office: SO I  349 1699 Fax 349 2270 
Ooldotna. Offico: P.O. Box 126, Soldotna Aleaka 8B668 Office: 907 2B2 5106 Fax: 262 3122
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907 458-7927

D e n a l i  B u i l d e r s ,  I n c .

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

Chair of the Senate
Labor and Commerce Committee

Dear Loren I eman.

The Alaska State Home Bfildeis Association has been w alk ing  with th* st.ite 
legislature and governor to pass legislation that will allow our association and 
other associations In the state to self Insure for worker's compensuti-n 
insurance through pooling arrangements

This type of legislation has been enacted in ove> fo iiy  oilier states with 
fourteen of t h e e  states utilizing the pooling process. As a consequen t, 
workers compensation costs have decreased dramatically for those m em ben  of 
state home builders associations utilizing this type of legislation. Txpcr 
has shown thtt when an association self Insuics for workers com pensated me 
members of !•' • association tend to focus on fraud and safety issues mutli 
more closely lim n their previous 'for p iofn' Insurance companies causing rates 
to dramatically decrease.

Workois compensation costs are a substantial portion of the costs of build ing .1 
new house In Alaska . The average worker:, compensation tost fur a new home 
in Alaska Is In the area of 54,000 to 56.000. This cost places a burden on 
both the consumer of that house anil ihc builder cf  the house. New housing is 
expensive in Alaska, anything we can do 1 0  reduce the cost w ill benefit both the 
consumer and the new home builders. As mentioned, the w u ik ii's  
compensation pooling legislation wc support has been shown to douea tc th. se 
costs through reduction In fraud, Improved safety efforts and peer p ressu re.

I, and hundreds uf others In the home build ing and other associated industries, 
support this legislation. I'm writing to ask that you also support It.

Thank yotr for yo"r help on this Issue of critical Importance to the ‘coimmlc 
health and diversification of our great state.

Sincerely,

S p e c i a l i z i n g  i n  J iig fi Q t i a f i l y  J f o m e s  •  O C e tv  (£' O Z e m o d e f s  
1 9 3 1  H i l l i n g  A v e n u e  • F a i r b a n k s .  A l a s k a  • 9 9 7 0 9
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(907) 116.6540

t'Jeur Members of the Senate Labor and Commerce Committee,

The Alaska Stale Home Builders Association has been working with the stale legislature 
und governor to p&sa legislation that will allow our association and other associations in 
the state to se lf insure for workers compensation insurance through pooling arrangements.

This type o f legislation has been enacted in over forty other states with fourteen of these 
stales utiliz ing this type of legislation. As a consequence, workers compensation costs 
have decreased dramatically for those members of state home builders associations 
utiliz ing this type of legislation. Experience has shown that when on association aalf 
insures for workers compensation the members ofthe association lend to focus on fraud 
and safety issues much more closely than their previous for-profit insurance companies 
causing rates to dramatically decrease.

Workers compensation costs are a substantial portion of the costs of build ing a new  house 
in Alaska; the average workers compensation cost for a new home In Alaska is in  the area 
of $4000 to $6000. This cost places a burden on both the consumer of that house and the 
builder o f that house. N ew  housing is expensive in Alaska. Anything we can do to 
reduce the cost w ill benefit both the consumer and the new home builders in  Alaska. As 
mentioned, the workers compensation pooling legislation wc support has been shown to 
decrease these costs through reduction in ftaud. improved safely efforts, and peer 
pressure,

1 and hundreds of others in  the home building and other association industries support 
this legislation. I'm  writing to ask that you also support this legislation. Thank you for 
your help on this issue of critical importance to the economic health and diversification of 
our great state.

Sincerely,

Builder Member "

H o m e  Builders Association of Juneau, Inc.
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F r e e d o m
Mortgage Company

January 27, 1998

Dear Chairman of the Senate of the Labor and Commerce Committee:

The Alaska State Home Builders Association has been working with the state legislature and the Governor 
to pass legislation that will allow our association and other associations in the state to self-insure for 
workers’ compensation insurance through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of these states utilizing 
the pooling process. As a consequence, workers’ compensation costs have decreased dramatically for 
those members of state home builder associations utilizing this type legislation. Experience has shown 
that when an association self insures for workers’ compensation, the members of the association tend to 
focus on fraud and safety Issues much more closely than the previous Tor profit" companies, causing 
rates to dramatically decrease.

Workers’ compensation costs are a substantial portion of doing business In Alaska. As an example, an 
average workers' compensation cost for a new home in Alaska is In the area of $4,000 to $6,000. These 
costs place a burden on both the consumer and the supplier. Anything we can do to reduce the cost will 
benefit both the consumer and businesses in Alaska. As mentioned, the workers* compensation pooling 
we support has been shown to decrease these costs through reduction in fraud, improved safety efforts 
and peer pressure.

I and hundreds of others in the building and other industries support this legislation. I am writing to ask 
that you also support this legislation. Thank you for your support on this issue of critical importance to the 
economic health and diversification of our great state.

Sincerely,

ASHBA Member

cc: Senator John Torgerson
Senator Jerry Ward

170 North Birch, Suite 103 •  SokJotaa, Alaska 99669 
(907) 260-4663 -  Fax: (907) 260-4662
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JAN 2 fl loog

January 14, 199S

Dear Chairman o f  the Senate o fth e  Labor and Commerce Committee.

I am currently a member o fth e  Alaska State Home Builders Association and we have been working with the state 
legislature and governor to pass legislation that will allow our association and other associations in the state to se lf 
insure through pooling arrangements.

Workers compensation costs are a large portion o f  doing business in this state. My clients are constant!) amazed 
at the cost incurred toward the home o f  their dreams As you know, costs in the State o f  Alaska are already inflated 
beyond many other states and an additional S5000 .00 figure added to building costs are to say the least, staggering. 
These costs put a burden on the consumer as well as the supplier. A substantial reduction o f  these costs by 
pooling would allow new homeowners to increase their buying power and allow them to afford a better home 
Pooling would also reduce fraud, improve safety measures, and reduce peer pressures.

This type o f  legislation has been enacted in over forty other states and fourteen states are utilizing the pooling 
process. As a consequence, workers compensation costs have decreased dramatically fo r those members o f  state 
home-building associations utilizing this type o f  legislation Why have the big insurance concerns dictating their 
own benefits-7

1 am writing for your support in this matter. I and many others in the building trade as well as the consumers that 
would benefit from this legislation thank you fo r your consideration in this matter

Sincerelv.

Charles R Dearden
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NURSERY
1301 Hufftnan Road. Suite 206. Anchorage, Akisfca 99615 * Phone (907)561*6296 • Fax (907) 345-7063

D ear Chairman o f  the Senate Labor and Commerce Committee:

The Alaska State Hom e Builders Association has been.working.wTth the  sta te  legislature 
and governor to  pass legislation that will allow our association and other association in the 
state to  se lf  insure fo r w orkers compensation insurance through pooling, arrangements.

This type o f  legislation has been enacted in over forty other states with fourteen o f  these 
states utilizing the pooling process.. As a consequence; w orkers compensation costs hayc 
decreased dramatically for those members o f  state hom e builders associations utilizing this 
type o f  legislation. Experience has. shown that when an association self insures, for 
w orkers com pensate the members o f  the association tend to  focus on fraud and eaflsty 
issues much m ore closely than.their previous foe profit insurance companies causing rates 
to  dramatically decrease.

W orkers compensation costs are a substantial portion o f  doing.business, in  A laska.. As an 
example the  average w orkers compensation cost for a new home in Alaska is in the area o f  
$4,000 to  $6,000, These costs place s  burden o n  both, the, consumer and the.supplier. 
Anything w  can do to  reduce the cost will benefit both the consumer and businesses in 
Alaska. As m entioned, the w orkers compensation pooling g legislation we. support has 
been shown to  decrease these costs through reduction in flrcud, improved safety efforts 
and peer pressure.

I  and many o ther in no n p ro fit association management and other associated industries 
support this legislation. I’m writing to  ask that you also support his legislation. Thank 
you fo r your help on tin's issue o f  critical import arecc. to the economic health and 
diversification o f  ou r great state.

President
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GREENRIDGE CUSTOM HOMES, INC, M a rk  & Vicki Fritzler 
950 Pinion Drive  
WasUla, A K 99654

907-376-5884 
907-376-5528 (fax)

The Honorable Norm Roakberg March 21,1997
House Labor and Commerce Committee 
Alaska State Legislature 
State Capitol MS 3100 
Juneau, AK 99801

Dear Representative Roakberg and members of the House Labor and Commence Commrtte:

The Alaska State Home Builders Association has been working with the state legislature and the 
Governor to pass legislation that will enable our association and other associations in the state to 
self-insure for workers compensation insurance through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of these states 
utilizing the pooling process. As a consequence, workers compensation costs have decreased 
dramatically for those members of state home builders associations utilizing this type of 
legislation. Experience has shown that when an association self insures for workers compensation 
the members of the association tend to focus on fraud and safety issues more closeiy than their 
previous for profit companies, causing rates to dramatically decrease.

Workers compensation costs are a substantial portion ofthe costs of building a new house in 
Alaska; the average workers compensation cost for a new home in Alaska is in the neighborhood 
of $4,000.00 to $6,000.00. This cost places a burden on both the consumer of that house and the 
builder of that house. New housing is expensive in Alaska, anything we can do to reduce the cost 
will benefit both the consumer and the new home builders in Alaska. As mentioned, the workers 
compensation pooling legislation we support has been shown to decrease these costs through 
reduction in fraud, improved safety efforts, and peer pressure.

T and tnmdr*d« o f  otkar* In ih* komo building and otk*r acoo«i*4«d induotnM support Dili
legislation. I'm writing to ask that you also support this legislation. Thank you for your help on 
this issue of critical importance to the economic health and diversification of our great state.

Sincerely,



M a r k  A .  H o l o m b o  

H  &  H  D r y  w a l l  C o n s t r u c t i o n  
8500  E a s t  V a l le y  C o u r t  
J u n e a u ,  A la s k a  99801 

(907)789-5235

February 3, 1998

The Honorable Loren Leman, Chair 
Senate Labor and Commerce Committee 
Room 115, State Capital 
Juneau, AK 99S01

Dear Mr. Chairman,

The Alaska State Home Builders Association has been working with the state legislature and 
governor to pass legislation that will allow our association and other associations in the state to self 
insure for workers compensation insurance through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of these states 
utilizing the pool process. As a consequence, workers compensation costs have decreased 
dramatically for those members of state home builders associations utilizing this type of legislation. 
Experience has shown that when an association self insures for workers compensation the 
members of 'he association tend to focus on fraud and safety issues much more closely than their 
previous for-profit insurance companies causing rates to dramatically decrease.

Workers compensation costs are a substantial portion of doing business in Alaska. As an example, 
the average workers compensation cost for a new home in Alaska is in the area of $4,000 to 
$6,000. This cost places a burden on both the consumer and the supplier. Anything we can do to 
reduce the cost will benefit both the consumer and businesses in Alaska. As mentioned, the 
workers compensation pooling legislation we support has been shown to decrease these costs 
through reduction in fraud, improved safety efforts, and peer pressure.

1 and hundreds of others in the home building and other association industries support this 
legislation. I’m writing to ask that you also support this legislation. Thank you for your help on 
this issue of critical importance to the economic health and diversification of our great state.

Sincerely,
'T Y V ^ v ^ J ^ l -U - L  _ _

I-I & H Drywall 
Associate Member
Home Builders Association of Juneau, Inc.
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HALL QUALITY BUILDERS
R E SID E N T IA L • C O M M ER CIA L * A PA RTM EN TS 

P.O. BO X 2029. KENAI, ALASKA 99611 * (907) 283-7007

January 27,1998

Dear Chairman of the Senate of the Labor and Commerce Committee:

The Alaska State Home Builders Association has been working with the state legislature and the Governor 
to pass legislation that will allow our association and other associations in the state to self-insure for 
workers’ compensation insurance through pooling arrangements.

This type of legislation has been enacted in over forty other statac with fourteen of these states utilizing 
the pooling process. As a consequence, workers’ compensation costs have decreased dramatically for 
those members of state home builder associations utilizing this type legislation. Experience has shown 
that when an association self insures for workers’ compensation, the members of the association tend to 
focus on fraud and safety issues much more dosely than the previous “for profit" companies, causing 
rates to dramatically decrease.

Workers' compensation costs are a substantial portion of doing business in Alaska. As an example, an 
average workers’ compensation cost for a new home in Alaska is In the area of $4,000 to $6,000. These 
costs place a burden on both the consumer and the supplier. Anything we can do to reduce the cost will 
benefit both the consumer and businesses In Alaska. As mentioned, the workers’ compensation pooling 
we support has been shown to decrease these costs through reduction in fraud. Improved safety efforts 
and peer pressure.

I and hundreds of others in the building and other industries support this legislation. I am writing to ask 
that you also support this legislation. Thank you for your support on this issue of critical importance to the 
economic health and diversification of our great state.

ASHBA Member

cc: Senator John Torgerson
Senator Jerry Ward
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H  E A R T  W  O O D
B U I L D E R S  i t W O O D W O R K I N G  

m i  Beverley Ln., Fairbanks. Alaska *59709 (9 0 7 )4 5 5 -6 8 7 0

C h a ir o f the Senate
L a b o r  a n d  C o m m e rc e  C o m m itte e

D e a r  L o re n  L e m a n .

T h e  A la s k a  S ta te  H o m e B u ild e rs  A s s o c ia t io n  h a s  b e en  w o rk in g  w ith  th e  s ta te  

le g is la t u r e  a n d  g o v e rn o r  to  p a s s  le g is la t io n  th a t w ill  a llo w  o u r  a s s o c ia t io n  a n d  

o th e r  a s s o c ia t io n s  In th e  s ta te  to  s e lf  In su te  fa r  w o rk e r 's  c o m p e n s a t io n  

In s u ra n c e  th ro u g h  p o o llr .g  a r ra n g e m e n ts .

T h is  typ e  o f  le g is la t io n  has b een  e n a cte d  In o v e r fo rty  o th e r  s ta te s  w ith  

fo u r te e n  o f  th e s e  s t a t e s  u t il iz in g  th e  p o o lin g  p ro c e s s . A s  a c o n s e q u e n c e ,  
w o r k e r s  c o m p e n s a t io n  c o s ts  h a v e  d e c re a s e d  d ra m a t ic a lly  fo r th o s e  m e m b e rs  c f  

s ta te  h o m e  b u ild e rs  a s s o c ia t io n s  u t il iz in g  th is  ty p e  o f  le g is la t io n . E x p e r ie n c e  

h a s  s h o w n  th a t  w h e n  a n  a s s o c ia t io n  s e lf  in su re s  fo r  w o rk e rs  c o m p e n s a t io n  th e  

m e m b e rs  o f  th e  a s s o c ia t io n  ten d  to  fo cu s  o n  fra u d  a n a  sa fe ty  is s u e s  m u ch  
m o re  c lo s e ly  th a n  th e ir  p re v io u s  'fo r p ro f it ’ In su ra n c e  c o m p a n ie s  c a u s in g  ra te s  

to  d r a m a t ic a l ly  d e c re a s e .

W o rk e rs  c o m p e n s a t io n  c o s ts  a re  a  s u b s ta n t ia l p o rt io n  o f  th e  c o s ts  o f  b u ild in g  a  

n e w  h o u s e  In A l a s k a . T h e  a v e ra g e  w o rk e rs  c o m p e n s a t io n  c o s t  fo r a  n e w  h o m e  

In A la s k a  is  in  th e  a re a  o f  $ 4 ,0 0 0  to $ 6 ,0 0 0 . T h is  co s t  p la c e s  a  b u rd e n  o n  
b o th  th e  c o n s u m e r  o f  th a t  h o u se  an d  th e  b u ild e r  o f  th e  h o u se , N e w  h o u s in g  I*  

e x p e n s iv e  In A la s k a , a n y th in g  w e  c a n  d o  to  re d u ce  th e  c o s t  w ill b e n e f it  b o th  th e  

c o n s u m e r  a n d  th e  n e w  h o m e  b u ild e rs . A s m e n tio n e d , th e  w o rk e r 's  

c o m p e n s a t io n  p o o lin g  le g is la t io n  w e  s u p p o rt  h a s  b e en  sh o w n  to  d e c re a s e  th e se  

c o s ts  th ro u g h  re d u c t io n  m  fra u d , im p ro v e d  sa fe ty  e ffo rts  a n d  p e e r p r e s s u re .

I. a n d  h u n d re d s  o f  o th e rs  in th e  h o m e  b u ild in g  a n d  o th e r a s s o c ia t e d  In d u s tr ie s ,  
s u p p o r t  th is  le g is la t io n . I'm  w r it in g  to  a sk  th a t y o u  a ls o  s u p p o rt  it.

T h a n k  y o u  fo r  y o u r  h e lp  o n  th is  Is su e  o f  c ritica l Im p o rta n tt  to  th e  e c o n o m ic  
H ea lth  a n d  d iv e r s if ic a t io n  o f our  g re a t  s ta te .

Sincerely, / y
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T H E  H E A T I N G  C O M P A N Y
PROFESSIONAL PLUMBING AND HEATING 

5434 SHAUNE ORIVE, B -1 JUNEAU, ALASKA 99001 
(907) 789-3332 FAX (907) 789-68S0

Dear Members ofthe House Labor and C om m erce Coniniittcc,

The Alaska State Home Builders Association has been working with the state legislature 
and governor 10 pass legislation that will allow our association and other associations in 
the state to self insure for workers compensation insurance through pooling arrangements.

This type oflegislation has been enacted tit over forty other states with fourteen o f these 
states utilizing this type oflegislation. As a consequence, workers compensation costs 
have decreased dramatically for those members of state home builders associations 
utilizing this type oflegislation. Experience has shown that when an association self 
insures for workers compensation the members ofthe association tend to focus on fraud 
and safely issues much more closely than their previous for-prolit insurance companies 
causing rates to dramatically decrease.

Workers compensation costa are a substantial portion ofthe costs of building a new house 
in Alaska; the average workers compensation cost for a new home in Alaska is in the area 
ofJ4000 to 56000. This cost places a burden on both the consumer of that house und the 
builder o f  that house. New housing is expensive in Alaska. Anything we can do to 
reduce the cost will benefit both the consumer und the new home builders in Alaska. As 
mentioned, the workers compensation pooling legislation we support has been shown to 
decrease these costs through reduction in fraud, improved safety efforts, and peer 
pressure.

I and hundreds of others in the home building and other association industries support 
this legislation. I ’m writing to ask that you also support this legislation. Thank you for 
your help on this issue of critical importance to the economic health and diversification o f 
our great state.

Sincerely, y  /

Associate Member
Home Builders Association of Juneau, Inc.
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J f*  JO H N SO N  &
SO N S INSULATION

P. 0. Box 2694 
Kenai, Alaska 99611

January 2 7 .1 9 9 8

Dear Chairman of the S en a te  of th e  Labor and Com merce C om m ittee:

The A laska S tate H om e Builders Association has been working w ith  th e  state legislature and th e  G overnor 
to pass legislation that will allow o ur association and other associations in the sta te  to self-insure for 
workers’ com pensation insurance through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of these  s ta tes  utilizing  
the pooling process. As a  consequence, workers' compensation costs  have d ecreased  dram atica lly  for 
those m em bers of s ta te  hom e builder associations utilizing this typ e  legislation. Experience h a s  show n  
that when an association self insures for workere’ compensation, th e  m em bers of the association tend to 
focus on fraud and sa fe ly  issues m uch more closely than the previous Tor profit" com panies, causing  

rates to dramatically decrease.

W orkers’ com pensation costs are a  substantial portion of doing business in A laska. A s an exam ple , an 
average workers* com pensation cost for a new hom e in Alaska is In the  area of $ 4 ,0 0 0  to $ 6 ,0 0 0 . T h ese  
costs place a  burden on both the consum er and the supplier. A nything  w e  can do  to  reduce the  cost win 
benefit both the consum er and businesses In A laska  As m entioned, the  w orkers’ com pensation  pooling 
we support has been show n to decrease  these costs through reduction  in fraud, Im proved sa fe ty  efforts  

and peer pressure.

I and hundreds of o thers in the building and other Industries support this legislation. I am  writing to ask  
that you also support this legislation. Thank you for your support on this issue of critical im portance to the 
economic health and diversification of our great state.

cc: S ena to r John Torgorson
S enator Jony W ard
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January 27, 1998

Dear Chairman of the Senate of the Labor and Commerce Committee:

The Alaska State Home Builders Association has been working with the state legislature and the Governor 
to pass legislation that will allow our association and other associations in the state to self-insure for 
workers' compensation insurance through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of these states utilizing 
the pooling process. As a consequence, workers’ compensation costs have decreased dramatically for 
those members of state home builder associations utilizing this type legislation. Experience has shown 
that when an association self insures for workers' compensation, the members of the association tend to 
focus on fraud and safety issues much more closely than the previous Tor profit" companies, causing 
rates to dramatically decrease.

Workers' compensation costs are a substantial portion of doing business i.i Alaska. As an example, an 
average workers’ compensation cost for a new home in Alaska is in the area of $4,000 to $6,000. These 
costs place a burden on both the consumer and the supplier. Anything we can do to reduce the cost will 
benefit both the consumer and businesses in Alaska. As mentioned, the workers' compensation pooling 
we support has been shown to decrease these costs through reduction in fraud, improved salc-ly efforts 
and peer pressure.

I and hundreds of others in the building and other industries support this legislation. I am writing to ask 
that you also support this legislation. Thank you for your support on this issue of critical importance to the 
economic health and diversification of cur great state.

Sincerely,

ASHBA Member

cc: Senator John Torgerson
Senator Jerry Ward
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PO BOX 1729 • KENAI. AK 99611 • Tetephone 907-283-7521 * ^  907-283-3162

January 27,1998

Dear Chairm an of th e  S e n a te  of the Labor and Com merce C om m ittee:

The A laska S tate H om e Builders Association has been working with the state legislature and the G overnor 
to pass legislation that will allow o ur association and other associations in the  state to self-insure for 
workers' com pensation insurance through pooling arrangements.

This type of legislation has  been enacted  In over forty other states with fourteen of th ese  s ta tes  utilizing 
the pooling process. A s a consequence, workers' compensation costs have  d ecreased  dram atica lly  for 
those m em bers of s ta te  hom e builder associations utilizing this type legislation. E xperience has show n  
that when an  association se lf insures for workers' compensation, th e  m em bers  of th e  association tend  to 
focus on fraud and sa fe ty  issues m uch more closely than the previous l o r  profit-  com panies, causing  

rates to dramatically decrease.

Workers' com pensation costs are  a  substantial portion of doing business in A laska. A s an exam ple , an  
average workers' com pensation cost for a new home in A laska is in the a rea  o f $ 4 ,0 0 0  to $ 6 ,0 0 0 . T h ese  
costs place a  burden on both the consum er and the supplier. Anything w e  can do to  reduce the cost will 
benefit both the co n su m er and businesses in Alaska. As m entioned, the w orkers ' com pensation pooling  
w e support has been  show n to decrease  these costs through reduction in fraud, im proved sa fe ty  efforts  

and peer pressure.

I and hundreds of o thers  in the building and other industries support this legislation. I am  writing to ask  
that you also support this legislation. Thank you fo r  your support on this issue of critical im portance to the  
economic health and diversification of our great state.

Sincerely,

ASH BA  M em ber

cc: Senator John Torgerson
Senator Jerry Ward

K-BEACM • ANCHORAGE • WASlLLA » H O M E R
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January 1998

Dear Chairman o f the Senate o f the Labor and Commerce Committee:

The Alaska State Home Builders Association has been working with the state legislature and 
governor to pass legislation that will allow our association and other associations in the state to 
self-insure for workers compensation insurance through pooling arrangements.

This type oflegislation has been enacted in over forty other states, with fourteen o f these states 
utilizing the pooling process. As a consequence, workers compensation costs have decreased 
dramatically for those members o f  state home builders associations utilizing this type of legis­
lation. Experience has shown that when an association self insures for workers compensation the 
members o f the association tend to focus on fraud and safety issues much more closely than their 
previous, for profit insurance companies, causing rates to dramatically decrease.

Workers compensation costs are a substantial portion o f doing business in Alaska. As an 
example, the average workers compensation cost for a new home in Alaska is in the area o f  
$4,000 to $6,000. These costs place a burden on both the consumer and the supplier. Anything 
we can do to reduce the cost will benefit both the consumer and businesses in Alaska. As men­
tioned, the workers compensation pooling legislation we support has been shown to decrease 
these costs through reduction in fraud, improved safety efforts, and peer pressure.

I, and hundreds o f others in the building and other industries, support this legislation. I’m writing 
to ask that you also support this Ic ** lation. Thank you for your help on this issue o f critical 
importance to the economic health -nd diversification o f  our great state.

Sincerely,

c/vf AM"

K ennedy &  C o . LLC  
C ertified  Public A ccountants  
851 P. W es lp o in t D r. Suite 108  
W osilla, A K  9 9 6 5 4

mailto:konnodpp@corecom.net


From: Vldori* To: Labor & Commarc* Data: 4/23/w Tima: 8:50:52 AM

L an d m ark , Inc.
P.O. Box 355 

Delta Junction, AK 99737

C h a ir  o f  th e  S e n a te

L a b o r  a n d  C o m m e rc e  C o m m itte e

D e a r  L o re n  L e m a n .

T h e  A la s k a  S ta te  H o m e B u ild e rs  A s s o c ia t io n  h a s  b e en  w o r k in g  w ith  th e  s t a t e  

le g is la t u r e  a n d  g o v e rn o r  to  p a s s  le g is la t io n  th a t  w ill a l lo w  o u r  a s s o c ia t io n  a n d  
o th e r  a s s o c ia t io n s  In th e  s ta te  to  se lf  in s u re  fo r  w o r k e r ’ s c o m p e n s a t io n  
In s u ra n c e  th ro u g h  p o o lin g  a rra n g e m e n ts .

T h is  ty p e  o f  le g is la t io n  h a s  b e en  e n a cte d  in  o v e r  fo r t y  o th e r  s ta te s  w ith  

fo u r te e n  o f  th e s e  s ta te *  u t iliz in g  th e  p o o lin g  p ro c e s s , A s a  c o n s e q u e n c e ,  
w o r k e r s  c o m p e n s a t io n  c o s ts  h a v e  d e c re a s e d  d ra m a t ic a lly  Tor th o s e  m e m b e rs  o f  
s ta te  h o m e  b u ild e rs  a s s o c ia t io n s  u t il iz in g  th is  ty p e  o f  le g is la t io n . E x p e r ie n c e  
h a s  s h o w n  th a t  w h e n  a n  a s s o c ia t io n  s e lf  In su re s  fo r  w o r k e rs  c o m p e n s a t io n  th e  

m e m b e rs  o f  th e  a s s o c ia t io n  ten d  to  fo c u s  on  f ra u d  a n d  sa fe ty  is s u e s  m u c h  

m o re  c lo s e ly  tn a n  th e ir  p re v io u s  T o r  p ro fit1 In su ra n c e  c o m p a n ie s  c a u s in g  ra te s  

to  d r a m a t ic a l ly  d e c re a s e .

W o rk e rs  c o m p e n s a t io n  c o s ts  a re  a  s u b s ta n t ia l p o rt io n  o f  th e  c o s t s  o f  b u ild in g  a  
n e w  h o u s e  In A l a s k a . T h e  a v e ra g e  w o rk e rs  c o m p e n s a t io n  c o s t  fo r  a  n e w  h o m e  

In A la s k a  is In th e  a re a  o f 5 4 .0 0 0  to  5 6 ,0 0 0 . T h is  c o s t  p la c e s  a  b u rd e n  on  
b o th  th e  c o n s u m e r  o f  th a t  h o u se  a n d  th e  builder o f  th e  h o u s e . N ew  h o u s in g  It  

e x p e n s iv e  In A la s k a , a n y th in g  w e c a n  d o  to  re d u ce  th e  c o s t  w ill b e n e f it  b o th  th e  

c o n s u m e r  a n d  th e  n ew  h o m e b u ild e rs . A s  m e n t io n e d , th e  w o rk e r 's  
c o m p e n s a t io n  p o o lin g  le g is la t io n  w e  s u p p o r t  has b een  s h o w n  to  d e c re a s e  th e s e  

c o s t s  th ro u g h  re d u c t io n  in f ra u d , Im p ro v id  sa fe ty  e ffo rts  a n d  p e e r  p re s s u re .

I. a n d  h u n d re d s  of o th e rs  In th e  h o m e  b u ild in g  a n d  o th e r  a s s o c ia t e d  in d u s t r ie s ,  

s u p d o i  * th is  le g is la t io n . I'm  w rit in g  to  a s k  th a t  y o u  a ls o  s u p p o r t  It.

T h a n k  y c u  fo r  y o u r  h e lp  o n  th is  is su e  o f  c r it ic * ! Ja ip o rttn cv  to  th e  e c o n o m ic  
h e a lth  a n d  d iv e rs if ic a t io n  o f o u r g re a t  s ta te .

S in c e r e ly ,
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L IG H T H O U S E  E L E C T R IC
P.O. Box 33161 
Juneau , A K  99803

'AN 3 0 iqgq

The Honorable Loren Leman, Chair 
Senate Labor and Commerce Committee 
Room 115, State Capital 
Juneau, Alaska 99801

Dear Mr. Chairman:

The Alaska Stale Home Builder Association has been working with the state legislature 
and governor to pass legislation that will allow our association and other associations in 
the stale to self-insure for workers compensation insurance through pooling 
arrangements.

This type oflegislation has been enacted in over forty other states with fourteen of these 
states utilizing the pooling process. As a consequence, workers compensation costs have 
decreased dramatically for those members of state home builders associations utilizing 
this type of legislation. Experience has shown that when an association self insures for 
workers compensation the members of the association tend to focus on fraud and safety 
issues more closely than their previous for-profit insurance companies causing rates to 
dramatically decrease.

Worker compensation costs arc a substantial poition of doing business in Alaska. As an 
example, the average workers compensation cost fora new home in Alaska is in the area 
of S4,000 to 56,000. These costs place a burden on both the consumer and the supplier. 
Anything we can do to reduce the cost will benefit both the consumer and businesses in 
Alaska. As mentioned, the woikers compensation pooling legislation we support has 
been shown to decrease these costs through reduction in fraud, improved safety efforts 
and peer pressure.

J and hundreds of others in the building and other industries support this legislation. I ’m 
whting to ask that you also support this legislation. Thank you for your help on this issue 
ot critical importance to the economic health and diversification of our great state.

Sincerely,

ASH BA Member



From: Victoria To: Labor & Commarea Data: 4/11/97 Tima: 10:47:10 AM Pafla 2 c M

M A M  S e r v i c e s
PO Bax 240604

___________  Doug toe, AK 99624-0604

Phan* 586-2336 
Fax 586-6332

Dear Members o f the Senate Labor and Commerce Committee,

Tho Alaska State Home Builders Association has been working with the state legislature 
and governor to pass legislation that will allow our association and other associations in 
the state to self insure lor workers compensation insurance through pooling arrangements.

This type o f  legislation has been enacted In over forty other states with fourteen o f  these 
states utilizing this type of legislation. As a consequence, workers compensation costs 
have decreased dramatically for those members o f  state home builders associations 
utilizing t h i s  t y p e  oflegislation. Experience has shown that when an association self 
insures for w o r k e r s  compensation the mtanbers of the association tend to focus o n  fraud 
and safety isauea much more cloddy than (hair previous for-profit insurance companies 
causing r a t e s  to d r a m a t i c a l l y  d e c r e a s e .

Workers compensation costs are a substantial portion o f the costs o f  building a new house 
in Alaska; tho average worker* compensation cost for a new home m Alaska is In the area 
o f $4000 to $6000. This coat place* a burden on both the consumer of that house and the 
builder o f that house. New bousing is expensive in Alaska. Anything wo can do to 
reduce the cost will benefit both the consumer and the naw home builders in Alaska. As 
mentioned, the workers compensation pooling legislation we support has been shown to 
dacreaa* these costs through reduction in fraud, improved safety efforts, and peer 
pressure.

I end hundreds o f others in the home building and other association industries support 
this legislation. I'm writing to aak that you also support this legislation. Thank you for 
your help on this issue o f critical importance to the economic health and diversification o f  
our great state.
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January 13, 1998

Senator Loren Leman, Chair 
Senator Labor & Commerce Committee 
Room 115, State Capital 
Juneau, AK 99801

Dear Senator Leman:

The Alaska State Home Builders Association has been working with the state legislature 
and governor to pass legislation that will allow our association and other association in the 
state to self-insure for workers compensation insurance through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of these 
states utilizing the pooling process. As a consequence, workers compensation costs have 
decreased dramatically for those members of state home builders associations utilizing this 
type oflegislation. Experience has shown that when an association self-insures for 
workers compensation the members of the association tend to focus on fraud and safety 
issues much more closely than their previous for profit insurance companies causing rates 
to dramatically decrease.

Workers compensation costs are a substantial portion of doing business in Alaska. As an 
example, the average workers compensation cost for a new home in Alaska is in the area of 
$4,000-6,000. These costs place a burden on both the consumer and the supplier. 
Anything we can do to reduce the cost will benefit both the consumer and businesses in 
Alaska. As mentioned, the workers compensation pooling legislation we support has been 
shown to decrease these costs through reduction in fraud, improved safety efforts and peer 
pressure.

I and hundreds of others in the building and other industries support this legislation. I am 
writing to ask tha t; >u also support this legislation. Thank you for your help on this issue 
of critical importance to the economic health and diversification of our great state.

118 E. INTERNATIONAL AIRPORT RD. • ANCHORAGE, ALASKA 99518 • (907) 562-2283 OFFICE • (907) 563-8366 FAX

N. CLAIBORNE PORTER, JR., AIA, CGR 
President



P.O. Box 3009 ♦ 150 Trading Boy • Kenqt Alaska 99611
<90 7) 283-7551 FAX (907) 283-3299

January 27,1998

Dear Chairman of th e  S en a te  of the Labor and C om m erce C om m ittee:

The A laska State H o m e  Builders Association has been working w ith the state legislature and the Governor 
to pass legislation th a t will allow our assodatio i and other associations in th e  s ta te  to self-insure for 
workers’ com pensation insurance through pooling arrangem ents.

This type of legislation has been enacted in over forty other states w ith fourteen o f these s lates utilizing 
the pooling process. A s  a  consequence, workers' com pensation costs have d ecreased  dram atically for 
those m em bers of s ta te  hom e builder associations utilizing this ty p e  legislation. E xperience has shown  
that when an association self insures for workers' compensation, th e  m em bers of th e  association tend to  
focus on fraud and s a fe ty  issues m uch more closely than the previous l o r  profit* com panies, causing  
rates to dramatically decrease.

W orkers' com pensation costs are a  substantial portion of doing business in A laska . As an exam ple, an 
average workers’ com pensation  cost for a new hom e in A laska is In  th e  a rea  of $ 4 ,0 0 0  to  $ 6 ,0 0 0 . T h ese  
costs place a burden on  both the consum er and the supplier. Anything w e  can do  to reduce the cost win 
benefit both the  co n su m er and businesses in Alaska. As m entioned, the w o rkers ’ com pensation pooling 
we support has been  show n to decrease these costs through reduction In fraud, im proved safety  efforts 

and peer pressure.

I and hundreds of o th ers  in the  building and other Industries support this legislation. I am  writing to ask  
that you also support th is legislation. Thank you for your support on  this issue of critical im portance to the  
economic health and  diversification of our great state.

A SH B A  M em ber

cc: Senator John Torgerson
Senator Jony Ward

A Morrii Com m unication! Corporation N aw ip ap o r



P K B u i l d e r o
284 For®#tPorkDr 
Ketchikan, AK
ph. 907 225-4480 
fax 007 ZZ5-44BB

January 2 6 ,1 9 9 0

T h e  Honorable Loren Lem an
Senate Labor and com m erce Committee, Room 115
State Capitol
Ju n e a u , A K  9 9 8 0 1 -1 1 8 2

Dear Senator Leman:

As you know, the Alaska State Home Builders Association has been working with 
the state legislature and governor to pass legislation that will allow our association 
and other associations in the state to self-insure for workers compensation insurance 
through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of 
these states utilizing the pooling process. As a consequence, workers 
compensation costs have decreased dramatically for those members of state home 
builders associations utilizing this type of legislation. Experience has shown that 
when an association self Insures for workers compensation the members of the 
association tend to focus on fraud and safety issues much more closely than their 

. previous for profit insurance companies causing rates to dramatically decrease.

Workers compensation costs are a substantial portion of doing business in Alaska. 
As an example, the average workers compensation cost for a new home in Alaska Is 
in the area of $4,000.00 to $6,000.00. These costs place a burden on both the 
consumer and the supplier. Anything we can do to reduce the cost will benefit both 
the consumer and businesses in Alaska. As mentioned, the workers compensation 
pooling legislation we support has been shown to decrease these costs through 
reduction In fraud, improved safety efforts and peer pressure.

I and hundreds of others in the building and other industries support this legislation. 
I'm writing to ask that you also support this legislation. Thank you for your help on 
this issue of critical Importance to the economic health and diversification of our great 
state.

Sincerely,

P. Kelley Roth  
PKBuilders

in/in TOVri saaannaxd 88t>f-S33-/.06 bb :8T 0802/63/30
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STEVE R IC H  GENERAL CONTRACTOR
lie. #20926
P.O. Box 4146
Soldo Inj. AK 99669
(907) 260*5930 Fax (907) 260-5940

January 2 7 ,1 9 9 8

Dear Chairman of th e  S ena te  of the  Labor and C om m erce C om m ittee:

The A laska S la te  H o m e Builders Association has been working w ith the  state legislature and the Governor 
to pass legislation that will allow our association and other associations In the sta te  to self-insure for 
workers' com pensation  insurance through pooling arrangem ents.

This type of legislation has been enacted In over forty other states with fourteen o f th ese  states utilizing 
the pooling process. A s 2 consequence, workers’ compensation costs have d ecreased  dram atically for 
those m em bers of s ta te  hom e builder associations utilizing this ty p e  legislation. Experience has shown  
that when an association self insures for workers’ compensation, th e  m em bers of the  association tend to 
focus on fraud and sa fe ty  issues m uch more closely than the previous “for profit’  com panies, causing  

rates to dramatically decrease.

W orkers’ com pensation costs are a substantial portion of doing business In A laska. A s an exam ple, an 
average workers' com pensation cost for a  new hom e in A laska is in th e  a rea  of $ 4 ,0 0 0  to $ 6 ,000 . T hese  
costs place a  burdon on both the consum er and the supplier. Anything w e can do to  reduce the cost will 
benefit both the co nsu m er and businesses in Alaska. As m entioned, the w orkers’ com pensation pooling 
wo support has b e e n  show n to decrease these costs through reduction in fraud, im proved safe ty  efforts 

and peer pressure.

I and hundreds of o thers  in the building and other industries support this legislation. I am  writing to ask  
that you also support this legislation. Thank you for your support o n  this issue of critical knportanoe to  the 
economic health an d  diversification of our groat state.

A SH BA  M em ber

cc: Senator John Torgerson
Senator Jerry Ward
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THOMAS R  KING & ASSOCIATES 

Real Estate Appraisers and Consultonta

March 28, 1997

Dear Members ofthe Senate Labor and Commerce Committee

The Alaska State Home Builders Association his been working with the state legislature 
and governor to pu s legislation that will allow our association and other associations in 
the state to self insure for workers compensation insurance through pooling arrangements.

This type oflegislation has been enacted in over forty other states with fourteen of these 
states utilising this type oflegislation. M  a consequence, workers compensation costs 
have decreased dramatically for those members of state home builders associations 
utilising this type oflegislation. Experience itas shown thst when an association self 
insures for workers compensation the members ofthe associations tend to focus on fraud 
and safety issues much more closely than their previous for-profit insurance companies 
causing rates to dramatically decrease.

m*
Workers compensation costs are a substantial portion of the costs of building a new house 
in Alaska; the avenge workers compensation cost for A new home in Alaska is in the area 
of $4,000 to $6,000. This cost places a burden on both the consumer of that house and the 
builder o f  that house. New housing it expensive in Alaska, Anything we can do to reduce 
the cost will benefit both the consumer and the new home builders in Alaska. As 
mentioned, the workers compensation pooling legislation we support hax been shown to 
decrease these costs through reduction in fraud, improved safety efforts, and peer 
pressure.

I and hundredj o f  others in the home building and other association industries support this 
legislation. I am writing to aok that you also support this legislation. Thank you for your 
help on this issue o f critical importance tot ha economic health and diversification of our 
great state.

Sincerely,

Thomas
Associate Member
Home Builders Association of Juneau, Ino. •

P.O. Box 94703 • Juneau, Alaska 00808-4709 * (007) 780-2588



TILLY & COMPANY, LTD
TANANA BUILDERS 

P.O. BOX 72080  
FAIRBANKS, ALASKA 99707  

PH: (907) 459-5565 FAX: (907) 462-3175  
AA8608

Feb. 4, 1997

Chair of the Senate
Labor and Commerce Committee

Dear Loren Leman,

The Alaska State Home Builders Association has been working with the state legislature and 
governor to pass legislation that will allow our association and other associations In the state to self 
insure for worker's compensation insurance through pooling arrangements.

This type of legislation has been enacted In over forty other states with fourteen of these states 
utilizing the pooling process. As a consequence, workers compensation costs have decreased 
dramatically for those members of state home builders associations utilizing this type of legislation. 
Experience has shown that when an association self Insures for workers compensation the members 
of the association tend to focus on fraud and safety issues much more closely than their previous "for 
profit" insurance companies causing rates to dramatically decrease.

Workers compensation costs are a substantial portion pf the cost6 of building a new house in 
Alaska. The average workers compensation cost fora new home in Alaska Is in the area of $4,000 to 
$6,000. This cost places a burden on both the consumer of that house and the builder of the house. 
New housing is expensive In Alaska, anything we can do to reduce the cost will benefit both the 
consumer and the new home builders. As mentioned, the worker's compensation pooling legislation 
we support has been shown to decrease these costs through reduction in fraud, improved safety 
efforts and peer pressure.

I, and hundreds of others in the home building and other associated industries, support this 
legislation. Cm writing to ask that you also support it.

Thank you for your help on this Issue of critical Importance to the economic health and diversification 
of our great state.

Sincerefy,

Tilly & Company 
Tanana Builders
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T j f i r t b e r l i i j e  f j o i r ^ s . v .
P.O. Box I I 1646 • Anchorage, A laska 99511-1646 
Telephone (907) 345-8861 • FAX (907) 345-8862

January 20,

The Honorable Loren Leman
Chair, Senate Labor and Commerce Committee
Room 15, State Capital
Juneau, Alaska 99801

Dear Mr. Leman:

The Alaska State Builders Association has been working with the state legislature and governor 
to pass legislation that will allow our association and other associations in the state to self-insure 
for workers compensation insurance through pooling arrangements.

This type oflegislation has been enacted in over forty other states with fourteen of these states 
utilizing the pooling process. As a consequence, workers compensation costs have decreased 
dramatically for those members of state home builders associations utilizing this type of 
legislation. Experience has shown that when an association self insures for workers 
compensation the members of the association tend to focus on fraud and safety issues much more 
closely than previous for profit insurance companies causing rates to dramatically decrease.

Workers compensation costs are a substantial portion of doing business in Alaska. As an 
example, the average workers compensation cost for a new home in Alaska is in the area of 
S4.000 to $6,000. These costs place a burden on both the consumer and the supplier. Anything 
we can do to reduce the cost will benefit both the consumer and businesses in Alaska. As 
mentioned, the workers compensation pooling legislation wc support has been shown to decrease 
these costs through reduction in fraud, improved safety efforts and peer pressure.

I and hundreds of others in the building and other industries support this legislation. I’m writing 
to ask that you also support this legislation. Thank you for your help on these issue of critical 
importance to the economic health and diversification of our great state.

ASHBA Member

^  I
i ^ x

m i 2 o m



TIM M O N S  C O NTRACTING , INC.

P.O. BOX 74520 • FAIRBANKS. AK 99707 
PH: 907-456-7195 • FAX 907-455-8885
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Senator Loren Leman
Chair of the Senate Labor and MAY 1 1 1 9 9 7
Commerce Committee 
Juneau, Alaska

Dear Senator Leman:

The Alaska State Home Builders Association has been working with the state legislature and govenor 
to pass legislation that will allow our association and other associations in the state to self insure 
for worker's compensation through pooling arrangements.

This type of legislation has been enacted in over forty other states with fourteen of these states
utilizing the pooling process. As a consequence, workers compensation costs have decreased 
dramatically for those members of state home builders associations utilizing this type of 
legislation. Experience has shown that when an association self insures for workers compensation 
the members of the association tend to focus on fraud and safety issues much more closely than their 
previous 'for profit’ insurance companies causing rates to dramatically decrease.

Workers compensation costs are a substantial portion of the costs of building a new house in Alaska.
The average workers compensation cost for a new home in Alaska is in the area of $4,000 to
$6,000. This cost places a burden on both the consumer of that house and the builder of the house. 
New housing is expensive in Alaska, anything we can do to reduce the cost will benefit both the 
consumer and the new home builders. As mentioned, the worker's compensation pooling legilation 
we support has been shown to decrease these costs through reduction in fraud, improved safety 
efforts and peer pressue.

I and hundred of others in the home building and other associated industries support this legilation. 
I'm writing to ask that you also support it.

Thank you for your help on this issue of critical importance to the economic health and 
diversification of our great state.

Sincerely,

Brian Harris



T R I - C O  C o n s t r u c t io n ,  Inc.
W a s h in g to n  • A la s k a  • H a w a ii

GENERAL CONTRACTOR

January 1998

The Honorable Loren Leman, Chair JAN 2  (
Senate Labor & Commerce Committee 
Room 115, State Capital 
Juneau, Alaska 99801

Dear Senator Leman:

The Alaska State Home Builders Association has been working with the state legislature and 
governor to pass legislation that will allow our association and other associations in the state to 
self-insure for workers compensation insurance through pooling arrangements.

This type oflegislation has been enacted in over forty other states, with fourteen o f these states 
utilizing the pooling process. As a consequence, workers compensation costs have decreased 
dramatically for those members of state home builders associations utilizing this type oflegis­
lation. Experience has shown that when an association self insures for workers compensation the 

’ members o f  the association tend to focus on fraud and safety issues much more closely than their 
previous, for profit insurance companies, causing rates to dramatically decrease.

Workers compensation costs are a substantial portion of doing business in Alaska. As an 
example, the average workers compensation cost for a new home in Alaska is in the area of 
$4,000 to $6,000. These cost place a burden on both the consumer and the supplier. Anything 
we can do to reduce the cost will benefit both the consumer and businesses in Alaska. As 
mentioned, the workers compensation pooling legislation we support has been shown to decrease 
these costs through reduction in fraud, improved safety efforts, and peer pressure.

1, and hundreds o f  others in the building and other industries, support this legislation. I ’m writing 
to ask that you also support this legislation. Thank you for your help on this issue o f  critical 
importance to the economic health and diversification o f  our great state.

/

ASHBA Member

WASHINGTON
HC-70, Go* 6 3 D • Orondo. WA 9 8 84 3 -9 9 9 0  
Phono: (5 09 ) 7 8 4 -1 944  ■ Fax: (5 09 ) 784 -2775  
Gonor.il Contractor Liconso I RiriH 'IO 'I.XQ I. UOI Mil ' I 1

ALASKA:
2209  Eureka Street • Anchorage. AK 99503  
Phono: (9 0 7 ) 2 7 7 -1 776  • Fax: (9 07 ) 2 7 2 -W 9 -_  _

rn n lf ir ln r  I u'lmr.n ' I  I l»i “
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W . D .  F ie ld  C o n s tru c t io n
P.O. Box 2109S3 

Aukie Bay, Alaska 99821

M a rc h  2 8 , 1997

D e a r M a m b a m  n f  ih e  Se n a te  t abor and C o m m e rc e  C o m m itte e

T h e  A la s k a  S ta te  H o m b u ild e ra  A sso c ia t io n  h as been w o rk in g  w ith  tho state  le g is la tu re  and  

g o v e rn o r to  a l lo w  a sso c ia t io n *  to l e l f  in su re  fo r w o rk e r*  co m p ensatio n  b y  p o o lin g .

A s  a  re su lt o f  th is  ty p e  o f le g is la t io n  being  enacted  in  fo rty  o th e r state* the  co st has decreased  

d ra m a tica lly  fo r  th o se  m em b ers that h a v e  used th is typ e o f  leg islatio n .

I'm  w r it in g  to  a sk  y o u r  support fo r th is leg islation .

W . D . F ie ld

B u ild e r  M e m b e r

H o m b u ild e rt  A sso c ia t io n  o f  Juneau  A la sk a  In c .

Offlct (907) 790-27)6 Kfubllt (907) 321-2234 Horn* (907) 789-2766
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W HITIN G REALTY
HM> H*7J TB4MS r u w i i

D e a r  M e m b e r i o f th e  Senate L a b o r  and C o m m e rce  C o m m ittee ,

T h e  A la s k a  S ta te  H o m e B u ild e rs  A sso c ia t io n  has been  w o rk in g  w ith  the state le g is la tu re  

an d  g o v e rn o r to pass leg islatio n  that w il l  a llo w  o u r asso ciatio n  and o ther a sso c ia t io n s  in  

the state to s e lf  in su re  for w o rkers co m p en satio n  in su ran ce  through p o o lin g  a rran g em ents.

T h is  typ o  o f  le g is la tio n  has been enacted in  o ver fo rty  o ther slates w ith  fo urteen  o f  these  

sta tes u t i l iz in g  th is  typo o f le g is la t io n . A s  a  co n seq uen ce , w o rke rs  co m p e n sa tio n  c a s ts  

h a v e  d e cre a sed  d ra m a tica lly  for tho se  m em b ers o f  state hom o b u ild e rs  a sso c ia t io n s  

u t il iz in g  th is  typ e  o f le g is la t io n . E x p e r ie n c e  has sh o w n  that w h en  an a sso c ia t io n  s e lf  

in su re s  fo r  w o rk e rs  co m pensatio n  the m e m b ers o f  the asso cia tio n  tend to fo cu s  o n  frau d  

an d  s a fe ly  is su e s  m u ch  m o re  c lo se ly  than th e ir  p re v io u s  for-profit in su ra n ce  co m p a n ie s  

ca u s in g  rates to d ra m a tica lly  decrease.

W o rk e rs  co m p e n sa tio n  co sts are a  su bstantia l portion  o f  the co sts o f  b u ild in g  a n e w  house  

in  A la s k a ;  the averag e  w o rkers  co m p ensatio n  co st fo r a  n ew  hom e in  A la s k a  is  in  the area  

o f  S4000 to S6000. T h is  cost p laces a  bu rd en  on  both  the co n su m er o f  that h o u se  an d  the 

b u ild e r  o f  that house . N e w  housing  is  e x p e n s iv e  in  A la sk a . A n y th in g  w o  c a n  do  to 

re d u ce  the co st w i l l  benefit both the co n su m e r and  the n e w  hom e b u ild e rs  in  A la s k a . A s  

m e n tio n e d , the w o rk e rs  com pensation  p o o lin g  le g is la t io n  w e  support h as b een  sh o w n  to 

d e cre a se  these  co sts through reduction  in  frau d , im p ro ved  safety e ffo rts , an d  peer  

p ressu re .

I  a n d  h u n d re d s  o f  others in  the hom e b u ild in g  and other asso ciatio n  In d u strie s  su ppo rt  

th is  re g u la t io n . I 'm  w rit in g  to a sk  that yo u  a lso  su ppo rt this le g is la tio n . T h a n k  y o u  for  

y o u r  h e lp  o n  th is  issue  o f  c r it ica l im p o rtan ca  to the eco n o m ic  health and  d iv e rs if ic a t io n  o f  

o u r g reat state.

An tfld«p«xJ*ol!y im td  wd OpwtoJ M ortr otCokMIl Biniar Rukfrrtfai AfltfWn, Inc.



P R E SE N T A T IO N  T O  
ALASKA S T A T E  L E G ISLA TU R E 

SE N A T E  LA BO R AND C O M M E R C E  C O M M IT T E E  
R E : H B  1 1 6 /S B  9 5

A la s k a  N a t io n a l  I n s u r a n c e  C o m p a n y
Richard L. Block 

Block and Associates

Alaska National is a domestic property and casualty insurer that has been 
providing coverages to Alaskan business since 1900. We have been successful 
in making available a steady and reliable insurance market despite the ebb and 
flow of the economy of the State or presence or absence of oth-.‘r insurance 
markets and we have done so complying fully with the requirements of the 
complex and rigorous regulatory regime in which we operate.

Im p act o f  T his L egislation

HB 116 is a radical change to Alaska law. It will allow groups of commercial 
enterprises to "group self-insure" their workers' compensation exposure 
without the benefit or requirement of those standards which assure, at least, 
minimal capacity to meet the financial and performance obligations imposed on 
regular insurers or individual self-insurers. Alaska National continues to 
oppose this legislation despite the many efforts of the proponents to dress it up 
with proposed amendments that purport to meet our objections but which in 
fact fail to address the real purpose of our opposition.

Last year, we testified vigorously against the passage of this bill. Our 
opposition was based largely on our extensive background in the insurance 
business, our understanding of the fundamental principles of insurance 
accounting and reserve requirements and our general suspicion that, without 
the minimum financial security requirements we were urging, such groups 
would fail and leave the state and the injured workers holding a bag of 
indeterminate large dimensions. Frankly, we did not have a lot of factual 
information about the extent and success or failure of this activity in other 
states. Apparently the proponents, last year, offered little in the way of truly 
factual information from other states beyond citing the few most favorable 
examples.

N eed for F in ancia l un derp inn ing in  a V olatile lin e  o f  insurance

Last year, our objections, which are still just as valid this year, included the 
following.

This bill deals with workers' compensation insurance. Of all the lines of 
insurance that a pooling scheme like this could underwrite, workers’ 
compensation is the most volatile and runs the risk of shifting the burden of
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loss to the most vulnerable constituency in the state and the one least able to 
protect themselves; the injured workers who would be covered by policies 
issued by this pooling scheme.

Any actuary will tell you, and th;o will likely be confirmed by the State Division 
of Insurance, workers’ compensation carries the greatest risk of fluctuation in 
the valuation of loss reserves, has the longest tail, i.e. exposure to the 
underwriter going out for many years, and requires the greatest sophistication 
and technical expertise to manage losses of any line of insurance.

One of the underlying premises of all insurance regulation is that the contract 
upon which so many rely must be backed with sound financial resources so 
that when the obligations come due, which could be anywhere from one year to 
twenty years after the date of the contract, the financial resources will be in 
place to honor those obligations.

The regulatory regime in this and most other states requires minimum 
capitalization of all insurance enterprises, whether stock1, mutual2 or 
reciprocal3. This legislation attempts to exempt these pooling arrangements 
from the capital requirements of licensed insurance entities and establish 
essentially non-existent capital requirements4.

Experience has demonstrated over the years that the current minimums 
allowed today for insuring entities are probably inadequate or at least bare 
minimum. There is no justification for allowing any entity assuming these 
kinds of exposures to have lower capital requirements than what is now in the 
statute.

Proponents of this measure would have you believe that because of the mutual 
exchange of indemnities by the participants in these programs there is 
adequate protection in the combined net worth of the participants. How do we 
know if this is so? There is no requirement that the financial statements of the 
participants be audited. There is no requirement that any one participant have 
a minimum net worth. The requirements of this bill would be met, for example, 
if the $1,000,000 net worth were made up of 50 participants each with a 
$20,000 net worth, a net worth which could be in the form of raw 'and, tools 
and equipment, airplanes or whatever the participant’s firm may have as its 
assets, none of which, incidentally, would be allowable assets for a responsible 
workers’ compensation insurer.

’ A S. 21.09.070 requires stock companies to have $2,750,000 to begin writing workers' 
compensation insurance.
2 A.S. 21.69.220 requires mutual insurers to have $2,000,000 to begin writing workers' 
compensation and imposes minimum initial subscribers and premium.
3 A S. 21.75.050 requires reciprocal insurers to have $1,875,000 plus such additional amount as 
may be set by the director to begin writing workers' compensation.
“ HB 116 sec. 1 re: 21 47.030(b)(1) p. 2 I. 29. The requirement is $1,000,000 of aggregated net 
worth of the participants. I here is no requirement that the pooling entity itself have its own net 
worth.
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The proponents then might suggest that they are purchasing excess and 
aggregate stop loss insurance to minimize their exposure. Indeed this would be 
sound insurance pooling management. Unfortunately, however, this is fraught 
with risks. Let me list a few, which I learned the hard way during my tenure as 
President of a large well-capitalized insurer.

First, underwriters of excess and aggregate stop loss insurance are in the 
business of providing that coverage only so long as the risks to them are 
controllable. There is no assurance that over the long haul coverage will 
always be available or that the contract terms will provide long term, 
irrevocable protection for the pool. There is nothing that would prevent an 
excess carrier providing cover this year from saying they will not write the 
program next year and leaving the employer/participants scrambling to find 
workers’ compensation coverages back in the traditional markets.

Second, much to my dismay, many of the securities, i.e. reinsurance 
companies, that were bound on the excess reinsurance we had protecting 
Alaska National during our early years got into financial difficulty, some even 
becoming insolvent. Some were very large and well respected names in the 
industry when we purchased the reinsurance. It was our capital and our 
financial resources that ultimately filled the gap left when these securities 
failed us. Had we had only the barest minimum capital, or even less as 
proposed here, the resources would not have been in place to fill the gap left by 
those reinsurers who failed us. Despite the best intentions of the creators or 
managers of the plan proposed here, who will be required to fill the gap if one of 
the excess or aggregate stop loss carriers fails? As I see it, it will be the injured 
workersl

Country-W ide S tu d y

That was our testimony last year and remains our concern today. Nothing in 
the new Senate C.S. mitigates these concerns.

Over the summer recess, we have undertaken a more thorough study of how 
these groups are regulated in other states, how these groups perform in other 
states and what impact these groups or the authorizing legislation have had on 
the insurance markets in other states.

Now that we have more concrete information, we still believe that this 
legislation should be opposed and we urge the Legislature to study carefully 
the information, which we found.

As a result of our study, we have made the following findings:

1. There are, in fact, 36 states that currently permit some form of group self- 
insurance. There are several business groups taking advantage of these 
laws and doing so with success which ranges from modest to, in some 
cases, great success with all of the promised savings in workers'

Use o f  E xcess a n d  S top  Loss In su ran c e
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compensation costs being realized. We refer you to the states of, Florida, 
Illinois, Kansas, Louisiana, Michigan, Montana, New Hampshire, New 
Mexico, New York, Pennsylvania and South Carolina.5

2. There are states in which what HB 116 would permit was authorized and 
attempted by some industry groups. The results were a disastrous failure. 
See the results in Iowa, Maine and Oklahoma involving contractors and 
other groups.6

3. There are states that permit what HB 116 would permit and are counted by 
those citing other states as permitting group self-insurance but which, on 
closer inspection, impose such high financial security requirements as to, 
de facto, really not permit the concept to be implemented at all. States such 
as California, Colorado, Hawaii and Vermont fall into this category.7

4. The driving force behind authorization and implementation of group self- 
insurance is either a commercial enterprise which wishes to serve as an 
administrator of these groups for a fee 8 or the failure of the commercial 
insurance industry to provide coverage at any price leaving the business 
community in a crisis-caught between the statutoiy requirement to have 
the coverage and no source to acquire the coverage.9

As a result of our study, we have come to the following conclusions.

5 The states with the largest number of successful groups are New York 60, Michigan 40, 
Pennsylvania 24, Illinois 23, Louisiana 23, and Kansas 21. Note that these states have an 
established business base and large population (personal conversations with individual state 
regulatory agencies, December, 1997).
6 Rita Garland, Insurance Commissioner for the state of Iowa, stated that the law was in place in 
the 1950's and poorly written but barely used. In the 1980's, when the insurance market 
tightened, many employers chose to form self-insured groups. Contractors, truckers and other

oups failed due to poor administration and inadequate reserves for losses. There are only 2 
groups currently in existence, an auto dealer and a nursing home (Ibid. December 15, 1997).

Hawaii and Vermont have no participation also due to a small population base (Ibid. December 
1997). However, California and Colorado do not have that problem and attribute the absence of 
groups to the strict standards set by the state (Ibid.). Mark Ashcraft, Director of Industrial 
Relations, State of California, states that many companies balk at the extensive financial 
disclosure and bond requirements. In addition, group members are considered "domestic 
captives" and cannot leave the original group, which is another feature that insures solvency but is 
not attractive to businesses (Ibid.).
d In Oklahoma, according to Richard Fisher, Worker’s Compensation Court Administrator, third 
party administrators would solicit companies to form groups with the promise of reducing losses 
and saving the company money. The companies woi d then sign up, pay the administrator a fee 
up front and let the administrator make all the decisions regarding insurance. When the actual 
losses started to use up inadequate reserves, the administrator would quit and leave the financial 
mess to the group members who were jointly liable (85.66.1). Groups who found themselves in 
this situation had to assess members to pay for the shortfall in reserves. Those groups who 
experienced such losses never recovered and were forced to dissolve (personal conversation, 
January, 1998).
9 This situation became critical in Pennsylvania in 1993, according to Ron Harvey of the 
Pennsylvania Department of Labor. The private market became so tight that the state had to 
establish a fund lor companies who couldn't find coverage. I he law allowing groups was passed 
due to pressure from uninsured companies (Ibid.).
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A. The single most significant difference between those states that have 
permitted the group self-insurance concept to be implemented successfully 
and those states where the program has not worked well or where there 
have been financial failures, is the presence, either by statute or by 
regulation, of strict requirements for a strong financial underpinning to the 
enterprise in the form of substantial audited financial statements of the 
participants, a substantial dedicated cash base, a substantial bond, 
minimum up front premiums or a combination of these requirements.10

B. Because of competitive dynamics in each of the industries that attempt 
such a program, these programs only work if they are started and operated 
during a crisis in the commercial insurance industry resulting in unusually 
high workers' compensation premiums or the unavailability of any 
insurance at all. If it is a competitive market with insurance readily 
available, either the groups do not have the subscribers it takes to make it 
successful or, if it once was successful, the membership drifts away causing 
the demise of the group, a the states of Arkansas, Georgia, Mississippi, 
Rhode Island and Virginia groups have been very successful, but ha^e 
decreased in number by as much as 50% due to the softening of the 
insurance market.11

In effect, our research into the practical application of such a law in other 
states has confirmed what our intuition and years of experience in the 
insurance industiy led us to tell you last session—these programs will not 
work successfully for the benefit of the injured workers but will prove a costly 
disaster if they are allowed to come into existence without the substantial 
financial underpinning that has made them v/ork in other states, which are 
required of commercial insurers in this state or even required of an individual 
self-insured in this state.12

F in an cia l R eq u irem en ts in  O ther S ta tes

There is no uniformity among the laws of the several states that permit group 
self-insurance. What we have found is that those states that claim successful

10 See California Code of Regs, Title 8, Article 13.
11 Amanda Jamison of the Georgia State Insurance Commission, states that the tight insurance 
market in the early 1963’s made it virtually impossible to obtain insurance and the legislature was 
then forced to pass the law allowing group self-insurance. However, as the market has loosened, 
groups are rapidly dissolving. In the past 2 Yt years, the number of groups has dropped from 42 
to 22. She thinks that in the next few years all the groups will be gone and the law will eventually 
be repealed (personal conversation, December, 1997).
,2 The state of Maine provides an excellent example of inadequate legislation. Groups were 
authorized for self-insurance in the 1920's, but no one actually used the law. When the insurance 
market tightened in the early 1980's, many groups formed. It was quickly realized that the law 
was wholly inadequate and needed major revision. The law was entirely repealed in 1992 and re­
written. This issue caused such turmoil in the legislature that the state government was shut 
down when the governor refused to sign the budget until the issue of group self-insurance was 
resolved (Edwin Wyman, Superintendent of Insurance, State of Maine, personal conversation, 
December, 1997). See Maine statues, Worker's Compensation, Insurance Benefit System, 39.21, 
Subchapter II.
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operation of self-insured groups have, by legislation or regulation imposed 
higher financial responsibility requirements.

STATE MIN NET MIN ADDITIONAL
WORTH SECURITY REQUIREMENTS

Alabama $2.5 Mil $250,000 Ratio of combined current assets to 
combined current liabilities of 1:1, 
combined positive income for last 3 
years

Arizona $10 Mil $250,000 5-Year business history

Arkansas $1 Mil $200,000 Current Ratio of 1:1, working capital
sufficient
to pay claims

California $10 Mil $220,000 $5 Mil shareholders' equity; avg. net 
profit of
$500,000 for 5 years

Colorado N $300,000 5-Year business history; on-site 
claims audit 
required

Connecticut Determined by 
Commission

Determined by 
Commission

3-Year sworn financial stmt, payroll 
and loss reports

Florida $1 Mil $100,000 3-Year financial stmt, 3 x annual std 
premium

Georgia None $350,000 $1 Mil annual premium

Hawaii Determined by 
Commission

Determined by 
Commission

Subjective solvency examination 
done
By committee

Illinois $500,000 $20,000 + 6% 
assets

Services can only be performed by 
licensed 
service co.

Iowa $1 Mil Subjectively
determined

None

Kansas $1 Mil None $250,000 annual premium required

Kentucky $500,000 $250,000 Financial statements must include 
book
value of all assets

Louisiana $1 Mil $100,000 5-year business history; must pass 
state
solvency test

Maine Determined by 
Commission

Determined by 
Commission

$100,000 annual premium, 25% paid 
Dn
1st day of coverage

Maryland $1 Mil 5100,000 Vlust reinsure all incurred workers' 
:omp
obligations i f  te rm ina ting  group
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Massachusel
ts

None $100,000 None !

Michigan $1 Mil $250,000 $500,000 annual gross premium;! 
must 1 
demonstrate reasonable solvency I

Minnesota lOx selectee 
retention limit

110% of all outstanding workers 
comp
liabilities required as security

Mississippi $1 Mil $100,000 Commission requires applicant to 
appear
before a hearing to determine 

eligibility
Missouri $1 Mil $500,000 $1 MU annual premium required

Montana None $250,000 3-year business history, 4-year 
premium
and loss history j

Nevada $2.5 Mil $100,000 5-year business history *

New
Hampshire

None $250,000 $1 Mil annual premium

New Mexico $3 Mil $150,000 Financial statement of each member, 1 
25% of premium required up front

New York None $625,000 Startup capital 40% of expected 
osses

North
Carolina

$500,000 in 
assets

$600,000 $100,000 annual premium required 1

Oklahoma $2 Mil Determined by 
Commission

$400,000 start up premium required

Oregon $1 Mil $300,000 SEC 10-K form required

Pennsylvani
a

$1 Mil $600,000 $500,000 minimum insurance! 
premium

Rhode Island None $100,000 Must maintain loss and transfer fund

South
Carolina

None $250,000 $1 Mil annual premium

Tennessee None $350,000 $1 Mil annual premium

Vermont None Determined by 
Commission

5-year business history

Virginia $1 Mil $250,000 CPA report required

West
Virginia

None $1 MU 'lone

Source: Risk Financing (1997), International Risk Management Institute. 
Dallas, TX.
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If the legislature adopts this bill in its present form, it can take solace in the 
fact that there are some other states that have done similarly. We are urging 
the Alaska Legislature to follow the example of the most responsible states, not 
the states that, because of serious insurance availability problems, settled for 
low standards.

P roposed  A m en d m en ts by th e  Proponents.

Those arguing that HB 116 should be adopted immediately continue to make 
grudging acknowledgment that their bill needs to be .. mended to become 
appropriate even for their own use. Accordingly, they continue to propose 
amendments to meet the non-financial objections from the insurance industry, 
from the Division of Insurance and from the Division of Workers' 
Compensation.

The fact is, however, the proponents have insisted that their membership 
cannot afford to come up with the needed minimum net worth, the minimum 
dedicated cash, or even the audited financial statements of its membership to 
permit verification of compliance with whatever standard is established and 
thus have continued their refusal to make these most essential changes to the 
financial security aspects of the bill.

The cu rren t M arket Place

One of the observations to come from our study is that these programs do not 
work in a competitive environment where premiums are reasonable and where 
there are several markets providing coverage.

Last year we pointed out that, in Alaska, there are reliable markets for workers' 
compensation. Even if there were not voluntary commercial insurers willing to 
write a particular risk, the Assigned Risk Pool provided coverage at rates 
regulated bv the Division of Insurance. Within the last year, the Assigned Risk 
and Voluntary market pricing became even more favorable as the minimum 
policy fee was eliminated; a major cost savings for the smallest business 
entrepreneurs.

Within the last several years workers' compensation rates have come down for 
all employers. These changes are the result of improved experience, favorable 
workers' compensation benefits legislation, increased competition and some 
changes in the way rates are formulated imposed by the Division of Insurance.

These rate adjustments are calculated actuarially by the National Council on 
Compensation Insurance based strictly on loss statistics, payroll reports and 
relevant operating cost factors of the industry.
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OVERALL STATE-WIDE RATE
Year Rate

Jan. 1994 +2.4%
1995 +2.6%
1996 -7.1%
1997 -10.2%
1998 -8.3%

1994-1998 -28.4%

For homebuilders, the improvement in pricing is even more favorable, largely 
because of both national and local improvement in loss experience in the 
classes most used by homebuilders.

HOMEBUILDER STATE-WIDE RATE

$ premium/$ 100 payroll
y—multi-fam-Year carpentry class— Carpe

5645 5651

1994 19.33 10.83
1995 16.90 10.28
1996 16.30 9.14
1997 11.71 9.82
1998 11.22 11.88

The fact that commercial carriers are offering competitive rates is not reason 
alone to prohibit another mechanism for providing workers' compensation 
insurance. On the other hand, experience in other states suggests that when 
employers have available competitive rates without having to incur the 
financial exposure ol guarantee of the group's success or the administrative 
burden of providing financial statements, etc., the self-insurance group will 
have a greater struggle to survive and thus needs even more than when it has a 
captive audience to have strong financial support to cover the few risks that 
would choose to remain in such a program.

A vailable A lternatives

Current Alaska law permits a variety of ways the homebuilders, or any 
homogeneous industiy group, can have more control over their insurance 
costs, comply with the requirement to protect injured workers and do so in a 
financially responsible way. These methods will allow for more effective loss 
control, some expense savings and some return of investment income.

Some of these risk management techniques even meet the requirements of the 
homebuilders that they not be required to put up an initial capital investment.
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Under current statute, a trade association can create a purchasing group. It 
can aggregate its members into a single group policy, pooling their experience 
and sharing the ultimate costs of their losses. They put up no capital to do 
this. There is significant added protection because there is a licensed insurer 
providing the financial security and there is no liability, beyond the premium, 
that falls back on the employers.13

Under the current statute, a group of employers may establish a mechanism for 
the mutual exchange of indemnity agreements and operate the program 
themselves.14 This is called a reciprocal. It requires the dedication of a 
substantial amount of capital to the enterprise, but it is their enterprise and 
they may take advantage of the investment income, determine what 
administrative, marketing or operating expenses it wishes to incur and set their 
own underwriting standards. There are two such entities already in the State 
of Alaska, the Alaska Timber Insurance Exchange and one operated by the 
Alaska Rural Electrical Cooperative (ARECA).

Under current statute, an enterprising producer might obtain a commitment 
from a licensed carrier to pass on reduced marketing and administrative cost 
savings if a large number of employers in a single industry will commit to place 
their workers’ compensation coverage with that carrier. Several groups have 
been successful with such programs for liability insurance. One carrier in 
Alaska is providing workers’ compensation insurance for such a program to the 
National Electrical Contractors Association.

C on clu sion

The homebuilders believe that they should be permitted to set up an enterprise 
that fails to meet even the most basic financial responsibility requirements. 
These well meaning business people want to circumvent the minimum financial 
safety requirements in order to achieve some perceived short term cost savings.

Our study indicates that what has come to be known as self-insurance groups 
have been successful in states with severe market availability or pricing 
problems. Their success turned on the resolve of the legislature and regulatory 
agency of those states to impose necessary financial security requirements. So 
long as HB 116 remains devoid of even the most minimal of financial security 
requirements, we must urge that the legislature carry out its responsibility of 
protecting the injured worker by opposing this bill.

,J A S. 21.36.190 (d)
14 A.S. 21.75
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HB 116 
SPONSOR STATEMENT

Alaska law permits certain public entities to enter into insurance cooperative 
arrangements concerning worker compensation, wherein they pool contributions to 
assume risks from losses or to purchase insurance coverage on a group basis. Currently, 
i.his option is available only to municipalities, public corporations, school districts, and 
regional educational attendance areas. HB 116 would extend this option to “worker 
compensation self insurance groups.”

A “worker compensation self-insurance group” is a not-for-profit association of 
ten or more employers engaged in the same or similar business. The employers must be 
members of the same trade or professional association, which, in turn, must have been in 
existence for at least five years.

HB 116 contains numerous substantive and procedural requirements designed to 
ensure that worker compensation self-insurance groups remain fiscally sound and able to 
fulfill Alaska’s worker compensation requirements. Among other requirements, self- 
insurance groups must be certified by the state, and the Director of the Division of 
Insurance may examine the books of such groups as often as is necessary. In addition, 
other express statutory provisions impose net worth, bonding, and security standards.

Insurance carriers often assign small employers a higher risk. This results in 
higher insurance costs. By pooling their numbers, small employers would qualify for 
lower risk assessments and therefore lower premiums.

I commend HB 116 to you, and urge your support.
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