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TO: HB 312

IN TEN T LANGUAGE

It is the in tent of the D epartm ent of L abgrand  W orkforce Developm ent 
H ouse Finance Subcom m ittee thaPthe $1.5"million cut be predicated on 
the pacsage of HB 378/SB 272, "A n act relating to W orker's Com pensation 
and  W orker Safety".

This elim inates the prem ium  tax and replaces it w ith a new  fee for all 
com panies based on a percentage of their particular w orkers' 
com pensation claims. The fees w ould  be accounted for separately and 
deposited  into a w orker safety and  com pensation account. Since these 
fees w ould fully fund the program , it w ould  be treated as self-supporting 
in the state budget.



f

H O U S E  B IL L  3 7 8 /S E N A T E  B IL L  272

"An act eliminating certain taxes under A S  21.09 on prem ium s fro m  the sale o f  workers' 
compensation insurance; relating to the establishment, assessment, collection, and  
accounting fo r  service fe e s  fo r  state administration o f  w orkers' compensation and worker 
safety program s; establishing civil penalties and sanctions fo r  late paym ent or 
nonpaym ent o f  the service fee; and  providing fo r  an effective d a te ."

W h a t  i t  does:

1. Provides a stable funding source for the Division of Workers Compensation 
(DWC) and Occupational Safety and Health (OSH). HB 378 replaces general 
funds (GF) for DWC and OSH with non-GF designated program receipts and 
establishes a special workers’ safety and compensation administration account.

2. Creates a means of funding the two programs that is fair and equitable to all 
employers, regardless of whether they have purchased workers’ compensation 
or are self-insured. Currently, only those employers that purchase workers’ 
compensation insurance policies pay a premium tax through their carriers. Self- 
insurers pay nothing. HB 378 eliminates the premium tax and enacts a user fee, 
charged equally among all users of the two systems.

3. Provides an economic incentive tr employers to create a safe workplace. The user 
fee is based on u percentage of workers’ compensation claim payments. The fewer 
accidents an employer has in the workplace, the less they pay for workers’ 
compensation claims. Therefore, the less they pay for claims, the lower the user fee.

W h y  s u p p o r t  H B  378 /S B  2 72?

Successive budget cuts have threatened the very existence of workers' compensation and 
safety programs. Last year the Legislature (House) eliminated OSH from their budget, 
and a federal takeover became a distinct possibility. While OSH was put back into the 
budget in the Senate side. DWC took a large cut which further reduced services to injured 
workers and employers, primarily through longer waiting time for hearings. By leveling 
the playing field and changing the way these programs are funded, continuation of these 
critical benefits and services to Alaskans will be ensured.

Submitted by: Department of Labor & Workforce
Development
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Submitted by: Department of
Labor & Workforce Development

H o u se  B ill 3 7 8 /S en a te  Bill 272 
A n aly sis

The legislation’s intent is to enact a fee on all workers’ compensation payments to 
establish an account for the administration of the workers' compensation program and the 
Occupational Safety and Health program, and to reduce those programs’ reliance on 
general fund revenues.

H B  3 7 8 /S B  272 :

• Eliminates the premium tax and establishes a fee for service for funding the Workers’ 
Compensation Division and the state match for the Occupational Safety and Health 
program.

• Reduces the reliance of these programs on general fund revenue.

• Sets out a funding mechanism for the two programs that is fair and equitable to all 
employers, regardless of whether they purchase a workers’ compensation policy or are 
large enough to self-insure. The payment of the fee is charged equally among all 
users of the two systems according to their use and need. The fee is based on a

• percentage of the dollar amount of claims paid under the workers’ compensation 
system. Currently, only those purchasing a workers’ compensation policy pay a 
premium tax. Self-insurers do not pay any type of fee or tax regarding workers’ 
compensation.

• Provides an incentive for safer work places. The fewer accidents that employers have 
in the workplace, the less they pay for workers’ compensation claims. The less those 
employers or their insurance companies pay for workers’ compensation claims, the 
lower the user fee.

Section 1 amends AS 21.09.150(a) to establish the authority of the Director of Insurance 
over insurers regarding the new annual user fee. Currently, this type of regulation 
governs premium taxes. *

Section 2 amends AS 21.09.210(b) co exclude workers’ compensation insurance from 
premium taxes.

Section 3 amends AS 21.09.210(e) to provide that the service fee is in lieu of all tax on 
workers' compensation insurance premiums.



HB 378/SB 272 Analysis (continued) 
Page 2

Section 4 amends AS 21.09.210(n) to clarify the meaning of workers’ compensation 
insurance for purposes of eliminating its premium tax.

Section 5 amends AS 21.09.270(b) to exempt the annual user fee from the “retaliation” 
provision of AS 21.09.270(a).

Section 6 amends AS 23.05 by adding a new section for an annual user fee to be charged 
to all insurers and employers at a rate of 3.3 percei.. in 2001, 3.1 percent in 2002, 2.9 
percent in 2003 and 2.9 percent in 2004 and all years thereafter. The rate declines 
through 2004 as payments by self-insured employers are phased in. vSee Section 9.)

It allows for fees due under the terms of a large lump settlement ($50,000 or more) to be 
paid over a five year period. This section also provides for penalties for late payment of 
the annual service fee.

Section 7 amends AS 23.30.090 to consider payment of the annual service fee as a factor 
for certification of a self-insurer.

Section 8 amends AS 37.05.146(b)(4) to establish a special workers’ safety and 
compensation administration account.

Section 9 allows for the phase-in of self-insurers and joint insurance arrangements. The 
phase-in would be over a four-year period starting in 2001 at 25 percent of the fee and 
going up 25 percent each succeeding year until the self-insurers pay 100 percent of the 
fee. These entities currently do not pay a premium tax. but would pay the user fee.

Section 10 allows for the promulgation of regulations to implement the new user fee.

Section 11 provides for immediate effective date to promulgate regulations to implement 
the new user fee.

Section 12 provides for an effective date of January 1, 2001.
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K N O W L E S ' B IL L  P R O T E C T S , U P D A T E S  W O R K E R S ' C O M P E N S A T IO N ; S A F E T Y  P R O G R A M S

Calling it vital for em ployees and employers alike, Gov. Tony Knowles today announced legislation 

that provides a fair, effective w ay to fund workers' compensation and safety programs. A  second bill 

updates provisions of the compensation program.

"The state's workers' compensation and worker safety programs provide important benefits and 

services to both em ployees and employers throughout Alaska," Knowles said. "The bill I am 

introducing changes the way these programs are funded to ensure these services to Alaskans are 

put back on firm footing."

W orkers' compensation and safety programs are currently paid for with general funds that roughly 

equate to the am ount that the state collects from a tax on workers' com pensation insurance 

premiums. Since only employers who purchase such insurance are taxed, larger self-insured 

companies pay no tax at all. Successive budget cuts, m eanwhile, have threatened the viability of 

these programs and a takeover of the safety program by the federal governm ent is now considered a 

distinct possibility.

"Federal m anagem ent of our occupational health and safety program is unacceptable to me and to 

most em ployers and em ployees in Alaska," Knowles said. "This bill eliminates the premium tax and 

replaces it with a new fee for all companies based on a percentage of their particular workers' 

compensation claims."

The fees would be accounted for separately and deposited into a worker safety and compensation 

account. Since these fees would fully fund the programs, it would be treated as self-supporting in the 

state budget.

The new fee system  is designed to raise the sam e am ount of m oney as that currently brought in by 

the tax. Because the new system  spreads costs am ong more em ployers, fees paid by employers 

currently paying the premium tax would actually be decreased. The bill would provide for a four-year 

phase-in of the fees to m inimize the impact on those self-insured em ployers w ho currently pay no 

tax.

"This bill gives employers a chance to control our own destiny," said Sally Ann Carey, President of 

the W orkers' Com pensation Com m ittee of Alaska. "If we m ake our workplace safer and m anage our 

claims effectively, our rates go down."

"Effective O S H A  and workers’ compensation programs are essential to providing a safe and healthy 

environm ent for our workforce," said "Safety Herb" Everett, President of the Denali Safety Council 

and W estm ark of Alaska's Director of Safety and Workers Com p. "W e alm ost lost the state O S H A  

program last year, which would have undone much of the im provem ent achieved in the last few 

years. This bill will prevent that from happening."

Alaska’s W orkers' Com pensation Act has not been changed in 12 years and the second bill 

introduced by Knowles am ends the act to keep pace with changing conditions and to ensure that the 

program is fair and efficient. Knowles' bill reflects the recomm endations of an ad hoc committee 

representing both em ployers and em ployees to adjust for the effects of inflation on benefits, recent 

court decisions, and to provide more efficient ways of handling the workers' compensation program.

ncluded in the changes are increases in benefits paid to injured workers to m ake up for losses due

o f  2 2/24/00 3:09 PM
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to inflation over the past 12 years. The bill also addresses Alaska Suprem e Court decisions as to 

what benefits should be paid during the rehabilitation process and the tim efram e for requests for 

claim hearings.

Other changes streamline the rehabilitation process, the signing o f medical releases, and the dispute 

resolution process. Benefits are increased for workers in the retraining process and new timelines 

set for the paym ent of medical bills. Another provision updates the wage benchm arks to which 

benefits are tied.

M ano Frey, president of Alaska A FL-C IO , said, "Labor and m anagem ent cam e together for the 'Ad 

Hoc' bill with recom m endations that will m ake a real difference in the lives of injured workers and 

their families."

##

Contact:
Bob King. Press Secretary, (907) 465-3995

Claire Richardson. Deputy Press Secretary, (907) 465-3996
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FISCAL NOTE No: 4
B ,„ Version: HB 378

STATE OF ALASKA
2000 LEGISLATIVE SESSION

(H) Publish Date: 2 / l 6 / 0 0

Revision Date/Time (Note if correction):_________
Title: "A n  A c t eliminating certain taxes
under AS 21 .09 on premiums from the sale"

Department Affected: Labor
BRU: Labor Standards and Safety
Component: ____________

Sponsor:
Requestor:

Rules Occupational Safety and Health
Governor

EXPENDITURES/REVENUES:

COMPONENT SERIAL NO.

(Thousands o f Dollars)_______

-9.7-Q

Note: Amounts do no t include inflation unless otherwise noted below.
OPERATING FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL I

CHANGE IN REVENUE 
FUND SOURCE #

FUNDING: (Thousands o f Dollars)
1002 Federal Receipts
1003 GF Match (1.131.1) (1.131.1) (1,131.1) (1 .131.1) (1,131.1)
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
Other (New Fund) 1,131.1 1,131.1 1,131.1 1,131.1 1,131.1
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Approved by Commissioner: Ed Flana
Agency: Department of Labor

ionor
/ • ^ v Date: 1 /31/00

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

C O M M I T T E E  C O P Y
Rev  1 0 / 9 9 Page 1 of 2



FISCAL NOTE

Title: An A c t e lim ina ting certa in taxes under AS 2 1 .0 9  from  the sale o f w o rke r’ s compensation
insurance; re la ting to  the establishment, assessment, co llection, and accounting fo r service fees fo r 
s ta te  adm in is tra tion  o f w orke rs ' com pensation and w orke r safe ty programs; establishing c iv il 
pena lties and sanctions fo r late paym ent or nonpaym ent o f the service fee; and provid ing fo r an 
e ffe c tiv e  date.

The bill would e lim inate the 2.7% tax paid on workers’ compensation insurance prem iums under AS 
21.09.150(b), and would replace it w ith an annual service fee. The annual service fee is to be paid by all 
insurers who provide workers' compensation insurance as well as those employers who are self-insured or 
uninsured.

The fee shall be paid each year to the department a t the time that the annual report is required. This suggests 
that initial payments shall be received by the department in March, 2001 with funding available fo r appropriation 
to the workers ' compensation program on July 1, 2001 (state fiscal year 2002).

For those insurers who provide workers' compensation insurance, the service fee is the following percentage o f 
all payments reported to the Alaska Workers' Compensation Board under AS 23.30.155(m) or (n):

(1) fo r payment due in 2001: 3.3 percent;
(2) fo r payment due in 2002: 3.1 percent;
(3) fo r payment due in 2003: 2.9 percent;
(4) for payment due in 2004 and subsequent years: 2.6 percent

O ther em ployers who are self-insured under AS 23.30.090 shall pay instead an annual service fee as follows, 
calculated according to the provisions o f AS 23.05.067:

(1) fo r payment due in 2001 ,25  percent o f the amount calculated fo r the service fee;
(2) fo r payment due in 2002, 50 percent o f the amount calculated fo r the service fee;
(3) fo r paym ent due in 2003, 75 percent o f the amount calculated fo r the service fee; and
(4) fo r payment due in 2004 and subsequent years, 100 percent o f the amount calculated fo r the service fee .

This fee would be deposited into a workers' safety and compensation administration account, and would be 
available, through appropriation, to fund the expenses incurred by the state in administering the occupational 
safety and health program. During the four-year phase-in period, th is appropriation would replace the 
unrestricted genera l fund match appropriation which currently funds a portion o f the cost o f the state's 
occupational safe ty and health program.

The bill provides penalties fo r late payment o f the fee, and amends AS 37.05.146(b)(4) to ensure that the 
receipts in the new  account are accounted fo r separately and that appropriations from the account are not 
made from  the unrestricted general fund.

The D ivision o f Labor Standards and Safety does not antic ipate any additional need fo r s ta ff to adm inister this 
fee collection program.

STATE OF ALASKA BILL NO. ______________________
2000 LEGISLATIVE SESSION

Rev 10/99 Pago 2 of 2



Revision Date/Time (Note if correction):________
Title: "An Act eliminating certain taxes

STATE OF ALASKA
2000  LEGISLATIVE SESSION

FISCAL NOTE B in  Version: hb 3 7 3
(H) Publish Date: 2 /1 6 /00

No: 3

under AS 21.09 on premiums from the sale"

Department Affected:
BRU: __________
Component:

Labor
Workers' Compensation 
Workers' Compensation

Sponsor:
Requestor:

Rules
Governor

EXPENDITURES/REVENUES:

COMPONENT SERIAL NO.

(Thousands of Dollars)

3  A r t

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

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

•

.

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL
CHANGE IN REVENUE 
FUND SOURCE #

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA 
Other (New Fund)

(2,367.1) (2,367.1) (2,367.1) (2,367.1) (2,367.1)

2,367.1 2,367.1 2,367.1 2,367.1 2,367.1
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FYOO) impact: $ 0.0
ANALYSIS: (Attach a separate page if necessary) 

See attached

Prepared by: Paul Grossi, Director Phone : 465-2790
Division: Workers' Compensation^ Date/Time: 1/28/00 3:45 PM

Approved bv Commissioner: Ed FlanaganvCttTOrnissionor
Date: 1/28/00Anency: Department of Labor

TO PROVIDE ALL DISTRIBUTION COTlES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution information call the Governor’s Legislative Office



FISCAL NOTE

T itle ; An A c t e lim ina ting certa in taxes under AS 21 .0 9  from  the sale o f w o rke r's  compensation
insurance; re la ting to  the establishment, assessment, co llection, and accounting fo r service fees fo r 
s ta te  adm in is tra tion  o f w orke rs ' compensation and worker sa fe ty  programs; establishing c ivil 
pena lties and sanctions fo r late payment o r nonpayment o f the service fee; and providing fo r an 
e ffe c tiv e  da te .

The bill would e lim inate the 2.7% tax paid on workers' compensation insurance prem iums under AS 
21.09.150(b), and would replace it with an annual service fee. The annual service fee is to be paid by all 
insurers w ho provide workers' compensation insurance as well as those employers who are self-insured or 
uninsured.

The fee sha ll be paid each year to the department at the time that the annual report is required. This suggests 
that in itia l payments shall be received by the department in March, 2001 w ith funding available fo r appropriation 
to the workers ' compensation program on July 1, 2001, FY2002.

For those insurers who provide workers’ compensation insurance, the service fee is the following percent o f all 
payments reported to the Alaska Workers' Compensation Board under AS 23.30.155(m) or (n):

(1) fo r payment due in 2001. 3.3 percent:
(2) fo r payment due in 2002. 3.1 percent:
(3) fo r payment due in 2003. 2.9 percent
(4) fo r paym ent due in 2004 and subsequent years. 2.6 percent

O ther em ployers w ho are self-insured under AS 23.30.090 shall instead pay an annual service fee o f the 
follow ing am ounts in the following years:

(1) fo r payment due in 2001, 25 percent o f the amount calculated for the service fee under AS 23.05.067;
(2) fo r paym ent due in 2002, 50 percent o f the amount calculated fo r the service fee under AS 23.05.067;
(3) fo r payment due in 2003, 75 percent o f the amount calculated fo r the service fee under AS 23.05.067; and
(4) fo r payment due in 2004 and subsequent years, 100 percent of the amount calculated fo r the service fee 
under AS  23.05.067.

This fee would be deposited into a workers' safety and compensation administration account, and would be 
available, through appropriation, to fund the expenses incurred by the state in administering the workers' 
compensation program  under AS 23.30. During the four-year phase-in period, this appropriation would replace 
the unrestric ted genera l fund appropriation which currently funds a portion o f the cost o f the state 's workers' 
compensation program .

The bill p rovides penalties fo r late payment o f the fee, and amends AS 37.05.146(b)(4) to ensure that the 
receipts in the new  account are accounted for separately and that appropriations from the account are not 
made from  the unrestricted general fund.

The D ivision o f W orkers ' Compensation does not anticipate any additional need fo r s ta ff to adm inister th is fee 
collection program .

S T A T E  O F  A L A S K A  B ILL  N O . ________________________________
2 0 0 0  L E G IS L A T IV E  S E S S IO N

Rev 10/99 Page 2 of 2



F I S C A L  N O T E
STATE OF ALASKA
2000 LEGISLATIVE SESSION

Bi. /ersion: HB 378 
(H) Publish Date: 2 / 1 6 / 0 0

No:

Revision Date/Time (Note if correction) _________________
Title An act eliminating certain taxes under AS 21.09 on
premiums (rom the sale of workers' compensation Insurance...
Sponsor Rule Committee________________________
Requester Governor_______________________________

Dept. Affected Community & Economic Development
BRU Insurance___________________________

Component Insurance____________________________

Component No. 354

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

Personal Services 

Travel 

Contractual 

Supplies 

Equipment 

Land & Structures 

Grants & Claims 

Miscellaneous

TO TAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

I[c a p i t a l  e x p e n d i t u r e s '

ICHANGE IN REVENUES ( ) | (3,498.2)| (3,498.2)| (3,498.2)| (3,498.2)| (3,498.2)| (3,498.2)|

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts 

1037 GF/Mental Health 

Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate of any current year (FY2000) cost: 

POSITIONS

Full-time

Part-time

Temporary

AN ALYSIS: (Attach a separate page if necessary)

The bill will result in the elimination of tax receipts from workers’ compensation premiums currently 
collected by the Division of Insurance. Under the bill a service fee charged by the Department of Labor 
and Workforce Development against workers' compensation claims payments and costs will result in fee 
receipts that are estimated to offset the foregone tax receipts, when the amount generated from self- 
insured claims is included. The loss in revenue shown above equals the amount the Department of Labor 
and Workforce Development estimates it will receive in fee receipts.

Prepared by: Robert A. Lohr__________________________________________________________Phone 269-7900

Division Insurance   ^  DateA'ime 2/2/0012:24 PM

Approved by C ommissioner Deborah B. Sedwick (J .-, U s ( / £/ ~ Date > / ? / ( )  o
Agency Community & Economfo^dvelopment / /

O O l f M M A I  PREPARER T 0  p r o v i d e  ALL DISTRIBUTION COPIES TO GOVERNOR’S l e g is l a t iv e  o f f i c e

U n l l a l  i M A L ,  For further distribution information, call the Governor's Legislative Office
(Rev 1(V99) 2000(nlomjils/OMB P a g e ___1 _  Of _ 1 ___



F I S C A L  N O T E

Revision Date 1/27/00 ___________________
Title '"An act relating to the establishment, assessment,
collection and accounting for service fees for tho administration______
administration of workers' compensation and wofftetSlsaffityjarQatamâ
Sponsor Rules Committee_________________________
Requester

STATE OF ALASKA
2000 LEGISLATIVE SESSION

No: l
Bill Version: HB 3 7  g
(H) Publish Date: 2 /16 /00

Dept. Affected 
'BRU

Administration
Risk Management

Component Risk .Management

Governor
Expenditures/Revenues

Component No. 
(Thousands of Dollars)

71

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

75.8 142.4 199.9 238.9 238.9 238.9

TOTAL OPERATING 75.8 142.4 199.9 238.9 238.9 238.9
|CAPITAL EXPENDITURES j ...... . ~ !
ICHANGE IN REVENUES ( ) t I I I
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1007 I/A Receipts 75.8 142.4 199.9 238.9 230.9 238.9
1037 GF/Mental Health
Other (Specify Type)

TOTAL 75.8 142.4 199.9 238.9 238.9 238.9

Estimate of any current year (FY2000) cost: 
POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0
ANALYSIS: (A ttach  a s e p a ra te  p a g o  i f  n e c e s s a ry )
This legislation creates an increased expense to Risk Management operating costs for a new 
administrative assessment fee beginning in 2001.

Applying the proposed rate schedule to the average of the five most recent fiscal years workers' 
compensation experience ($9,191,125) estimated costs are projected, although future loss experience will 
determine actual costs incurred.

As Risk Management is funded solely through inter-agency receipts, this additional expense will require 
increased cost of risk allocations (premium assessments) to all state agency operating budgets.

Prepared by: Brad Thompson. Director Phone 465-5723
Division Risk Management 1 „
Approved by Commissioner Robert Poe / / h z  f C /
Agency Administration i/M r W r

Date/Time 1/27/00 
Date 1/27/00

ITION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information, call the Governor's Legislative Office
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S t a t e  o f  A l a s k a

I ' l l  H.'\

On u. i ui nil G<i\ i i<sou 
J l NKA l

February 11, 2000

The Honorable Brian Porter 
Speaker o f the House 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear Speaker Porter:

The state’s workers’ compensation and worker safety programs in the Department o f Labor 
and Workforce Development provide important benefits and services to employees and 
employers throughout Alaska. Successive budget cuts to the department have threatened the 
viability o f these programs to the point that a takeover o f the safety program by the federal 
government is a distinct possibili'v.

Federal management o f our occupational health and safety program is unacceptable to me 
and to most employers and employees in Alaska. The bill I am introducing changes the way 
in which these programs are funded to ensure these services to Alaskans are put back on tirm 
footing.

These programs are currently paid for with general funds. The costs roughly eq/ute to the 
amount o f money the state collects from the tax on workers’ compensation insurance 
premiums.

The programs clearly benefit all employers, but only those employers who purchase workers’ 
compensation insurance are taxed. Larger self-insured employers pay no tax. This bill more 
equitably spreads the cost/benefit structure o f worker safety programs by eliminating the 
premium tax and replacing it with a fee for all employers based on a percentage of their 
individual workers’ compensation claims.

The fees would be accounted for separately and deposited into a worker safety and 
compensation account. The money in the account would be treated as designated program 
receipts available for appropriation to the workers' compensation and safety programs. The 
bill provides for a four-year phase-in of the fees to minimize the impact on those self-insured 
employers who currently pay no tax. The new fee system is designed to raise the same



amount o f money as the current tax. Because the new system would spread costs among 
more employers, those employers currently paying the premium tax would realize a decrease 
in their payments.

This bill offers a fair, effective way of ensuring continued funding for vital worker protection 
programs. I urge your prompt and favorable action on this measure.

Sincerely,

The Honorable Brian Porter
February 11, 2000
Page 2
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w

R E C E I V E D
Department of Labor

February 4, 2000 m  Commissiorser

Ed Flanagan
Commissioner of Labor and Workforce Development 
P.O. Box 21149 
Juneau, Ak 99802

Dear Commissioner Flanagan:

A majority of WCCA board members participating, voted to support the draft legislation to assess service 
fees for the administration of workers' safety and compensation programs. Several board members 
choose to abstain or d id not participate in the vote.

W hile the "yes" vote constituted the majority of those voting, there is still some opposition to the draft 
legislation, primarily from those who represent self-insured interests. The support from those voting in 
the affirmative was based on the qualification that the fees raised be used specifically for the purpose 
stated and not be diverted to the other uses or the general fund.

WCCA board members recognize that it is in everyone's interest to have workers' compensation pro­
grams administered fairly and as expeditiously as possibly. That requires an adequate level of funding 
and that is why we lend our qualified support to the draft legislation.

Sincerely,

President, Board of Directors

-• .L-wVi





(7) HOUSE committee ref ̂ rt
Date Referred to Committee: February 23, 2000 FURTHER REFERRALS: Finance

Date of Committee Action: 'i flu tJ 'i  /, 3 M Q

The LABOR AND COMMERCE Committee considered: HB 380

HOUSE BTLL NO. 380 INSURER TAX CREDIT:FIRE STANDRDS COUNCIL

"An Act relating to contributions to the Alaska Fire Standards Council and to an insurer tax credit for those 
contributions; and providing for an effective date."

recommends it be replaced r  \ \   ̂^fthe same titlewith the following committee substitute ( l r z >    [ j  ̂new title
[ J additional referral to ______________________Committee
[ | attached amendment(s)

I
ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s): (Dep0 APPROVES PREVIOUS:
j v^fiscal note(s) \ ) C e X  3  J\ loc> ‘ [ J fiscal note(s) ______________________________

I J zero fiscal note(s) ________________ [ ^fzero  fiscal note(s) D P S  <3-/l3 o



REPRESENTATIVE 
G E N E  TH ER R IA U LT

Mailing Address:
119 N. Cushman, Suile 101 
Fairbanks, Alaska 99701 

(907) 488-0857 
Fax: (907) 488-4271

f l a s k e t  j§ > ta te  J l e g t s l a t u n

J C o u sx ?  (® f  ^ e p r e s i u t t a l t C i L 's

W hile  in session

Stale Capitol 
Juneau, Alaska 

99801-1182 
(907) 465-4797 

Fax: (907) 405-3884

House District 33

M E M O R A N D U M

TO: Representative Norm Rokeberg, Chair / t
House Labor & Commerce Committee r  I

FROM: Representative Gene Therria

DATE: February 23, 2000

SUBJECT: HB 380 Hearing Request

% '

I respectfully request that the House Labor & Commerce Committee hear House Bill 380 
the week of February 28.

House BT1 380 will provide a funding source for the Alaska Fire Standards Council, 
which is to be established on July 1 o f this year as directed in legislation passed during 
the 2011' Legislature.

House State Affairs Committee passed the bill out of committee on Tuesday the 22nd with 
every member recommending Do Pass.

Please contact me if you have any additional questions.

Email: Ropresontativo_GonG_Thorriault©logis.stato,ak.us
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IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - SECOND SESSION 

B Y  R E PRESEN TA T IV E  T H E R R IA U LT  

Introduced: 2/16/00
Re fe rred : State A ffa irs , L ab o r and Commerce, Finance

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to contributions to the Alaska Fire Standards Council and to

2 an insurer tax credit for those contributions; and providing for an effective date."

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

HOUSE BILL NO. 380

4 * Section 1. AS 21.89 is amended by adding a new section to read:

5 Sec. 21.89.075. Insurance tax credit for gifts to the Alaska Fire Standards

6 Council, (a) For cash contributions made for fire services[ti-ainingJprograms to the

7 Alaska Fire Standards Council established under AS 18.70.330, a taxpayer is allowed

8 a credit against the tax due

9 (1) that is imposed on insurance that includes coverage for losses due

10 to fire under AS 21.09.210; or

11 (2) under AS 21.66.110.

12 (b) The amount of the credit allowed under (a) of this section is the lesser of

13 (1) an amount equal to

14 (A) 50 percent of contributions of not more than $100,000; and

IIB0380a -T
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1 (B) 100 percent of the next $100,000 of contributions; or

2 (2) 50 percent of the taxpayer’s tax liability under this title.

3 (c) A contribution claimed as a credit under this section may not

4 (1) be claimed as a credit under more than one provision of this title;

5 and

6 (2) when combined with credits taken during the taxpayer’s tax year

7 under AS 43.20.014, AS 43.55.019, AS 43.56.018, AS 43.65.018, AS 43.75.018, or

8 AS 43.77.045, exceed $150,000.

9 * Sec. 2. AS 37.05.146(b) is amended by adding a new paragraph to read;

10 (6) receipts of the Alaska Fire Standards Council for which a taxpayer

11 is allowed a credit under AS 21.89.075.

12 * Sec. 3. AS 43.20.014(d) is amended to read:

13 (d) A contribution claimed as a credit under this section may not

14 (1) be claimed as a credit under another provision of this title;

15 (2) also be allowed as a deduction under 26 U.S.C. 170 agJnst the tax

16 imposed by this chapter; and

17 (3) when combined with credits taken during the taxpayer's tax year

18 under AS 21.89.070, 21.89.075. AS 43.55.019, AS 43.56.018, AS 43.65.018,

19 AS 43.75.018, or AS 43.77.045, exceed $150,000.

20 * Sec. 4. AS 43.55.019(d) is amended to read:

21 (d) A contribution claimed as a credit under this section may not

22 (1) be claimed as a credit under another provision of this title; and

23 (2) when combined with credits taken during the taxpayer's tax year

24 under AS 21.89.070, 21.89.075. AS 43.20.014, AS 43.56.018, AS 43.65.018,

25 AS 43.75.018, or AS 43.77.045, exceed $150,000.

26 * Sec. 5. AS 43.56.018(d) is amended to read:

27 (d) A contribution claimed as a credit under this section may not

28 (1) be claimed as a credit under another provision of this title; and

29 (2) when combined with credits taken during the taxpayer's tax year

30 under AS 21.89.070, 21.89.075. AS 43.20.014, AS 43.55.019, AS 43.65.018,

31 AS 43.75.018, or AS 43.77.045, exceed $ 150,000.

I - L S 1398 \G
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1 * Sec. 6. AS 43.65.018(d) is amended to read:

2 (d) A contribution claimed as a credit under this section may not

3 (1) be claimed as a credit under another provision of this title; and

4 (2) when combined with credits taken during the taxpayer's tax year

5  under AS 21.89.070, 2 1 . 8 9 . 0 7 5 .  AS 43.20.014, AS 43.55.019, AS 43.65.018,

6 AS 43.75.018, or AS 43.77.045, exceed $150,000.

7  * Sec. 7 .  AS 43.75.018(d) is amended to read:

8 (d) A contribution claimed as a credit under this section may not

9 (1) be claimed as a credit under another provision of this title; and

10 (2) when combined with credits taken during the taxpayer's tax year

1 1  under AS 21.89.070, 2 1 . 8 9 . 0 7 5 .  AS 43.20.014, AS 43.55.019, AS 43.56.018,

1 2  AS 43.75.018, or AS 43.77.045, exceed $150,000.

1 3  * Sec. 8. AS 43.77.045(c) is amended to read:

1 4  (c) A contribution claimed as a credit under this section may not

15 (1) be claimed as a credit under another provision of this title; and

16 (2) when combined with credits taken during the taxpayer's tax year

1 7  under AS 21.89.070, 2 1 . 8 9 . 0 7 5 .  AS 43.20.014, AS 43.55.019, AS 43.56.018,

1 8  AS 43.65.018, or AS 43.75.018, exceed $150,000.

1 9  * Sec. 9. This Act takes effect July I, 2000.

1 -L S 13 98 \G
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F I S C A L  N O T E

Revision Date/Time (Note if correction) 2 - 1 23 f  QO______ Dept. Affected Community & Economic Development /Public Safety
Title An Act relating to contributions to the Alaska BRU Insurance/Alaska Fire Standards Council

Fire Standards Council and to an insurer tax credit____________Component Insurance/Alaska Fire Standards Council
Sponsor Representative Therriault_____________________ __________________________________________
Requester Labor & Commerce__________________________Component No. 354
Expenditures/Revenues______________________________ (Thousands of Dollars)______________________

STATE OF ALASKA BELL NO. CSHB 380 (SA)
2000 LEGISLATIVE SESSION

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
[capital expend itures  I I I I I I I
|CHANGE IN REVENUES ( ) I 0.0 I 0.0 I 0.0 1 0.0 I 0.0 I 0.0 |
FUND SOURCE____________________    (Thousands of Dollars) __________ __________
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (AFSC)

(280.0) (280.0) (280.0) (280.0) (280.0) (280.0)
0.0 0.0 0.0 0.0 0.0 0.0

280.0 280.0 280.0 280.0 280.0 280.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY200D) cost: 0.0
POSITIONS
Full-time 0 0 0 0 0 0
Part-time
Temporary
|ANALYSIS: (A tta c h  a  s e p a r a t e  p a g e  i f  n e c e s s a r y )
The bill redirects general fund revenue into restricted program receipts for funding the Alaska Fire 
Standards Council. The language of this bill Is very similar to language currently in statute for premium 
tax credits for contributions made to certain educational institutions (AS 21.89.060). It is impossible to 
know how many Insurance companies may choose to make a contribution and take the limited credit 
against their premium tax obligation to the state. This fiscal note assumes that the amount taken as a 
credit will bo the same as taken during FY99 by insurance companies under the education tax credit 
provisions because no better figure is available. However, this example allows the effect on the general 
fund to be demonstrated for any assumed level.
(continued on next page)

Jeffrey W. Bush Phone 465-2500
Deputy Commissioner Dato/Time 2/23/00 9:57 AM 

Date

Prepared by:
Division
Approved by Commissioner Deborah B. Sedwick
Agency ___________ Community ** Econq ____________ ________

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

(R e v 10/09) 2000rn!om i.>di/O M 6 , Page__1_ Of _2_



Fiscal Note for HB 380 Community and Economic Development Page 2

T h e  c r e d i t  in  H B  3 8 0  i s  l im i t e d  t o  t a x  d u e  o n  p r e m i u m s  p a i d  f o r  f i r e  c o v e r a g e .  In  1 9 9 8  a  t o t a l  o f  7 6  
c o m p a n i e s  r e c e i v e d  p r e m i u m s  u n d e r  t h e  f i r e  l i n e  o f  b u s i n e s s .  T h i s  d o e s  n o t  i n c l u d e  p r e m i u m s  
r e c e i v e d  a s  f i r e  c o v e r a g e  u n d e r  o t h e r  m u l t i - c o v e r a g e  l i n e s  o f  b u s i n e s s  s u c h  a s  C o m m e r c i a l  M u l t i p le  
P e r i l  a n d  H o m e o w n e r s  M u l t i p le  P e r i l  b e c a u s e  t h o s e  c a t e g o r i e s  i n c l u d e  f i r e  b u t  d o  n o t  r e p o r t  it 
s e p a r a t e l y .  I f  i n s u r e r s  w e r e  t o  m a x im i z e  t h e  c o n t r i b u t i o n  t o  o b t a i n  t h e  m a x im u m  c r e d i t ,  i t  w o u l d  
e q u a t e  t o  a  r e d u c t i o n  in  g e n e r a l  f u n d  r e v e n u e  o f  $ 3 6 6 , 9 0 3 .  I t  i s  h i g h l y  u n l i k e l y  t h a t  t h e  m a x im u m  
c o n t r i b u t i o n  w i l l  b e  m a d e  in  a l l  c a s e s  b y  a l l  i n s u r e r s .



F I S C A L  N O T E
Bill Version:

No: i  
CSHB 380 ( STA)

Revision Date _____________________

Title INSURER TAX CREDIT:FIRE STANDARDS

COUNCIL

STATE OF ALASKA
2000 LEGISLATIVE SESSION

(H) Publish Date: 2 / 2 3 / 0 0

Dept. Affected 

'BRU
Public Safety

Ak. Fire Standards Council

Component: Ak. Fire Standards Council

Sponsor

Requester

Representative Therriault

H. State Affairs Component No. 2428

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

O PERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 F Y200S

Personal Services 

Travel 

Contractual 

Supplies 

Equipment 

Land & Structures 

Grants & Claims 

Miscellaneous

TO TAL OPERATING

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate o f any current year (FY2000) cost: 

POSITIONS

0.0

Full-time 0 0 0 0 0 0

Part-time 0 0 0 0 0 0

Temporary 0 0 0 0 0 0

AN ALYSIS: (A ttach  a  s e p a ra ta  p a g e  i f  n e c e s s a ry )

Th is  bill has the potential, pending taxpayer participation in the program, of generating non-general fund 

funding to cover costs associated with the Alaska Fire Standards Council (AFSC ). The level o f taxpayer 

participation is not known at this time.

N O T E ; T h e  G ov. FY2001 budget request includes S220.00 for the A F S C  ($120.0 G F/S 100.0 D e s/P R ).

Prepared by: Royce Wellfo-Special Assistant

Division Office of the Commissioner

-
lqr>Special Phone 465-4322

Approved by:      _______________
Agency Commissioner Ronald L. Qtte. Dept, of Public Safety

Date/Time 2/19/2000 

Date

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

For further distribution information, call tho Governor's Legislative Office
(R«v 10/M) 2000Morm.xU/OM8r̂ Rn&AiTTCir m o v



REPRESENTATIVE
G E N E  T H E R R IA U L T

Mailing Address:
119 N. Cushm an, Suite 101 

Fairbanks. Alaska 99701 
(907) 488-0857 

Fax: (907) 488-4271

^legislature W h i le  in  se ssio n

State Capitol 
Juneau, Alaska 

93801-1182 
(907) 465-4797 

Fax: (907) 465-3884

House District 33

House Bill 380 “An Act relating to contributions to the
Alaska Fire Standards Council and to an 

insurer tax credit for those contributions.”

SPONSOR: Representative Gene Therriault

SPONSOR STATEMENT:

House Bill 380 creates an insurance tax credit for contributions to the Alaska Fire 
Standards Council for fire services training programs. Development o f  fire standards that 
address the unique challenges posed by Alaska’s climate w ill benefit Alaskans as the 
incidence o f  casualty and property loss goes down, including fatalities.

The Alaska Fire Standards Council will be established on July l, 2000 as directed in 
legislation passed by the 20th Alaska State Legislature. It w ill adopt minimum standards 
for employment and curriculum requirements for firefighters and fire instructors and their 
certification. It will establish and maintain firefighter and fire instructor training 
programs. The certification o f  firefighters will be optional. While national standards 
already exist, they do not take into account many o f  the unique qualities Alaska’s climate 
presents.

Email Rspresentalive_Gene_Therriaull@ legis.stale.ak us

mailto:Rspresentalive_Gene_Therriaull@legis.stale.ak




(7) HOUSE COMMITTEE RE t ̂ RT
Date Referred to Committee: February 16, 2000 FURTHER REFERRALS: Finance

Date of Committee Action: y jU u cA  / ,  & OOD

The LABOR AND COMMERCE Committee considered: HB 382

HOUSE BILL NO. 382 SOCIAL WORKER LICENSING

"An Act relating to the licensing of social workers and to the use of the title ’social worker’ without a license; and 
providing for an effective date."

recommends it be replaced 
with the following committee substitute r f j P  (, / - .rC -

I J additional referral t o __
f 1 attached amendment(s)

ADOPTS:______________

Committee

ATTACHES NEW FISCAL NOTE(s):

| ] fiscal note(s) ______________

Letter of Intent

APPROVES PREVIOUS:

[ ] fiscal note(s) _________

(D e jX )

[ *}"ffie same title 
[ ] a new title

(O q X /D u s )

[ p^zero fiscal note(s) flc -d p  [ ] zero fiscal note(s)



glastifl grtfltc L̂egislature
REPRESENTATIVE W hilo m Ju n e .u

JE A N N E T T E  JA M E S  State Capitol
Juneau, Alaska

99801-1182
RO Box 56622 

Worlh Pole, Alaska 99705
(907) 488-1546 ' ~ * 'j-ff ' (907)465-3743

FAX (907) 488-4271 FAX (907) 465-2381

$)ouse of ftepresentatibcs
House District 34

REPRESENTATIVE JEANNETTE JAMES 

SPONSOR STATEMENT FOR HB 382 

February 29, 2.000
"An Act relating to the licensing of social workers and to the use of the title 'social 
worker' without a license; and providing for an effective date,"

In 1998, I introduced HB 349 that prohibited the use of the title 'social worker' 
without a license. The intent was to promote, preserve and protect the health, 
safety and welfare of the public through the licensure of qualified social workers. 
This legislation would ensure that the people hired by the state to provide have 
the highest qualifications .

In 1999, the Division of Family and Youth Services found that the restrictions 
were creating hiring problems and they requested some changes. Experience 
has shown that the requirements for social workers within the state and private 
sector are too restrictive. Problems arose because of the wide turnover of social 
workers, the limited pool of qualified applicants, and the difficulty for applicants to 
take the required licensing exam. More time is necessary for implementation of 
the law.

HB 382 will amend the current laws relating to social worker licensing by allowing 
the temporary licensing for newly hired social workers (up to one year), providing 
they meet the educational qualifications and other requirements, including receipt 
of a completed application for a social worker license and the full payment of all 
fees. Secondly, HB 382 extends the provision AS 08.95.100(b)(1) relating to 
the criminal penalty for use of the title "social worker" without being licensed 
under AS 08.95 by one year to July 1, 2001.



S o c ia l W o r k  L ic e n s in g  L a w  P a s s e d  in 1998

... : r ' :: : : ..: : -i .. . - c:i

Problems or Issues
' ̂ .I::.:-;.:.:.-::::.:.;:::: . :: ::

^ciioris Talieii or Underway
.

Personnel Complaint Investigations
The Licensing Board and Division o f  Occupational Licensing 
staff do not want to be involved in personnel investigations. 
They want to be notified o f  any complaints regarding 
egregious or unethical practice, and have agreed to wait for our 
investigation to be completed before taking any action.

Difficulty Recruiting in Rural Alaska
Personnel is working with us to reexamine Social Service 
Associate job class and develop a new similar job class 
specific to child protection. Rural recruitment has been 
difficult in some DFYS office locations. DFYS has had out- 
of-state recruitment for Bethel, and has not proven effective. 
Managers want to develop higher levels o f  the SSA positions 
for rural positions. This would be modeled after the 
Community Health Aid program and the VPSO program, 
which includes real-time support and supervision, and reliable 
training program

License Pees
Licensing Board has agreed to lower the fees for applicants 
who apply after April All licensees renew in July 2000 when 
fees are reassessed

Passing Test for License
An applicant can take the exam as many times as needed to 
?ass. The Licensing Board has agreed that new applicants 
lave a full year to pass the exam after their application has 
jeen submitted.

Access to the Test for License
licensing Board uses the national exams that are developed 

and monitored by a national group. The national group 
contracts with Sylvian Learning Center to administer the 
exam. Any state using their exam must use their administrator.

January 27,2000
Pape I



The only Sylvian Learning Center in Alaska is in Anchorage. 
Licensing Board has temporarily made provisions for Juneau 
and Fairbanks to have the test available. This is still a problem 
for many workers.

Hiring More Often than Licenses are Issued
Division o f  Occupational Licensing and their Assistant 
Attorney General do not think there is statutory authority to 
establish a temporary license. Licensing Board has tried to 
help, but are not able to do anything. Both the Licensing 
Board and NASVV Board have considered this a “ fix” needed 
in the law.

Licensing Board Late in Issuing Regulations and Applications
Licensing Board and Occupational Licensing staff issued the 
new regulations and applications in December 1999 - six 
months before the effective date. This is a problem There has 
been discussion with Licensing board members and NASW, 
and with Rep Jam es’ staff that dates need to be pushed back.

Other Actions T aken to Implement New Social W ork Licensing Law

□ Distance Delivery o f  the BSW  funded by the Mental ! Icalth Trust Authority.

□ UAA and UAF Student Units cstabFshed for recruitment into DFYS jobs

□ DFYS Student Stipends geared towards rural and statewide recruitment
♦ Las! year, students demonstrating an interest in a rural job placement were given $250 extra
♦ Next year, employees, who arc working in rural areas and wishing to return to school, will receive priority

□ UAA has agreed to help workers study for the exam

January 27,2001)
Page 2



Results from Em ployee and Student Survey 
From Novem ber 1999

An employee survey was conducted to determine the educational levels and credentials o f  current DFYS social work start',
whether current s taff plan on applying for a social work license, and whether they were interested in training to prepare for the
licensing exam. Another survey o f  BSW and M SW  students at the1 UAA was also completed. This survey measured the level o f  
student knowledge about DFYS and Workplace Alaska, and the students’ interest in pursuing a career in child protection. Here 
are the highlights from the results.

□ Employees return rate was 85 percent, or 174 employees responded to the survey.
□ 44 percent or 76 o f  the 174 employees hold social work degrees.
□ 38 percent or 66 o f  the 174 employees hold social service related degrees.
a  17 percent o f  30 o f  the 174 employees hold non-social service related degrees or no degrees (13 employees do not 

have any college degrees.)

□ The number o f  employees expressing an interest in taking the licensing exam was 112, and 138 employees expressed an 
interest in attending training to help prepare for the licensing exam. 57 employees either did not respond to this part o f  the 
survey or were undecided.

□ A total o f  53 students responded to the student survey. O f the 53 students, 30 are in their last year o f  the BSW program, and 
23 are MSW students.

□ O f  the 53 students, 45 indicated that they consider themselves as having extensive or some level o f  knowledge about 
the purpose and responsibilities o f  DFYS.

□ O f  the 53 students, 27 said they were familiar with Workplace Alaska, and 22 said they are familiar with the job 
requirements for social work positions at DFYS.

□ O f  the 53 students, 35 indicated that they are somewhat interested to very interested in working in child protection.
□ O f  the 53 students, 12 are definitely planning on applying for a DFYS position, and another 20 are undecided

.h u m a n  27, 211(10 
l*«Se 3



HB 382 provides the Division and other agencies an ability hire social workers who meet 
the qualifications for a social work license and who have initiated the licensing process, 
but have not yet completed the process. This would be accomplished through the 
provision of a temporary license.

The tem porary  license  requ ires that the applicant m e e t the  education  an d  ex p erien ce  criteria of a 
regu lar license. T h o se  w ho receive a tem porary license  h av e  o n e  y e a r  to com plete  the  licensing 
p ro cess , including p assin g  the exam , and  having the  licensing board  review  the com plete  
application. Currently, the  ex am  for all levels of social work licensu re  is available only in 
A nchorage  an d  F airbanks. This significantly in c re a se s  the  financial b u rden  of taking the ex am  for 
m any A laskans. T he tem porary  license provides ap p  .a n ts  the ability gain  professional 
em ploym ent while preparing  for and  taking the  licencing exam .

T he tem porary  license, will allow DFYS to recruit an d  hire qualified c a n d id a te s  w ithout delay due  
to their licensing s ta tu s . C an d id a tes  such  a s  BSW  s tu d e n ts  with DFYS internship experience, will 
be  ab le  to s ta rt em ploym ent im m ediately after their g raduation . The s tipend  program  w as 
d es ig n ed  specifically to in c re a se  the pool of c a n d id a te s  with child protective se rv ices  experience. 
It s e e m s  logical that an  intern with successfu l ex p e rien ce  should  be eligible for em ploym ent with 
DFYS, w ithout delay.

Currently, University of A laska a t A nchorage and  F airbanks g ra d u a te s  approxim ately 80 s tu d e n ts  
p e r year, through the School of Social Work. This num ber includes B S W s an d  M S W s. A 
significant n u m b er of th e s e  g ra d u a te s  indicate a  d e s ire  to p u rsu e  em ploym ent in child protection. 
Being ab le  to em ploy them  prior to their sitting for th e  te s t  will b e  extrem ely  valuable.

The passage of HB 382 is crucial to the Division of Family and Youth Services.

HB 382 allows current social workers an appropriate amount of time to make the decision 
to apply for a transitional license or not, and to financially afford the licensing processes.

HB 382 would delay  the im plem entation d a te  the  new  licensing s ta tu te  for o n e  year, to July 1, 
2001. This would allow cu rren t DFYS social w orkers an d  o th e r social w orkers the n e c e ssa ry  time 
to com p le te  the licensing application and exam , if they c h o o se  to p u rsu e  a  transitional license.
T he application an d  regulations w ere  m ad e  availab le  in late D ecem ber. This h a s  not provided 
cu rren t social w orkers a d e q u a te  time to ev a lu a te  the  im pact this m ay h av e  on their cu rren t and  
future em ploym ent. T he ex tra  y e a r  allows cu rren t social w orkers the  time n e c e ssa ry  to think 
though the  p ro c e ss  and  h av e  their q u estio n s a n sw ered . It allow s cu rren t social w orkers tim e to 
p rep a re  for the  exam , an d  it allow s time for DFYS to su p p o rt social w orkers in preparing  for the  
exam .

T he Division of Family and  Youth S erv ices  su p p o rts  the  m ove tow ard h igher educational 
s ta n d a rd s  for our w orkforce. T he division strongly su p p o rts  HB 382 a s  it will allow for a  time 
limited tem porary  license  for qualified app lican ts  an d  give the Division a d e q u a te  tim e to p rep are  
ou r cu rren t w orkforce for the  ch a n g e s .
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TO: R E P R E S E N T A T IV E ^  ORMAN RO KEBERG  /  LABOR & COM M ERCE

FROM: R E P R E S E N t X t ^  JE A N N E T T E  JAMES /  MYRNA M CGH IE

SUBJECT: HB 3 $

DATE: 02 /18/OC

CC: X .J

This is to request a hearing on HB 382 to adjust the current law on the licensing o f  social 
workers. HB 382 will allow a temporary license (up to one year) for newly hired social 
workers undl they can take their licensing exam and obtain their permanent social worker 
license, and it will also extend the compliance date one year to July 1, 2001.

Thank you very much.
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To: Rep. Norman Rokeberg
Chairman
House Labor and Com|pAreS"Committee 

From: Rep. Andrew Halcro * [ y \
Re: HB 386, Brewpubs
Date: March 8, 2000

Attached are copies o f HB 386, my sponsor statement for the bill, and supporting 
information. I would appreciate your scheduling this bill for consideration by the House Labor 
and Commerce Committee at your earliest convenience.
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TONY KNOWLES, GOVERNOR
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TOLL FREE: 1-800-420-8920

DEPARTMENT OF HEALTH AND 
SOCIAL SERVICES

ADVISORY BOARD ON ALCOHOLISM AND DRUG ABUSE

b n

March 28, 2000

Representative Norman Rokeberg, Chair 
House Labor and Commerce Committee 
Alaska State Legislature 
State Capitol
Juneau, Alaska 99801-1182

Dear Representative Rokeberg and Committee Members:

On behalf of the Advisory Board on Alcoholism and Drug Abuse I ask your support in defeating 
passage of HB386, Brewpub Licenses. This bill seeks to double the current limitation on the 
amount of beer authorized to be produced by the holder of a brewpub license holding beverage 
dispensary license, from 75,000 gallons annually to 150,000 gallons per year.

The Advisory Board on Alcoholism and Drug Abuse has been charged with reducing consumption 
of alcohol statewide. The State Plan for Alcohol and Drug Abuse Services, "Results Within Our 
Reach" outlines a series of strategies aimed at reducing the negative consequences of substance 
abuse on individual Alaskans, families and communities.

We would need a population of 1.5 million to support the existing number of beverage dispensary 
licenses in the state, yet in legislative sessions bills are introduced to circumvent the number of 
licenses authorized per 3,000 population. This is going in the wrong direction. The Legislature 
has repeatedly expressed its concern about the high amount of alcohol consumption in the state 
and related devastating consequences.

The Board understands the rationale for this legislation, however we believe it is time to turn the 
tide on increasing the number of beverage dispensary licenses and urges you to vote no on 
passage of this bill.

Thank you for your consideration of this most important issue.

Sincerely,

Pamela L. Watts 
Executive Director

• ' in n  ( i  im i l i x y i  I , * j  p , | p i j r  I)  v  Q  !_'
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HB 386 

SPONSOR STATEM ENT

There are seven brewpubs in the state of Alaska. A majority of these brewpubs were 
created during a window in Alaska law that allowed an individual to hold both a brewer's license 
and a restaurant license, This is no longer allowed and restaurant owners must now purchase a 
full liquor license to serve their in-house beer.

The holder of a brewpub license is only allowed to manufacture 75,000 gallons of beer in 
a calendar year. For the average family restaurant, this quantity is not sufficient amount to 
supply one restaurant.

Alaska law does not currently allow for the establishment o f new brewpubs. 
Additionally, the limit on the number o f gallons allowed to be manufactured under a brewpub 
license does not provide enough capacity to allow sales to additional restaurants that might 
purchase a full liquor license.

HB 386 would increase the amount o f beer a brewpub license holder can manufacture 
from 75,000 to 150,000 barrels per year.
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FISCAL NOTE

Revision Date/Time (Note if correction) 
Title Brewpub Licenses

STATE OF ALASKA
2000 LEGISLATIVE SESSION

BILL NO. HB 386

RevenueDept. Affccted_
"BRU Alcoholic Beverage Control Bd.
'Com ponent Alcoholic Beverage Control Bd.

Sponsor
Requester

Representative Halcro
H ouse Labor & Commerce Committee

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

100

Note: Amounts do not include Inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | |

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts •
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate of any  cu rren t year (FY2000) c o s t:

POSITIONS
Full-timo
Part-time
Temporary

ANALYSIS: (Attach a separata page it necessary)

This bill doubles the limit on the amount of beer that a brewpub may produce -- from 75,000 gallons a year 
to 150,000 gallons.

This bill would have no fiscal impact on the Alcoholic Beverage Control Board.

Prepared by: Doug Griffin, Director_
Division Alcoholic Beverage Control Board

Phone 269-0351

Approved by: Commissioner Wilson Condon
Agency ____________ Department of Revenue

Date/Time March 28, 2000 -1 0  a.m. 

Date 03/28/2000

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

(Rev 10/99) 2000lnlorm.xls/OM0
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Moose’s Tooth Pub and Pizzeria 
d.b.a. Fresh Ale Pubs, L.L.C. 

P.O. Box 202549 
Anchorage, AK 99520 

(907) 258-2327 
(907) 258-2317 fax

March 16 ,2000

Representative Andrew Halcro
State Capitol
Juneau, AK 99801-1182

Dear Mr. Halcro:

Since opening M oose’s Tooth Brewing Company and M oose’s Tooth Pub and Pizzeria in 
1996, we have been interested in opening a second eating establishment in the Anchorage 
area and thanks to the passage o f  last year’s House Bill 69, we are close to completion o f  
our second location, the Bear Tooth Theatre Pub. However, due to the production cap 
that House Bill 69 placed on our brewery operations, we will not be able to produce 
enough beer to sell at our second location.

Prior to House Bill 69’s passage, our business operated on a restaurant and eating place 
license and on a separate brewery license. Under that licensing scheme, our brewery could 
brew an infinite amount o f  beer With this in mind and due to the large demand for our 
product, w e moved the brewery in 1998 into a 10,000 square foot building and installed a 
brewing system four times larger than the previous. Unfortunately, the laws regarding 
simultaneous ownership o f  restaurant and brewery licenses had changed since the State’s 
approval o f  our original licenses in 1996; although our licenses were grandfathered, under 
the new scheme we could not obtain a second license in order to open a second location.

Since House Bill 6 9 ’s passage, we have been building our second location and are close to 
opening. However, we are faced with the ironic situation that while the State now allows 
us to possess a second eating establishment license, the State’s cap on our beer production 
will leave us without enough beer to support sales at our second location.

Currently, w e employ 5 people at M oose’s Tooth Brewing Co., 87 people at M oose’s 
Tooth Pub and Pizzeria and within one year o f  operation o f  the Bear Tooth and its 
restaurant, w e anticipate employing an additional 100 people. If the production cap 
remains the same, we know some o f  the following will likely happen:

1) brewery employment figures will remain the same (currently our brewery can legally 
brew 2400 barrels but the plant can physically produce 20,000-30,000 barrels with new  
tankage and employ at least a dozen people)
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2) our distributor will end our contract to distribute our beer to the 27 draft accounts in 
southcentral Alaska (from Valdez to Homer) because we will be forced to allocate ever)' 
last keg to our own locations,

3) we will be forced to purchase another brand o f beer brewed by a miciobrewery in the 
lower 48, or

4) in the alternative, we will contract with a microbrewery in the lower 48 to produce our 
own beer and we will then import our beer back into the state (not a popular option within 
the company because we like to be able to claim that our product is made in Alaska);

5) we will close our brewery in Anchorage because it will be forced to continue at near 
present levels because o f  the cap in production; because o f  our expenditures for a new  
brewing system in 1998 we continue to operate at a loss,

6) if expansion and potential franchise is possible, and because w e can not produce 
enough beer in Alaska to supply our company’s retail establishments, we would relocate 
the brewery and overall corporate headquarters to the Pacific Northwest were our cost o f  
goods and labor would be substantially lower (although this option is not very attractive to 
us because as a company and as citizens o f  this state, w e regard southcentral Alaska as 
home, it makes sense in that many o f  our largest out-of-state competitors in the 
rnicrobrew industry have both retail eating establishments and unrestricted brewing 
capacity in their respective states; because we already compete with these companies 
(such as Sierra Nevada, Redhook, Portland Brewing Co., Full Sail, etc.) for tap handles in 
Alaska, our company might want to  be in a state where we can at least legally attempt to 
match our competitors’ production levels, especially when these breweries also enjoy the 
right o f  operate retail beer and food establishments, cheaper raw materials and cheaper 
labor).

I believe that w e are doing our part as Alaskans to produce jobs and quality Alaskan 
products but we will not be able to continue doing so if  we are now allowed to produce 
additional product at our brewery. I look forward to discussing our situation with you 
and your associates in the near future.

&
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April 3, 2000

The H onorable N orm an Rokeberg 
C ha ir Labor an d  C om m erce Com m ittee.
A laska  Legislature 
S ta te  Capitol, Room 24 
J u n e a u ,  AK 99801-1182

D ear R epresen tative  Rokeberg:

The M uM ctpM j^  p f  ̂ c h o r a g e  b p p b se rH R  ^86 ; Act relating to 
brewpub licenses."
We have five b rew pubs licenses in th e  m unic ipality  all located w ith in  
com m ercial a reas . T his H ouse Bill will double the  allow able beer 
p ro d u ctio n  for a  lan d  u se  th a t  is expected to be a n  accessory  u se  to a  b a r  
or re s ta u ra n t . This am en d m en t will have th e  effect of tu rn in g  th e  form er 
accesso ry  u se  in to  a  full-fledged in d u stria l operation . In d u s tria l land  
u se s  a re  n o t app rop ria te  th e  m iddle of o u r cen tra l b u s in e ss  d istric t.

An in d u s tr ia l lan d  u se  w ith  its  a tte n d a n t tru c k  traffic m oving raw  
m ate ria ls  in an d  p ro d u c t o u t is no t com patib le w ith a  trad itio n a l cen tra l 
b u s in e ss  d is tric t p ed estrian  environm ent. 150,000 gallons of beer 
m e a n s  p roduction  of 266 ,6 6 6  six packs or one six pack  for each  of o u r 
re s id en ts . T h at a m o u n t is m ore beer th a n  o u r ded icated  in d u stria l 
b rew eries produce.

If th is  bill does p a ss  th e  m unicipality  will have to consider p lacing  lim its 
on beer p roduction  a t  b rew pubs th rough  zoning to p reven t a  w onderful 
com m ercial a ttrac tio n  from  tu rn in g  into a  n u isan ce  in d u s tria l lan d  use .

D e p u ty  D ire c to r

M u n i c i p a l i t y

o f

A n c h o r a g e

C c : M a r y  K . H u g h e s ,  M u n i c i p a l  A t t o r n e y

R £ o e i v E D  

A P R ,l> 200(1
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F A C S IM IL E  C O V E R  S H E E T

To: House Labor & Commerce Committee O ffice
A laska State House

From: Mark Staples 
President
Midnight Sun Brew ing Company 
Anchorage, A K  99518

Please distribute to a ll Committee Members.

Comments

Attached is a letter outlin ing tny opposition to HB386. Please vote no on (his unfair b ill. This b i ll w ill 
serve the special interest o f  two licensees at the expense o f  the whole brewing industry'.

Please call i f  you have any questions regarding this bill.

t
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House Labo r &  Commerce Committee 
A laska State House

RE: House Bill 386
Dear Committee Members:

This letter is voice my opposition to H B386. HB38G is  designed to help two groups, which currently ho ld  
“ supe r licenses’ *. The super license, passed under last year’s H B69 . a llow s owners o f  dispensary licenses to se ll up 
to 7 5 ,0 0 0  ga llons o f  beer. The 75 ,000 -g a llon  cap was designed to a llow  these license holders to produce as much 
beer as they need to satisfy the demands o f  their own bars. Both o f  these lioense Itoldcrs have essentially reached o r 
are close to reaching m aximum  beer sales based on square footage and seating capacity. Even at their maximum, 
tlie demand from  their own bars is fa r  under the 75 ,000 -ga llon  cap. It is not feasible that demand from  cither o f  
tlicse bars w ill exceed 75 ,000  gallons.

The true reason fo r  H B 386  is  that bo lh  o f  diesc brewpubs are selling significant amounts o f  beer to other bars and 
restaurants. The current super license puts breweries at an extremely competitive disadvantage us it a llow s these 
groups to sell to other bars, restaurants and events at lower prices as a way to promote their own establishments. By 
undercutting the pricing o f  other A laska breweries and at times o ffering free beer, these super license holders are 
underm ining die A las! a  “ free enterprise" beer market. By promoting their beer and pubs with near-cost beer prices 
to other bars and restaurants, they are growing their brewpub business where highly profitab le sales are made.

A  recent example is that G lac ier Brewhouse gave free beer and bar services to the Anchorage Nordic Ski 
Association’ s annual ski train event. M idnight Sun had so ld  beer to this event in J 997, 1998 und 1S 99. W liilc  
M idnight Sun cannot a ffo rd  to donate free  beer to events such as this, G lacier Brewhouse mere ly uses it as a 
p rom otiona l vehicle to draw customers to its establishment.

The sp irit intended in  last yea r’s H B69 was c learly  designed to a llow  brewpubs to make enough beer to satisfy the 
demands o f  their onsite customers. Th is  new b ill goes beyond these intentions. Increasing the 75 ,000 -g a llon  lim it 
would create fu ll production and distribution breweries fronting as brewpubs.

These Super license holders are se lling  (o r  have so ld ) bocr to the fo llow ing  e stab lishm en t Hum py ’ s, H an y ’s, 
S im on's, Snow City Cafd, Southsidc B istro , P iper’ s at West Coast In l ’ l  Inn, Outback, Cm tle Company, Sitzmnrk, 
C ha ir 5, Upper One in  the Anchorage airport and others. See attachment.

By passing H B 386 , you arc sabotaging A laska ’ s brewing industry. Breweries w ork very hard to play by the nilCS. 
P lease don ’ t let a couple o f  brewpubs destroy la ir  beer business in A laska.

Thank you fo r  taking time to understand ou r position.

Sincerely,

M ark Staples 
President/Owner
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T hese are the accounts a s  of Sepem ber 1009. Both of these  brewpubs have m any m ore tap s now.
N um ber of Taps

M ooses Tooth HARRY'S RESTAURANT 1
M ooses Tooth HUMPY'S GREAT ALASKAN ALEHOUSE 3
M ooses Tooth RAY’S  WATERFRONT BAR & GRILL 1
M ooses Tooth RESURRECTION ROADHOUSE 4
M ooses Tooth S  ANDERSONS CATTLE CO. REST. 1
M ooses Tooth . SIMON AND SEAPORTS 2
M ooses Tooth SNOW  CITY CAFE 1

Bem le's Bungalo

G lacier Brewhouse BUSKIN RIVER INN 1
G lacier Brewhouse GLACIER SOUND INN 1
G lacier Brewhouse HAWTHORNE HOTEL-BENIHANA REST 2
Glacier Brewhouse HENRYS GREAT ALASKAN REST. 2
G lacier Brewhouse MYKEL'S RESTAURANT & LOUNGE 1
G lacier Brewhouse NOBODY’S  INN 1
G lacier Brewhouse PRINCESS HOTEL-FAIRBANKS 1
G lacier Brewhouse REGAL ALASKAN HOTEL 1

Glacier Brewhouse RESURRECTION ROADHOUSE 3
G lacier Brewhouse SCHAWBBNHOF 1

G lacier Brewhouse SEVE*N GLACIERS 1
G lacier Brewhouse SIMON AND SEAFORTS 1
G lacier Brewhouse Flight Deck 1
G lacier Brawhouse Sheraton Hotel 1
G lacier Brewhouse Sitzmarfc 1
G lacier Brewhouse Chair 5 1
G lacier Brewhouse Upper 1 @ the A nchorage Airport 1
G lacier Brewnouse Kodiak Airport 1
G lacier Brewhouse Hilton Hotel 1
G lacier Brewhouse Obradys Tutor 1
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F A C S IM IL E  M E SSA G E  C O V E R  SH E E T

T o : H ou se  L ab o r &  Com m erce  ''om m ittee  O ffic e
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F o llo w in g  a r e  2 p ag e (s ) in c lud ing  this c ove r sh ed .

R em a rk s ;

jn n e t , i f  y o u  haven ’ t a lready  distributed what I  p rev iou s ly  sent then I ’ d lik e  the attached 
U rcw p t.b  license  regu la tion s inc luded fo r  the com m ittee m embers. Thank  y ou  fo r  A L L  y ou r 
he lp !

^  o
c>> rt\ 
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See. 04.11.135. Brewpub license.
(a) A brewpub license authorizes the holder of a beverage dispensary license to

(1) manufacture on premises licensed under the bovcrage dispensary license not
more than 75,000 gallons of beer in a calendar year;

, (2) sell beer manufactured on premises licensed under the beverage dispensary
license for consumption on the licensed premises or other licensed promises of the beverage 
dispensary licensee that arc also licensed as a beverage dispensary;

(3) sell beer manufactured on the premises licensed under tire beverage dispensary 
license in quantities of not more than five gallons per day to an individual who Is present on 
the licensed premises;

(4) provide a small samplo of the brewpub's beer manufactured on the premises 
free of charge unless prohibited by AS 04,16,030; and

(5) sell beer manufactured on the premises licensed under tho beverage dispensary 
license to a person licensed as a wholesaler under AS 04.11,160.

(b) Except as provided under AS 04.11,360(10), the brewpub license is not transferable, 
shall remain the property of the state, and is not subject to any form of alienation,

(c) The biennial brewpub license fee is $500.
(d) Notwithstanding (a) of this section, tire holder of a brewpub license who under the 

provisions of AS 04.11.450(b) formerly held a brewery licenso and a restaurant or eating place 
license and who, under the former brewery license, manufactured beer at a location other than the 
premises licensed under the former restaurant or eating place license may

(1) manufacture not more than 75,000 gallons of beer jn a calendar year on 
premises other than the premises licensed under the beverage dispensary license;

(2) provide a small sample of the manufactured beer free of charge at tho location 
the beer is manufactured unless prohibited by AS 04.16.030; and

(3) sell the beer authorized to be manufactured under this subsection
(A) on the premises licensed under the beverage dispensary liconse or 

other licensed promises of the beverage dispensary licensee that are also licensed as a 
bovcrago dispensary; .

(B) to a wholesaler licensed under AS 04.11,160; or
(C) to an individual who Is present on the premises where iho beer is * \  

manufactured in quantities of not more than five gallons per day.
w History -
'  (See. 3 ch 111 SLA 1988; am Sec. 7 ch 63 SLA 1993; am Sec. 6,7 ch 101 SLA 1995; am See. 3 

Ch 136 SLA 1996; am See. 5,6 ch 74 SLA 1999)
Amendment Notes -

The 1993 amendment, effective December 31, 1993, in subsection (c), substituted 
"bionnial" for ''annual" and increased tho license fee.

The 1995 amendment, effective July 1, 1995, substituted "75,000 gallons" for "16,000 
gallons" in paragraph (a)(1) and made ?. section reference substitution in subsection (b).

The 1996 amendment, effective October 1, 1996, in subsection (a), added paragraphs (3) 
and (4) end mado related changes.

The 1999 amendmont, effective July 1,1999, in subsection (a) adaed "or other licensed 
premises of the beverage dispensary licensee that arc also licensed as a beverage dif.pciuary" a* 
the end of paragraph (2), added paragraph (5), and made related stylistic changes; and added 
subsection (d). • . .
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S ilver  Gulch
B re w in g  a  B o t t lin g  S*

Fa ir b a n k s ? A l a s k a
t

March 31,2000

Alaska State Legislature

House Labor and Commerce Committee

S u b je c t : H B  3 8 6

D e a r  C om m itte e  M e m b e r s :

T h is  le t te r  is  to  re g is te r  o p p o s i t io n  to  th e  p ro p o sed  I Irew p u b  S u p e r  L ic e n s e  B in  (H B  3 8 6 )  
t h a t  is  c u r re n t ly  be ing  rev iew ed  by y o u r  com m ittee . B y  d o u b lin g  th e  e x is tin g  p ro d u c tio n  c ap
fo r  b rew pub®  fro m  7 5 ,0 0 0  g a l lo n s / y e a r  to  1 5 0 ,00C 
c r ip p le  t h e  s m a l l b re w e r ie s  in  A la sk a .

A s m an y  o f  y o u  k n ow , th e  p r im a ry  b u s in e ss  o p e ra t io n  o f  a  b re w p u b  is  in ten d ed  to  be  o n -  
p r e m is e  s a le s  o f  b e e r b y  th e  g la s s , a n d  f o o d - s e r v t *  o p e r a t io n s . G e n e ra lly  sp e ak in g , a  
b rew pu b  is  e s s e n t ia lly  a  r e s t a u r a n t  w ith  a n  “a tta c h  sd ’ b e e r-m a k in g  fa c ility . T h e  p r im a iy  
re v e n u e  fo r  th e  b rew p u b  c om es  fro m  th e  food -se rv ice  
“m a rk e t in g  to o l’. ’

g a llo n s /y e a r , th is  b i l l w ill e ffec tive ly

U n lik e  th e  b rew pu b , a  b r e w e ry  is  a  p ro d u c tio n  fa c ili i 
a n d  s e ll i t  to  o th e r  lic e n se  h o ld e rs  (b a r s / r e s ta u ra n  
lic e n c e  h o ld e r  i s  s p e c i f i c a l ly  fo rb id d e n  b y  c u r r e n t  
o n -p r e m is e  b a r  f o r  t h e  s a le  o f  b e e r . T h u s , b e e r p rod  
g e n e ra t in g  o p e ra t io n s  o f  a  b rew e ry .
C u r re n t ly , w e a s  b rew e rs  a re  fa c in g  in c rease  ’ c on :; 
c u r re n t  m a rk e t  p lace . B y  d o u b lin g  th e  e x is tin g  
o p e n  l i c e n s e  t o  f l o o d  t h e  m a r k e t  w i th  t h e i r
r e s ta u ra n t  o p e ra t io n s , a n d  e ffec tiv e ly  p u t  the  s m a l l

p r o !
p ro

a c t iv itie s , a n d  th e  b e e r is  e s s e n t ia lly  a

j(ty d i a l ’s  s o le  p u rp o s e  is  to  m a k e  beer, 
t s  o r  b e e r  w h o le s a le rs ). A  b re w e ry  
A la s k a  s t a t u t e s  f r o m  o p e r a t in g  a n
u c tio n  a n d  s a le s  a re  th e  o n ly  re v e n u e

p e tit io n  from  th e se  “b rew pu b s ' in  th e  
u c t io n  c a p , th e se  b rew pubB  w ill h a ve  
d u c t s  th a t  a re  su b s id ize d  b y  th e ir  

e r le s  o u t  o f  b u s in e s s .brew

A s a  p to p o a c d  a lt e r n a t iv e  to  th e  c u r re n t  w o rd in g  o f  H B 3 8 6 , w e h a v e  p ro p o se d  a n  
a m e n d m e n t  th a t  w o u ld  g ive th e  b rew pub s  w h a t th e y  d e s ire  (in c re a sed  p ro d u c tio n  
a llow an c e s  fo r  se rv in g  th e ir  o r i-p rem ise  c u s tom e rs ) , a h d  g ive th e  b rew e rie s  w h a t they  n eed  to  
s ta y  in  b u s in e s s  (a  le v e l  p la y in g  f i e ld  in  th e  m a rk e tp la c e ). T h e  p ro p o se d  am e n d m en t w o u ld  
d is a llow  th e  b rew pu b s  f r o m  s e l lin g  to  th e  o p en  m a rk e t  th ro u g h  a  w h o le s a le r . T h is  is  in  
k eep in g  w ith  th e  in te n t o f  a  b rew p u b  licen se , w h ich  is  fo r  p ro d u c tio n  o f  b e e r fo r  s a le  o n ­
p rem is e . T h e  te x t o f  th is  p ro p o se d  am e n d m en t is  a t t  ic h ed , fo r  y o u r  c on s id e ra t io n .

Thank You.

Sincerely,

Glenn Brady 
President, Silver Gulch Brewing and Bottling, Iiic

% o

A m e r i c a ' s  M o s t  N o r t h e r n  b r e w e r y

mailto:enn@silvergulch.com
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a m e n d m e n t

OFFERED IN THE HOUSE LABOR & COMMERCE COMMITI’EE 
TO: HB 386

Page 2, line 1,
Delete subsection 5.

Page 2, line 17, following “dispensary”
Insert “or”

Page 2, line 18
Delete “(B) to a wholesaler licensed under AS 04.11.160; or

Page 2, line 19
Renumber (C) to (B)
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Representative Norman Rokeberg, Chairman 
Representative Andrew Halcro, Vice-Chairman 
Representative John Harris 
Representative Lisa Murkowski 
Representative Jerry Sanders 
Representative Tom Brice 
Representative Sharon Cissna

FOR YOUR HOUSE BILL 386 FILE
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Date: 3/30/00

F A C S IM IL E  M E SSA G E  C O V E R  S H E E T  j U

%VT o : H ou se  L ab o r &  Com m erce  Com m ittee O ffic e  /  W v
A la sk a  S ta te  House %

*** Please distribute to All House Labor & Commerce Committee Members

fa s : ( 9 0 7 ) 4 6 5 - 2 0 4 0  *

F o llow in g  a re  ____2____pagc (s ) inc lud ing this cove r sheet.

R em a rks :

T he  attached le tte r is in regards to  H ouse B i l l  3 8 6  cu rren tly  schedu led fo r  re v iew  by y o u r  
com m ittee  on  F rid ay , M arch  3 1st. P lease  do  n o t go fo rw a rd  w ith  th is  u n fa i r  b rew p u b  b i l l  b y  
c re a t in g  a s u p e r  licen se  a t  the expense  o f  th e  b rew e ry  licen se  h o ld e rs !

I f  y ou  have an y  questions, p lease do not hesitate to contact m e at the num ber be low . ( 
w ill be m  the o ffic e  a l l m orn ing , p r io r heading up the h i ll to  testify .

F rom : M a rc y  L a rson
A la skan  B rew ing ,C o . 
5 4 2 9  Shnunc Dr. 
Juneau , A K  99801 

I'h : ( 9 0 7 ) 7 8 0 - 5 8 6 6
Fax : (9 0 7 )  7 8 0 -4 5 1 4

t
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H ouse L a b o r &  Com m erce  Com m ittee M arch  3 0 ,2 0 0 0
A la sk a  State House

D e a r C om m ittee  M em bers :
T h is  le tte r is ro  reg iste r opposition f o r  the p roposed Brewpub S u p e r  License bill (HB 

3 8 6 )  cu rren t ly  be ing  rev iew ed  by y o u r com m ittee. B y  d oub ling  the p roduc tion  cap fo r  
b rew pubs, y ou  w ill skew er the cu rren t som ewhat le ve l p la y in g  fie ld  fo r  brew ers in A la sk a . A t 
th is tim e , there  a re  tw o types o f  b rew ing  licenses: the B rew e ry  license, and the B rew pub  license, 
R a is in g  the cap to  1 5 0 ,0 0 0  g a llo n s  fo r  brewpubs and turning th is type o f  license  into a **super 
lic e n se ” , w i l l d e va s ta te  th e  sm a ll b rew e rs  ho ld ing  o n ly  b rew ery  licenses.

The sm a ll b rew e r w ith o n ly  a b rew ery  license is n o t a llow ed  to  se ll th e ir beer fo r  
consum ption  on  the prem ises (re ta i l) . Th is law  was put in p la ce  to  p ro tec t the (h rcc -tie r system , 
and keep the su pp lie r (b rew e r) from  con tro llin g  both re ta il and w ho le sa le  venues. Thus a s m a ll 
b re w e r  can  o n ly  s e l l b e e r a t  w h o le sa le  to a licensed re ta ile r o r  to a d istribu to r. A  b r e w e ry ’ s 
p r im a r y  business Is b rew iu g  a n d  se llin g  b e e r . A t th is time there are nine such licensed

A s y ou  m ay  re a liz e , the p ro fits  from  se llin g  a keg  o f  beer a p in t at a tim e are fa r  la rg e r 
than s e llin g  the keg  to a re ta ile r o r d istribu to r. T h is  (the re ta il business) is the venue in w h ich a 
b rew pub  operates. A brewpub’s primary business Is th e  restaurant/pub establishment they 
o p e ra te . T he  b rew pub license a llow s  this pa rticu la r g roup o f  licensees the ab ili ty  to  s e l l the ir 
beer bo th  th rough th e ir pijbs AND th rough w ho lesa le  d is tribu to rs . In  o th e r w o rd s , a brewpub 
can  s e l l b e e r at retail AND a t  w h o le sa le . T h e  reta il pa rt is the p ro fita b le  p o rtio n , w h ile  the 
w h o le sa le  po rtion  does not have  to be. The sa le  o f  brewpub beer to d is tribu to rs w o rks  as an 
idea l ad ve rtis ing  too l to  attract consum ers to the ir p rim a ry  business, the pub. A  w e ll p laced  tap 
in a p la ce  lik e  the Anchorage a irp o rt can generate e xce llen t exposu re fo r  the b rew pub , which fo r  
the sm a ll o r  new  brewpub m ay be im portant. Thus ,w h tle  w ho le sa le  w as a llow ed , the b rew pub 
capac ity  cap w as set up to he lp  e lim in ate  abuse o f  this adve rtis ing  t o o l . R a is in g  the cap , w ou ld  
a l lo w  fo r  extensive  abuse at the detrim ent o f  the sm a ll brew er.

If the brewpubs were o n ly  using their capacity to  supp ly  the ir ow n estab lishm ents , they 
w ou ld  not be in d irect and un fa ir com petition  w ith the b rew eries . B u t un fo rtun a te ly , brewpubs 
a re  not selling beer only throngh their pubs. B rew pub  beer can be found  in a  great m any  
estab lishm en ts ou tside the brewpub! A  qu ick check a round  the state ind icates that y ou  can fin d  
G lu e ie r B rew hou se  o r  M o o se ’ s T oo th  taphand les (both A nchorage b rew pubs) th roughou t the 
state. H e re  a re  ju s t  a few  exam p les : U pper One in the A nchorage a irp o rt. H u m p y ’ s in dow ntow n 
A nchorage , T sa in a  L odge  in  V a ld e z , F o od  Facto ry  in  Fa irb anks , R u sk in  Inn  in  K o d ia k , D ow n  
East S a lo o n  in  H om e r, M y k c l's  Restauran t in S o ld o tn a , etc. This illustrates that brewpub 
holders are using their license to sell already significant quantities of beer through 
w h o le s a le  c h an n e ls  all over the state of Alaska, in d irec t and un fa ir com petition  w ith b rew ery  
license  ho lde rs  whv, cannot s e l l th rough reta il channels .

B rew pubs can a lready  s e l l both w ho le sa le  and re ta il. B rew e rie s  can' o n ly  se ll w h o le sa le . 
T he  b rew pub cap was the o n ly  th ing that m ade this w o rkab le  fo r  both types o f  licenses. D o  n o t 
u p se t th e  b a la n c e ! P let'se d o  not g o  fo rw a rd  w ith  (h is u n fa ir  b rew pub b i ll by c reating  a super 
license  at the expense o f  the b rew ery  license ho lders. T hank y ou  fo r  y o u r he lp  in this m atter.

b rew ers .

S in ce re ly ,



To: All members of the House Labor and Commerce Committee March 30,2000
Re: HB 386

f am writing to voice my opposition with tho proposed HB 386 that is before your committee. It is a 
change to HB 60 that was passed in hist year’s 9essioa that changed the state’s brewpub license to allow for 
retail on-premise s&laand wholesale distribution. The change was based on the tact that in 1996 four new 
establishments were licensed in the Anchorage area as a “brewery" and “restaurant or eating place”, thus 
circumventing the “brewpub" license that was more difficult to obtain due to the “beverage dispensary 
license” that is required in conjunction with this license. Please ncte, a “beverage dispensary license", if 
available, is only available on the secondary market at this time: It was at this time Homer Brewing 
Company was applying for its license. It was at this time the combination licenses were halted, preventing 
an owner of a brewery to have direct or indirect financial interest in a beverage dispense y license (among 
other licenses). With the laws in place as they were, it was decided by this company to apply as a 
"brewery" in order to sell bear on the wholesale market, something a brewpub could not do. Brewpubs 
were also limited to brewing 75000 gallons per year. This cap far exceeds our current production, however 
our growth has been anticipated to exceed this amount. In 1999’s legislative session, HB 69 was passed th si 
created something of a “super” license. Suddenly “brewpubs” were allowed to sdl beer manufactured on 
premises Licensed under the beverage dispensary license f ix  consumption on the licensed premise. (2) sell 
beer manufactured on the premises licensed undo- the beverage dispensary license in quantities of not more 
than 5 gallons per day (4) provide samples of the brewpub's beer (something not allowed as only a 
beverage dispens*yX5) sell beer manufactured aa the premises licensed under the beverage dispensary 
license to a person licensed as a’wholesaler. Homer Brewing Company and cxfier breweries statewide 
opposed this bill, though it was passed The only saving grace of the current brewpub license is that there Is 
a cap of production of75000 gallons. HB 386 doubles the amount to 150000 gallons per year. With this 
exorbitant amount, why impose a cap? I can appreciate the success of these establishments that wculd 
benefit from the change of production, but the intent of a “brewpub" is to sell beer that has been 
manufactured for sale an the premises. Selling to the wholesale market is not the intent of a “brewpub" and 
dearly steps onto the turf of Sec 04.11.450. I f75000 gallons Is not sufficient to supply a family restaurant’s 
pub then I agree with the change, but do not allow for the sale of their product to a licensed wholesaler with 
the higher cap. If you leave this in, it is then allowing these “super brewpubs” to market their beer in outlets 
reserved for breweries. It certainly would make marketing sense for these “brewpubs" to undersell their 
product in this venue in order to obtain market share, knowing that the higher profits will be obtained 
through their own retail safes.

This appears to me as unfair competition and will prevent the creation of future small breweries. I 
repeat to you, the wholesale market is a brewery’s sole existence by AJaskan Jaw. With this in mind, I am 
asking you to either not pass HB 386 or delete the wholesale distribution by a brewpub.

Thank you for your consideration and attention to this matter.

Andrew Halcro

1562 H om er Spit Road * Homer, Alaska 99603 • (907) 235-3626



TONY KNOWLES, GOVERNOR

DEPARTMENT OF HEALTH AND 
SOCIAL SERVICES

ADVISORY BOARD ON ALCOHOLISM AND DRUG ABUSE

P.O. BO X  110608
JUNEAU, ALASKA 99811-0608
PHONE: (907)465-8920
FAX: (907)465-4410
TOLL FREE: 1-800-420-8920

M arch 28, 2000

R £ c e i v e d

%  30 2U
R e p resen ta tiv e  N orm an R okeberg , C hair &UUU
H o u se  Labor a n d  C o m m erce  C om m ittee 
A laska S ta te  Legislature 
S ta te  Capitol
J u n e a u , A laska 99801-1182

D ea r R ep re sen ta tiv e  R okeberg  a n d  C om m ittee M em bers:

On b eha lf o f th e  Advisory B oard on Alcoholism  an d  Drug A b u se  I a s k  your su p p o rt in defeating  
p a s s a g e  o f HB386, Brew pub L icenses. This bill s e e k s  to  doub le  th e  c u rren t limitation on the 
am o u n t of b e e r  au th o rized  to b e  p roduced  by th e  ho lder of a  b rew pub licen se  holding b ev e rag e  
d isp en sa ry  license, from 75 ,000  gallons annually  to 150 ,000  gallons p e r  year.

T h e  Advisory B oard on A lcoholism  and  Drug A b u se  h a s  b e e n  c h a rg e d  with reducing  consum ption  
of alcohol sta tew ide . T h e  S ta te  Plan for Alcohol an d  Drug A b u se  S e rv ices , "R esu lts  Within O ur 
R each" ou tlines a  s e r ie s  o f s tra te g ie s  a im ed  a t reducing  th e  neg a tiv e  c o n s e q u e n c e s  of su b s ta n c e  
a b u s e  on individual A laskans, fam ilies a n d  com m unities.

W e would n e e d  a  population of 1.5 million to su p p o rt th e  existing n u m b er o f b e v e ra g e  d isp en sa ry  
licen ses  in th e  s ta te , y e t in legislative s e s s io n s  bills a re  in troduced  to  c ircum ven t th e  num ber of 
lic e n se s  au th o rized  p er 3 ,000 population. This is going in th e  w rong direction. T h e  L egislature 
h a s  rep ea ted ly  e x p re s s e d  its co n cern  ab o u t th e  high a m o u n t of alcohol consum ption  in th e  s ta te  
an d  re la ted  d ev asta tin g  c o n se q u e n c e s .

T h e  Board u n d e rs ta n d s  th e  rationale for this legislation, h o w ev er w e  believe  it is tim e to turn the 
tide on increasing  th e  n um ber o f b& "■.rage d isp e n sa ry  lic en ses  a n d  u rg e s  you to  vo te  no  on 
p a s s a g e  of th is bill.

T h an k  you for your considera tion  of this m o st im portant issue .

S incerely,

P a m e la  L. W atts  
E xecutive D irector
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R e p r e s e n ta t iv e  N o rm a n  R o k e b e r g ,  C h a i rm a n  

R e p r e s e n ta t iv e  A n d r e w  H a lc r o ,  V ic e - C h a ir m a n  

R e p r e s e n ta t iv e  J o h n  H a r r is  

R e p r e s e n ta t iv e  L i s a  M u r k o w s k i  

R e p r e s e n ta t iv e  J e r r y  S a n d e r s  

R e p r e s e n ta t iv e  T o m  B r ic e  

R e p r e s e n ta t iv e  S h a r o n  C is s n a

S ta te  C a p i to l  

J u n e a u ,  A K  9 9 S 0 I - 1 182 

T e le p h o n e :  ( 9 0 7 )  4 6 5 - 4 9 5 4  

F a x : ( 9 0 7 ) 4 6 5 - 2 0 4 0

M EM ORANDUM

TO: Suzi Lowell, C hief Clerk
Alaska House o f Representatives

FROM: Representative Norman Rokeberg, Chairman f  /
House Labor & Commerce Committee

DATE: March 17, 2000

RE: CSHB 398 (L&C)

CSHB 398 (L&C), LS 1376\H, as read across, is not the bill that was to be reported 
out o f the Com m ittee.

The Com m ittee adopted Version G o f this legislation and amended that version.
The H version appears to be the original D version o f the bill with the am endm ent 
that the Com m ittee adopted at its meeting.

Attached is a corrected CS for this legislation. The bill is currently before the House 
Judiciary C om m ittee for consideration.

Thank you.



Addition of “or intervene” twice.

Section 21.
AS 21.79.060<r)
(r) The association is entitled to appear OR INTERVENE in a court or agency 
proceeding in this f fHE) state involving an impaired or insolvent insurer that the 
associatipius or may be obligated to or involving a person or property against whicklhs 
association mav have rights. The standing conferred by this subsection extends to all 
matters germane to the powers and duties of the association, including proposals to 
reinsure or guarantee a covered policy of the impaired or insolvent insurer and the 
determination of a covered policy and a contractual obligation. The association also has 
the right to appear OR INTERVENE before a court or agencv in another state in_a 
proceeding involving an impaired or insolvent insurer that the association is or may.bg 
obligated to or involving a person or property against which the association mav have 
rights.

Suggested amendment to Committee Substitute HB 398:
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CS FOR HOUSE BILL NO. 398( )

IN THE LEGISLATURE OF THE STATE OF ALASKA  

TWENTY-FIRST LEGISLATURE - SECOND SESSION

B Y

O ffe re d :
R e fe rre d :

Sp< i'^ o r(s ): R E P R E S E N T A T IV E  H A R R IS

A BILL

FOR AN ACT ENTITLED 

"An Act relating to the Alaska Life and Health Insurance Guaranty Association."

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

* Section 1. AS 21.79.010 is repealed and reenacted to read:

Sec. 21.79.010. Purpose. The purpose o f  this chapter is to protect, subject to

certain limitations, the persons specified in AS 21.79.020(a) against failure in the 

performance o f  contractual obligations under life insurance and health insurance 

policies and annuity contracts specified in A.5 21.79.020(b) because o f the impairment 

or insolvency o f the member insurer that issued the policies or contracts. To provide 

this protection, an association of insurers is created under AS 21.79.040 to pay benefits 

and continue coverages as limited by this chapter, and members o f the association are 

subject to assessment to provide funds to carry out the purpose o f this chapter.

* Sec. 2. AS 21.79.020(a) is amended to read:

(a) This chapter applies to a policy and contract specified in (b) o f this section

and to a person who

(1) except for a nonresident certificate holder under a group policy or
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contract, is the beneficiary, assignee, or payee of a person described in (2) o f this 

subsection; and

(2) excep t in th e  case o f an  unallocated  an n u ity  c o n tra c t o r  a 

s tru c tu re d  se ttlem en t an n u ity , is the owner of, or a certificate holder under, the 

policy or contract, [OR, IN THE CASE OF AN UNALLOCATED ANNUITY  

CONTRACT, IS THE CONTRACT HOLDER,] and who

(A) is a resident^ [,] or

(B) is not a resident, if  the following conditions are satisfied:

(i) the insurer that issued the policy or contract is 

domiciled in this state;

(ii) [THE INSURER NEVER HELD A LICENSE OR 

CERTIFICATE OF AUTHORITY IN THE STATE IN WHICH THE 

PERSON RESIDES;

(iii)] the state in which the person resides has an 

association similar to the association created by this chapter; and

lilil  [(iv)] the person is not eligible for coverage bv an 

associa tion  in anv o th e r s ta te  d ue  to the fac t th a t th e  in su re r  w as 

n o t licensed  as requ ired  bv law in th a t  s ta te  [OF THE 

ASSOCIATION OF THE STATE IN WHICH THE PERSON 

RESIDES].

* Sec. 3. AS 21.79.020(c) is amended to read:

(c) This chapter does not apply to

(1) that part o f a policy or contract that is not guaranteed by the

insurer;

(2) that part o f the risk borne by the policy or contract holder;

(3) a policy or contract of reinsurance, unless an assumption certificate 

has been issued;

(4) that part o f a policy or contract to the  ex ten t th a t  [ON WHICH] 

the rate o f interest on w hich it is based, o r  th e  in teres t ra te , c red itin g  ra te , o r 

sim ila r fac to r de te rm in ed  bv use o f an  index o r  o th e r ex ternal reference sta ted  in 

th e  policy o r  c o n tra c t em ployed in calcu lating  re tu rn s  o r  changes in  value.

WORK D R A FT  WORK D RA FT  1-LS1376\G
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(A) averaged over the period of four years before the date on 

which the m em b er in su re r becomes an  im paired  o r  insolvent in su re r un d er

th is  c h a p te r , w hichever occurs f irs t [ASSOCIATION BECOMES 

OBLIGATED WITH RESPECT TO THE POLICY OR CONTRACT], exceeds 

th e  [A] rate o f interest determined by subtracting two percentage points from 

the published monthly average for that same four-year period or for a lesser 

period if  the policy or contract was issued less than four years before the 

m e m b er in s u re r  becom es an  im paired  o r  insolvent in su re r  u n d e r  this

c h a p te r  [ASSOCIATION BECAME OBLIGATED]; and

(B) on and after the date on which the m e m b er in su re r

becom es a n  im p a ire d  o r  insolvent in su re r u n d e r  th is ch ap te r, w hichever 

occurs f irs t [ASSOCIATION BECOMES OBLIGATED WITH RESPECT TO 

THE POLICY OR CONTRACT], exceeds the rate o f interest determined by 

sub'./acting three percentage points from the most recent published monthly 

average;

(5) a plan or program of an employer, association, or similar entity to 

provide life, health, or an annuity benefit to an employee or member, to the extent that 

the plan or program is self-funded or uninsured, including a benefit payable by the 

employer, association, or similar entity under

(A) a multiple employer welfare arrangement as defined in 29 

U.S.C . 1002 [26 U.S.C. 414] (Employee Retirement Income Security Act of 

1974);

(B) a minimum premium group insurance plan;

(C) a stop-loss group insurance plan; or

(D) an administrative services only contract;

(6) that part o f a policy or contract that provides a dividend or 

experience rating credit o r  voting rig h ts , or provides that a fee or allowance be paid 

to a person, including the policy or contract holder, in connection with the service to 

or administration o f the policy or contract; [AND]

(7) a policy or contract issued in this state by a member insurer at a 

time when it was not licensed or did not have a certificate of authority to issue the
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policy or contract in this statei

(8) a person who is a payee or beneficiary of a contract holder who 

is a resident of this state if the navee or beneficiary is provided coverage bv the 

association of another state;

(9) a person covered under (e) of this section if any coverage is 

provided bv the association of another state to that person;

(10) an unallocated annuity contract issued to or in connection with 

a plan protected under the United States Pension Benefit Guaranty Corporation, 

regardless of whether the United States Pension Benefit Guaranty Corporation 

has become liable to make anv payments with respect to the benefit plan;

(11) that part of an unallocated annuity contract that is not issued 

to or in connection with a specific employee, union, or association of natural 

persons benefit plan or a government lottery;

(12) that part of a policy or contract to the extent that assessments 

required bv AS 21.79.070 with respect to the policy or contract are preempted bv 

law;

(13) an obligation that does not arise under the express written 

terms of the policy or contract issued bv the insurer to the contract owner or 

policy owner, including, without limitation.

(A) a claim based on marketing materials:

(B) a claim based on a side letter or other document that 

was issued bv the insurer without meeting applicable policy form filing or 

approval requirements:

(C) a misrepresentation of or regarding policy benefits:

(D) an extra contractual claim: or

(E) a claim for penalties or consequential or incidental

damages;

(14) a contractual agreement that establishes the member insurer's 

obligations to provide a book value accounting guaranty for defined contribution 

benefit plan participants bv reference to a portfolio of assets that is owned bv the 

benefit plan or its trustee, which, in each case, is not an affiliate of the member

WORK DRAFT WORK DRAFT 1-LS1376\G
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(151 th a t p a r t  o f a  policy o r  co n trac t to the ex ten t th e  p a r t  o f the

policy o r  con tract provides fo r in terest o r  o th e r changes in value to  be determ ined

bv the  use o f an  index o r  o th e r ex ternal reference stated  in the  policy o r  con tract.

b u t th a t have no t been cred ited  to  the policy o r  c o n tra c t o r  as to  w hich the policy

o r  c o n tra c t o w n er 's  rig h ts  a re  sub jec t to  fo rfe itu re , as o f  th e  d a te  th e  m em ber

in su re r  becom es a n  im p aired  o r  insolvent in su re r  u n d e r th is c h a p te r , w hichever 

is ea rlie r: if  a  policy’s o r  c o n tra c t's  in te rest o r  changes in value a re  c red ited  less

frequen tly  th an  annually , then , fo r purposes o f determ in ing  the  values th a t have 

been cred ited  an d  a re  not su b jec t to  fo rfe itu re  u n d er this p a ra g ra p h , th e  in terest

o r  change in value d e te rm in ed  bv using the p rocedu res  defined  in  th e  policy o r 

c o n tra c t shall be c red ited  as if  the  con trac tua l d a te  o f c red itin g  in te re s t o r

chan g in g  values w as the  d a te  o f im pairm en t o r  insolvency, w h ichever is ea rlie r, 

a n d  will no t be su b jec t to fo rfe itu re .

* Sec. 4. AS 21.79.020 is amended by adding new subsections to read:

(e) This chapter, except for (a) of this section, applies to an unallocated 

annuity contract specified under (b) of this section, and shall provide coverage to a 

person who is the owner of

(1) the unallocated annuity contract if the contract is issued to or in 

connection with a specific benefit plan whose plan sponsor has its principal place of 

business in this state; and

(2) an unallocated annuity contract issued to or in connection with a 

government lottery if the owner is a resident.

(f) This chapter, except for (a) of this section, applies to a structured settlement 

annuity specified under (b) o f this section, and shall provide coverage to a person who 

is a payee under a structured settlement annuity, or the beneficiary o f a payee if the 

payee is deceased, if the payee is

(1) a resident, regardless o f where the contract owner resides; or

(2) not a resident, but only if  both o f the following conditions exists:

(A) the contract owner of the structured settlement annuity is

(i) a resident; or
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(ii) not a resident, but the insurer that issued the 

structured settlement annuity is domiciled in this state, and the state in 

which the contract owner resides has an association similar to the 

association created by this chapter; and

(B) the payee, or the payee's beneficiary, and the contract owner 

are not eligible for coverage by the association o f the state in which the payee 

or contract owner resides.

* Sec. 5. AS 21.79.025 is amended to read:

Sec. 21.79.025. Liability limits. The benefits for which the association may 

become liable may not exceed the lesser of

(1) the contractual obligations for which the insurer is liable or would 

have been liable if  it were not an impaired or insolvent insurer;

(2) with respect to any one life, regardless o f the number o f policies 

or contracts, [AND SUBJECT TO AN AGGREGATE OF 5300,000,]

(A) $300,000 in life insurance death benefits, but not more than 

$100,000 in net cash surrender and net cash withdrawal values for life 

insurance;

(B) [$100,000] in health insurance benefits,

(i) $ 100.000 fo r coverage no t defined  as d isab ility  

in su ran ce  o r  basic hospital, m edical, an d  su rg ica l in su ran ce  o r  

m a jo r  m edical in su rance , including any net cash s u r re n d e r  an d  net 

cash  withdrawal values;

(ii) $300.000 fo r d isability  in su ran ce ;

(in) $500.000 for basic hospital, m edical, an d  surgical 

in su ran ce  o r  m a jo r  m edical in su rance:

(C) $100,000 in the present value of annuity benefits, including 

net cash surrender and net cash withdrawal values; [OR]

(3) with respect to any one contract holder o r  p lan  sp o n so r w hose 

p la n  ow ns d irec tly  o r  in tru s t  one o r  m ore unallocated  a n n u ity  c o n tra c ts  not 

included  in (4) o f  this subsection . $5,000,000 in unallocated annuity contract benefits, 

irrespective o f the number o f contracts held by that contract holder o r  p lan  sponsor

1-LSI376XG
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except that in the case of one or more unallocated annuity contracts that are 

covered under this chapter and that are owned bv a trust or other entity for the 

benefit of two or more plan sponsors, coverage shall be provided bv the 

association if the largest interest in the trust or entity owning the contract is helc 

bv a plan sponsor whose principal place of business is in this state: however, the 

association is not liable to cover more than $5.000,000 in benefits with respect to 

an unallocated annuity contract not included in (4) of this subsection:

(4) with respect to an individual participating in a governmental 

retirement benefit plan established under 26 U.S.C. 401. 26 U.S.C. 403( b). or 26 

U.S.C. 457 and covered bv an unallocated annuity contract, or to a beneficiary of 

the individual if the individual is deceased, in the aggregate. $100.000 in present- 

vahie annuity benefits, including net cash surrender and net cash withdrawal 

values: or

(5) with respect to each pavee of a structured settlement annuity, 

or beneficiary of the pavee it the payee is deceased. $100.000 in present-value 

annuity benefits in the aggregate, including net cash surrender and net rash 

withdrawal values, if any.

* Sec. 6. AS 21.79.025 is amended by adding new subsections to read:

(b) The limitations imposed under this section are limitations on the benefits 

for which the association is obligated before taking into account either its subrogation 

and assignment rights or the extent to which those benefits could be provided out of 

the assets of an impaired or insolvent insurer attributable to covered policies. The 

costs o f the association’s obligations under this chapter may be met by the use o f  

assets attributable to covered policies or reimbursed to the association under its 

subrogation and assignment rights.

(c) In providing coverage required under AS 21.79.060, the association may 

not be required to guarantee, assume, reinsure, or perform, or cause to be guaranteed, 

assumed, reinsured, or performed, the contractual obligations o f an insolvent or 

impaired insurer under a covered policy or contract when the obligations do not 

materially affect the economic values or eco- mic benefits o f the covered policy or 

contract.

-7- CSHB 398( )
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1 (d) The association may not be required to cover more than

2 (1) an aggregate o f $300,000 in benefits with respect to any one life

3 under (a)(2), (4), and (5) of this section, except that, with respect to benefits for basic

4 hospital, medical, and surgical insurance or major medical insurance under (a)(2)(B)

5 of this section, the aggregate liability of the association may not exceed $500,000 for

6 any one individual; or

7 (2) $5,000,000 in benefits with respect to one owner or multiple

8 nongroup policies o f life insurance, whether the policy owner is an individual, firm,

9 corporation, or other person, and whether the persons insured are officers, managers,

10 employees, or other persons, regardless o f the number of policies and contracts held

11 by the owner.

12 * Sec. 7. AS 21.79.030 is amended to read:

13 Sec. 21.79.030. Construction. This chapter shall be [LIBERALLY] construed

14 to achieve the purposes set out in AS 21.79.010.

15 * Sec. 8. AS 21.79.030 is amended by adding a new subsection to read:

16 (b) This chapter is intended to provide coverage to a person who is a resident

17 of this state and, in special circumstances, to a nonresident. In order to avoid duplicate

18 coverage, if a person who would otherwise receive coverage under this chapter is

19 provided coverage under the law o f any other state, the person may not be provided

20 coverage under this chapter. In determining the application of the provisions o f this

21 subsection, in situations where a person could be covered by the association o f more

22 than one state, whether as an owner, payee, beneficiary, or assignee, this chapter shall

23 be construed in conjunction with other state laws to result in coverage by only one

24 association.

25 * Sec. 9. AS 21.79.040(a) is amended to read:

26 (a) There is established as a nonprofit legal entity the Alaska Life and Health

27 Insurance Guaranty Association. An insurer that issues an insurance policy described

28 in AS 21.79.020(b) shall be a member o f the association as a condition o f the insurer's

29 authority to transact insurance in this state. The association shall perform its functions

30 under a plan of operation established and approved under AS 21.79.080 and shall

31 exercise its powers through the Board o f Governors established under AS 21.79.050.
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For purposes o f administration and assessment, the association shall maintain the 

following accounts:

(1) the health insurance account; and

(2) the life insurance and annuity account, including the following

subaccounts:

(A) life insurance account;

(B) annuity account th a t m ust include a n n u ity  co n tra c ts

ow ned bv a  governm en tal re tirem en t benefit p lan , o r  its tru stee , qualified

u n d e r  26 U.S.C . 401. 26 U.S.C. 403(b), o r  26 U.S.C. 457 (In te rn a l R evenue

C ode), b u t th a t o therw ise  excludes unallocated  an n u itie s :

(C) unallocated annuity account that m u st exclude [SHALL 

INCLUDE] contracts ow ned bv a  governm ental re tirem en t benefit p lan , o r

its trustee, qualified under 26 U.S.C. 401. 26 U.S.C. 403(b). o r 26 U.S.C. 457 

(Internal Revenue Code).

* Sec. 10. AS 21.79.050(a) is amended to read:

(a) The Board o f Governors o f the association consists of not less than five nor 

more than nine representatives o f member insurers. T he d irec to r m av a p p o in t tw o 

ind iv iduals as m em bers o f  the  b o a rd  to rep resen t th e  public. Terms o f  office for 

board members shall be established in the plan o f operation submitted under 

AS 21.79.080. Member insurers shall select the in su re r board members, subject to the 

approval o f the director. A vacancy in a  b o a rd  m em bersh ip  held bv an  in s u re r  

m em b er [ON THE BOARD] shall be filled for the unexpired term by a majority vote 

o f the remaining board members, subject to the approval of the director. A vacancy  

in  a  b o a rd  m em bersh ip  h e ld  bv a rep resen ta tiv e  o f the  public shall be  filled bv 

th e  d irec to r. A b o a rd  m em b er w ho rep resen ts  the public m av n o t be  a n  officer, 

d ire c to r , o r  em ployee o f an  in su re r  an d  m av no t be  engaged in  th e  business of 

in su ran ce .

* Sec. 11. AS 21.79.050(b) is amended to read:

(b) Before the director approves the selection o f an in su rer [A] board member 

[OR APPOINTS A BOARD MEMBER], the director shall consider whether all 

member insurers are fairly represented on the board.

L
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* Sec. 12. AS 21.79.060(a) is amended to read:

(a) If a member [DOMESTIC] insurer becomes impaired, the association may, 

with the approval o f the director and subject to anv conditions imposed bv the 

association that do ',iot impair the contractual obligations of the impaired insurer.

(1) guarantee, assume, reinsure, or provide for the guarantee, 

assumption, or reinsurance o f the policies or contracts of the impaired insurer; or

(2) provide money, ' ;es, notes, guarantees, or other means that are 

necessary to act under (1) of  this subsection and to assure payment of the contractual 

obligations o f  the impaired insurer until those obligations are guaranteed, reinsured, 

or assumed [; OR

(3) LOAN MONEY TO THE IMPAIRED INSURER].

* Sec. 13. AS 21.79.060(c) is amenu d to read:

(c) The actions specified in fa} [(b)] o f this section may not be taken unless

(1) the law of the impaired insurer's state of domicile provides that until 

all payments o f or on account of a contractual obligation o f the impaired insurer by 

a guaranty association, along with all expenses and interest on all payments and 

expenses, have been repaid to the guaranty association or a repayment plan by the 

impaired insurer has been approved by a guaranty association,

(A) a delinquency proceeding may not be dismissed;

(B) neither the impaired insurer nor its assets may be returned 

to the control of its shareholders or private management; and

(C) solicitation or acceptance of new business or restoration of 

a suspended or revoked license may not be permitted; and

(2) if  the impaired insurer is a

(A) domestic insurer, the insurer has been placed under an order 

of rehabilitation by a superior court in this state; or

(B) foreign or alien insurer,

(i) the insurer has been prohibited from soliciting or 

accepting new business in this state;

(ii) the insurer's certificate o f authority has been 

suspended or revoked in this state; and

CSHB 398 ( ) -10-
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(iii) a petition for rehabilitation or liquidation has been 

filed in a court o f competent jurisdiction in the insurer's state o f domicile by 

the insurance commissioner o f that state.

* Sec. 14. AS 21.79.060(d) is amended to read:

(d) If a member insurer becomes insolvent, the association shall, in its 

discretion and with the approval o f  the director,

(1) guarantee, assume, reinsure, or provide for tne guarantee, 

assumption, or reinsurance o f the covered policies of the insolvent insurer held by 

residents;

(2) assure payment to residents o f the contractual obligations o f the 

insolvent insurer;

(3) provide money, pledges, notes, guarantees, or other means necessai7 

to discharge the associatior *s [INSURER'S] duties under this subsection; or

(4) with respect only to life and health insurance policies and 

annuities, provide benefits and coverages required under (e) o f this section.

* Sec. 15. AS 21.79.060(e) is amended to read:

(e) When proceeding under [(b)(2) OR] (d)(4) of this section, the association 

shall, with respect to a life or health insurance policy and an annuity.

(1) assure payment o f benefits, other than terms o f conversion and 

renewability, for a premium identical to the premium that would have been payable 

under a policy o f the insolvent insurer for claims incurred with respect to

(A) a group policy, not later than the earlier o f the next renewal 

date under the policy or contract or 45 days, but in no event less than 30 days, 

after the date on which the association becomes obligated with respect to the 

policy;

(B) an individual policy or annuity, not later than the earlier 

of the next renewal date, if any, under the policy or contract or one year, but 

in no event less than 30 days, from the date on which the association becomes 

obligated with respect to the policy or contract:

(2) make a diligent effort to provide a known insured, an annuitant, 

or a group policyholder or contract holder, with respect to a group policy or
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1 c o n tra c t. 30 davs* [DAYS] notice o f the termination o f the benefits provided;

2 (3) with respect to an individual policy o r  an n u ity , make available to

3 each known insured o r  a n n u ita n t, or owner if  other than the insured o r  a n n u ita n t.

4 and with respect to an individual formerly insured under a group policy o r  c o n tra c t

5 who is not eligible for replacement group coverage, substitute coverage on an

6 individual basis under the provisions o f (f) o f this section, if the insured had a right

7 under law or the terminated policy o r  c o n tra c t to convert coverage to individual

8 coverage, to continue an individual policy o r  co n tra c t in force until a specified age,

9 or for a specific time during which the insurer did not have the unilateral right to make

10 changes in any provision o f the policy o r  c o n tra c t or had a right only to make

11 changes in premium by class.

12 * Sec. 16. AS 21.79.060(h) is amended to read:

13 (h) If the association elects to reissue terminated coverage at a premium rate

14 different from that charged under the terminated policy, the premium shall be set by

15 the association according to the amount of insurance provided an d  [,] the age and class

16 o f risk, and is subject to the approval o f the director an d  the rece iversh ip  [OR BY

17 A] court [OF COMPETENT JURISDICTION].

18 * Sec. 17. AS 21 .79.060(j) is amended to read:

19 (j) When proceeding under [(b)(2) OR] (d) o f this section with respect to a

20 policy or contract carrying guaranteed minimum interest rates, the association shall

21 assure the payment or crediting of a rate of interest consistent with AS 21.79.020(c)(4).

22 * Sec. 18. AS 21.79.060(n) is amended to read:

23 (n) In carrying out its duties under fa )  [(b)], (c), and (d) o f this section, the

24 association may impose a permanent policy or contract lien under a guarantee,

25 assumption, or reinsurance agreement [,] if the policy or contract lien is approved by

26 a court [,] and the association  [COURT] finds that

27 (1) the amount that may be assessed under this chapter is less than the

28 amount needed to assure full and prompt performance o f the insolvent insurer’s

29 contractual obligations; or

30 (2) the economic or financial condition that affects member insurers is

31 sufficiently adverse that the imposition of a policy or contract lien is in the public

WORK D RA FT
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interest.

* Sec. 19. AS 21.79.060(o) is amended to read:

(o) Before taking action under (a) - (e) [(b) - (e)] o f this section, the 

association may request the superior court to impose an injunction against the payment 

of a cash value and policy loan, or the exercise of another right to withdraw funds held 

in connection with a policy or contract, in addition to a contractual provision for 

deferral o f  a cash or policy loan value. In  add ition , if  the  rece iversh ip  cou rt 

im poses an  in junction  on paym ent o f cash values o r  policy loans o r  on anv  o th e r 

r ig h t to  w ithdraw  fu n d s o f an  im p aired  o r  inso lvent in su re r  held  in con junction  

w ith a  policy o r con tract, the association m av defer paym ent o f cash values, policy 

loans, o r  o th e r  rig h ts  fo r  the  period  o f  the in junction , except fo r claim s covered 

bv th e  association  to  be paid  as requ ired  bv a  h a rd sh ip  p ro ced u re  estab lished  bv 

th e  liq u id a to r  o r  re h a b ilita to r  and  ap p ro v ed  bv the rece iversh ip  co u rt.

* Sec. 20. AS 21.79.060(p) is amended to read:

(p) If the association fails to take action under (a) - fe) [(b) - (e)] of this 

section within a reasonable period o f time after a member insuier becomes insolvent, 

the director shall assume the powers o f the association under (a) - (e) [(b) - (e)] o f this 

section.

* Sec. 21. AS 21.79.060(r) is amended to read:

(r) The association is entitled to appear in a court o r agency proceeding in this 

[THE] state involving an impaired or insolvent insurer th a t the  association is o r  m av 

be  ob lig a ted  to  o r  involving a person  o r  p ro p e r ty  ag ain st w hich th e  association 

m av  have  r ig h ts . The standing conferred by this subsection extends to all matters 

germane to the powers and duties of the association, including proposals to reinsure 

or guarantee a covered policy o f the impaired or insolvent insurer and the 

determination of a covered policy and a contractual obligation. T he association also 

has  th e  rig h t to a p p e a r  before a  co u rt o r  agency in an o th e r s ta te  in a  proceeding 

involv ing  an  im p aired  o r  insolvent in su re r  th a t  the association is o r  m av he 

ob ligated  to  o r  involving a  person  o r  p ro p e rty  against w hich the association  m av 

have rig h ts . I

* Sec. 22. AS 21.79.060(s) is amended to read:
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(s) A  person who receives benefits under this chapter is considered to have 

assigned the rights under, and anv cause of action against a nerson for losses

| arising under, resulting from, or otherwise relating to. the covered policv to the

association to the extent o f the benefits received under this chapter, whether the 

i benefits are pavment of or on account of contractual obligations, continuations of

6 coverage, or provisions of substitute or alternative coverage. The association mav

7 require an assignment to the association of those rights by the payees, policy or

8 contract owner, beneficiary, insured, or annuitant before a p eron  receives the rights

9 or benefits conferred by this chapter. [THE ASSOCIATION IS SUBROGATED TO

10 THESE RIGHTS AGAINST THE ASSETS OF AN INSOLVENT INSURER.] The

11 priority o f the association's subrogation right to the assets o f the insolvent insurer is

12 the same as the priority of the person entitled to benefits under this chapter. In

13 addition to the rights described in this subsection, the association has common law

14 rights of subrogation and anv other eauitable or legal remedv that would have

15 been available to the impaired or insolvent insurer or owner, beneficiarv, or pavee

16 of a policv with respect to the policv. These rights include, in the case of a

17 structured settlement annuitv. the rights of the owner, beneficiarv. or pavee of the

18 annuitv, to the extent of benefits received under this chapter, against a person

19 originallv or bv succession responsible for the losses arising from the personal

20 iniurv relating to the annuitv or annuitv pavment. except for a person responsible

21 solelv bv reason of being an assignee in respect to a qualified assignment under

22 26 U.S.C. 130 (Internal Revenue Code). If the provisions of this subsection are

23 invalid with respect to a person or claim, the amount pavable bv the association

24 with respect to the related coverage obligation shall be reduced bv the . lount

25 realized bv another person from the person or claim covered bv the asso .iation.

26 If the association has provided benefits with respect to a covered obligation and

27 a person recovers amounts to which the association has rights as described in this

28 subsection, the person recovering the amounts shall pav to the association the

29 portion of the recoverv attributable to the policv covered bv the association.

30 * Sec. 23. AS 21.79.060(t) is amended to read:

31 (t) In addition to the rights and powers otherwise established in this
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c h a p te r , th e  [THE] association may

(1) enter into contracts that are necessary or proper to carry out the 

provisions o f this chapter;

(2) sue or be sued, and take legal action necessary or proper for

recovery o f an unpaid assessment under AS 21.79.070 o r se ttlem en t o f  a  claim  o r

p o ten tia l c la im ;

(3) borrow money to carry out the purposes o f this chapter; notes o r 

o th e r  evidence o f indebtedness o f th e  association  no t in d e fau lt a re  legal 

investm en ts  fo r dom estic  in su re rs  and  m av  b e  ca rr ied  as ad m itted  assets;

(4) employ or retain those persons necessary to handle the financial

transactions o f the association and other functions under this chapter;

(5) negotiate and contract with a liquidator, rehabilitator, conservator, 

or ancillary receiver to carry out the powers and duties of the association;

(6) exercise, for the purposes o f this chapter and to the extent approved 

by the director, the powers of a domestic life or health insurer; however, the 

association may not issue insurance policies or annuity contracts other than those 

issued to perforin the contractual obligations o f an impaired or insolvent insurer;

(7) take legal action to prevent the payment o f improper claims;

(8) join an organization o f one or more o*her state associations with 

similar purposes; [AND]

(9) d e term ine , using reasonab le  business jud g m en t, th e  m eans by 

w hich  th e  association  is to p rovide the  benefits  o f th is  c h a p te r  in  an  econom ical 

an d  effic ien t m a n n e r;

(10) req u est inform ation  from  a person  seeking coverage from  the 

associa tion  in o rd e r  to  d e term in e  the  ob ligations o f the association  u n d e r  this 

ch ap te r; a  person receiving a  request un d er this p a rag rap h  shall p rom ptly  com ply 

w ith  th e  req u est:

(1 1 ) request inform ation from  a  m em ber in su re r  in o rd e r  to  aid  in 

th e  exercise o f a pow er u n d e r  this section; a  m em b er in su re r  receiving a  request 

u n d e r  th is  p a ra g ra p h  shall p rom ptly  com ply w ith  th e  req u est; an d

(12) perform all other acts necessary or proper to implement this

WORK DRAFT WORK DRAFT 1-LS1376\G
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1 chapter.

2 * Sec. 24. AS 21.79.060 is amended by adding new subsections to read:

3 (u) At any time within one year after the date with the association becomes

4 responsible for the obligations of a member insurer, the association may elect to

5 succeed to the rights and obligations o f the member insurer that accrue on or after that

6 date and that relate to contracts covered, in whole or in part, by the association, under

7 one or more indemnity reinsurance agreements entered into by the member insurer as

8 a ceding insurer and selected by the association. However, the association may not

9 exercise an election with respect to a reinsurance agreement if the receiver,

10 rehabilitator, or liquidator o f  the member insurer has previously and expressly

11 disaffirmed the reinsurance agreement. The election shall be made by a notice to the

12 receiver, rehabilitator, or liquidator and to the affected reinsurer. If the association

13 makes an election, the following paragraphs apply with respect to the agreement

14 selected by the association:

15 (1) the association is responsible for all unpaid premiums due under the

16 agreement for periods both before and after the coverage date, and shall be responsible

17 for the performance o f all other obligations to be performed after the coverage date in

18 each case that relates to contracts covered, in whole or in part, by the association; the

19 association may, through reasonable allocation methods, charge contracts covered in

20 part by the association for the costs for reinsurance in excess o f the obligations of the

21 association;

22 (2) the association is entitled to any amounts payable by the reinsurer

23 under the agreement with respect to losses or events that occur in periods after the

24 coverage date and that related to the contracts covered by the association, in whole or

25 in part, except that, upon receipt o f any amounts, the association shall pay to the

26 beneficiary under the policy or contract on account of which the amounts were paid

27 a portion o f the amount equal to the amount received by the association less

28 (A) the benefits paid by the association on account o f the policy

29 or contract; and

30 (B) the retention of the impaired or insolvent member insurer

31 applicable to the loss or event;
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New Text Underlined [DELETED TEXT BRACKETED]



(3) within 30 days after the association's election, the association and 

each indemnity reinsurer shall calculate the net balance due to or from the association 

under each reinsurance agreement as of the date o f the association's election; the 

calculation shall give full credit to all items paid by either the member insurer, its 

receiver, rehabilitator, or liquidator, or the indemnity reinsurer during the period 

between the coverage date and the date o f the association's election; either the 

association or the indemnity reinsurer shall pay the net balance due the other within 

five days o f the completion o f the calculation described in this paragraph; if  the 

receiver, rehabilitator, or liquidator has received any amounts due to the association 

under (2) o f this subsection, the receiver, rehabilitator, or liquidator shall remit the 

same to the association as promptly as practicable; and

(4) if the association, within 60 days o f the election, pays the premiums 

due for periods both before and after the coverage date that relate to the contracts 

covered by the association, in whole or in part, the reinsurer may not terminate the 

reinsurance agreement to the extent the agreement relates to contracts covered by the 

association, in whole or in part, and may not set off any unpaid premium due for the 

periods before the coverage date against amounts due to the association.

(v) In the event the association transfers its obligations to another insurer, and 

if the association and the other insurer agree, the other insurer shall succeed to the 

rights and obligations o f the association under (u) o f this section, effective as o f the 

date agreed upon by the association and the other insurer. The other insurer shall 

succeed regardless o f whether the association has made the election referred to in (u) 

o f this section if (1) the indemnity reinsurance agreement automatically terminates 

former reinsurance unless the indemnity reinsurer and the other insurer agree to the 

contrary, and (2) the obligations described in (u)(2) o f this section no longer apply on 

and after the date the indemnity reinsurance agreement is transferred to the third-party 

insurer. This subsection does not apply if the association has previously expressly 

determined in writing that it will not exercise the election referred to in (u) o f this 

section.

(w) The provisions of this section apply notwithstanding any other provisions 

o f law or any provisions o f an affected reinsurance agreement that provide for or

WORK D R A FT  WORK D RA FT  1-LS1376\G
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1 require a payment o f reinsurance proceeds, on account o f losses or events that occur

2 in periods after the coverage date, to the receiver, liquidator, or rehabilitator of :he

3 insolvent member insurer. The receiver, liquidator, or rehabilitator remains entitled to

4 any amounts payable by the reinsurer under the reinsurance agreement with respect to

5 losses or events that occur in periods before the coverage date, subject to applicable

6 setoff provisions.

7 (x) Except as otherwise expressly provided in this section, nothing in this

8 section alters or modifies the terms and conditions o f indemnity reinsurance

9 agreements o f an insolvent member insurer. Nothing in this section

10 (1) abrogates or limits the right of a reinsurer to claim that the reinsurer

11 is entitled to rescind a reinsurance agreement; or

12 (2) gives a policy owner or beneficiary an independent cause o f action

13 against an indemnity reinsurer that is not otherwise established in the indemnity

14 reinsurance agreement.

15 (y) When the association has arranged or offered to provide the benefits o f this

16 chapter to a covered person under a plan or arrangement that fulfills the association's

17 obligations under this chapter, the covered person is not entitled to benefits from the

18 association in addition to or other than those provided under the plan or arrangement.

19 (z) In carrying out its duties in connection with guaranteeing, assuming, or

20 reinsuring a policy or contract, the association may, subject to approval of the

21 receivership court, issue substitute coverage for a policy or contract that provides an

22 interest rate, crediting rate, or similar factor determined by use o f an index or other

23 external reference stated in the policy or contract employed in calculating returns or

24 changes in value by issuing an alternative policy or contract under the following

25 provisions:

26 (1) in place of the index or other external reference provided for in the

27 original policy or contract, the alternative policy or contract provides for

28 (A) a fixed interest rate;

29 (B) payment of dividends with minimum guarantees; or

30 (C) a different method for calculating interest or changes in

31 value;
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or other exclusion that would not have applied under the replaced policy or contract; 

and

the purpose o f meeting administrative and legal costs and other expenses and 

examinations conducted under the authority o f AS 21.79.060; class A assessments may 

be au th o rized  a n d  called  [MADE] whether or not related to a particular impaired or 

insolvent insurer;

shall be au tho rized  an d  called [MADE] only as necessary to carry out the powers and 

duties o f the association with regard to an impaired or an insolvent insurer.

* Sec. 26. AS 21.79.070(c) is amended to read:

(c) The amount o f a class A assessment shall be determined by the board and 

may be made on a pro rata or non pro  [NONPRO] rata basis. If a pro rata assessment 

is made, the board may provide that it be credited against future class B assessments. 

A non p ro  [NONPRO] rata assessment may not exceed $250 per member insurer in 

a calendar year. The amount of a class B assessment shall be allocated for assessment 

purposes among the accounts under an allocation formula that may be based on the 

premiums or reserves o f the impaired or insolvent insurer or by another standard 

determined by the board in its sole d iscretion  as being fair and reasonable under the 

circumstances.

* Sec. 27. AS 21.79.070(d) is amended to read:

(d) Class B assessments shall be based on the premiums received on business 

in this state by each assessed member insurer on [OR FOR] policies or contracts 

covered by each account in proportion to the premiums received on business in this 

state by all assessed member insurers during the three calendar years preceding the 

year in which the insolvency or impairment occurred.

(3) the alternative policy or contract is substantially similar to the 

replaced policy or contract in all other material terms.

* Sec. 25. AS 21.79.070(b) is amended to read:

(b) There shall be two assessments as follows:

(1) class A assessments shall be au th o rized  and  called  [MADE] for

(2) class B assessments [ARE POST ASSESSMENT CHARGES AND]
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* Sec. 28. AS 21.79.070(e) is amended to read:

(e) The association may abate or defer, in whole or in part, the assessment of

a member insurer if. in  the opinion o f the bo ard , a payment o f the assessment would 

endanger the ability o f the member insurer to fulfill its contractual obligations. The 

amount by which an assessment against a member insurer is abated or deferred may 

be assessed against the other member insurers in a manner consistent with the basis 

for assessments set forth in (c) o f this section. O nce th e  cond itions th a t  caused  a 

d e fe rra l a re  rem oved  o r rectified , the  m em ber in su re r  shall pav  all assessm ents 

th a t  w ere  d e fe rred  u n d e r  a  repaym en t p lan  ap p ro v ed  bv th e  association .

* Sec. 29. AS 21.79.070(0 is amended to read:

(0  E xcep t as p rov ided  in th is subsection, the  [THE] total o f all assessments

on a member insurer for each subaccount o f the life and annuity account and for the 

h ea lth  acco u n t [EACH SUBACCOUNT] may not in any one calendar year exceed 

two percent o f th e  in su re r 's  average an n u a l p rem ium s received  in th is  s ta te  on 

policies o r  co n tra c ts  covered bv the  accoun t o r  su b acco u n t d u rin g  th e  th ree  

c a len d a r years p reced in g  the y ea r in w hich the  in su re r  becam e an  im p a ired  o r  

insolvent in su rer. I f  tw o o r m ore assessm ents a re  au thorized  in one ca len d ar year 

w ith  respect to  in su re rs  th a t becom e im paired  o r  inso lvent in d iffe re n t ca len d a r 

y ears , th e  av erag e  a n n u a l p rem ium s for pu rposes o f the  ag g reg a te  assessm ent 

percen tage lim itation  im posed u n d er this subsection shall be lim ited  to th e  highest 

o f the average an n u a l prem ium s during  the preceding th ree  ca len d ar years  for the 

a p plicable  su b acco u n t o r  account as calculated  u n d e r  this section . [THE TOTAL 

OF ALL ASSESSMENTS ON A MEMBER INSURER FOR THE HEALTH 

ACCOUNT M AY NOT IN ANY ONE CALENDAR YEAR EXCEED TWO 

PERCENT OF THE INSURER'S AVERAGE PREMIUMS RECEIVED IN THIS 

STATE ON A POLICY OR CONTRACT COVERED BY THE ACCOUNT DURING 

THE THREE CALENDAR YEARS PRECEDING THE YEAR IN WHICH THE 

INSURER BECAME AN IMPAIRED OR INSOLVENT INSURER.] If the maximum 

assessment, together with the other assets o f the association in an account, does not 

provide in any one year in either account an amount sufficient to carry out the 

responsibilities o f  the association, the necessary additional funds shall be assessed as
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