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or practice [ACTS OR PRACTICES] and by prohibiting them.
* Sec. 3. AS 21.36.020 is amended to read:

Sec. 21.36.020. unfair methods, deceptive acts prohibited. A PErson may
not engage in an act or a trade practice in this state or relative to a subject resicent,
located, or to be peiformed in this state that is defined in this chapter as, or determiner
under this chapter to be, an unfair mediod of competition or an unfair or deceptive act

| or practice in the business of insurance.

' *Sec. 4. AS 21.36.070(b) is amended to read:

( (b) A person providing the director with information concerning the financial
X condition or an act or a practice [PRACTICES] of a licensee of the division is
K Immune from liability for defamation.

[, *Sec.b AS 21.36.125 is amended to read:

1: sec. 21.36.125. Unfair claim settlement practices. A Person may not commit

[OR ENGAGE IN WITH SUCH FREQUENCY AS TO INDICATE A PRACTICE]

I any of the following acts or practices:

16 (1) misrepresent facts or policy provisions relating to coverage of an

17 Insurance policy;

18 (2) fail to acknowledge and act promptly upon communications

19 regarding a claim arising under an insurance policy;

20 (3) fail to adopt and implement reasonable standards for prompt

21 Investigation of claims;

22 (4) refuse to pay a claim without a reasonable investigation of all of

23 ihe available information and an explanation of the basis for denial of the claim or for

24 an offer of compromise settlement; t

25 (5) fail to affirm or deny coverage of claims within a reasonable time

26 of the completion of proof-of-loss statements;

2 (6) fail to attempt in good faith to make prompt and equitable

28 settlement of claims in which liability Is reasonably clear;

29 (7) compel an insured or third-partv claimant [INSUREDS] to

30 litigate for recovery of an amount [AMOUNTS] due under an insurance policy

3 [POLICIES] by offering substantially less than an amount [THE AMOUNTS]
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ultimately recovered in an action [ACTIONS] brought by the insured or third-partv
claimant [THOSE INSUREDS];

(8) attempt to make an unreasonably low settlement by reference to
printed advertising matter accompanying or included in an application;

(9) attempt to settle a claim on the basis of an application that has been
altered without the consent of the insured:

(10) make a claims payment without including a statement of the
coverage under which the payment is made;

(11) make known t0 an insured or third-partv claimant [|NSUREDS
OR CLAIMANTS] a policy of appealing from an arbitration award [AWARDS] in
favor of an insured or third-nartv claimant [INSUREDS OR CLAIMANTS] for the
purpose of compelling the insured or third-partv claimant [THEM] to accept a
settlement or compromise [SETTLEMENTS OR COMPROMISES] less than the
amount awarded in arbitration;

(12) delay investigation or payment of claims by requiring submission
of unnecessary or substantially repetitive claims reports and proof-of-loss forms;

(13) fail to promptly settle claims under one portion of a policy for the
purpose of influencing settlements under other portions of the policy;

(14) fail to promptly provide a reasonable explanation of the basis in
the insurance policy in relation to the facts or applicable law for denial of a claim or
for the offer of a compromise settlement; or

(15) offer a form of settlement or pay a judgment in any manner
prohibited by AS 21.89.030. (

fejMSec. 6. AS 21.36.125 is amended by adding a new subsection to read
(b) The provisions of (a)(7) or (1) of this section do not create a private cause
of action against an insurer by a third-party claimant.

* Sec. 7. AS 21.36 is amended by adding a new section to read:
Sec. 21.36.212. Prohibited denial of claim for causation. An INSUrer May

not deny a claim if a risk, hazard, or contingency insured against is the dominant cause
of aloss and the denial occurs because an excluded risk, hazard, or contingency is also
in a chain of causes but operates on a secondary basis.
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* Sec. 8. AS 21.36.320(q) is amended to read:
(g) In determining the penalty imposed under (d) and (e) of this section, the

director shall consider the amount of loss caused by the violation and the amount of
benefit derived by the person by reason of the violation and may consider other
factors, including the seriousness of the violation, whether the violation was a single
act or a trade practice, and deterrence of the violator or others.

*Sec. 9. This Act takes effect January 1, 2001,
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MEMORANDUM State of Alaska

Department of Law

«: Robert A. Lohr date: January 25, 2000
Director
Division of Insurance
Department of Community &
conomic Developmen rec no. 209-5229
V|r%|n|aA. Rusch suseer: AS 21.36.150
Assistant Attorney General .

Fair Business PraCtices Section
Anchorage

In connection with a gending bill that would modify AS 21.36.010, AS 21.36.020 and
AS 21.36.125 to prohibit a single unfair and deceptive act (as well as repetitive acts constituting an unfair
and deceptive practice), you have asked for an interpretation of AS 21.36.150." Specifically, you asked

1 This statute provides:
Sec. 21.36.150. Procedures as to undefined practices.

. (a) If the director believes that a person engg,aged in the insurance business is
engaging In this state in an unfair method of competitian or in an unfair or deceptive act
or fractice in the conauct of the business that is, not defined as bel_n(_i unfair or deceptive
uner this chapter, the director shall hold a hearing on the matter, ifthe director believes
it would be in'the public interest to do so after giving notice of the hearing and of the
charges. UPon conclusion of the hearing the diréctor Shall make awritten feport of the
findings of fact relative to the chargeS and serve a copy upon the person and any

Intervenor at the hearing

(h) If the report charges a violation of this chapter and if the method of
competition, act, or practice has not been discontinued" the director may, through the
attorney general of this state, at any time after the service of the report, cause an action to
be Instituted to enjoin and restrain the person from engaging in the method, act, or
Pracnce. In the action the court may 8rant a restraining order” or injunction uRon just
enns, but the state may not be required to give security before the issuance of the order
or injunction. If arecord of the praceedings In the hearing before the director was made,
a certified transcript, including all evidence taken and tfie report and findings, shall be

received in evidence in the acfion.

| the director's report made under (a) of this section, or order on hearing mace

c
uncler A(S) 21.36.320 does not charge a violation of this chapter, an intervenor'in the
proceedings may appeal from the Order or report within the time and In the manner

provided for appeals from the director generally.
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whether tin's statute authorizes the director of the Alaska Division of Insurance to determine that a single
act, rather than a patter of repetitive acts, constitutes a violation of these provisions of the trade practices

and frauds chapter of the Alaska Insurance Code.

Briefly, the answer to your question is that AS 21.36.150 authorizes and establishes a
procedure for the state insurance re%ulator to examine whether an activity that is not otherwise prohibited
In the trade practices and frauds chapter, AS 21.36, or b}/ rerqulatlons adopted under it, is unfair and
deceptive, and should therefore be forbidden. Nothing in the language o this statute suggests that is is
Intenced to authorize the director to detennine that a single act is a violation o f statutory rprowsmns that
forbid a practice of, or repetitive acts of, a defined unfair or deceptive activity, Evenf AS 21.36.150
can be interpreted to give the director this authority, the rorocess escribed in‘/AS 21.36.150 would he a
cumbersome way to énforce the prohibitions againist unfair or deceptive acts .

.. Thediscussion below explains this answer by reviewing commentary on the source from
which this section was derived and some examples of past orders issued under it.

AS 21.36.150 was adopted in 1966 as part of amajor revision of the Alaska Insurance

Code. It is derived from the National Association of Insurance Commissioners (NAIC) Model Unfair
Trade Practices Act |n|t|aIIX approved in 1946. According to the legislative history (See NAIC Model

Regulation Service, p.880-19), this model act was the restlt of one'0f the first efforts to develop state
laws requlating insurance after Congress passed the McCarran -Ferguson Act of 1945 (P.L. 79-15) that
growded for continued state regulation of insurance. P.L. 79-15" contained a moratorium from the
i

Pplicanon of federal law to permit the states time to develop laws, but provided for federal regulation
the states did not take on the responsibility.

. Five r3]/ears after the Alaska legislature, adopted AS 21.36.150 in 1966, the NAIC
substantially revised the model act provisions on which this statute was based. The historical commentary
for sections 7 and 8,0t this model act reports that the commuissioners concluced that the procedure, for

dealmg with “ undefined" unfair trage practices was tog cumberspme. (NAIC Model Regulation Service,
p. 880-30). The NAIC revised these sections of the model act to authorize a state Insurance
commissioner to hold hearings, Issue cease and desist orders and impose penalties. In 1976, the Alaska
legislature added AS 21.36.320, which %ave the director of the Alaska division of insurance authority
similar to the NAIC's revised sections 7and 8. But the Alaska legislature left AS 21.36.150 in place
makln? only slight changes in 1985 és_ubstltutmg a reference in subsection &c) to AS 21.36.320 for AS
21.36.140, “whiCh was ré e_aledg, and in 1992 (addlnﬁ]sub,sectlon (d) with other stylistic changes). The
addition of subsection (d) in 1992 made clear that the director can also use the regulation adoption

process to define unfairand deceptive trade practices.

_ This history, as well as the language of AS 21.36.150, therefore shows the statute was
intended to deal with “undefined” practices. [t'is & procedure to detennine whether questioned practices
are unfair and deceptive, rather than a procedure to determine whether a person is guilty of conduct that

In addition to the unfair methods and unfair or deceptive acts or practices

d . .Ing ]
expressfy )defmed in this title, the director may ado&)t re%ulatlons to define other methods
of competition and other acts and practices related to the business of insurance that are

unfair or deceptive.
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lias previously, been defined as unfair and deceptive. The statute incorporates due P,ro,cess rotections
Inclyding requiirements for notice of the issue to the person who IS car mg on the activity, a hearing, and
awritteri report with findings of fact. But this section gives the directdr nd authority to orcler a cease and
desist order or impose peénalties for a violation. The director is required to apply to a court for
enforcement orclers.  In contrast, under AS 21.36.320, the director s authorized to iSSUg cease and desist
orders and impose penalties for violations of the trade practice and frauds chapter, AS 21.36.

Amang orders of the, director of the division of insurance compiled in the National
Insurance Law Servic (NILS Publishing Comgg% Chatsworth, CA) are two examples issued under this

statute in 1970, In Orger R70-1, Workrmen's Compensation Deposit Insurance Premiyum Unfair Practice

(Dec 14, 1970), the director concluded that a practice of b||||n_(r1 a voluntary expiration or termination
payroll re,oort_and continuing to hold the deposit premium until a physical audit of the payroll records
0ften resulted in substantial eXcess worker's compensation premiums being held by insurers. “The director
declared this an unfair practice and defined a practice to be used instead

, In Order R70-2, Trans-Alaska Pipeline Wrap-Up (April 17, 1970), the director held a
hearing on a complaint from the Alaska Association of Insurance Agents that thé proposed insurance
program of the Trans-Alaska Pipeline Sgstem Was an unfair practicé in the Insurance husiness. The
direCtor rejected the complaint finding that there was no evidence that the pipeline consortium “Is or was
at any time engaged in the Insurance business or contemplates engaging the Insurance business.

Conclusion, Based on the Iangua?e of the statute, the historical commentary on the NAIC moclel on
which it is based, and examplés of how AS 21.36.150 has been used in the past, we conclude that its
pucjose is o establish a procaclure for determining whether a particular activity in the insurance business
should be prohibited as unfair or deceptive. More recent legislative enactments give the director other
means. to both define unfair and deceptive trade practices n the insurance business and enforce the
Proh|b|t_|on against them. But we find nothmﬁ I AS 21.36.150 that authorizes the director to determine
hat a single act Is a violation of a statute that prohibits a practice of certain defined conduct in the

husiness o insurance.
VAR:;jem



LAW OFFICES

‘ute”
TELEPHONE (907) 277-9306 SScK'N" STREET, SUITE 202 FAX (907) 274-6201
AAKA 99501

February 16, 2000

The Honorable Dave Donley
Alaska State Leglslature
Mail Stop: 3100/Room 508
Juneau, AK  99801-1182

RE: SB 177: "AnAct Relating to Insurance Trade Practices; and Providingfor an Effective Date "

Dear Senator Donley:

| write insupport of SB 177.

The Bill makes a single, unlawful, and unreasonable act by insurance carriers subject to scrutiny by
the Division of Insurance. It is about time. Alaska insurarice consumers should not be subject to the
"one free bite” rule. It should not be incumbent upon an insurance consumer to show some sort of
pattern or Practme before Alaska’s regulato&y agency takes action on that consumer's behalf, A
carrier that does not engage in illegal or predatory practices should have nothing to fear from this

change in the law.

| also want to make you aware 0f some common insurance company practices that | hear about every
day as | interview potential clients in my office. Legislators needto be aware that constituents are
being taken advan a%e of on a regular basis in a planned and orchestrated wa}/ b){ major Insurance
carriers who have detined an uneven playing field. If insurers cannot win on the'law and the facts,

they can win because of the practical circumstances of these cases.

Medical payments coverage, as %/ou know., is coverage that pays for medical bills based on status.
Typically. you have to have the status ofriding in an insured automobile. | you are njured and you
have medical bills, the medical payments coverage Is supposed to pay for those medical bills no
matter who caused the reC|p|tat|n?,|nC|dent. No one likes to go to the doctor and no one likes to run
up medical bills. ~Your constituents, when injured, obtain health care and follow the
recommendations of their physicians. Unfortunately, this does not lead to the prompt payment of
these medical bills that Alaska insurance consumers have a right to expect.

Instead, the insurance industry will slow pay the medical providers, obtain a “megical records review"
from some nurse or physician (often from another state), find a basis therein to deny payln%; hills that
have a_Iread)( been incurred in good faith by your constituents, and then refuse to resolve the matter
with either the physician, whose bills are dripaid, or your constituent, whose medical bill is unﬁa|d
and whose credit worthiness is now at risk. This, of course, is aside from the frustration that these
peaple feel because they cannot obtain neecled medical care. There are certainly circumstances where
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this practice may ultimately have aclverse and serious long-term consequences for a claimant requiring time-
sensitive care.

How do insurance carriers tavvagvnth it? ft isreall ourte easrv Drsﬁrutes over medical nts covera%
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perfectly willing
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fyou or other members of the Legislatyre have an uesto about this letter or my opinions regarding these
r Lrjces | hope ouw?ll Jee] freegtocetﬂme Thah l again for yourgood wor rn?;ro%osrongs 77% ope

rt [eCeIVES the br “partisan support that It deserves,
Yours™very truly,

¢ Robert Loh{ Director
Division-0f Instrance
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179 Thaw: P ractices and F rauds § 21.36.165
of this state, at any time after the service of the report, cause an action to be instituted
to enjoin and restrain the person from engaging in the method, act, or practice. In the
action the court may grant a restraining order or injunction uponjust terms, but the state
may not be required to give security before the issuance of the order or injunction. Ifa
record of the proceedings in the hearing before the director was made, a certified
transcript, including all evidence taken and the report and findings, shall be received in
evidence in the action.

(c) If the directors report made under (a) of this section, or order on hearing made
under AS 21.36.320 does not charge a violation of this chapter, an intervenor in the
proceedings may appeal from the order or report within the time and in the manner
provided for appeals from the director generally.

(d) In addition to the unfair methods and unfair or deceptive acts or practices
expressly defined in this title, the director may adopt regulations to define other methods
of competition and other acts and practices related to the business of insurance that are
unfair or deceptive. (8 1ch 120 SLA 1966; am § 14 ch 21 SLA 1985; am 141. 142 ch

67 SLA 1992)
amendenis. — 1/ 190 areovert.  sivlitic cernges inusection (0 and ek <uecee-
o %a‘%{l& I % ﬁ%ﬂfag
NOTES TO DECISIONS
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Sec. 21.36.160. Right of debtor or borrower to select insurance producer and
insurer. If property insurance is required in connection with a debt or loan, the debtor
or borrower has the reasonable right to select the insurance producer and insurer
through whom the insurance is to be placed if (1) the insurance is provided for the
protection of the creditor's or lender's interest in the property at the commencement of
the risk; or (2) in the case ofrenewal ofinsurance, the renewal policy is delivered to the
creditor or lender no later than 30 days before the renewal date. (§ 1ch 120 SLA 1966;

am § 56 ch 62 SLA 1995)

B

—

—

Sec. 21.36.165. Favored agentor insurer; coercion ofdebtors. Aperson may not

(1) require, as a condition to the lending of money or extension of credit, or a renewal
of the loan or extension of credit, that the obligee of the money or credit negotiate a policy
or contract of insurance through any particular person or group of persons;

(2) disapprove the insurance policy provided by a borrower for the protection of
property securing credit or a lien if disapproval is based on other than reasonable
standards uniformly applied and relating to the extent of coverage required and the
financial soundness and the services of the insurer; the standards may not discriminate
against a particular type of insurer, or call for the disapproval of a policy containing
coverage in addition to that required;

(3) require a borrower, mortgagor, purchaser, insurer, broker, or agent to pay a
separate charge for handling an insurance policy required as security for a loan on real
Property, or to pay a separate charge to substitute the insurance policy of one insurer for
that of another, except that interest may be charged on premium loans of premium
advancements in accordance with the security instrument;

(4) use or disclose information resulting from a requirement that a borrower, mort-
gagor, or purchaser furnish insurance ofany kind on real property being conveyed or used



§ 21.36.130 | nsukanck

(15) offer a form of settlement or pay a judgment in any manner prohibited by AS
21.89.030. (§ 6 ch 163 SLA 1976)

NOTES TO DECISIONS
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Sec. 21.36.130. Stock operations and advisory board contracts. A person may
not.issue or deliver or permit its agents, officers, or employees to issue or deliver, agency
company stock or other capital stock, or benefit certificates or shares in a common law
corporation, or securities, or an advisory board contract or other similar contract of an
kind promising returns and profits as an inducement to insurance. (§ 1ch 120 SLA 1966;

am § 7 ch 163 SLA 1976)

Sec. 21.36.140. Desist orders for prohibited practices. IRepealed, § 11 ch 163 SLA
1976.1

Sec. 21.36.145. Unfair financial planning practices, (a) A person may not repre-
sent, directly or indirectly, to be a financial planner, investment adviser, consultant,
financial counselor, or similar specialist engaged in the business of giving financial
planning or advice relatmgi]to investments, insurance, real estate, tax matters, or trust
and estate matters when the person is in fact only engaging in the sale of insurance.

(b) A person may not engage in the business of financial planning and solicit the sale

of a product or service on the basis that the person is an insurance salesperson or that a
commission for the sale of an insurance product will be received in addition to a fee for
financial Plannmg without full disclosure to the client before the execution of the
agreement required in (c) of this section. .
(c) APerson licensed under this title may not charge a fee other than a commission for
financial planning unless the fee is based upon a written agreement signed before the
performance of a service under the agreement. The insurance salesperson shall provide
the client a copy of the signed agreement at the time of signing. The agreement must
specifically state the service for which a fee is to be charged and how the fee will be
determined or calculated. The agreement must provide that the client is under no
obligation to purchase an insurance product. The licensee shall retain a copy of the
agreement for not less than five years after completion of services and the agreement
shall be available to the director upon request. 140 ch 67 SLA 1992)

Sec. 21.36.150. Procedures as to undefined practices, (a' If the director believes
that a person engaged in the insurance business is engaging in this state in an unfair
method of competition or in an unfair or deceptive act or practice in the conduct of the
business that is not defined as being unfair or deceptive under this chapter, the director
shall hold a hearing on the matter, if the director believes it would be in the public
interest to do so after giving notice of the hearing and of the charges. Upon conclusion of
the hearing the director shall make a written report ofthe findings of fact relative to the
charges and serve a copy upon the person and any intervenor at the hearing. N

(b) If the report charges a violation of this chapter and if the method of competition,
act, or practice has not been discontinued, the director may, through the attorney general
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Senate Bill 177 "The Alaska Insurance Consumers Protection Act” will give injured, Alaskans
and Insurance consumers a fairer pleynsgBﬁeId when dealing with insurarice companies. The
Alaska Division of Insurance supports SB 177,

Section #3 of SB 177 makes a_magor_ step toward better consumer grotecnon by allowing the
Division of Insurance to mvestqa e individual acts of unfair or deceptive trace practices.
Amazingly, unaer exm,tmg law, The division does not have thejurisdiction to investigate
Individual"acts of unfair insurance claims practices. The division Is powerless to investigate an
Individual ipsurer until a pattem of decepfive trade practices has develoPed. Such a pattem is
often very difficult to prove and can require staffing the division currently does not have. This
lack ofjurisdiction promotes bad claims practices By Insurance companiés since they know that
there is little enforcement to protect individual injured victims and consumers.

Secflon #4 of Senate Bill 177 also Rrotects consumers by Iprotectln those who hlow the whistle
on lllegal Insurance acts, Many consumers and even Instrance agents are sometimes Intimicated
from pursuing a fair settlement because of fear of retaliation froni the insurer. - This discourages
claimants from pursuing a fair settlement and hinders the consumer (Protectlon ability of the
Division of InsUrance, &S they are unable to %;aln access to Information needed to efféctively
a/rgtect consumers, B 177 provides immunity from Tiability. for defamation for those persons
0 provide the division with Information regarding an unfair act or practice. This provision will

better protect both agents and insurance constimers.

Section #5 of SB 177 increases protections against unfair claims practices a(TJamst Injured
Alaskans. Under existing law, injured third party claimants are not entitleq To the same statutory
rotections as first E)art}/ Clajmants. Insurers kno this and often will require an injured third
Barty fo pay the costs of arbitration or mediation before the process even hegins, Ifthe amount at
ISSLIE IS eSS than the cost of arbitration the insurer can unfairly “low ball” the mgured pary.
Additionally, insurers often use the high cost of litigation, which also may exceed the vialue of
the claim, &S leverage in coercing legitimate third party claimants to accept settiements that do
not ad,equate|¥ co,mPensate thent'for'their injuries. Urider current law such practices are
prohibited as to first party claims but not as to third party claims. SB 177 expands the

Vice-Chair, Senate Finance Committee « Chair, Capital Budget Subcommittee « Co-Chair, Anchorage Caucus
MEMBER: Senate Judiciary Committee « Senate Labor & Commerce Committee ¢ Legislative Council

January-May: STATE CAPITOL «JUNEAU, AK «99801-1182 = (907) 465-3892 «FAX: (907) 465-6595
June-Decembcr: 716 W. 4TH AVE., STE. 430 =ANCHORAGE. AK «99501 = (907) 269-0234 =FAX: (907) 269-0238

| Produced in HouseJ



Sponsor Statement
Senate Bill 177
Page 2

prohibition against such bad faith actions tg third P]artg claimants and affords themafair
arbitration claims process while also curtatling unnecéssary litigation. Aﬁordm%and expanding
Insurance claims protections to both first and third party claimants Is fair, equitable and good

public policy.

Section #6 0f SB, 177, at the specific request of the Division of Insurance, prohibits insurers from
deny_m% aclaim in which multiple causes caused the loss to occur and there is a secondary cause
that'is fot covered bK the policy. SB 177 ensures that a claim is covered when aloss has more

than one cause and the dominant cause is covered by the policy.
Inrj]ur_ed Alaskans and insurance consumers, deserve better protection from insurance company

unfair claims practices. Senate Bill 177 will help provide the Division of Insurance with the
necessary authority it needs to protect injured Alaskans and insurance consumers.

DDJjja



Senator Dave Donley

ALASKA STATELEGISLATURE

Sectional Analysis

or
Senate Bill 177

“The Alaska Insurance Consumers
Protection Act”

Section #1 - Describes the short title of the legislation.

Section #2 - Specifies that the Puip_ose of AS 21.36 is to requlate not only unfair
methods or trade practices but also single acts or a deceptive practice.

Section #3 - Specifies that single or multiple trace practices that are unfair or deceptive
are prohibited.,

Rationale:  Under existing |aw, the Division of Insurance does not have the
jurisdiction to take administrative action con,cernlng Individual acts of unfair insurance
practices. In many Instances, the division will not &ven |nves_t|?ate an indlividual insurer
until a pattern of deceptive trade practices has developed. This Tack ofjurisgiction
promotes bad praciices b}/] Insurance companies since they know that there Is little
enforcement £0 re%ulatet eir practices.  This language would allow the Division of |
Insurance to inves |9ate and take action relative t0 indlividual acts of unfair or deceptive

trade practices and to better track pattems of abuse.

Section#4 - Specifies that a person who provides the director of the division of
Insurance with information regarding an act or practice of a licensee is immune from

liability for defamation.

Rationale:  In reported instances, consumers and even insurance agents are sometimes
Intimiciated from pursuing afair settlement because of fear of retaliation from the insurer.
This type of activity hind@rs the consumer protection ability of the Division of Insurance,
8 they are unable to,gam access {0 information needed to élfectively protect the

consumer. This section will provide Increased consumer protection and better protect the

Insured.

Section #5, - Expands existing first party protections to third ?arti,es by specifying that
neither an insured or a third-party claimant can be compelled to litigate by offéring to

Vice-Chair, Senate Finance Committee « Chair, Capital Budget Subcommittee « Co-Chair, Anchorage Caucus
Member: Senate Judiciary Committee « Senate Labor & Commerce Committee «Legislative Council
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June-Deccir.uér. 716 W. 4TH AVE. « STE. 430 « ANCHORAGE, AK + 99501 ¢+ (907) 269-0234 « FAX: (907) 269-0238
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Senate Bill 177
Sectional Analysis
Page 2

settle an insurance claim for substantially less than the amount that would be entitled to
recover in a civil action or arbitration.

It specifies that both an insured or a third-party claimant cannot be compelled to aocept

an arbitration ST,ttlement of comﬁromlse brY In ormlnﬂ the insured or third Parh{ ofa
policy ot appealing an arbitration award inf favor of the insured or third party claimant,

Rationale: In some instances, an insurer ma}/. Laten or require an injured_third party
to pay the costs of arbitration or mediation before the l[%rocess even begins. This type of
activity discourages claimants from pursuing a fair settlement, especially when the

amournit at jssue 15 less than the cost of arbitration. This section Proh|b|ts such bad faith

glctjon against injured third parties and affords them a fair opportunity to pursue equitable
aims

Making these provisions applicable to both first and third party claimants is fair,
equitable and good public policy.

Section #6 - Specifies that an insyrer may not deny aclaim if the risk insureq is the
dominant cause of the loss and denial occurs because an excluded risk is also in the chain

of the causes hut operates on a secondary basis.

Rationale;  In some situations, the insurer will not cover a claim if there are multiple
causes which caused the loss to occur, thus esca mg liability because of a secondary

cause that is not covered. This section ensures that a claim IS covered when a loss
more than one cause and the dominant cause is covered.
Section #7 - Specifies the effective date of the legislation.

Rationale:  Gives insurance companies the necessary time to implement the
provisions enacted in this legislation.
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Hot CLE class: hammering Allstate
Trial lawyers in many states, irked over its tactics, target insurer,

BY MARK BALLARD
SPECIAL TO THE NATIONAL LAW JOURNAL

The National Law Journal (p. A01)
Monday, December 13, 1999

The cqurse was called "Plow to Hammer Allstate," and the C(T)nnecticut Trial ,Lawers
Association knew It was on to something wnen It sold out before the advertising ffiers were

printed.

Other states rePo_rt similar sPcf,ess with the fame topic, In f%f,t, the Allstate seminal-has
f | Igation to engage In contmudnt%e

Peccfmeme ho Pckesforfu Iln%th usu Xune citing 0
egal equcation (CLE). The class has been drawing record crowds across the country-an
reason Is Allstate.

That's no surprise to many plaintifts' Iavaers. Allstat?lnsurance_Co., many trial lawyers
contend, tries to discourage low-damage Tawsuits by fully litigating cases that It once routinely

Settled.

"There's a sense of righteous indignation,” says Robert I. Reardon Jr., who organized the
Connecticut seminar.

Despite efforts to ensure that no defense counsel or member of the public. has access to the
seminar and jts course m [erlals, news of the classes has sPread mong trial [aywyers across the
natloB.T e first was held last Februiary in Washln%ton_stae,an more have followed. In
Octoner alone, trial [ er%raosu s In Connecticut, Louisiana and Texas held "How to Hammer

Allstate" seminars. Oregon has one scheduled for March; Alaska, one In January.

The Association of Trial Lavv){]ers of America (ATLA%, which has never held a seminar
targeting a specific company, held a CLE telephone conference on Allstate.

"Allstate is unusual," says ATLA spokesman Cariton Carl. “They have shown a pattem.”

"It started as a grassroots effort," says Mr. Reardon, of the Reardon Law Firm P.C., in New
Lonéon, Co,nn.q-le ﬁearc? about the \X/ashlngton seminar, I|ke(f tﬂe i0ea and put one toget%er

for Connecticut.

About 320 lawyers attended the Oct. 1 class in Hartford, Conn. Since then, he says, he has
received a dozén calls from other states asking for information.

“| think we're in our early stages of recognizing the ;[)roblem, and we're in the early stages of
t mg_todeal with it collectively,” says Alonz0 T. Stanga lll, of Stanga & Mustian P.LC., of
etalrie, La. Mr. Stanﬁac alrsthe,autotortsecnﬂnof_ e Louisiana Tria Lavv%/ers
Association. He says that the Louisiana meeting, held in Baton Rouge on Oct. 29, attracted
about 225 lawyers. His auto tort section picked Up 46 new members there.

12/1-1/99 10:17,
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Behind the lawyers' ire with Allstate is their beliefthat it purposely fgrces trial with |owpall
o,ffers,_ﬁart_lcul rly in cases in which the vehicle damage is less than $1,000, minimal soft
tissue injuries are'claimed and the claimant hires an attorney.

At trial, Allstate litigates. agaressively at every step, demanding ajury, putting on experts and
(rjnakmg plaintiffs p veiagﬂlty. Asg result,rgvergﬂ ﬂtlgatmn %os{s %rﬁeﬂmgs exceed
amages.

Allstate's position

Allstate is proud of its hardball litigation policy, says William Vainisi, the Allstate assistant
general counsel in charge of the program.

“We have never said that plaintiffs' lawyers don't b_rinﬁ valuable services to their clients,” says
Mr. Vainisi from Allstate's corporate héadquarters in Northbrook, 11 "But the key where we

take Issue with attorney nvolvement...Is when we get inflated demands and_built-u _
medlcals...whloﬁ |mpagt 0N general damages. Thatqnures to noboaly's benefits exce%t the trial

lawyers'."

The sccess of the CLE seminars is linked to Allstate's sucoess, Mr. Vai,ni?]i sa,¥3. "The
economic impact on these lawyers has been fairly significant,” he says. "The title, at least in

our estimation, IS a tag line to get people to atterid.

LePley & Greig P.L.C. name partner Patrick LePley, of Bellevue, Wash., came up with the
name “I-low tp Hammer Allstate" during one of thase gri ese?smns about Allstate that a
conversation mewtabFIJY turns jnto when two or more atito tort vglyers meet these days. This

a
chat, between Mr. Le

e ey, Fulton & Tuttle name g,artner Bragford J. Fulton ?nd Sev r?l other
auto tort Iitigators, veered toward "what are we going to do aoout it," Mr. Fulton recalls.

Allstate has driven a number of lawyers in Washington state to refuse minor impact cases
because they cannot afford to spend $4,000 to win $8,000, Mr. Fulton says.

“Itworks," Mr. Fulton says of Allstate's strategy. "But there is a core group of us who think
we have a duty to fight it

"The leap was deciding to farget a particular insurance comgany,“ sa%/s Karen Grei%, M.
LePley's partner. "But We felt'the problem in our state was So acute that we were ustified.

Secret sessions

The next step, Ms. Gr%leg sag . Was t0 assure attendees that Allstate would nt learn the content
fthelr seminars. So the Was |n(rqton assoclation-and, conse uentV, those that have
ollowed--went to extraordme\ engths to Heeﬁ these Weﬂms ecret. T esem|ﬂarwas. .
|m|t<T to voting members OR and Mr. th ] 5a\S ¢ d’i’[ e had some friends w oPractce in
Seattle screen tfie names of the applicants, looking Tor defense counsel. Attendees signe

nondisclosure agreements, and the sessions were Not videotaped.
(Mr. Vainisi says that Allstate has acquired some course materials.)

Mr. Fulton chairs a trial lawyer association task force. that is investigating Allstate's practices
InWashington. He (Sevelop\)/\% the course outﬁne. Topics were chose E)asged on his Rowledge
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of how Allstate handles cases in Washington.

Part of the course described the Allstate Jitigation goli%/, known as MIST (minimal impact
Soft tissue), and the company's met odoIog for determiining settlements, which Is call
COLOSSUS after the computer program that calculates the offers.

Then the sessions moved into specific strategies for handling discov%ra/huninsured claims,OI

negoti tlonf and the actug| trial. For instance, one classwzﬁsdevoted oW 0 ?xclude_an
m?eac Allstate's biomechanical expert. In most cases, Allstate presents at trial an accicent

reconstruction expert who 0P|nes on what happen ddurlnq,the Wre kan? calculates the
g-force Impact on the plaintiff. The biomechanic then testiries that the g-forces could not have

possibly caused the injuries claimed by the plaintiff.

Th Washin{%og state seminar was held on. Feb. 18 and, with 340 Iawry%rs, Was the
U\l& est-attericed CLE seminar In the association's history. Because of'the response, the
shington trial lawyers set up another seminar, this time in Spokane on April 22, that was

attended by another 125 lawyers,

"The seminar was really a alygnizin%ﬂevent. It was the bigé;est seminar put on, and the whole
atmosphere was supercharded,” says Ms. Greig, who served'as an instructor.

S0 many cases are not clear-cut, she says. The defendants, she found, often were re?ular
peoRle Who were just as sympathetic as her injured clients were. All these shades o Pr,ay Were
not how she pictured the practice oflaw during her school days. But she sees one vilfain

clearly.

"Allstate, without a doubt, wears a black hat," she says. "It's an opportunity to fight a really
bad, creepy presence. How often does that happen?"
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TATE FAHSot; Juage popsis Tine agaigqsi insurer

y MICHAE PEARSON tfi *
.MARION, ;I1l. — A damage Rust said the consumer-fraud finding

award to State'Farm au'to’insur- was particularly.troubling, declaring
ance customers climbed to nearly that State Farm abides by regulations on
$1.2; billion Friday" after, a'judge use of aftermarket parts in-every state
;ruleffAthaf *the rhatiori’s largest where it does business. * .' i,
auto’insurer committed, fraud by ' “Now it’'s been decided that by abiding

its' use;of generic replacement by those'regulations we have violated (
the law,” he said at a’news conference at

the company’s headquarters in Bloom-
ington."“That just doesn’t make sense.”
;.;;.-Theaward approVed by Speroniis $130
milUpn\in‘actual damages and $600 mil-
tion lawsuit. The initial award was lion in punitive damages. The plaintiffs
already believed to be the largest had sought nearly $4 billion in actual arid
ever against an insurer;- ' punitive darnages, but their attorneys
: At issue”is'Tiip,use of;“after- said they were satisfied.with the decision.
market" auto parts"~modeled on “Hopefully we have State FarmVat-
those made by theiriariiifactiirer tention,” said Trish Littleton, an attor-

but madevrithoutaccesstofa'cto; ney for. the plaintiffs.
ry specifications'~'to repair the Industry analysts said the verdicts

cars of Sta'te'Farm policyholders. could increase insurance premiums and
Critics say’aftermarket parts the cost of auto-body repairs if allowed
are not as good as those made for to stand. The insurance industry offered
automakers.-The lawsuit accused scathing criticism of the ruling.
State Farm executives of conceal- , “l think this is not a good day for any-
ing that'information' while flood- body but a handful of plaintiff lawyers
ing customers with brochures and major stockholders in the three ma-
promoting the parts as a high- jor car companies,” said Kirk Hansen,
quality, low-cost alternative.; ~ .. director of claims for the Alliance of
The jury’s award to .4.7 million American Insurers, a trade association.
State Farm.policyholders;.was The judge said State Farm violated its
based on.a claim that th,e insurer trust with policyholders by deliberately

actual and piinitive’damages came
.on top of ajury’s $456 million ver-
dict Monday in the same class-ac-

breached its .contract:Avith cus- adopting a “misleading term" — *quali-
tomers by failing to. restore their ty replacement parts” — to refer to af-
cars to their pre-accident condi- termarket parts.

But he declined to issue ian |nJunct|on

tion; w2 .i'"-Ljir;l-.yrito&vhe [ |
"On Friday, Judge John Speroni sought by the plaintiffs to order State
of Williamson County Circuit .Farm to better notify customers of the
Court ruled separately that State use_of aftermarket’ parts, saying they
Farm violated Illinois consumer coifld-'bring a lawsuit if .the company
fraud law by using substandard continues to violate the law.
parts and 'concealing that fact Much of the plaintiffs’ case against
from customers™ m m’ State .Farm centered on internal memos
"ACurrent arid former policy- questioning the parts’ quality.
holders who' could have claims According to materials provided to
against the coriipany would getan State Farm policyholders, aftermarket
average of $100 each under the parts used by the company are certified
breach-of-contract judgment. It by an independent testing agency, meet
was unclear how many plaintiffs high quality standards and meet the
are affected by the consumer- company’s contractual obligation to re-
fraud judgment, or what their av- store a car to its pre-accident condition
arage share would be. using parts of “like kind and quality,”
State Farm chairman and CEO But in a 1997 inemo introduced as ev-
Edward B. Rust Jr. promised an idence, a State Farm executive wrote,
“We may well say it is like kind and

appeal of both verdicts and said
che company was “astonished” by quality, but the bottom line is that it is
not the same.”... 1
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3heap parts may cost

State Farm millions *

Jy MICHAEIa BEARSON
‘he ASSOCIated Press ’ '

MARION, 111 — A jury ordered State Farm
0 pay $456 million to 4.7 million customers
\donday in a lawsuit accusing the nation's
argest car insurer of favoring the use of in-
‘erior parts for auto body repairs. -

The plaintiffs are still seeking an addition-
U $4 billion on their claim that State Farm de-
iberately deceived customers about the
parts’ quality.' »

The case dealt with State Farm'’s use of af-
.ermarket parts; which are modeled on the
original door panels, fenders or other parts
out are ryot made to factory specifications. At
east 40 other insurance companies require or
favor aftermarket parts, but only State Farm
was named in this lawsuit.

The plaintiffs said the parts are not as good
as those made for automakers. They claimed
chat use of the parts breached State Farm’s
contract to restore policyholders’ cars to
*heir pre-accident conditions.

Some plaintiffs complained that after get-
ting cars fixed, hoods didn’t fit or headlights
were loose, for example. . A

State Farm contended the parts are merely
a way to keep'repairclasts down". But the jury
saw dozens of memos from State Farm exec-
utives in which they raised questions about
the parts’ quality, even as they were promot-
ing them as a high-quality alternative.

“Their own documents saicTtKere-
was a problem ,with the'parts,”:jury
foreman Thomas “Hailey 'said. -“We
fairly quickly came to a conclusion
that the parts were not of like kind and
quality.”-

Most of the pollcyholders involved
in the case would get about $100, but
payments aren’t expected, for several
years while State Farm appeals.

The company also plans to keep pay-
ing for aftermarket parts, which are
involved in about' 20 percent of the
company’s repairs,.but will probably
review the policy if the verdict is up-
held, spokesman Bill Sirola said.

If the verdict — the single largest
against an insurance company, accord-
ing to the American InsuranceAssoci-
ation — stands, insurers would be less
likely to use aftermarket parts, indus-,5
try analysts said. ,

“This is a victory for motorists, who
don’t even know they have a choice,”

* - oo’

said Ken Roberts, a spokesman for the
Automotive Service Association, which
represents 13,000 body shops through-
out the country.

But Steve Goldstein, a spokesman
for the nonprofit Insurance Informa-
tion Institute, said the verdict could re-
sult in higher premiums and repair
bills. " N \%

Consumers save about $800 million
a year in reduced premiums because
of the use of less-expensive repair
parts, according tb industry esti-
mates.

“There/arb” basically 'two, winners:
the automakers and the '.attorneys who
brought this suit;” .Goldstein said.
-The second/issue — 'whether State

cided by state Judge John Speroni,who

presided oyer, the trial. L - "

'>S&He said he will decide that claim by

aFriday.~""- Vv.£ -~V
vThe .lawsuit, was filed on behalf of
4.7.-milTidn’current -;and .jfformer State
. Farm policyholders in every state
except Tennessee and Arkansas,
where similar lawsuits .are pending —
who had cars repaired from July 1987
through February 1998.

sAftermarket parts are involved in
only one-fifth of State Farm'’s auto-
body repairs, and just 15 percent of
repairs covered by all insurers, be-
cause such, parts usually aren’t avail-
able for hewer and more expensive
cars. .

. At the trial, dozens of body shop
owners testified that aftermarket
parts take longer to install and often fit
poorly. -« * .

A February 1998 Consumer Reports
study reached a similar conclusion, and
the organization urged the Federal
Trade mCommission to require con-
sumer consent and safety standards.

State Farm has settled other law-
suits in Illinois and California over af-
termarket parts. At least 13 other law -.
suits against seven insurance compa-

nilfg&a;e pendirw. »

?
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Mistate’s Master Plan?
"1
% Allstate’s Master Plan? '

Major insurer is accused o fpenalizing claimants who dare hire attorneys.

BY MARX BALLARD
SPECIAL TO THE NATIONAL LAW JOURNAL

The National Law Journal ép API)
Monday, November 9,199

CHARLE R, apart-time mini terwash ded home after servic a IS Lon
Beach, Caw| nurEn (P {n inLA. reewa trafzfI ?1 f[frrom be ?n By an urqlnsured
motorist. The reverend clalmed lower back | |n]unes and sought $3 045 for medical bils.

P lice Officer Bruce Kelley was stoppe tared ht near his home in Fort Wayne, Ind.,
en he was rear-ended Ly an §0- ye)a{)r 8\3 man, Hn%tte He had’n 't been paying attention.

NlnaBoAden a 24-year- olo‘ Ieﬁal secreta V%forLoclﬁe Purn?IJR HarheIIPC waaon ger
way to the defense |rmspus downto eans office when she was broadsided by a
dnverwho ran a stop sign off a side street. She claimed $3,644.78 In medical expenses.

All three plaintiffs had this in common: Th damages they sought were small and
erII docf,nented the defendants admitted |ab|I|t and Allstate Insurance Co. called their

Clalms Inifd

Not long ago, stch minor-impact automobile wrecks would have been handled by lawyers
hcfse kez rainmaking technique was an ad in the TV listings and whose hasic strategy was to

settle for policy limits.

But now, Iangers acloss the cou rFy are flndln that Al tate |ﬁgom%té)the wall no matger
how small the case. Some |a|nt| lawyers al osEyAl state has cecided, as a matter
rorate ﬁ)ohc 1o c}etslgﬁbe d%ly every stit in which'a claimant hires an attomey. Allstate's

ﬁege policy Was
» Ten lawyers who represent Allstate, all of whom asked to remain unnamed,
» Three state courtjudges, two ofwhom asked not to be identified.

' Arewewofplalntlﬁs filings in two [QWSUILS: mitter V., Alistate, CV-98-1974 EM D.
(llaln 98); and Lund V. Alistate, 98CH00603 (Cir. Ct. Cook Co., Chancery Div.,

098).

» An examination of the |nd|an? Insurance commissioner's bill of particulars in an
enforcement action against Allstate.

* Eleven plaintiffs' awyers, four ofwhom areeh llengin Allstatesalle ed na nal
%actlce% one of them a e3 not to e Identified because he Is preparin aba alth sult

ainst Allstate In Florida.
» Two claims-adjustment experts, both o f whom were hired by plaintiffs; and one of

)f5 12/14/99 10:19.4
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whom asked to remain unidentified. C o v g

Several of the plaintiffs' lawyers mterwewed claim that, jn the course ofd|scoverly 1he%/ found
Internal correspondence s owm%t at thﬁ nation's secongl- Iar%est Insurer has set | se
course designed to keep claimants from hiring lawyers, in ortler to pay out less in claims.

Allstate StaffCIalms Manager Todd S, Goldman sa%s the compan¥ does have anew lan of
attac Sheac nowe]d?est at someofth%factorst at now ;t)romg a decis nt(f litigate
Include a claimant's hifing an attorne¥ IC| dama%e less th % and a claim'for

Sort-tissu mgurles But there is no corporate design £ exclue plaitiffs attomeys from the

process, she Says

In fact, there are no hard-gne-fast rules at all, Ms. Goldman sags the comgan Uses a
"reasonable man” apﬁroac In deciding to 80 {0 court. But once It does decia€ to fight, she

adas, “we will pay whatever it costs to properly defend a lawsuit."

There are, hovyever accusations that Allstate may have pushed the envelope of vigorous
advocacy oo far:

» Insurance requlators in Indiana Oct. 6 accused Allstate of unfair claims settlement
practices in small, soft-tissue cases. A hearing has been set for Dec. 15.

o A personal Injury attorney and a former state court ’udge filed abad-faith class action,
on behalf flnd|V|dua|s Induced not to retalnle% colnsel based on su %estl ns,
ca| S an conducto Allstate," in state court in Chicago: a class certification hearing is

or Dec. 21,

» OnMarch 20, U.S. District ] g e Charles H. Hagen 11, of the Southern D|str|c‘ofWest
Vir mrr\ in Charleston, up WestV|r%|n|a BarAsso atlon findin thatAIstate
had'violated the, statesunauthorlzed -practi estatute an t ere orearaﬁggw yofa

misdemeanqr crime. nAllstadeV West Virginia, 2 theB allege that
AIIstatesa |usters had malled letters to cIalmants W|th|nseven e|r having

filed a claim, posin teﬂuestlon Do | Need an Att rneg/ “and a wsmg "No." The bar
c|a|me thatt e COTespo dencehm|sre resented studies allege P]/ShOWI qthat
In (!VI ua?ﬂot more money If they didn't hire lawyers. Allstate has appedied Judge

Haaen's rull

o The first bad- falth suit against Allstate filed in California, dismissed on summary
judgment Sept. 23, 1s on‘appeal.

AII?tate racﬂce gr%;resslve |I'[I9a'[I0n 'does tie up court time," sald Judge Carolyn
Gill-Jetfersn, 0 OrIe Civil District Court Divis| nA n New rleans, atera (ay%pen (s

hearing testimony in the trial of a passenger in a car hit by an Allstate-insured alrea
Imgle gyanother)eourt 'l just donpt no %ow It could bg cost-effective for them."

For an |nd|V|dua| case in asgem ic Iocalltg theLud e may be rlght lfut from anatlonal
persPectlve Allstate’s apPro ch may be very cost-effect] e says, William F. Merln}]] 1957
chaif of the:American Trial Lawyers Association's Bad Faith Litigation squad, who

become plaintiffs' counsel's point man on Allstate.
Mr. Merlin claims that the company's goal s to keep claimants from hiring attorneys. "Allstate

Allstate's Master Plan?
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has adopted this policy of Irtrgatrno every claim in order to scare lawyers
representing persons in these Situations,” he says.

Allstate hires ex erts, contests discovery and basically fights ev fthe way, Mr.
erﬁ?n sas tﬁcostg/reu $4.000 to Jy et%8 000 gr bgoth ?Ia?rrr}tr (anr? la erTyAIIstate

OWS g oto eople dren'twillin to ot ough al] that, so they take th thou and bucks"
Hered msettlgme t, Mr. Merlin aysgAnd Poto attorneyscattta?org to taie acase with

those economics.”

Allstate hir dmana ement consulmMcKmse and Co. in SePte er 1993 to helﬁ review
settlement es sot eprocess might be made * sronger and moee Iclent.” Pamtr g Ia ers

sav It w ok for ways to ecreaseteamount Id In claims. Inany event, the analysis
d aid find that c?armants hout lawyers acceﬁted srﬁallersett?ements ut another war{ ¥t cost

t e auto msd]rance system an extra $8,077 when an attomey was involved.” sard Allstate's
filing with the West Virginia bar. Allstate says that the extfa money goes to fawyers and the

added medical exams tfiey demand.

Kill All the Lawyers?
Allgtate t%as altered Its lorocedure for handlrrﬁ]clargr Incalled the Claim Core Process

thi g sou% ne mamand gused 0 train, clarms adjusters.
According to t Rlar tiffs’ mgs this mutrPrond ed strateqy, begun in anuar)&1995 Was
specifically designed to discourage lawyers from the clarms}iérocess In 150 markets across the

count ?amtrfs counse] estimate thal each year, Allstate handles about amillion of this
type o smaII soft-tissue claim.

Allsﬁate also allegedly told its clarms man Sgers that the ag%ressrve use of the new PO |c?/
would Increase tfie ¢ mPanys pro |t? and hgoals for the cumulative reductjon of at n%
partrcrpatr n, say court filings as we éasbot laintiffs' and outsi ede ense lawyers hired

Allstate. C mana ersaerequrre to report mont Xhow manr}/o fthe clal antfrwere
[epresenteq gawyer , the court documents and interviewed attorrieys say. (Staff Claims

Manager Goldmansays she Is “not sure™ if that IS the reporting requirement.

On Qct, 1A|Istat announced in a gress reIeasg that operatrn g Income rose rJ.])er share 16.2
ercent ring the Irst nine months of 1998, to $1.93 billion, "due to the company's ability to

proper y pnce insurance risks and control costs.

One tactic gmplo ed to achieve this feat, according to glarntrﬁs frIrn%s and the lawyers
interviewe e letters from claims adjusters Stiggesting that claimants get moré money

when they o hre attoreys.

Another maneuver the same sources claim, is known by its acrloggm MIST In the Minor

m act Soft Tissue program. those who Seek soft-tissue’ medica ma es, have [ess than
p 0 in dama etgt?t%rrvehrc?esan hrreattorne aveterrcass armar eol hndrn

un ertheMIS protocals, Allstate ac nowled?es arntrtfs claim that this also means that the
claimant is grven an unfairly low settlement offer

fthat offer i efused, then no mFrtter how Irthe maney is sou%ht Allstate shifts into litigation
o pIarntrﬁs] bad- rarth sults claim. Plaintitts' filings also allege th tAIIstatehJ S experts
to look at the physical da aeto the vehicle, to review testimony an rer?orts and then {0
determine the 'speed and g-force upon impact. A second expert aflegedly follows with


http://test01.1jextnLcom/na.iirchivc.htniI/98/l

Hslalc's Master Plan?

testimony that, based on the force of the impact, the plaintiffcould
Injuries claimed.

boI&R dirjs princip Anthon aId|r| GIendaI alif., whore rese ts
arlesM Ier fng z%adﬁl Pl ;ﬁtayginstAstate sast at MIST "aresEarIete ers

tatO’ %ctmetransate Into, E1<z11ew ennlgsonyou[]quesn natf‘el ury claim or these
nsaregom ?clu KOHF Xlls tens'ofthousands o do rstotr 10 rove
eir policyholder is filing a ad-faith claim| to |nt|m| ate others from ursmg legitima
claims.” In Mr. 'S Case, ntl(qs fill mg[ e%/AstatesPent $27,000 on| ersan
experts, a houg an arbitrator valued the sult at $11,800. California has mandatory arbitration

for cases of thid size.

Thomas W. Matush, of Covina, Calif., aclalms a((iJustm nt exPertwhom Mr, Mlllerhlreﬁlefor
nificant

his federal ba(i “faith suit ﬁtaedlnan ugb a? vit that MIST "is intended to force
attorney and claimant hot In aboutte stacest Zmust overcome to reco erasl
seftlement and ho accePtasma er or walk-away settlement, Econom|c everage and the

willingness to tak the ase all the way are key factors mthe negotiation process.”

M, Mlllerlsafederal correctlonsoflcerand art-time minister in Lon'q Beach, Calif. After
bemgstruc from behin Yan unlnsured motorist Aug. 30, 1995, he claimed Ramt his
lower back. As Is typical with this type o case, twop?(smlans freated him with medication

and hot/wet compresses for three months, his complaint says
Mr Miller |sou%ht$3 045 o %/the docfors and $1,200 | nwa%es lost whlle V|S|t|ng ‘1
ns n

SIC s, according t r to Allstate’s motion for su ment
Mte out 100%%r pain ang suﬁerlnpa On FeE) 6,1996, Mr. We?scasewas classified
asaMIST casg, his |||ngs with the court claim

Like all MIST cases, Mr. I\/||I|erscla|m was run through evaluation software callled
COLOSSUS his complaint al e%es ForCOLOSS%S Allstate employees on a local Ievg
cataogcmore thanjust specific information about t e|n1ur|es and esettlements according to

Jame? Peterson, a name partner at Charjeston, W.Va.'s Hill, Peterson, Harper, Bee &
Dietzler, It was his challenge to Allstate’s letters that prompted the West Virginia Bar

Association to act.

n ﬁddmon to sg cif ICf about the i mwnes and the accid nh Allstate Inputs IH chrmatlon about
the Jawyers who handle any claim ow they negotiated tne case, how mugh they acce pted to
t eS|ze oftheir library and the firm's re atlve

settle, How manh/ aralegalste emﬁ g 3{
Income, accord é) to Msr. Merlin and Petersen. COLOSSUS also tracks thejudges,
according to defenise and plaintffs' lawyers interviewed.

Allstate's Ms. Goldman disputes this claim. She sa sthatCOLO%SUS IS merely one of many
evalyative tools and that it tloes not gather specific’information about attorneys; judges or

accidents,
For Mr. Miller, COLOSSUS spit out an "evaluated amount” of no more than $1,820. He was
offered that amount in March 1996, his complaints says.

act was so minor that M

?alnt Al?state qso%red a

Allftate h|1ed a "blom%Th% |ca\) expert who testified that the im
Miller could not possibly have bee Are - aceor mgtohlscorﬁ})
ed, says Mr. Miller

physician who examined the plaintiffarter his injuries were reso

12/14/99 10:19 A
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Hired bg both sides, the (?rbltrator retired Pre5|d|rl{% fustlceoft e Caljfornia Courtﬁxppeﬁls v'
Rohert Feinerman, foun %96 that Mr. Miller had s ?red wgun?sasaresulto
accicent, Mr. Feinerman awarded $11,800, accordling to Mr. Miller's complaint. His lawyer

received 25 percent of the money.

Mr. Miller filea sun, edehal oourt, seekm%]rambursementofthe 2,218 Pe had paid to hire
e;(})erts toc unter Isfte IS INSUrance ¢ |str|ct Ju ae Wil rr}w(}mat%hew

intif had k\?lséd ?og g e(?w tAI?s zir%{engeactlons c0 !m&'éncf Bacp fait e |

Jud?eB me's decision hasically sa sthatAIIstate has eve right o? y hardball. But Mr.
Miller a% el dtoie 9th reuit Court of &Jeas ag{% mssuws not the

ttolit ate%utA||states olicy of automati uestionin tewordof
anydp ﬁ leesanaqrt Poicy yq J

orngy.
stl\/]r Miller's counsel, Mr. Raldiris, "That's not what you expected when you bought your

12/14/99 10:19 AM
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Insurance firm told to pay up

The Associated Press .~

BOISE, Idaho — An Anchor-
age law office has won another
costly verdict against an insur-
ance company, this time repre-
senting an Idaho woman in line
to collectnearly $10 million from
State Farm. <

A verdict returned Thursday
awards Idaho plaintiff Cindy
Robinson damages after she suf-
fered a herniated disk in her
back when the rear wheel of her
car fell off. : = : o«
.» Robinson was represented by
Anchorage lawyers Richard
Friedman and Jeffrey Rubin.

Jeff Thompson, a Boise
lawyer representing State Farm,"'.

declined comment on the month-
long trial except to say that facts
were in dispute and “hotly con-
tested.” ‘

The case alleged bad faith on
the part of-State Farm after
Robinson was injured in 1992
and submitted medical bills to
the insurance company.

Robinson claimed State Farm
denied and delayed payment
based on evaluations by a med-
ical review company. .

« But while the reports .ap-
peared to be written by physi-
cians, no doctor actually evaluat-
ed Robinson’s claims, ~.her

lawyers said.
They, also said State.Farm in-"

tended to defeat legitimate
claims of policyholders through
fraudulent reviews of medical
records, and that the company
putits customers under financial
pressure to accept reduced set-
tlements. ..

“This is the first jury that has
had the opportunity to review
this abhorrent practice,” Fried-
man said. “Its verdict should
send a clear message to State

FPFarm and other '‘companies that

;would cheat their insured that

}%H)fondf“fti‘vig ?O_tS)thlblerat--

.-.Friedman and Rubiri be'dame";

. .'Please see Page F§, STATEFARM m

Continued from Page F-1

volved in the case late, join-
g the lawsuit in early 1997
the invitation of the plain-
rTs lawyers, Rubin said.

“The case, from the plain-
:Fs perspective, was spin-
ng out of control,” said Ru-
n, noting that one of the

: Jury tells jnsurance firm to pay $1Q millior

lawyers was suffferineg health
problems.

The Anchorage lawyers
have gained attention among
plaintiffs suing insurers.

"We've kind of developed an
area of expertise,” Rubin said.
- —In arecentJuneau case, the
lawyers won a $16 million jury
verdict against Aetna insur-

ante vompany on behalf of a
woman with a disability claim.
The punitive damage
award was reviewed by the
9th U.S. Circuit Court of Ap-
peals, which agreed that puni-
tive damages were warranted
but reduced the sum to
$350,000, the. law office said.
The final monetary award

for boith tasts I8 still ye;

'away, Rubin said.

“It does take a lot of per
verance to handle these c
es,”. he said. “They count
you giving up.”

iJ Daily News reporter Mike Hinr
contributed to this story.
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An abrtrator has awarded

%54 us egah exgenses {0 a

unea o and his f stem-
rom an unusual legal frﬁ

e een an Insurer and a policy

The boy, then 4: was run over
8}/ a car driven by an uninsured
|ver9 In grogt ofhi s Glacier Vrew
o lle Hem home In June
o 1993 He su#ered a broken leg,
broken arm and numerous
abrashons after the car rolled

over
The driver of rﬁhrfnt%ravae I?ﬁi

Xeurod woman
urance. But the ogs amrny
ma eaclarm using their auto |

surance policy, which, as with

most auto In; urance oIrcres In

Alaska, provid ds Bsurance fo
gamae caused by uninsure

rnver

Inurae...

Continued from Page 1

frorn ayrng

S ate arm fought u(? evera/
step of the wa sal
can't outspend

Sheld on Wrntgrs ‘the attorne
who represent State arm |

the case, said Choate deman ed '

n award that was way 0o h '9
rom his client’s ers ctive. Tn
the end, he said, {he arbitrator’s
award was very lose fo what the
ompany once offered the boy’s

amily.-

holding the family SPO ICP/
Farm Insurance tried to

%MHmr
every step 0

hﬁ%rw&hoate

attorney

3

. Asis the usuaI pr?]cedure for
insurance carms

went
%rensen the ' Juneau attorne%/
Wno n

the matter

Into ~ arbitration.  Ron

rpitrated, the settleme

settIe the case in March.

The mon wasalon trme rn
coming, said Mark Ch %f
torney representm the
his family,

tate
eep

Please sea Insurance Page 8

because th e comi)an

Choate said the casg is impor-
tant ge yong whatt e family was
awr d financially because it
ghts the Importance of unin-
X‘f c’rrvers rnsur nce. Under
aska law, uninsured driver’s in-
surance comes Iith auto rnsur
fg rpo ICles _unless the polic
er waives the rovrsron It's

goodr ea tc keefé ] he said.

that the ave th rsrerr:]otve?aN %re
Choate s%rd ‘If they don't, they
should getit.”
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Confessians df Insurance Agents: How Stiate Farm Hardlled Clains

S.L. Tridd Targets Top Auto Insurer ) _
BxAgats Say State Farm Urged Them to Decatve Rolliotolcers

Ueh Trnd Targets Top Irneurer
BAire BY SHEILAR. McCANN THE SALT LAKE TRIBUNE

State Farm Muttal Autondalle Insuranoe Co. vons itiarypays daments wet threy are oned

- "notapemynore ot les”

%mmb'ad%g d%-t!nz'amdeoa m_mgclaim nastiae
L] \e oli

With pay rasss and pranotias linked toaontanng acsts, fomer egants aonterd theywere forcsd to

examne clains of ecadatvictims wthasrendeeoan tre s lottom lire

The agants aretestifyirgin Canpoel 1 s Stiate Farm atwod td tetstens frana

tragc 181 caracddant tthes evolvad intban exanination aftte company's retic| clainsherdling

polides

Qurtis Canpoel 1 wes ariving thraugh Sexdine Canyon neex- Logan when he pessed atruk

rsrrmlymssirga]crmrr?ng Garadnven by 19veer-old Todd Gatal, who thensnernved ard Hita

van afticAlyinuirg divar Rlert Sluser;, 6.

rtal wes llled

%Sumers, then aState Farm agantin Cadhe County who represanted tte CanpeelIs, sad
he imedatelysavevidence tetCanpell wes etialtand wole argaxtindcatirg tre insuranoce
carpany would be lidde
But Summers clains his sypenisors arcerad him todllathe rgaort because State Farmwanted
oo ot ratatrenpay 1I's $50,000 polioy linit
"We were plaangour insured [Canpael ] inastuationof jeqoardy;” Summers testified

Slae_Fa’mH%m %%tt Iazx&ﬁsﬁlaalltySItsh_erarl]r_d C)qala(xsnparms Buta
Looen peroant an Canpell, assessing him $253,000 indameges.

adhswie Inez, thensued Siate Farm aoteding the insurance conmpany

betrayad them by hiding evidence inplicatingCanpell - and rigjedtigdifars tosettie tre case
Lest =l aSHitLake Gty jurydecresd tetState Farm ected unreesaonebly- arin bed fath--
by refiarg tosettle ad ndarg tre Canpoel Is house and assets attrie
Aseoond jurynowis heering tte Canpel Is muitinillicdollar-clains offrad inflidionof enoticnal
dstress ad punitive dameges. Ay anard tre juymaty hard donn villl e sreredwith Slusherand

te

GzatA fanily, who inexdange agread ot o farediase on the Canpoel | home
Stiate Famis deferse is expectad tolbegin thisweek befare 3rd Dstrict Judge William Bohling

With rdatta testimony frantoth sides, the tid is exqoectad 1o run ttvauch July:

Desoite tre firstjurys \aerdot tretitacted uy  the irsurer defends itsdedsion oteke tre
Carpell case totid Stiate Farm alsodanies any scheme todefrad damants

Under atssexarination by Stiate Farm tre aitical egats have adkoMedogsd the

carpany's aerale paynats todamants increeee eech yeer:




Re testifid "It aeates agtuaticnwhere peoplevill herdle adamtoadieve an aerage ad ot
%Ie iton isnents” by el Bclren Re te
I carosseanination by Stiate Farm layer nep Fye adaoMedod treaerage
amount State Farm pays todlamants hes increessd everyyear: Rye alsoconoeded he does ot
dgect toaconpany adulytraddrgitsaossts meking praTpt antactwth inguraed austoners ar
iating tosttleclains o _ )
nep pantad al1992 State Farm merual tretwarmed it is inggargoriate’ oinclude
redLction in claim payments as aneasure dfjdo performance arcodiian of prarotian
m % dn Sigl;ar%lﬂ I-Iﬁ'rs'dm'e haveshonn 1rEtl "
s atameys Roger Gristasenad R rys, amployee ravens
dated 199 thraugh 1996 tretdill foous on redctias in peymants
The plantifis attomeys have Aledagants franaut of state o huttress Summers' desariptias of

aostsaving tadlics
Bruce Dams, aSiate Farm in Coloradb betwean 1978 ard 1984, testified hewes ot
dloned to remind paple of the barefits they desenead Hedsnadm/\leobﬁd g fikes

Dams added trethe wes urged toplece artid blane on aState Farm ol evenif

the austorer wes ' clearty imooant’ - _br_a:L[EﬂBStﬂefTHt\deﬂ’l_fredle’t

The former Coloradh agant also described inhouse aontests and sad sttistics were kgaton how
enouraged topush foreigvrede

Forexamie egaitswere 0] g aoaatpatsto

poliotolders cas he sad An Avericanimede czargrlbeml partswere puton dspleywlh

tharfoaghegunvalats and an acoopanyingsSign reed “Can YwTeIIlhefoerertE”

The partswere lonargdiity; Ttpoortyand rusted more gliddy tten Arericanimede hesad

Butwithsavings of up 1065 percat aove U.S. parts the "equivalent parts’ sssved tre office

$234,189 beu/\eenSqotenberl%adJaLay

Yaﬁedsd@/tsddrajmﬁefuagwpa‘snuﬂtedmﬁevﬂlbegﬁnmnstadm Dams sad

leq/rdolersvmldgarelpattredqola/ardarruroe, Hell, yeeh | can Hlttedfferae ad |

doitwant any oftihose partd”
InaDel.ong, afomerGEifamaagatfarState Farm Arg, also recounted tadtics totrim

stdaaits

Del.ong hes ggpeared on "60 Minutes' and atter reticel media toplbliaze her-clains et Stete
andmmcalﬂnaea‘ﬁqaeuwns She hes aeated Lnited Foliotoldars aroprofit

arganzation tohelp people uderstad trarpolides aftaran acadant ar returd dssster:

She tddjuars she sawState FarmHAre use 1ts"economic erarity’ tocsfeet yoset

mll cbrs - ileﬂ'eCanbel Is- who threateed tosle

Sovhat sresadd&zzr:garrnsatmné Wreacgnvm’ﬁencbma'vecm
them We more money. We atargs ttetwe pay oy

raest) wWow dgfa?amt

But State Faam attomey James QrarcHll, also franGallifamia called Delong a'mad woman'”

onan"ant StateFarmcmsah United Roligfoldars isafrottofurel polioioldars o
lanyerswho sueinsurance conpanies, he allegd

Delong retorted "Thatt is about as farfrantruth as you could get”

JURY ORDERS STATE FARM TO PAY... 08/01/%

Rublicatiat The SElitLake Tribune

Types. Natic\ordd

Publishedt 08/01/96

Page: Al
Keyworts UT, Lansuts, Frauds &Scams, Aoddants Motor \ehicles, Ingunies

Caption: Campbell



Jury Orders State Farm To Pay$145 Milian
Irsurer Ordered toPay $145 Milian

BAine BY SHEILA R. McCANN THE SALT LAKE TRIBUNE

AStLake Gty juryimposed $145 nillian inpunitive dameges agairst State Farm MutLel
Autonda le Insurance Co. m\/\mh@dayn sdngwithartired Leniston aoyple who aooused

the conpany o fraud and widespread deet

Juors doanardsd £2.6 nillianin oo*rpanﬂnryda*ragesb&rﬂsad Inez Preece Canpel .
Theywererotinttecourroomwhen ttevardotwes reed. o

The aoyple sued tre ratiais lagest auto inurerin 1989, daergng Stiate Farmwith fallirg to
protect Canpeel I's interests aftahe wes sued farcasing aleld 1981 caraoddant in Cache
The jurys anardvilll ke srered with the Ogden parants of Todd Cgatal, 19, who wes Killled and

Rdcert Sludher; then 26, who st artid use afhis Htarm
=y ﬁmnmtk;jcfteshrrcry Car%%dhs&b&asaoa?é&rae%md
ratirelybetrajirg itspoll netiaw cgrivingdlanants payments
SlaeFanm,drgrmtly ied e dllaptios Inaslaﬂrr%tmbe relessed oy, the corpany
sasitvll seekbhae ttevardasst asade thraghpursunganewtrid aran :
The Canpleells attarey, Roger Christarsen, saidhewss iediygratified’ by tte anard
“ ltseatiywetwe hed hoped toadhiewe” hesad “ ttrakes tteyears the Canpeells hae

meintained tre ettievartharile”
On May 22,1981, Canpoell passed a in Saxdine Canyon reax Logen as Cxatal
I ] Carpeell moved bedkintobhis oan lare butCqatal lestaonrdl

goyorceded intteoncaming lae
dtatte dlose pass ad hitSlugeris car: Cyatal wes Milled
Slusher and Gratal's parants sued Canpeell, utofferad tosattie farhis $50,000 insurance policy

linit State Farm refusd tosettle and ok tte case totid in Logen Canpoell denied he
wes etfalthutwes assessed $253,000 indareges

Canplell ad hiswife then sued State Farm faputting treirhome and assets et riskinsteed
arsttlingtie lanauts LastNoverer, aSltlake Gty puryfourd Stiate Farm hed ected

uressebly.
The newjuryheard tte coplés clains dffradand intetice inflidionof eroticnal dstress ad

regLEsts
Stete Farmis* taritdydiseppainted’ by tteverdd, seidvice presidantand counsel Mdreel
Bragg He is basad ettie carpany's headperters in Bloomington i, lut hes been in SAltLake Gty

dringtretid

e Gl gy ue edro syt okl e e U e
we we culdto rinerests”

Aterangpd fa SlaeFan?paidﬁeLmljlysﬂlngTmtplLsirterestBr@

noted
Is contended they hed sufferad erotical distress fran State Famis dedsion

Attrid tre Canplel
ogablewth ttarassts attiid adtre cHayinpayving tre judgrent

To showthe company's dlleged inent o cefraud tre Canpel s, traratiomeys
wice-rangng testinony aoout the conpany's dlanshaerdling practicss Former State Farm
enployees claned theynisled danmants oot barefits ard atared arhid dameging docurents.
But Stiate Farm dled enployees, state regdiatars and adiatisticAl eqeart, who defended e
oogcaysvm(adgaidtmevxas no evidence df ayettamadimisconduct. )
In clasing argunents Wednesday, Canpell attomey Rich Hunpherys asked jurars topunish

State Farm and deter-futlure wrangoing by assessing apunitive damege anard between $25
milicnads1oo nillian
“When you heve $55 bllianin assets wet does ittae toget [State Famis] attertia?' he asked

"What Wil cause even tte presidcant o lista '
State Farm allects $4.3 nillion aday insurplus fuds, Hnﬂewssad An anard of $25

milian h’aarplfa \AI%JJII(tjre represtone ssuplus o . -
Defernse r?}a;t mg?fns Cmoernatnt Canmplell case resty

ledtoanew regmai policy, sai



Now, ifapoliooldargets an diatosattiea lavaitwithin policy linits - lutState Farm qots
g totnd -- tre carpany vill gerantee its paynant aF any anount over- tre pollicy linit, Belnep

sad

"This isavwallrun prgeertynotivated and honest conmpany,” he sad

"What does ittee ot Stiate Farmtodhange?’ he aded "It doesit teke an anaxd liketie

plantffis clamnginthscase”

Defense wmmhzmd urged jurars toavnard ananinal anount - $2,800 - farStete
Famis sttle He aded tre juy o rgetttre coyplés clains offrad and enctical

dstress

Aocout ayear ditatre Logen urys \vadd, the CanpoelIs hed negptiated adedl topresene ttar

asxts and knewtreyweare ot etrisk Sduhtzroted The Ogatals and Sluser hed ot to

foedloeon tre CanpeelI'share, and inedance, teywll dareintre juys

The testinony eoout urelated conpany dlains pradticss "'has nothing todo with the Canpoel i
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WII Huge Jury Anaxd Stay Intect?
StaeFamto aReduction

Aneal Cauld lryA/\ad
BAine BY SHEILA R McCANN THE SALT LAKE TRIBUNE

(nlookers were stumed when aSlitLake Gty jury retumed a$145 nillion punitive darege avard
Iestveck egpairst State FarmMutLal Automdarlle Insurance Co., o
As soon as Jurars aoogpted therks fattartwomonth stintand Hitthe courtroom plantiffs attarey
Rich Hinpherys askad tre curt darkwhether she reed the zercs arnredtlyy

State Farm ice Presdant farClains and Counsel Mdeel E Bragg Hasaid "We riedlly
dditsee itcoming... I'veneverseen athirg lilkettis egairst anyboody”
The anardis esdly e laxgesste.aagarst e country's igest 1le ireurer; Bragpsad
Now, loth sides aredsautimgwet ttevardct means and whether it withstard aposttnd attadk

and gyoeal by Stete Farm ) o
Qurtis B. arid Inez Presoe Canpoel | of Lewiston hed aoaused State Farm ofF adting in bed

fathby falirg toproect them eitaQurtis Canpoel | wes sued overafatd 1981 caracddat

But i testimony ranged farbeyad Canpelll, as his attameys tied toshow his case wes partof
i iojolcers and deating clamants

aratic’el scheme tosaae noney by letrairg ol
Juors tld3rd Dstri WlliamB. Bhling and tre trid attomgys ttetthey dd rotwant o

disauss tte reesos fattardedsios But State Farm plars toask tre juooe Tarpermission
antectjuas ad hae themintenienad by areutrd cosulting firm Bragg said
"There wes sonething trerettet so inpassioned and inflared e jury]” he sad. "It would sure Felp

us oknow' wet itwes
State Farm conternds tre jurars were deceived aoaut the company's pradtiass by dsgrunded

fomeremloyess ad"highlypaid eparts” who aitidzed the insurer bessd on autoFaontext
stateats taen franastofdete docurents. They plan togyeeal the soope adFevidence dllonad in

trecese
Humpherys defends trevarddt, ating"suostantial evidence' ohwidespreed abuses




Jurars heard fomer State Farm enplloyess dlamtieyhed altered doaunentts inUteh lied
aoout berefits inColaradb and aounted on tte carpany's vwedlth todscourace, lanauts oer

msconduct in Clifama
"The Carpells keliee ths vadd does ot rigresstaruansyjury, kutone tretfollonad tre lawv

and is necesssarytohave State Farm dnenge itscanduct,” Hnpherys sad
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SUMMARY OF SURVEY RESULTS
The Division of Insurance recently Bolled all the staIes on the following 9uest|ons The

following states responded. This Is a very

rief paraphrase and summary of tre

esults. Most state laws

have sorfle variations and unicue features not mentioned here. The relevant statutes and requlations

should be consulted.

’ Re%ardlng unfair trade
practices, tnfair methods and
deceptive acts, loes your statute
prohibit sm?Ie Inciciénts, or on ;/
ongoing patterns and practices?

California Knowm?Iy 0n 0ne occasion or

frequently’ enough to indicate a
gra tice.

mgle acts, except claim
setifement practices which must
be committed or performed With
such fre%uency 0 indicate a
Penera USINess practice.

solated events and business
ractices, but some claim
ettlement practices must be done
with such frequency to indicate a
general practice.

ingle incident.

Connecticut
Florida

|daho

Indiana Single incidents prohibited.

Kentucky ~ No sPemtled Commissjoney has

autnority and discretion for all
ISSUES.
Single incidents and general

Maryland
Y business practices.

Regarding unfair claim settlement

practices, dOES YOUT statute protect

msuredson Or oes It also
rotect thir part calmants
08S your statute Specif |ca

mention insured and/or thir

parly claimants, or simply refer to

an ersonorany claimant?
Some requlations ;frotect Insureds,

others protect all claimants.

All claimants, except that * insureds”
ciatnnot be compelled to litigate
claims

Insureds and “ other persons.”

No reference to either 4 or 3fJparty;
]lcnSlltrer must perform reasonably and
arly

Différent sections protect insureds,
Insureds and beneficiaries, and
claimants. In?ureds cannot be
compelled to Titigate.

Commissioner authority and
discretion

Cite:

California, Insurance
Code section 790.03:
10 CCR 2695.1

CT. Gen. Stat. 3Sa-
81 6(3 8 amended
0/1/ 0 bg}/Pubhc Act

FS §626.9541(1)

Ind.
5

Code 827-4-1-
456

KRS 304.1, 304.12

MD Code Ann., Ins.
é 27.301-305:
3 MAR 31.15.07,



Nebraska

Oregon

Pennsylvania

Rhode Island

Tennessee

Wisconsin

Flagrantly and in conscious
disregard, or a general business
practice, with a statutory
exception elsewhere in statutes for
“victims of abuse” protection.
Single incidents prohibited.
Unfair practices specified by
administrative rule.
Commissioner has some
discretion in isolated incidents,
but by precedent an ongoing
practice is generally required for
enforcement action. Claims
practice must be frequent enough
to indicate business practice.
Flagrant disregard of law or
committed with such frequency.
Enforcement action usually taken
for patterns.

Statute does not specify, except
unfair settlement practices which
must be a general business
practice.

Single incidents prohibited.

Claimants and insureds. May not
compel “insureds and beneficiaries”

to litigate.

Acts are simply prohibited.. Any

reference is to a “claimant.”

Some genetically without reference
to “claimant” or “insured,” others
specifically reference claimants,
insureds, and beneficiaries.

All claimants, first and third party.

Various sections refer to insured,
claimant, or both, or are silent.

The rule specifically promotes fair
and equitable treatment of
policyholders, claimants, and
insurers. Compelling “insureds and

claimants” to litigate prohibited.

Neb. Stat. 44-1539-
1544.

ORS 746.075, 100,
110, 160, 240; O AR
836-080-0205 et seq.
40 PS 8§1171.1-15.

RI1 §27-9.1

TCA 56-8-101 et seq.

8§628.34 Wis.Stat,;
Ins 6.11, Wis. Adm.
Code
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AMENDMENT

OFFERED IN THE SENATE
TO: SB 193

Page 2, lines 24 - 29:
Delete all material and insert:
"* Sec. 3. AS 23.05.140 is amended by adding a new subsection to read:

(e) In an action brought by the department under this section, an employer
found liable for failing to pay wages withing three working days of termination shall
be required to pay the penalty set out in (d) of this section. The amount of the
penalty shall be calculated based on the employee’s straight time rate of pay for an

eight-hour day."



Alaska State Legislature

During Session: (Jun. - May)
State Capitol

Juneau, Alaska 99801-1182
(907) 465-4993

Fax (907) 465-3872

During Interim: (June - Dee.)

716 West 4th Avenue, Suite 500
Anchorage, Alaska 99501-2133
(907) 269-0200

Fax (907) 269-0204

Senator Drue Pearce

Justification
For
Amendment #1

The amendment to SB 193 would give the Department of Labor and
Workforce Development (DLWD) authority to examine individual cases and
subject those cases to a penalty equal to straight time rate of pay for an
eight-hour day. The new language makes the penalty mandatory in DLWD
cases only. This is amiable to the defense attorney’s who oppose the current

proposal in section (3).

Senator_Drue_Pearcefilegis.state.ak.us
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Alaska State Legislature

During Session: (Jan. - May)

During Interim: (June mDec.)

716 West 4th Avenue, Suite 500 State Capitol

Anchorage, Alaska 99501-2133 Juneau, Alaska 99801-1182

(907) 269-0200 (907) 465-4993
Fax (907) 465-3872

Fax (907) 269-0204

Senator Drue Pearce

Sponsor Statement

SB 193

“An Act relating to the payment ofwages and claims for
the payment of wages”

The Department of Labor and Workforce Development (DLWD) was
established to serve the interests of the employee through fair business
practice. SB 193 is designed to address complaints from the public
regarding unethical employers who illegally withhold final wages from

employees.

SB 193 increases the amount of past wages from $7500 to $20,000 that
employees are allowed to retain within three days of termination. SB 193
will update the law making it possible for attorneys and the DLWD to
pursue small wage claims. In the current statute AS 23.05.220(c), it is not
feasible for private attorneys to take such cases on a contingency fee basis

when the maximum cap is $7500.

SB 193 would provide a source of assistance for this category of employee.
The State of Alaska would serve in its best interests by keeping these cases
in small claims rather than District or Superior Court in order to expedite

resolution and keep down costs to all parties.
This measure would serve as a tool assisting employees to acquire

representation for wages not paid by their previous employer. SB 193 is a
sensible bill that will strengthen Alaskan labor relations.

Scnator_Drue Pcarce@legis.state.ak.-us
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Owens & Turner

SCOVEN B¢ ABLE STE 20 (0] 6863

Anchorage, Alaska 99503-3502 (907) 277-3695
January 27, 2000

RECEIVED

FHB 01 200

Asd..............

The Honorable Drue Pearce
President of the Alaska Senate
State Capitol, Room 107
Juneau, Alaska 99801-1182

RE: SB 193

Dear Sen. Pearce:

| am an Anchorage attorney. Asignificant portion ofmy practice includes defending
employers throughout Alaska against wage and hour claims. | amwriting insupport of portions of
SB 193 relating to increasing the jurisdiction of the small claims court for wage and hour claims
assigned to the Alaska Department of Labor and Workforce Development. | cannot support,
however, the provision eliminating a court’s discretion regarding penalties for late payment of

wages.

Itis my understanding that sections 1,2 and 4 ofSB 193 would allow the Department
to accept assignment of wage and hour claims up to $2000 exclusive of interest, costs and fees,
and allow the district court to hear such claims as in small claims court. This is an increase from the
current cap of$7,500. | believe this provision would be ofbenefit to all parties concerned, including
employers, legitimate claimants and the Department, by reducing litigation costs.

| am opposed to section 3, which would make penalties mandatory in cases in which
an employer fails to pay an employee’s wages within three business days after the termination ofthe
employment relationship. There may be justifiable reasons for such delay, and the current statute
allowing a court to exercise its discretion in awarding penalties has not led to abuse.

Very truly yours,

William F. Mede
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Robeet W. Lajoiau
Attorney at Law. Arbitrator & Mediator

25215 Bt.ueberry Road. Suite too
Anchorage, Alastca 99503

(907) 272-2266
Fax (907) 272-1077

February 4, 2000

Senator Drue Pearce
State Capitol
Juneau, AK 99801

Representative Andrew Halcro

State Capitol
Juneau, AK 99801

Re: SB 193/ HB 276
Wage and Hour Claim Limit

Dear Senator Pearce and Representative Halcro:

| am actively involved in the area of labor and employment law as an
attorney, arbitrator and mediator. | am writing in support of the above bills which
would raise the jurisdictional amount limit for wage and hour claims brought by the
Department of Labor in small claims court from $7,500 to $20,000. | believe that raising
the wage claim limit would allow the Department to seek relief for a greater number of
employees who otherwise would not be able to obtain legal representation because of
the relatively small size of their claims. In addition, | believe that the Department
should be provided with sufficient resources and staffing to adequately pursue the
greater number of wage claims it is being asked to handle. Without adequate funding,
the goal of these bills would be nothing more than an empty promise.

Thank you for your consideration of these comments.

Sincerely,

Robert W. Landau

RL:hs
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AMENDMENT

OFFERED IN THE SENATE

TO: SB 193

Page 2, lines 24 - 29:
Delete all material and insert:
"* Sec. 3. AS 23.05.140 is amended by adding a new subsection to read:

(e) In an action brought by the department under this section, an employer
found liable for failing to pay wages withing three working days of termination shall
be required to pay the penalty set out in (d) of this section. The amount of the

penalty shall be calculated based on the employee’s straight time rate of pay for an

eight-hour day."”



Alaska State Legislature

Dur| lultrim: (June mDec.) During Session: (Jun, May
716 est 4th Avenue Suite 500 State Ca

Anchora e Alaska 99501-2133 Juneau, Alaslé% 9988% 4%8%
f:ax 907) 269 0204 Fax (907) 465-3872

Senator Drue Pearce

Justification
For
Amendment #1

The amendment to SB 193 would give the Department of Labor and
Workforce Development (DLWD) authority to examine individual cases and
subject those cases to a penalty equal to straight time rate of pay for an
eight-hour day. The new language makes the penalty mandatory in DLWD
cases only. This is amiable to the defense attorney’s who oppose the current
proposal in section (3).

Scnalor_Drue Pearcc@legis._state. jik-us
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February 8 2000

Senator Jeny Mackic
Senator Drue Pearce
Members of the Senate Labor and Commerce Committee

Re: SB 193

Dear Senators:

Senate Bill 193, as currently written, is a flawed bill. | urge that SB 193 be
amended or killed.

| support that part of SB 193 that raises the jurisdiction of the Department of
Labor to prosecute wage and hour claims from $7,500 to $20,000. The Department of
Labor, in my cxpericuce, has always been professional, courteous, knowledgeable,
and relatively easy to deal with. The DOL has been fair when an employer has made
a good faith mistake. They have been reasonable when an employer has questioned
the clarity of the law as applied to the employer’s situation. Providing the DOL with
authority to resolve wage and hour claims up to $2000makes sense and is good

public policy.

What doesn't make sense is amending AS 23,05.140 (d) to provide a
mandatory penalty G failure to pay wages within three working days of termination.
This will create windfalls for employees and penal consequences for many employers
who have a legitimate dispute and arc acting in good faith.

AS 23.95,140 currently provides that an employee may be entitled to 18 weeks
of pay (90 working days) if the employer doesn't pay all compensation owed, within
llircc working days of termination. Thus, if an employee and an employer have a
legitimate dispute over whether one dollar is owed, the employee could win over four
months pay for the unpaid dollar. This is unfair.

| have represented numerous employers in wage and hour disputes, including
many where the employer and the employee have a good faith dispute over whether
the employee should have been treated as a non-exempt employee entitled to overtime
pay. Inalmost all cases, the employee also asserts that if they win, they are also
entitled to 90 working days pay for failure to pay the overtime that was in dispute.

[09901-9500/AA003671.017J
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Sometimes, judges grant this request. Thus, the employee receives the disputed
overtime, an equal amount in liquidated damages, full attorneys' fees, and 18 weeks of
pay on top. A legitimate dispute over $10,000 of overtime can muslirooin to a
judgment of $50,000 or more. This can be a crippling blow to small businesses.

The amendment of AS 23.05.140 should be deleted from SB 193. Also, to
bring a bit of fairness to the process, AS 23.05.140 should be amended to:

G Clarify that it does not apply when the employee receives some other
penalty award (e.g. liquidated damages under AS 23.10.110) under AS

23.05 or AS 23.10; and

OO0 Is not to be awarded when the employer reasonably believed, by a
preponderance of the evidence, that the employee was not entitled to the
compensation demanded.

| base my views and comments on over a decade of representing Alaska
employers in wage and hour cases, including my present work as a labor and
employment attorney with the law firm of Perkins Coie. | currently serve as the
Legislative Director for the State Council for the Society for Human Resource
Management (SHRM) and 1chair the Legislative Affairs Conunittee for the
Anchorage Society for Human Resource Management (ASHRM).

The views expressed in my written comments and oral testimony are my
personal views. | do not speak for Perkins Coie, SHRM, the Stale Council, or

ASHRM.

1would be pleased to provide additional testimony and comment to the
Committee, if the information would be helpful.

Veiy truly yours,

S. Jay Seymour

(09901-9i00/AAIJ03671.017] 2/H/00
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Subject: [Fwd: Fw: SB193]
Date: Mon, 07 Feb 2000 12:32:15 -0900
From: "J. R. (Randy) Cair" ?Randy_Carr@labor.state.ak.us?
Organization: Alaska Department of Labor and Workforce Development
To: Dwight L Perkins ?dwight_perkins@]labor.state.ak.us?

here are Wil"s comments

Subject: Fw: SB193
Date: Sat, 5 Feb 2000 13:23:54 -0800
From: "Will Schendel" ?schenlaw@ptialaska.net?
To: ?randy_carr@Iabor.state.ak.us?

Original Messa?e —
From: Will Schende ,

To: Senator Drue Pearce@leais.state.ak.us
Sent: Saturdagl February 05, 2000 1:22 PM
Subject: SB193

Dear Senator Pearce,

| write in support of SB 193 regardin? raising the limit on unpaid wage claims assignable to Wage and Hour, My
pers’oectlve and experience is as an atforney specializing in employment law. | représent both employees and

employers.

Very few ex-employees with unpaid wa?e claims for less than $20,000.00 or $30,00.00 can find a private attorney
to represent them (because they cannot afford to pay an attorney on ah hourly hasis, and because no rational
attorney will represent them fora percentage of the possible recovery when the costs of going to trial, if necessary,
will greatly exceed the possible fee,recover}/). There are two solutions to this problem:One solution is to make a
statutory Change to award the winning employee a full recovery of attorney fees, as is currentIY the case for suits
over unpaid minimum or overtime wages. That solution, of course, will add to the expense to the Iosm%l employer,
and doesn't address another problem”in unpaid wages suits - that the defaulting employer often is insolvent (and no
rational attorney will be motivated by the prosPects of a full fee award against an insolvent defendantz. The second
solution is to provide essentially freé counsel to the unpaid employee, by permitting Wage and Hour to take the
claim to court (without charge to the ex-employee). That second Solution, however, assumes that Wage and Hour
has the time (or, if it contracts with the Department of Law for legal services, that it has the money) to go to court,
It's been my experience, here in Fairbanks, that Wage and Hour qo,es to court once in a blue moon, bécause its
staff can do more good for other employees, by doing non-court claims processing. Ralsmg the Wage and Hour
cap isn't qomg to do much to actually induce Wage and Hour fo take these claims, unless there are additional
appropriations to Wage and Hour to actually pursue these claims, or, maybe, until Wage and Hour is given authority
to recover its actual costs,and fees from the defaulting employers. If the Legislature isn't in favor of enacting.a ful
attorney's fee award provision for unpaid wages (though | would encourage it to do so), or in favor of increasing the
Wage and Hour Division's appropriations for'enforcemient, raising the cap won't do much good, but it might frighten

a few employers into paying wages.

M% first preference, then, is for the Legislature to put some real teeth into the unpaid wa(ﬁe assignment law in
Alaska, by encouraging the private bar to take more of these cases (through an award of full attorney fees): at the
same time, the cap on wage and Hour assignments could be raised, so that Wage and Hour could, 1f it had the
resources and time, take more of the claims, but the Division should also be givén a bigger hammer and ,
inducement to enforce these claims, by awarding full fees and costs to the Department of Labor, and by increasing

enforcement-targeted appropriations t0 the Division.

2/7/2000 12:56 P
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Fiscal Note: SB 193 - Collection of Unpaid Wages

This bill will allow the Department to reprosont thoso wage claimants that cannot find an attorney to represent them
due to the relative small size of their claim. The Department of Labor and Workforce Development (DOL) statutory cap
for a straight claim for unpaid wages under AS 23.05.220(c) is tied to the Small Claims cap of $7,500. Wage claims
exceeding $7,500 cannot bo pursuod by DOL. Private attorneys cannot profitably handle those cases. This leaves a
large gap where employees with wage claims between $7,500 up to about $20,000 are unable to get representation.

There is no incentive for attorneys to pursue private wage claims under $20,000. It is not cost effective for an

employee to pay hourly attorney's fees and it is not profitable for an attorney to take such cases on a contingency fee
basis. The only recourse for such employees is to proceed Pro Se in the appropriate court, a daunting option for the
average non-attorney and usually unsuccessful due to unfamiliarity with the system.

By raising the limit for Wage and Hour cases handled in Small Claims Court, this amendment provides a source of
assistance for this category of employee. It is desirable to keep these cases in Small Claims Court rather than District
or Superior Court in order to expedite resolution and keep down costs to all parties.

The division does not anticipate that the volume of such claims will require additional staff in order to handle them.

Pogo 2 of 2






FISCAL NOTE n

STATE OF ALASKA No. |
2000 LEGISLATIVE SESSION Bill Version: |
(S) Publish Date: |-mi-0n

Department Affected: All
BRU: Centralized Administrative Services
Component: Purchasing

Revision Date/Time (Note if Correction):
Title: LLC/LLP's qualifying for Alaska Bidder Preference and
Disability Preference
Sponsor: Rules Committee
Requestor: Governor

COMPONENT SERIAL NO. 60

Expenditures/Revenues: (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2001 FY 2002 FY2003 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/Menta! Health
OTHER (Specify Tvce)
TOTAL

Estimate of any current year (FY 2000) cost: S 0.0

0.0 0.0 0.0 0.0 0.0 0.0

FULL-TIME N/A
PART-TIME N/A
TEMPORARY N/A

ANALYSIS: (Attach a separate page if necessary.)

This bill would amend AS 36.30.170(b) and (e) to establish qualifications for application of the Alaska Bidder
and Disability preferences to Limited Liability Companies and Limited Liability Partnerships bidding on State

contracts.

There is no fiscal impact.

Phone: 465-5687

Prepared bv: Marsha Hubbard, Director
Date 11/29/99

Division: General Services

approved by Commissioner:
Agency: Department of Administration Date: 11/30/99

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE

For further distribution information, cll the Governor™s Legislative Office
Page 1 of 1



TONY KNOWLES, GOVERNOR

K

DEPARTMENT OF ADMINISTRATION PQ BOX 1102

OFFICE OF THE COMMISSIONER e

February 2, 2000

The Honorable Jerry Mackie
Alaska Stale Senator

State Capitol, Room 427
Juneau, AK 99801

Dear Senator Mackie:

| respectfully request that you schedule Senate Bill 220, an act clarifying the requirements for
limited liability companies (LLCs) and partnerships (LLPs) to qualify for the Alaska bidder's and
disability preferences under the State Procurement Code, for a hearing in the Senate Labor and

Commerce Committee.

This bill provides needed clarification in recognizing LLCs and LLPs under the state
procurement code and furthers the legislative objective of ensuring Alaska businesses receive a
preference while safeguarding application of the preferences to bonafide resident businesses.

Ifyou have any questions or need additional information, please feel free to contact me or my
legislative liaison, David Koivuniemi.

Thank you in advance for your cooperation.

Commissioner

RP/DMD/jd
cc: Pat Pourchot, Legislative Director, Office of the Governor

4 * Printed on recycled paper
by Alaska Lilho, Inc.



Tony Knowles P.O. Box 110001
Governor Juneau, Alaska 99811-0001
(907)465-3500

governor@gov.state.ak.us
Fax (907) 465-3532

www.go ustale, ak. us

State of Alaska
O ffice of the Governor

Juneau

January 21, 2000 S (3 & °

The Honorable Drue Pearce
President of the Senate
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear President Pearce:

I am transmitting a bill clarifying the statutory requirements for limited liability
companies and limited liability partnerships to qualify for the Alaska bidder's and
disability preferences under the State Procurement Code.

Limited liability companies (LLCs) and limited liability partnerships (LLPs) were
recently recognized in state law, well after the state procurement code established its
Alaska bidder and disability preferences. Therefore, the procurement code preferences
do not clearly prescribe qualification requirements for LLCs or LLPs.

By providing needed clarification and recognizing LLCs and LLPs under the state
procurement code, this bill furthers the legislative objective ofensuring that Alaska
businesses receive a preference while safeguarding application of the preferences to

bonafide resident businesses.

Sincerely,


mailto:governor@gov.state.ak




FISCAL NOTE o
STATE of ALASKA bill IBill Version: £8 N-30-
2000 LEGISLATIVE session (S) Publish Date: bM-on
Revision Date/"i ime (Note if correction): Department Affected: Labor
Title: An Act relating to the Alaska BRU: Employment Security
Component:

Employment Security Act

Rules Committee

Sponsor:
Governor

Requestor:

EXPENDITURES/REVENUES:

Ncte: Amounts do not include inflation unless otherwise noted below.
FY 2002

OPERATING FY 2001

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

CHANGE IN REVENUE
FUND SOURCE #

FUNDING:
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
Other (Specify Type)
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

None

0.0 00

0.0 0.0

Unemployment Insurance

COMPONENT SERIAL NO. 2276

(Thousands of Dollars)

FY 2003 FY 2004 FY 2005 FY 2006

0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0

Estimate of current year (FYOO) impact: S

ANALYSIS: (Attach a separate page if necessary)

This bill proposes to amend the standard industrial classification for, and eligibility for benefits while in
training as recognized under the Alaska Employment Security Act, AS 23.20.

' * *
L oie

Prepared by:"” Rebecca Gamez, Director
Employment Security ~vision

Division:

Approved by Com
Agency: Department of Labor

[t

| A A N A N /\(
Phone : 465-2711
Date/Time: 10/14/99 2:05 PM
Date: 10/14/1999

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR*"S LEGISLATIVE OFFICE
For further distribuian information all the Govermor s Legislative Office

Rev 10/98

Page 1 of 1



70"
ALASKA STATE LEGISLATURE

HOUSE LABOR AND COMMERCE COMMITTEE IVifICKie.
FG JoUf
State Capitol

Juneau, AK 99S01-1182
Telephone: (907) 405-4954
Fax; (907)405*2040

Representative Norman Rokeberg, Chairman

Representative Andrew Halcro, Vice-Chairman

Representative John Harris

Representative Lisa Murkowski | |
Representative Jerry Sanders

Representative Tom Brice

Representative Sharon Cissna

MEMORANDUM

T0: Rep. John Cowdery,
House Rules Cominittec

FROM: Rep. Norman Rokeberg, Cl
House Labor & Commerce

DATE: February 29, 2000

RE: HCS SB 222 (L&C)
Employment Security Act

Please schedule HCS SB 222 (L&C) for a vote on the House floor.

Attached are the following:

HCS SB 222 (L&C)
Fiscal Note .
Governor's Transmittal Letter . o
The difference between SB 222 and HCS SB 222 éL&C) is contained in
Section 4, page 2, lines 21-27. The Committee added this language to make
it plain that drug or alcohol abuse is to be considered "misconduct" under
an unemployment insurance claim if the employer has a written policy
conce_rmng same. The Committee feels that drug or alcohol policies
established by an employer should be supported in every manner. Under a
written policy, an employee knows what is expected, what kind of tests may
be administered, and other items. The Committee has been informed of
cases concerning dismissal for failure of such tests where benelits have
started immediately. The impact ofthis legislation would be to delay the
start of unemployment insurance payments on the same time line as others
that quit without cause.
) The Department of Labor & Workforce Development sugports HCS SB 222
L&C) and has worked with the Committee on drafting the language. The
ommittee has heard no opposition to the legislation.

Thank you.
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HOUSE CS FOR SENATE BILL NO. 222(L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - SECOND SESSION
BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered: 3/1/00
Referred: Rules

SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL

Sponsor(s):

FOR AN ACT ENTITLED
"An Act relating to standard industrial classification for, eligibility for benefits

under, and the definition of 'benefit year’ for the Alaska Employment Security

Act; and providing for an effective date.”

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

* Section 1. AS 23.20.110(n) is amended to read:
(n) The department may produce statistical and other public reports based on

information obtained in the course of administering this chapter, so long as the reports
do not reveal wage and payroll data for an employing unit or the name or number
identifying an individual. The reports may include the firm name, address, North
American Industry Classification System [STANDARD INDUSTRIAL
CLASSIFICATION] code, census area code, number of workers employed, and
occupational staffing patterns for an employing unit.

*Sec. 2. AS 23.20.170(b) is amended to read:
(b) An employer who is not entitled to a rate determination under

HCS SB 222(L&C)

1
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AS 23.20.280 - 23.20.310 because the employer is ineligible under AS 23.20.281 shall
pay contributions at a rate equal to the average industry tax rate as determined by the
commissioner.  Assignment by the commissioner of employers to industrial
classification, for the purposes of this subsection, shall be to the industry group code
specified in the most current version of the North American Industry
Classification System, United States [TWO-DIGIT MAJOR GROUP PROVIDED IN
THE STANDARD INDUSTRIAL CLASSIFICATION CODE], in accordance with
established classification practices found in the most current version of the North
American Industry Classification System manual prepared hv the United States
Office of Management and Budnet ['STANDARD INDUSTRIAL
CLASSIFICATION MANUAL'TSSUEDBYTHE UNITED STATES DEPARTMENT

OF LABOR].

*Sec. 3. AS 23.20.379(a) is amended to read:
(@ An insured worker is disqualified for waiting-week credit or benefits for

the first week in which the insured worker is unemployed and for the next five weeks

of unemployment following that week if the insured worker
(D left the insured worker's last suitable work voluntarily without good

cause; or
(2 was discharged for misconduct connected with the insured worker's

last work.
*Sec. 4. AS 23.20.379 is amended by adding a new subsection to read:

(f) In this section,
(1) "alcohol" has the meaning given in AS 23.10.699;
(2) "drugs" has the meaning given in AS 23.10.699;
(3) "misconduct” includes conduct in violation of an employer’s policy
concerning the use of drugs or alcohol, but only if the policy is consistent with
AS 23.10.620.

*Sec. 5. AS 23.20.382(d) is amended to read:
(d) An otherwise eligibleindividual may not be denied benefits or waiting-

week credit for any week because the individual is in any training approved under
P.L. 105-220 (Workforce Investment Act of 1998) [29 U.S.C. 1651 - 1658,

SB0222b

HCS SB 222(L&C) . 2.
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. AS AMENDED BY P.L. 100-418,] and, while attending the training, is not available

for work, fails to seek work, or refuses work.

* Sec. @ AS 23.20.520(5) is repealed and reenacted to read:
(5) "benefit year" means a period of 52 consecutive weeks beginning

at 12:00 am. of the Sunday preceding the day that an insured worker first files a
request for determination of the worker’s insured status, and, thereafter, the period of
52 consecutive weeks beginning at 12:00 am. of the Sunday preceding the day that
the insured worker next files the request after the end of the worker’s last preceding
benefit year; however, for a worker covered by this paragraph, "benefit year" also
means a period of 53 weeks if the filing of a request for determination would result
in overlapping any quarter of the base year of a previously filed request for
determination; the filing of a notice of unemployment is considered a request for
determination of insured status if a current benefit year has not previously been

established;
* Sec. 7. The uncodified law of the State of Alaska is amended by adding a new section

to read:
TRANSITION PROVISION. Notwithstanding the change to the definition of "benefit

year" enacted by sec. 6 of this Act, for an insured worker who, on October 6 2001, has an
established current benefit year, the definition of "benefit year" as it existed in
AS 23.20.520(5) on October 6 2001, applies to that worker’s claim under AS 23.20 until that
worker’s current benefit year is completed. Ifan insured worker’s current benefit year under
this section ends on a day other than Sunday, the current benefit year is extended until 11:59
p.m. of the Saturday following that ending week.

* Sec. 8 Sections 1- 5 of this Act take effect July 1, 2000.

* Sec. 9. Sections 6and 7 of this Act take effect October 7, 2001.

$B0222b -3 HCS SB 222(L&C)
Mw Text undertined [DHETED TEXT
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PERSONAL SERVICES
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CONTRACTUAL
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EQUIPMENT
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GRANTS & CLAIMS
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TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL
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FUND SOURCE U

FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipt
1006 GF/MHTIA

Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FYOO) impact: S None

ANALYSIS: (Attach a separate page if necessary)

This bill proposes to amend the standard industrial classification for, and eligibility for benefits while in
training as recognized under the Alaska Employment Security Act, AS 23.20.

n >\ _
Prepared byr¥ Rebecca Gamez, Director Phone: 465-2711
Division: ' Employment Security Q(vislon Date/Time: 10/14/99 2:05 PM

Approved by Com rr*~ew r\ CommissionC S If

Agency: Deoartment of Labor Date: 10/14/1999

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For further distribution information cll the Govermor™s Legislative Office
Rev 10/98 Page 1 of 1

FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

0.0

0.0



Tony Knowles P.O. Box 110001
Governor Juneau, Alaska 99811-0001
(907) 465-3500

goirrnor@govstate.ck.tis
State of Alaska Fax (907) 465-3532
WAWLgOV.State.ak.us

O ffice of the Governor

Juneau

January 21, 2000

The Honorable Drue Pearce
President of the Senate
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear President Pearce:

Recent amendments to federal law regarding job training and unemployment insurance require
the state to update certain statutory references in these areas. This bill | transmit today

accomplishes this requirement.

Congress repealed the Job Training Partnership Act, replacing it with the Workforce Investment
Act of 1998. This bill makes corresponding changes to state law. Similarly, the bill updates the
classification system for employers determining their contribution rate to the unemployment
compensation fund. The federal Office of Management and Budget decided in 1997 to replace
the Standard Industrial Classification Code with the North American Industry Classification
System. The updated coding system was developedjointly by the United States, Canada, and
Mexico to provide new comparability in data about business activity across North America.

The bill also clarifies that an unemployment insurance claimant is not entitled to benefits for the
first six weeks of unemployment if termination was for misconduct connected with the
claimant’s last work. Finally, the bill provides definite beginning and ending dates for a

claimant’s "benefit year."

In order to keep Alaska's labor and unemployment statutes current with federal law, | urge your
prompt and favorable action on this measure.

Sincerely,


mailto:goirrnor@govstate.ck
http://www.gov.state.ak.us

Overview

SB 222
Section 1
m Amends AS 23.20.110 (n)
m Statute pertains to items contained in statistical or other public
reports
m Replaces reference to Standard Industrial Classification System
with North American Industry Classification System
m North American Industry Classification System (NAICS)
ensures uniform and comparable data among North American
countries.
m New system to be in place for reporting purposes 1/1/01.
* Federal Reports:
m ETA 203 Distribution of Characteristics of the Insured
Unemployed
m ETA 9049 Worker Profiling and Re-employment Services
Outcomes

Section 2
m Amends AS 23.20.170 (b)
m Statute pertains to Employer Rate of Contributions
m Replaces reference to Standard Industrial Classification System
with North American Industry Classification System
Industry tax rate determined by industry classification code
Employer rates determined in fall and mailed in December for
following year.
m Initial analysis indicates new classification will have minimal or
no affect on employer rates - no different than current system.

Section 3

- Amends AS 23.20.379 (a)(2)

m Statute pertains to potential disqualification for voluntary
leaving work or a discharge for misconduct connected with the
work.

* Technical change to clarify that potential disqualification for
misconduct applies only to the last period of employment held
prior to filing for unemployment benefits.

m Proposed language parallels voluntary leaving provision



Section 4
m Amends AS 23.20.382 (d)
m Statute pertains to payment of benefits while attending
approved vocational training
m Amends reference to training approved under 29 U.S.C. 1651 -
1658 (JTPA) to P.L. 105-220 Workforce Investment Act (WiA)
m WIA repeals JTPA effective 7/1/2000

Section 5

m Amends As 23.20.520 (5)

» Repeals current definition of an unemployment benefit year and
replaces it with a new definition.

m New definition sets out that benefit years will begin on the
Sunday of the week filed and continues for 52 weeks.

m Allow for 53 week benefit year if subsequently filed benefit year
will result in overlapping base periods.

m Proposed change will make benefit years mutually exclusive
and eliminate confusion in determining on which benefit year a

week will be filed.
m Positions Ul program for future technological advances such as

Internet filing.

Section 6
* Adds a transitional provision in uncodified law to address

benefit years that began under old definition but will expire
under new definition.

Section 7
m Sections 1 -4 take effect 7/1/2000

Section 8
m Sections 5 and 6 take effect 10/7/2001
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Tony Know les
Juneau, Alaska 99811-0001

GOVERNOR

govcnior*govstale,ak.us (907) 465
State of Alaska forw )4@%2
Www.gov.stale.ak.ns

O ffice of the Governor

Juneau

January 21, 2000

The Honorable Drue Pearce
President of the Senate
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear President Pearce:

Recent amendments to federal law regarding job training and unemployment insurance require
the state to update certain statutory references in these areas. This bill | transmit today

accomplishes this requirement.

Congress repealed the Job Training Partnership Act, replacing it with the Workforce Investment
Act of 1998. This bill makes corresponding changes to state law. Similarly, the bill updates the
classification system for employers determining their contribution rate to the unemployment
compensation fund. The federal Office of Management and Budget decided in 1997 to replace
the Standard Industrial Cl'sc.fication Code with the North American Industry Classification
System. The updated coc .g system was developedjointly by the United States, Canada, and
Mexico to provide new comparability in data about business activity across North America.

The bill also clarifies that an unemployment insurance claimant is not entitled to benefits for the
first six weeks of unemployment if termination was for misconduct connected with the
claimant’s last work. Finally, the bill provides definite beginning and ending dates for a

claimant's "benefit year."

In order to keep Alaska's labor and unemployment statutes current with federal law, | urge your
prompt and favorable action on this measure.

Sincerely,


http://www.gov.stale.ak.ns

§ 2320510 Labor and Workers’ Compensation

NOTES TO DECISIONS

Cited in State, Dep't of Labor v. Boucher, 581 P.2d
660 (Alaska 1978).

Sec. 23.20.510. Pay period, (a) If the service performed during one-halfor”

a pay period by an individual for an employing unit constitutes employment,
service of the individual for the period is considered employment.

(b) Ifthe service performed during more than one-halfofa pay period by an individ
for an employing unit does not constitute employment, then none of the service
individual for the period is considered employment.

() In this section, “pay period”means a period ofnot more than 31 consecutive d
which a payment for service is ordinarily made to the individual by the employing m
This section does not apply to service performed in a pay period by an individual f
employing unit when any of the service is excluded because it is subject
unemployment insurance program established by an Act of Congress. (§ 235 ch 5 pc®

1955)

S 23.20515. Eﬂﬂ@mmmmmm [RCEiedS

122 SLA 1977)]

Sec. 23.20.520. Definitions. In this chapter, unless the context otherwise reqajj.

(1) “American vessel”means a vessel documented or numbered under the lawi '
United States, or a vessel not documented or numbered under the laws of the dire
States nor documented under the laws of a foreign country, if its crew performs Sen?
solely for one or more citizens or residents ofthe United States or corporations mﬁ"ﬁ
under the laws of the United States or of a state;

(2) “average annual wage” means the amount determined by dividing the total wa?
paid by covered employers during a 12-month period by the average monthly employ”
reported by covered employers for the same period;

(3) “base period" means the first four of the last five completed calendar quarts
immediately preceding the first day of an individual’s benefit year;

(4) “benefits”means the money payments payable to an individual, as provided inth,
chapter with respect to the individuals unemployment;

(5) “benefit year” means a one-year period beginning with the day as of whichu
insured worker first files a request for determination ofthe worker’ insured status, ad
thereafter the one-year period beginning with the day as of which the insured worfo
next files the request after the end ofthe worker’s last preceding benefit year; the filirg
of a notice of unemployment is considered a request for determination of insured state

jf acurrent benefit year has not previously been established;

(6) “calendar quarter” means the period of three consecutive calendar months endicj
March 31, June 30, September 30, or December 31;

(7) “claimant”™ means an individual who has filed a request for a determination d
insured status, a notice of unemployment, a certification for v/aiting-week credit, ori

claim for benefits;
(8) “contribution”and “payment in place of contribution” mean the money paymentto

be made to the fund, which payments are taxes due to the state;

(9) “employer”means (A) an employing unit which for some portion ofa day withinte
calendaryear has or had in employment one or more individuals; and (B) for the eflectri
period ofits election under AS 23.20.325, an employing unit which has elected to beme
subject to this chapter;

(10) “employing unit”means one or more departments or other agencies of the state*
political subdivision of the state, an individual, or a type of organization, paitnershi?
association, trust, estate, joint trust company, insurance company, or domesticorforup
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Alaska Employment Security Act § 2320520
Aration, orthe receiver, referee in bankruptcy, trustee, or successor ofone ofthese, or
Cllegal representative of a deceased person, which has or, after January 1, 1937, had
or more individuals performing service for it in the state; an individual performing
ofllrices *n the state for an employing unit which maintains two or more separate
blishments in the state is considered as employed by a single employing unit for the

& oSes of this chapter; notwithstanding any provision in this chapter, any employing
P which employs individuals whose services must be covered by the unemployment
N prance laws of this state after December 31, 1971 as a condition of approval of the

Aployment insurance laws of this state under 26 U.S.C. 3304(a) (Internal Revenue
U'L 0f 1954), as amended, will be considered an employer as to those individuals and is

biect to contributions on all wages paid after December 31, 1971, or reimbursement
U ents to cover benefits paid based on services performed after December 31, 1971,
PEnding on the applicable law;

(11) “employment office” means a free public employment office or branch of one

erated by this state or another state or territory as a part ofa state-controlled system

oUblic employment offices or by a federal agency or an agency ofa foreign government
® ged with the administration ofan unemploymentinsurance program or offree public
ployment offices,
€ji2) “fund" means the unemployment compensation fund established by this chapter;

(13) “hospital”’means any institution primarily engaged in the treatment of emotional
orphysical disability which provides, on a regular basis, 24-hour a day bed care under the

upbrvision of licensed medical personnel and those components, of other institutions,
5jiich are primarily engaged in the treatment of emotional or physical disability and
d/hich provide, on a regular basis, 24-hour a day bed care under the supervision of
licensed medical personnel;

(14) “institution of higher education” means an educational institution which

(A) admits as regular students only individuals having a certificate ofgraduation from

high school, or the recognized equivalent of a high school graduation certificate;

(B) is legally authorized in the state in which it is located to provide a program of
~ucation beyond high school;

(C) provides an educational program forwhich it awards a bachelor's or higher degree,
orprovides a program which is acceptable for full credittoward either degree, a program
ofpostgraduate or postdoctoral studies, or a program oftraining to prepare students for
gainful employment in a recognized occupation; and

(D) is a public or other nonprofit institution:

(15) “insured work" means employment for employers;

(16) “insured worker" means an individual who, with respect to a base period, meets
the wage and employment requirements of AS 23.20.350;

(17) “state” includes the states of the United States of America, the District of
Columbia, the Commonwealth of Puerto Rico, and the Virgin Islands;

(18) “vocational training or retraining course” means a course of vocational or
technical training or retraining in schools or classes, including but not limited to, field or
laboratory work and related remedial or academic instruction, which is conducted as a
program designed to prepare individuals for employment in trades, skills, or crafts; the
term “vocational training or retraining course” does not include a program ofinstruction
(oran individual, including a transfer credit program ofinstruction given at a community
college, which is intended as credit for a degree from an institution of higher education;

(19) “waiting week” means the first week of unemployment for which an individual
files a claim during the individuals benefit year and for which no disqualification is
imposed under AS 23.20.360, 23.20.362, 23.20.375, and 23.20.378 — 23.20.387;

(20) “week” means the period of seven consecutive days which the department may by
regulations prescribe. (88 202 — 204 ch 5 ESLA 1955: § 205 ch 5 ESLA 1955; am § 1ch
10SLA 1957: 8§ 206, 208, 210, 212,213,236 — 238, 240,241, 252, 253 ch 5 ESLA 1955:
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Testimony of Gary Brooks Local 1547
Before the Senate Labor and Commerce Committee

Thank you Mr. Chairman and members of the Senate Labor and
Commerce Committee for this opportunity to speak before you today.
I am Gary Brooks, Business Manager and Financial Secretary of
IBEW Local Union 1547, an organization that represents
approximately 5,000 working Alaskans from Barrow to Ketchikan in a
variety of diverse occupations that range from journeyman electrician
to nuclear medical technician. Iam here today to tell you why these
working Alaskans do not support Senate Bill 230.

As | prepared my testimony, I pondered the question - “Where else in
a Democracy do we allow the minority to dictate to the majority?” For
that is exactly what this bill seeks to do - impose the will of the

minority on the majority.

A union is a group of workers who have joined together so they may
draw on their collective strengths - much the same as the Union of
the states did when this nation was formed. In order to form a
bargaining unit within an employee workforce, fifty percent plus one
of the employees must vote in the affirmative to form a union, and to
tax themselves to pay for the expenses incurred in representing the
interests of the bargaining unit as a whole.
0]

As |l asked myself that question, "Where else in a democracy do we
allow the minority to dictate to majority?” I can only think of examples
of the problems society as a whole would incur by the imposition of
that minority’s will on the majority. What if I didn't want to pay that
portion of my property tax bill that is dedicated to school bonds? If I
were allowed to decline to participate, | would suggest that many of
my neighbors would also choose not participate. Or in the case of a
road service district - if Idecide not to pay, but still enjoy the benefits

March 7, 2000
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of the local improvements - paid for only by my neighbors, is that just
and fair? Presumably fifty percent plus one of my neighbors felt
strongly enough about the need for improvements to my local road
service area that they voted to tax themselves. Why should I enjoy

the benefit without having to pay?

Union representation is exactly the same. The workers - fifty percent
plus one - have democratically chosen to form a union. A union shop
is not formed by virtue of a dictatorship - or a coup, rather the people
who work in that workplace have democratically chosen to avalil
themselves of the benefits of collective bargaining and they have
chosen to pay the expense of that representation.

The testimony of the gentleman from the Right to Work foundation is
laced with much hyperbole - words like tyranny and forced unionism.
I ask you to bear in mind the fundamental democratic principle of the
right to form a union as you consider this issue.

The Right to Work Foundation’s testimony also introduced a lot of
unsupported numbers essentially claiming that earnings were higher
in so called “Right to Work” states.

This assertion runs contrary to conventional wisdom - but we decided
to do some research and comparisons and offer the following
example of the results of "right to work” laws on the standard of living
for the people who live and work there.

We looked to the example of Missouri and Kansas. In Topeka
Kansas, the prevailing wage for a journeyman electrician is $19.85 an
hour plus $5.59 in benefits for a total hourly compensation package of

$23.44.

Across the border in Missouri a mere 70 miles away, the same
journeyman electrician from Kansas City earns $25.34 in base wages
and enjoys a benefit package of $10.97 per hour for a total hourly

wage of $36.31.

What this means is that the wages in the so-called “right to work”
state for a journeyman electrician are 55 percent lower than those of
the same occupation in the neighboring “free state”.
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In conclusion, Iwould ask that you refuse to turn back the standard of
living for Alaskan workers by adopting this un-democratic legislation
that you have before you. Iwill provide the committee with a copy of
my remarks and am happy to answer any questions you might have.
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IfltDoesn’t Workfor Working Families,
ItDoesn’t Work in Alaska

The EffectofRight To Work Laws on Working Families
AFL-CIO, February 2000

One fifth of the Working Families in Alaska organize to bargain the terms and conditions of
employment with the Employer. This high rate of union density has resulted in better lives for
all Alaskans. When the organized Working Families bargain for fair wages and decent benefits,
they pull most other workers up with them. The positive effects of collective bargaining are seen

throughout the economy and the society, managers as well as workers.

Organized Workers and Employers often agree to a requirement that all workers pay a fair share
ofthe costs of negotiating and administering a collective bargaining agreement, also known as
the union contract. All workers then must pay dues to pay for the benefits of the contract.

Under federal and state law, no worker is required to belong to a union.
Under federal and state law, no worker is required to pay for political activities, community
service work, or any organized activity except the negotiation and administration of the union

contract.

So called “Right to Work” laws allow some selfish employees to benefit from a collectively
bargained agreement without paying his or her fair share of the workers cost of getting that
agreement. The net effect is fewer resources for the Working Families to bargain effectively.
Contracts grow progressively weaker and all workers in the area, union and non-union, are hurt.
The effect of weakened worker organizations is felt throughout the society.

Twenty-nine Free States, including Alaska, now allow fair share provisions in union contracts
when the workers and the employer agree to such provisions. Twenty-one Right To Work States
have laws that attack the resources of workers to bargain effectively by allowing selfish

employees to refuse to pay their fair share.

The differences to Working Families between the Free States and the Right-To-Work states are
startling. The Right-To-Work attack on worker resources is felt not only in wages but also in
worker safety net programs, education of our children and in workers’ health.

The national AFL-CIO is preparing a national comparison of Free States to Right-To-Work
States. Data is gathered from the US Department of Labor, the Bureau of Labor Statistics, and
the US Department of Health and Social Services. This information is used here for Alaska
specific comparisons. In addition, data was gathered from the US Internal Revenue Service and
the US DOL Occupational Employment Statistics survey for various states to look at other
aspects of the economy. In all instances the most recent year’s available data is used. In most

instances this is 1997 and 1998.
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Wages

In both 1997 and 1998, Working Families earned substantially more in Free States than in Right-
To-Work States. This was true in union households and in non-union households. A basic
comparison can be made with per capita income by state. This measures all income received in
the state during the year divided by all people in the state. It would include items such as capital
gains on the stock market, the Alaska Permanent Fund Dividend, and wages.

In 1997, Working Families in Free States averaged $3,660 more per capita than in Right-To-
Work states.

Per Cypita Incarre 1997

$20,000 $21,000 $22,000 $23,000 $24,000 $23,000 $26,000 $27,000

In 1998, working Families in Free States averaged $3,692 more per capita than in Right-To-
Work States.

Per Capita Incoe 198

$21,000 $22,000 $23,000 $24,000 $25,000 $26,000 $27,000 $28,000
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Another comparison can be made looking at specific jobs and rates of pay. For this type of
comparison, the Free States of Alaska and Washington were compared to the Right-To-Work
States of Texas and Louisiana. Union density is the percent of the workforce belonging to a
union. In 1998, Alaska Union Density was 20%; in Washington, 21%; in Texas, 8%; and

Louisiana 8.

Using the US Department of Labor Occupational Employment Statistics for 1998, thirty-two
jobs were compared in each state. Jobs are in the managerial, finance, professional, hospitality,
education, public safety, construction, and service sectors of the economy.

It is recognized that the cost of living is very different among these four states. \Wages were
adjusted to the Anchorage Alaska cost of living factor using the ACCRA (American Chamber of
Commerce Research Association) cost of living index for the third quarter of 1999. Under
ACCRA study, that national average cost of living for a city equals 100. The four states value

Was:

Anchorage Alaska = 123.3
Seattle Washington = 118.7
Dallas Texas = 101.1

Baton Rouge Louisiana=  102.8

With and without the cost of living adjustment, wages were generally highest in Alaska followed
by Washington State - the two Free States under study. When the cost of living adjusted wages

were considered as a whole, Alaska workers earned 4.8% more than Washington workers, a full
10% more than Texas workers, and a whopping 17% more than workers in Louisiana.

Alaska Wage Advantage With Cost Of Living Adjustment

Velrigm B lakira
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Poverty Rates

Right To Work laws affect all people in a state. A measure of this effect can be the rate of
poverty as defined by the US Department of Health and Social Services. In 1998, the people in
the Right-To-Work States had a poverty rate a full 1.2% greater than people in Free States.
Alaskans enjoyed a poverty rate 3.3% less than the full national average in 1998. The same

trends held true in 1997.

Education

In Free States, greater economic security for all Working Families translates into better public
education for the children of those states. A comparison between the Free States and the Right-
To-Work States in education can be made in comparing the dollars spent per pupil in public
schools in 1997. Here as elsewhere the Free States are remarkable better than the others. An
average of $ 1,461 more per pupil was spent on better education in the Free States in 1997.

The unique costs of public education in Alaska make the differences even more startling for us.
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1997 Dollars Per Student in Public School

$- §1.000 $2,000 $3,000 $4,000 $5,000 $6,000 $7,000 $8,000 $9,000 $10,000

Health

Strong collective bargaining by Working Families also appears to affect the general health of the
population. We measure this effect by comparing the percent of the population not covered by
health insurance and by looking at three measures of health at birth.

A full 2.7% more workers in the Right-To-Work States were not covered by any health insurance
in 1997.

Perccal of Polalatioo NOT Covered gr llealtb lcanranee 1997

1308 2JH 13.CH 11.JH 14.0H 14.1H 13.CH 13.JH I oH 10.JH 13.CH
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The same positive effect of fair bargaining is seen in the Free States rates for infant mortality,
low birth weight rates, and the percent of women receiving late or no prenatal care. In the Free
States, women are better able to receive adequate health care during pregnancy.

Infant Mortality Rete Per 1000 Birta 1955

RTW Sine*

Nelion

Fret Stale*

A laika

Low Birth Weight and No Prenatal Care Rates
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Wage Gap

A final area of comparison is the wage gap in the various states. For this comparison, the US
Internal Revenue Service tax returns by state for 1997 were considered. The middle class was
dete, mined by adding returns in the $30,000 to $50,000 range to returns in the $50,000 to
$75,000 return range. Thus “middle class” was defined as the total adjusted gross income on
returns in the $30,000 to $75,000 range. The returns for the USA, Alaska, Washington, Texas,

and Louisiana were considered.

1997 IPS Adjusted Grow Income 530,000 to $73,000 tcul Returns

23% 27% 29% 31% 33% 35% 37% 39% 41%

Again, the Free States showed a much stronger middle class than the Right-To-Work states. In
Allaska, 40% ofthe total AGI in 1997 fell in the $30,000 to $75,000 range. In Louisiana only

33% of the state’s AGI was in the middle class.

Conclusion

No matter what the criteria, Working Families do better in the Free States than in the Right-To-
Work States. In wages, poverty rates, worker safety nets, education, and health, Working
Families, both union and non-union, are better off with fair laws on collective bargaining.

All Working Families lose in Right-To-Work States. The only winners are those who profit
from depressed wages and benefits.
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Percent of .
Infant Low Birth Percentage

Population . .
Average  Dollars putall Mortality Weightas of Mothers

Per Per 1997 1998 Ul Per Pupil Not L.

. . . . Rates Per Percentage Receiving

Capita Capita  Poverty Poverty Weekly in Public Covered by 1.000 o All No or Late

1997 1998 Rate Rate  Benefits Schools Health : .
1998 1997 Insurance Births Births Prenatal
1996 1996 Care 1995
1997

Alaska $25,305 $25,675 8.8% 94% $ 176 $ 8,813 15.5% 7.2 5.5% 3.3%
Free States $26,118 $26,890 12.0% 11.9% $ 200 $ 6,413 13.7% 7.2 7.2% 3.6%
Nation $25,598 $24,231 133% 12.7% $ 190 $ 5,885 16.1% 7.4 7.4% 4.0%
RTW States $22,458 $23,198 138% 13.1% $ 171 $ 4,952 16.4% 7.9 7.7% 4.1%

IfIf Doesn't Work For Working Families,
It Doesn't Work for Alaska
Right To Work
Appendix A



US Department of Labor, Bureau of Labor Statistics, Occupational Employment Statistics

1998 by State and Occupation

Median Hourly Wage Adjusted for Cost of Living Difference to Anchorage Alaska

ACCRA COLI Data - Third Quarter 1999

OES

Code Occupation

19999 All Other Managers and Administrators

21108 Loan Officers

25105 Computer Programmers

27305 Social Workers except Medical and Psychiatric
28108 Lawyers

31214 English Language & Literature Teachers (post secondary)

31305 Elementary School Teachers
32502 Registered Nurses

43002 Sales Agent - Insurance

49011 Retail Sales

49023 Cashiers

53102 Tellers

53808 Hotel Desk Clerks

55108 Secretary except Legal and Medical
61005 Police and Detective Supervisor
63008 Firefighter

65005 Bartender

65026 Cook - Restaurant

67002 Maids and Housekeepers

79002 Forest and Conservation Workers
85302 Auto Mechanic

87102 Carpenter

87202 Electrician

87502 Plumbers Pipefitters and Steamfitters
87921 Roustabout

89132 Sheetmetal Worker

93935 Cannery Worker

97102 Truck Driver - Heavy or Tractor Trailer
97514 Able Seaman

97956 Operating Engineer

97108 Bus Driver

8799:) All Other Construction & Extraction Workers except Helpers

mmmmmmwwmmmmeﬁmwmmwwmwmwwwmﬁemmmwm

Alaska

26.55
20.71
24.28
16.80
39.22
59,740
51,510
22.37
17.09
9.23
8.18
9.50
8.03
13.46
32.61
19.90
9.94
9.48
8.36
14.03
17.42
19.81
24.21
27.92
17.34
22.95
7.46
16.85
16.03
25.98
10.68
18.93

Washington
26.29
17.78
23.67
17.34
37.40

41,946

40,586
22.67
16.06

9.09
8.26
9.64
7.89
12.84
31.99
22.77
7.56
8.91
7.77
14/5
14.65
Hi 26
20.97
22.27
na
17.83
7.99
15.68
18.27
22.24
14.64

mmmwmmmmmwwmw%wwmmmwmmmm
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Appendix B

Texas Louisiana

$ 2793 $ 2298
$ 2084 $ 1807
$ 2965 $ 23.89
$ 1198 $ 17.06
$ 4768 $ 3761
$ 49,406 $ 40,996
$ 43238 $ 42,026
$ 2308 $ 2344
$ 1892 $ 16.59
$ 901 S 822
$ 780 $ 733
$ 1015 $ 9.02
$ 836 $ 8.06
$ 1309 s 11.26
$ 2462 $ 1852
$ 1841 $ 1242
$ 717 $ 7.12
$ 842 $ 8.21
$ 725 $ 7.16
na $ 13.74

$ 1562 $ 1464
$ 1412 $ 1517
$ 1803 ¢$ 1766
$ 1796 $ 17.98
$ 1058 $ 11.35
$ 1336 $ 13.36
$ 818 $ 7.81
$ 1410 $ 1314
$ 1547 $ 1318
$ 1758 ¢ 1671
$ 1409 $ 1145
$ 1187 $ 1117

AK to
WA

1.0%
14.1%
2.5%
-3.2%
4.6%
29.8%
21.2%
-1.3%
6.0%
1.5%
-1.0%
-1.5%
1.8%
4.6%
1.9%
-14.4%
24.0%
6.1%
7.0%
-3.7%
15.9%
7.8%
13.4%
20.3%
na
22.3%
-7.1%
6.9%
-14.0%
14.4%
-37.0%
4.9%
4.8%
WA

AK to
X

-5.2%
-0.7%
-22.1%
28.7%
-21.6%
17.3%
16.1%
-3.2%
-10.7%
2.4%
4.6%
-6.9%
-4.1%
2.7%
24.5%
7.5%
27.9%
11.1%
13.2%
na
10.4%
28.7%
25.5%
35.7%
39.0%
41.8%
-9.6%
16.3%
3.5%
32.3%
-31.9%
37.3%
10.0%
TX

AK to
LA

13.5%
12.8%
1.6%
-1.5%
4.1%
31.4%
18.4%
-4.8%
2.9%
11.0%
10.4%
5.0%
-0.4%
16.3%
43.2%
37.6%
28.4%
13.4%
14.3%
2.1%
16.0%
23.4%
27.1%
35.6%
34.6%
41.8%
-4.7%
22.0%
17.8%
35.7%
-1.2%
41.0%
17.0%
LA



