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security is provided in the form of a savings certificate, certificate of deposit, or
investment certificate, the certificate must state that the amount is unavailable for
withdrawal except on order of the director.

(b) In ad .ion to complying with the requirements of (a) of this section, an
association of self-insured employers shall maintain a combined tangible net worth of
all members in the association of at least $5,000,000 or deposit with the director a
solvency bond, in a form prescr bed by the director, in an aggregate amount of at least
$5,000,000.

(c) The administrator of the association of self-insured employers shall deposit
with the director a bond, in an amount determined by the director, executed by the
association's administrator as principal, issued by a licensed surety, payable to the
State of Alaska, and conditioned on the faithful performance of the administrator's
duties.

(d) A third-party administrator providing claims services for the association of
self-insured employers shall deposit with the director a bond, in an amount determined
by the direc:or, executed by the third-party administrator as principal, issued by a

licensed surety, payable to the State of Alaska, and conditioned on the faithful
performance *f the third party administrator's duties.

(e) 1[B director may increase or decrease the amount of a bond or monev
required to be deposited under this section in accordance with statutory and regulatorv
requirements for loss reserves in casualty insurance. If the director requires an
association of self-insured employers, the association's administrator, or the third-
party administrator to increase its deposit, the director may specify the form of the
security. The association, association's administrator, or third-party

additional
administrator shall provide the additional security within 60 days Ifter receiv ing notice

from the director.
(F) The security deposited under this section does not relieve an association of

self-insured emplo>ers from responsibility for the administration of claims and

payment of compensation under AS 23.30.
Sec. 2177030 Surety and SOlvency bonds. A surety or bonding company

may not furnish a bond or other form of security required under this chapter for an
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association of self-insured employers or the association's members unless the surety or

bonding company is authorized to do business in the state.

Sec. 2177040 Issuance of certificate of self-Insurance, (a) on determining
that ar. association is qualified as an association of se,f-insured employers, the director
shall issue a certificate of self-insurance to the association and the association's
administrator.

(b) A certificate of self-insurance must include, without limitation, the name
of the association of self-insured employers, the name of each employer who the
director determines is a member of the association at the time the certificate is issued,
an identification number assigned to the association by the director, and the date the

certificate was issued.
(c) A certificate of sclf-insurance is valid until it is withdrawn by the director

or voluntarily terminated by the association.

fd) The director may not issue a certificate of self-insurance to an association
that has had its certification as an association of self-insured employers involuntarily
withdrawn by the director within two years immediately preceding the association's

application.
(e) The director may not grant a request to cancel a certificate

of self-
insurance unless the association has insured or reinsured all incurred obligations with

an insurer authorized to do business in the state under an agreement filed with an
approved by the director. The agreement must include coverage for actual claims,

claims incurred but not reported, and expenses associated with those claims.

Sec. 2L770K) Effect of CertiﬁCate, fa) An association of self-insured
employers directly assumes the responsibility for providing compensation due the
employees of the members of the association and the employers' beneficiaries under
AS 23.30.

(b) An association of self-insured employers is not required to pay premiums
required of other employers under AS 23.30, but is relieved from other liability for
personal injury to the same extent as other employers.

(c) An association of self-insured employers may act on behalf of or for the

benefit of its members to provide for its members' workers' compensation obligations

_ -5- CSSSHB 51( )
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under AS 23.30. An association of self-insured employers shall have the rights and

obligations of an employer under AS 23.30.

(d) The claims of employees and their beneficiaries resulting from injuries

while in the emplrvment of a member of an association of self-insured employers
must be handled in the manner provided under AS 23.30, and the association is subject
to regulations adopted by the Alaska Woikers' Compensation Board.
Sec. 2177030 Board of directors; members; duties; prohibited acts, ()
An association of self-insured employers shall be operated by a board of directors
consisting of at least five members elected by the members of the association for terms
as set out in the bylaws of the association. At least two-thirds of the members of the
board of directors shall be emfloyees, officers, or directors of the members of the
association. An association's administrator, third-party administrator, or an owner,
officer, employee or other person affiliated with the association's administrator or
third-party administrator may not serve as a member of the board of directors. A
member of the board of directors must be a resident of this state or an officer of a
corporation authorized to do business in this state.
(b) The board of directors of an association of self-insured employers shall
vl) ensure the prompt payment of compensation due under AS 23.30;
(2) take all actions necessary to protect the assets of the association;
(3) employ full time an administrator to carry out the policies of the
board of directors and perform the duties the board delegates to the administrator; an
association's administrator may not perform the duties assigned to a third-party

administrator;
(4) employ a third-partv administrator to administer the claims or other

obligations of the association during the period of the contract;
(5) engage the services of an independent certified public accountant to
prepare the statement of financial condition required under AS 21.77.150; and
(6) maintain minutes of the meetings of the board and make the
minutes available for inspection by the director.
(c) The board of directors of an association of self-insured employers may not
(1) extend credit to any member of the association for the payment of
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that member's annual assessment, except under a payment plan approved by the

director;
¥ borrow money from the association or in the name of the

association, except in the ordinary course of its business, w .hout prior approval from

the director.

Sec. 21770 Fiscal reSponSibi”tieS, (3) The board of directors of an
association of self-insured employers is responsible for the money collected and

disbursed by the association.

(b) The board of directors shall establish
(1) a claims account in a financial institution in this state that is

approved by the director and that is federally insured; except as provided in (c) of this
section, at least 65 percent of the annual assessments collected by the association from
its members must be deposited in the claims account to pay claims, expenses related to
those claims, costs associated with the association's policy of excess insurance or
reinsurance contract, and assessments, payments, and penalties related to the
subsequent injury account and the uninsured nployers' claim account;

(L, an administrative account in a financial institution in this state that
is approved by the director and that is federally insured; the amount of annual
assessments collected by the association not deposited in the claims account must be

deposited in the administrative account to pay the administrative expenses of the

association.
(c) The director may authorize an association of self-insured employers to

deposit less than 65 percent of the associations annual assessments in a claims account
if the association presents evidence satisfactory to the director that more than 35
percent of the association's annual assessments are needed to maintain programs for
loss control and occupational safety.

(d) The board of directors may invest the money of the association of self-

insured employers not needed to pay the obligations of the association under

AS 23.30.
(e) The director shall review the accounts of an association of self-insured

employers established under this section at the times necessary to ensure compliance
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with the provisions of this section.

Sec. 217708 Prohibited re|ati0n3hip3, () An administrator of an
association of self-insured employers or an employee, officer, or director of an
associauor S administrator may not be an employee, officer, or director of u third-party
administ ator employed by the association or have a direct or indirect financial interest
in the third-party administrator.

fb) A third-party administrator or an employee, officer, or director of a third-
party administrator may not be an employee, officer, or director of the association's

administrator or have a direct or indirect financial interest in the association's

administrator.

Sec. 207/00 Termination and cancellation of membership in
association; coverage following termination or cancellation, (a) A member of an
associat on of self-insured employers may te minate its membership at any time by
submitting to the association's administrator a notice of intent ‘o withdraw from the
association at least 120 days before the effective date of withdrawal. The notice of
intent to withdraw must include a statement indicating that the member has

(1) been certified as a self-insured employer under AS 23.30.090;
(2) become a member of another association of self-insured employers;

or
(3) become insured for liability under AS 23.30 by a private carrier

authorized to do business in this state.

(b) The board of directors of an association of self-insured employers may
cancel the membership of a member of the association in accordance with the bylaws
of the association.

(c) At the expense of the member whose membership is terminated or
cancelled, the association of self-insured employers shall maintain coverage for that
member for 30 days after the notice is given under (a) of this section unless the

association first receives notice from the association's administrator that the member

has
(1) been certified as a self-insured employer under AS 23.30.090;
(2) become a member of another association of self-insured employers-
| CSSSI1B 51( ) -8
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or
become insured for liability under A? 23.30 by a private carrier

3)
authorized to do business in this state.

Sc. 2177100 Notification of additional members, termination or
cancellation of membership, or change in Information, (2) An association of self-
insured employers shall notify the director in writing within 30 days after a member
withdraws from the association, a new member joins the association, or the board of
directors of the association cancels a membership. In the cast of a new member, the
notice must include information that the new member is quai led under AS 21.77.010

and the financial .formation for the new member required under AS 21.77.010(b)(9).
(b) An association of self-insured employers shall notify the director of any

change in the information submitted in its application for a certificate of self-insurance
or in the manner of its compliance with AS 21.77.020 within 30 days after the change.

Sec. 2177110 Liability for compensation obligations of members. an
assoe:;*tion of self-insured employers is liable for the payment of any compensation
required to be paid by a member of the association under AS 23.30 during the period

of membership. Insolvency or bankruptcy of a member does not relieve the association

of liability for the payment of compensation.

Sec. 2177140 Examination of books, records, accounts, and assets;
payment of feeS. The director may examine the books, records, accounts, and assets
of an association of self-insured employers as necessary to carry out the provisions of

this chapter. The director may charge the association a reasonable fee for conducting

the examination.

Sec. 2177130 Director as resident agent of association. The director is
considered the resident agent to receive initial legal process authorized by law or court
rule to be served on the association of self-insured employers for as long as the

association is obligated to pay compensation under AS 23.30.

Sec. 21.77.140. Merger of associations. An association of self-insured

employers may merge with another association of self-insured employers if the
members of the merging associations are members of the same trade association, the

resulting association assumes in full all obligations of the merging associations, and
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the merger is approved by the director. The director may hold a hearing on a proposed

merger on the motion of the director or at the request of a member of the merging

associations.

Sec. 2177150 Statement of financial COﬂdition, (a) An association of self-
insured employers shall file with the director an audited statement of financial
condition prepared by an independent certified public accountant. The statement must
be filed within 120 days after the conclusion oi the association's fiscal year and must
contain information for the pievious fiscal year.

(b) The statement required in (a) of this section must be prepared in

accordance with generally accepted accounting principles and must include
(1) a statement of reserves for actual claims and expenses, claims

incurred but not reported and expenses associated with those claims, assessments that

are due but not paid, and unpaid debts; unpaid debts must be shown as liabilities;

U (2) an actuarial opinion regarding reserves, prepared by a member of
15 the American Academy of Actuaries or another specialist in loss reserves identified in
16 the annual statement adopted by the National Association of Insurance
17 Commissior.ers, including a statement of actual claims and the expenses associated
18 with those claims and a statement of claims incurred but not leported, and the
19 expenses associated with those claims.

2C (© The director may require the filing of other reports necessary to carry out
21 the provisions of this section, including

22 (1) audits of the payrolls of the members of an association of self-
23 insured employers;

24 (2) reports of losses; and

25 (3) quarterly financial statements.

26 Sec. 2177160 Calculation of annual assessments, (a) Except s provided in
27 (b) of this section, the annual assessment required to be paid by each member of an
28 association of self-insured employers must be

29 (1) calculated by a rate service organization that is a member of the
30 American Academy of Actuaries or another specialist approved by the director; and

31 (2) based on the assessment rate for the industrial classification of that

SHB5L( ) -10-
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member, adjusted by the member's individual experience.
(b) The director may approve a reduction in the annual assessment based on

the association's level of ex:’LIses and loss experience.
(c) If approved by the director, an association of self-insured employers may
calculate the annual assessment required to be paid by each member of the association.

An assessment calculated by the association must be based on at least three years of

the member’s individual experience.

Sec. 217710 Annual audits. An association of self-insured employers sf |
cause to be conducted at least annually an audit of each member to verify the
individual experience of each member of the association, the payroll of each member
of the association, and the assessment required to be paid by each member of the
association. The audit required under this section must be conducted by a payroll

auditor approved by the director. An association shall pay the expenses of an audit

required under this section.

Sec. 2177180 Objections to industrial classification. an association of
self-insured employers or a member of the association may request a hearing before
the director to object to an industrial classification assigned to a member of the
association as a result of an audit conducted under AS 21.77.170. If the director
determines that the assessment required to be paid by a member of the association is
insufficient because of the industrial classification assigned to the employer, the
director shall order the association to collect from that member any amount required to
recover the deficiency. If the director determines that the assessment is excessive
because of the industrial classification assigned to the employer, the director shall
order the association to pay the member the excess amount collected.

Sec. 2177190 Payment of dividends to members. The board of directors of
an association of self-insured employers may, with the approval of the director,
declare and distribute dividends to the members of the association if the assets of the
association exceed the amount necessary to pay its obligations and administrative
expenses, carry reasonable reserves, and provide for contingencies. A dividend
declared under this section musi be distributed not less than 12 months after the date

of declaration. A dividend may be paid only to an employer who was a member for at
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least 12 months before to the date of declaration, and payment of a dividend may not
be conditioned on a member's continuing membership in the association.

Sec. 21.77.200. Plan for payment of annual assessment. An association of
self-insured employes shall adopt a plan for the payment of annual assessments by the
members of the association. The plan must be approved by the director and must
include a requirement for an initial payment, in advance, of a portion of the annual
assessment due from each member of the association and for the balance of the annual
installment to be paid in quarterly or monthly installments. The advance payment must
be in an amount equal to at least 15 percent of the member's annual assessment.

Sec. 21.77.210. Required reserves. An association of self-insured employers

shall maintain actuarially appropriate loss reserves. Loss reserves must include

reserves for
(1) actual claims and the expenses associated with those claims;

(2) claims incurred but not reported and the expenses associated with

those claims; and
(3) reserves for uncollected debts based on the experience of the

association or other associations.

Sec. 21.77.220. Regulation by division of insurance. Self-insurance provided
under a certificate issued to an association of self-insured employers may not be
considered insurance for the purpose of any other law of the state and is subject only
to regulations adopted by the director to implement this chapter.

Sec. 21.77.230. Insufficient assets to pay compensation and maintain
reserves, (a) If the assets of an association of self-insured employers are insufficient

to pay all compensation under AS 23.30 and to maintain the reserves required under

AS 21.77.210. the association shall immediately notify the director and

(1) transfer surplus funds acquired trom a previous year to the current

year to make up the deficiency;
(2) transfer money from the administrative account of the association

to the claims account of the association;

(3) collect an additional assessment from the members of the

association in an amount required to make up the deficiency; or

-12-
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(4) take any other action, approved oy the director, to make up the
deficiency.

(b) If an association of self-insured employers wishes to transfer surplus funds
from one year to another, the association shall first notify the director of the transfer.

(c) The director shall order the association of self-insured employers to make
up any deficiency in accordance vith (a) of this section if the association fails to do so
within 30 days after notifying the director of the deficiency.

(d) An association of self-insured employers is considered to be insolvent if it
fails to collect an additional assessment from its members within 30 days after being
ordered to do so by the director or fails to make up the deficiency in any other manner
within 60 days after being ordered to do so by the director.

Sec. 21.77.240. Order to cease and desist; penalties, (a) The director may
issue an order requiring an association of self-insured employers or a member of an
association to cease and desist from engaging in an act or practice found to he in
violation of this chapter or aregulation adopted under AS 21.77.300.

(b) If the director determines that an association of self-insured employers or
member of an association has violated an order to cease and desist, the director may
impose an administrative fine of not more than $10,000 for each violation of the order,

not to exceed an aggregate amount of $100,000, and may, in addition, wimdraw the

association's certificate of self-insurance.

Sec. 21.77.250. Administrative fines. The director may impose an
administrative fine for each violation of a provision of this chapter or regulation
adopted under AS 21.77.300. Except as provided in AS 21.77.240, the amount of the
fine may not exceed $1,000 for each violation or an aggregate amount of $10,000.

Sec. 21.77.260. Withdrawal of certificate; effect of withdrawal, (a) The
director may withdraw the certificate of an association of self-insured employers if

(1) the association's certificate was obtained by fraud;

2 the application for the certificate contained a material

misrepresentation;

(3) the . Nsociation i found to be insolvent;

(4) the association fails to have five or more members;
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(5) the association fails to pay the costs of an examination or a penalty,

fee, or assessment required under this chapter;

(6) the association fails to comply with a provision of this chapter or

regulation adopted under AS 21.77.300;
(7) the association fails to comply with an order of the director within

the time prescribed by law or in the director's order; or
(8) the association or its third-party administrator misappropriates,
converts, illegally withholds, or refuses to pay any money to which a person is entitled

and that was entrusted to the association in its fiduciary capacity.

(b) If the director witndraws a certificate of self-insurance, each employer who
is a member of the association of self-insured employers remains liable for the
employer's obligations incurred before and after the order of withdrawal.

(c) Before withdrawing a certificate under this section, the director shall give
written notice to the association of self-insured employers by certified mail that the
certificate of the association will be withdrawn 10 days after receipt of the notice
unless, within that time, the association corrects the conduct set out in the notice as the
reason for the withdrawal or submits a written request for a hearing to the director.
The director may grant additional time, not to exceed an additional 120 days, before
the withdrawal of the certificate if the grounds for withdrawal are based on (a)(4) of

this section and the association is financially sound and capable of fulfilling its

commitments.

(d)

provided the association of self-insured employers with an opportunity for an informal
meeting to discuss and seek correction of conduct that would be grounds for
withdrawal of the association’s certificate of self-insurance.

Sec. 21.77.270. Retention of security deposit in event of termination. If the
certificate of an association of self-insured employers is terminated or withdrawn for
any reason, the security deposited under AS 21.77.020 must remain on deposit for at
least 36 months in an anounf necessary to secure the outstanding and contingcn'
liability for compensation payable under AS 23.30. At the expiration of the 36-month

period, or another period the director may prescribe, the director may accept a paid-up

CSSSHB51( ) _ -14-
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policy of insurance in a form approved by the director in lieu of the previously
deposited security.

Set. 21.77.280. Insolvency; termination of liability on surety bond; effect
of termination of surety bond, (a) For purposes of this chapter, an association of
self-insured employers is insolvent if it is unable to pay its outstanding obligations as
they mature in the regular course of business.

(b) If an association of self-insured employers becomes insolvent, institutes
any voluntary proceeding under the bankruptcy laws of the United States or is hamed
in any involuntary proceeding under those laws, makes a genera! or special assignment
for the benefit of creditors, or fails to pay compensation due under AS 23.30, after an
order for the payment of a claim becomes final, the director may, after giving at least
10 days' notice to the association and its insurer or guarantor, use money or interest on
securities, sell securities, or institute legal proceedings on asurety t »H deposited with

the director to the extent necessary to make the payment.
A surety providing a surety bond under AS 21.77.020 may terminate

(c)
liability on its surety bond by giving the director and the association of S/Y-insureu
employers, the association's administrator, or the third-pany administrator 90 days'
written notice Termination does not limit liability that was incurred under the surety
bond before the termination. If the association fails to requalify as an association of
self-insured employers on or before the termination date, the director shall withdraw
the association's certificate of self-insurance, effective on the date the termination
becomes effective.

Sec. 21.77.290. Judicial rewew. A p-rty aggrieved by a decision of the
director under this chapter may seek judicial review in accordance with applicable

court rules.
Sec. 21.77.300. Regulations. The director may adopt regulations to implement

the provisions of this chapter.
Sec. 21.77.399. Definitions. In this chapter.
(1) “association of self-insured emolovers" mea::s an association of
employers that has been granted a certificate of self-insurance under AS 21.77.010;

(2) "third-party administrator" means a person under contract with an
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association of self-insured employers to administer, from one or more offices ir this

state, all claims for the association arising under AS 23.30 and maintain records

concerning those claims.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).



SECTIONAL ANALYSIS
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Associations of Self-insured Employers for
Providing Workers’ Compensation Coverage

OVERVIEW:

CSSSHB 51 differs from SSHB 51 in two significant ways. First, while both versions
allow employers who are in the same trade or business to form associations for the
purpose of self-insuring their workers’ compensation obligations, SSHB 51 placed
regulatory authority for the self-insurance program with the Workers’ Compensation
Board. The CS places regulatory authority in the Division of Insurance. Second. SSHB
51 included only the most basic requirements for the self-insurance program, leaving
many details to be established by regulation, "".e CS contains a much more detailed set
of statutory i quirements for the pmgram.

SECTION BY SECTION ANALYSIS OF CSSSHB 51

Section 1 adds Chapter 77 to the Alaska Insurance Code (AS 21). ’lhe provisions of the
new Chapter 77 are as follows:

Sec. 21.77.011). Subsection (a) sets out the requirements that an association of
employers must meet in order to qualify for acertificate of self-insurance. Members
ofthe association must have at least 100 employees in the aggregate and must have a
net worth of at least S5 million in the aggregate. The association must have paid the
annual service fee assessed under AS 23.05.067; each member of the association must
have a workplace safety rate reduction program in effect, and the association must tile
an indemnity agreement with the director that makes each memberjointly and
severally liable to secure the payment of all workers’ compensation obligations of all
members o f the association. Subsection (b) sets out the information and supporting
documentation that must accompany an application for a certificate of self-insurance,
including financial statements. Subsection (c) provides that financial information
filed with the director is confidential and not a public record (that is, it is not available
to the public for inspection or copying). Subsection (d) specifies that the membership
in the association must include at least five employers who are members of the same
Alaska trade association and that the trade association must have been in existence for

at least five years.

Sec. 21.77.020 Subsection (a) requires an association of self-insured employers to
maintain excess coverage in an amount and in a form required by the Director of the
Division of Insurance, to collect an annual assessment from its members to cover
their workers’ compensation obligations and associated administrati e expenses, and
to provide security for the payment of the workers’ compensation obligations of its



members. Subsection (b) requires the association to maintain an aggregate tangible
net worth of at least $5 million or provide a solvency bond in an aggregate amount of
at least S5 million. Subsections (c) and (d) require the association’s administrator and
third-party administrator each to deposit bonds with the director to secure
performance of their respective duties. Subsection (e) allows the director to increase
or decrease the amount of bonj ; required under the section in accordance with
reserves requirements for casualty insurance. Subsection (f) makes it clear that
depositing a bond does not relieve an association from tl e responsibility of
administering claims and making workers’ compensation payments.

Sec. 21.77.030, This section provides that only a surety or bonding company
authorized to business in Alaska may furnish a bond or other form or security under

the chapter.

Sec. 21.77.040, This section lequires the director to issue acertificate of sclf-
insurance if the director determines that the association meets the qualifications set
out in Sec. 21.77.020. A certificate remains valid until it is withdrawn oy the director
or voluntarily terminated by the association. An association is not entitled to receive
a new certificate if it has had a previous certificate involuntarily withdrawn within the
previous two years. The director may not grant a request to cancel a certificate unless
the association has insured or reinsured all incurred obligations.

See. 21.77.050, If acertificate is issued, the association directly assumes
responsibility for providing workers’ compensation to the members’ employees and
beneficiaries under the workers’ compensation statutes (AS 23.30). In addition,
except for the requirement to pay workers’ compensation insurance premiums, the
association is treated the same as any other employer under AS 23.30 for purposes of
liability to the members’ employees for injury. The association also acts on behalfof
or for the benefit of its members and has the same rights and obligations under AS
23.30 as an employer. Claims must be handled in ne-.ordance with the requirements
of AS 23.30, and the association is subject to regulations adopted by the Alaska

Workers’ Compensation Boaid.

See. 21.77.060. Subsection (a) provides that an association of self-insured employers
shall be governed by a board of directors and imposes restrictions on who may serve
on the board. Subsection (b) imposes a number of duties on the borcu of directors,
including prompt payment of compensation due under AS 23.30, protection of
association assets, the employment of a full time administrator, the employment of a
third-party administrator to administer claims, engagement o f an independent
certified public accountant to prepare statements of financial condition; and
maintenance o f minutes of board meetings. Subsection (c) sets out certain prohibited
acts, including extension of credit to a member of the association for payment of
workers’ compensation, unless underpayment plan approved by the director, and
borrowing money from the association, except in the ordinary courts of its business.



See. 21.77.070. Under subsection (a), the association’s board of directors is
responsible for the funds of the associc'ion. Subsection (b) requires the association to
establish a claims account in a financial institution approved by the director and to
deposit in the claims account at least 65 percent o f the annual *'ssessmcnts received
from its members. The director, under subsection (c), is authorized to allow a deposit
of less than 65 percent if more than 35 percent o f the annual assessments are needed
to maintain loss control and occupational safety programs. Subsection (d) authorizes
the association’s board o f dii ,ctors to invest funds not needed to pay compensation
payments. Subsection (e) authorizes the director to review the association’s accounts

to assure compliance with this section.

Sec. 21.77.086 This section prohibits an association’s administrator and third-party
administrator from having adirect or indirect financial relationship with one another.

Sec. 21.77.090. This section governs the relationship between the association and its
members. Subsection (a) allows a member to withdraw from an association if the
member has either become a self-insured individual employer under AS 23.30.090,
has become a member of another association, or has obtained workers’ compensation
insurance. Subsection (b) allows the association to provide for cancellation of
membership in accordance with the association’s bylaws. Subsection (c) requires the
association to maintain coverage for a canceled or terminated me mber for 30 days
after notice of cancellation or termination unless the member has been certified as a
self-insured employer under AS 23.30.090, has become a member of another
association of self-insured employers, oi has obtained workers’ compensation

insurance.

Sec. 21.77.100. This section requires the association to notify the director in writing
if a member withdraws from the association, a new member is added, or the board of
directors cancels a membership. It also requires the association to notify the director
of any changes .n the information submitted with the application for a certificate of

self-insurance.

Sec. 21.77.110. This section provides that the association is liable for payment of
compensation required to be paid by a member under AS 23.30 and further provides
‘hat insolvency or bankruptcy ofamember does not relieve the association of liability

for payment of compensation due that member’s employees.

Sec. 21.77.120, T his section allows the director to examine the books, records,
accounts and assets of an association of self-insured employers as necessary to carry
out the provisions of Chapter 77 and allows the director to charge the association for

the costs o f the examination.

Sec. 21.77.130. This section provides that the director is considered to be the resident
agent to receive service of initial legal process that may be served on the association
of self-insured employers so long as the association is obligated to pay compensation

under AS 23.30.



Sec. 21.77.140, This section authorizes an existing association of self-insured
employers to merge with another association of self-insured employers if the
members o f both associations are members of the same trade association and if the
merger is approved by the director. The section further provides that the resulting
association assumes all of the obligations of the merging associations.

Sec. 21.77.150. Subsection (@) requires an association of self-insured employers to
tile an annual audited statement of financial condition with the director. Subsection
(b) requires the statement to be prepared in accordance with generally accepted
accounting principles and to include a statement o f reserves for actual claims and
expenses, claims incurred but not yet reported, the expenses associated with those
claims, and unpaid debts, which must be shown as liabilities. The statement must
also include an actuarial opinion regarding reserves prepared by a member of the
American Academy o f Actuaries or another specialist in loss reserves identified in the
annual statement adopted by the National Association of Insurance Commissioners.
Subsection (c) allows the director to require the tiling of other reports, including
payroll audits, reports of losses and quarterly financial statements.

Sec. 21.77.160. This section provides two alternative methods for calculating the
annual assessments that must be paid by the association’s members. One method is
for the assessment to be calculated by a rate service organization that is a member of
the American Academy of Actuaries or another specialist approved by the director
and based on the assessment rate for the industrial classification of each member.

The other method, which must be approved by the director, is for the association itself
to calculate the assessment, based on three years of the member’s actual experience.
Under subsection (b), the director may approve a reduction in the annual assessment
based on the association’s expenses and loss experience.

Sec. 21.77.170. This section requires the association to conduct an annual audit of
each of its members to verify the individual experience of each member, each
member’'s payroll, and the assessment required to be paid by each member. The audit
must be conducted by a payroll auditor approved by the director.

Sec. 21.77.180, This section allows an association to object to the industrial
classification assigned to a member and to request a hearing on the objection before
the director. The director may increase or decrease the amount of a member’s annual

assessment based on the industrial classification.

Sec. 21.77.190, This section allows the board of directors of an association, with the
approval of the director, to declare and distribute dividends to its members if the
assets o f the association exceed the amount needed to pay its obligations and
expenses, maintain reasonable reserves, and provide for contingencies.

Sec. 21.77.200, This section requires the association o f self-insured employers to
adopt a plan for payment o f annual assessments by its members. The plan must be



approved by the director and must require an initial advance payment of a portion of
the annual assessment and provide for the balance to be paid quarterly or in monthly
installments. The advance payment must be at least 15 percent of the total.

Sec. 21.77.210. This section requires an association to maintain actuarially
appropriate loss reserves necessary to for actual claims and expenses, claims incurred
but not reported and the expenses associated with those claims, and reserves for
unpaid debts based on the experience of the association or other associations.

See. 21.77.220, This section provides that self-insurance is not to be considered
insurance for purposes of the director’s general statutory and regulatory authority
over insurance companies. Associations of self-insured employers are subject only to
the statutory provisions of Chapter 77 and regulations adopted by the director to

implement these provisions.

Sec. 21.77.230. Subsection (a) requires an association to notify the director
immediately if the assets of the association become insufficient to pay compensation
under AS 23.30 and to maintain the reserves required under Sec. 21.77.210.
Subsection (a; also requires the association under such circumstances to take actions
to make up the deficiency. Subsection (b) requires the association to notify the
director before making any transfers of surplus funds from one year to another.
Subsection (c) requires the director to order the association to make up any
deficiencies within 30 days after the association notifies the director of the deficiency.
Under subsection (d), the director may find the association to be insolvent if the
association fails to collect additional assessments from its members within 30 days of

being ordered to do so by the director.

Sec. 21.77.240, This section authorizes the director to order an association or a
member of an association to cease and desist from engaging in an act or practice in
violation of Chapter 77 or regulations adopted under the chapter. The director may
impose administrative fines for violation of an order to cease and desist o f not more
than $10,000 for each violation of the order, not to exceed $100,000 in the aggregate.

Sec. 21.77.250, This section authorizes the director to impose an administrative fine
for violation of a provision of Chapter 77 or a regulation adopted under the chapter.
The maximum fine under this section is $1,000 for each violation, not to exceed an

aggregate amount of $10.000.

Sec. 21.77.260. Subsection (a) allows the director to withdraw a certification of self-
insurance if the association obtained its certificate through fraud or material
misrepresentation, becomes insolvent, fails to maintain a minimum o f five members,
fails to pay the costs ot an examination or a penalty imposed under the chapter, fails
to comply with aprovision of Chapter 77 or aregulation adopted under the chapter,
fails to comply with an order of the director, or misappropriates funds or fails to pay
money to which a person is entitled and that was entrusted to the association in its
fiduciary capacity. Subsection (b) provides that if a certificate is withdrawn, the



members remain liable for their workers’ compensation obligations. Subsection (c)
provides that before withdrawing a certificate, the director shall notify the association
in writing md provide 10 days within which to correct the conduct set out in the
notice as the reason for the withdrawal. An association may request a hearing prior to
withdrawal. Subsection (d) requires the director to provide an opportunity for an
informal conference before taking any action to withdraw a certificate of self-

insurance.

See. 21.77.270. This section provides that in the event a certificate is terminated or
withdrawn, the security deposited under Sec. 21.77.020 must remain on deposit for at
least 36 months. The director may release the security if the director receives
evidence of apolicy of insurance in lieu of the previously deposited security.

Sec. 21.77.280, Subsection (a) provides that an association is insolvent if it is unable
to pay its outstanding obligations as they mature in the ordinary course of business.
Under subsection (b), if an association becomes insolvent, files for bankruptcy, makes
an assignment for the benefit of creditors, or fails o pay compensation due under AS
23.30 after an order for payment of a claim becomes final, the director may take
action against any security filed with the director. Subsection (c) allows a surety
providing a surety bond to terminate the bond by giving the director and the
association notice of termination. Termination does not limit liability on the bond
incurred before the termination. The director may withdraw the association’s
certificate of insurance if the association fails to requalify as an association of self-

insured employers before the termination date.

Sec. 21.77.290, This section allows a party aggrieved by adecision ofthe director to
seek judicial review in accordance with applicable court ruies.

Sec. 21.77.300. This section gives the director authority to adopt regulations to
implement the provisions of Chapter 77.

Sec. 21.77.399 This section defines ‘‘association of self-insured employers” as an
association of employers that has been granted a certificate o f self-insurance under
Sec. 21.77.010. It defines “third-party administrator" as a person under contract with
an association of self-insured employers to administer, from one or more offices in
Alaska, all claims for the association arising under AS 23.30 and to maintain records

concerning the claims.

Section 2 ofthe Act provides for an immediate effective date.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2006 LEGISLATIVE SESSION Bill Versio SSHB 51(L&C)
() Publish Dais:

Revision Date/Time (Note if correction;. Dept. Affected: Commerce

Title Employer Assn. for [RDU Insurance (116)
Workers' Comp Insurance Component Insurance Operations

Sponsor Meyer et a

Requester Labor & Commerce _ Component No. 34

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
land & Structures
Grants &Claims
Miscellaneous
TOTAL OPERATING

[capital expenditures |

|CHANGE IN-RE-VENUES ( )

FUND SOURCE

1002 Federal Receipts
1003 GF Match

164 GF

1005 GF/Program Receipts
103/ GF/Mental Health

Other (Specify Type-Do not abbroviaie)
TOTAL . . * * * .
Estimate of any current year (FY2006) cost: 0.0
Mark this box (Xl if funding for this bill is included in the Governor's FY 2007 budget proposal:
POSITIONS
Full-trT,,,
Pert-time
Temporary

ANALYSio:  (Attach a separate page ifnecessary)

This legislation modifies the qualifications required ft vorkers compensation self-insurance and pe.mits

employers in the same trade or industry to form an employer association for self-insured workers'

compensation coverage.

The insurance premium level used as the Basis for calculating premium tax will be reduced to the extent that
groups elect to self-insure. This would reduce general fund revenue. The amount of fiscal impact is
indeterminate since we are unable to ascertain the amount by which premium would be reduced and the

minted drop in premium tax.

Phone 907.269.7900

Prepared by: Linda S. Hall, Director
Date/Time 2/9/06 3:35 PM

Division Insurance
Approved by:  William C. Noll, Commissioner Date 2/9/2006
Agency Commerce. Community and Economic Development

Page 1o0f 1

(Ru*tse<] 9/7/2005 OMB)



FISCAL NOTE

Fiscal Note Number:
Pill Version: HBS1SS-DOLWP-WC-62-07-06
() Publish Date

STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): Department:  Labor & Workforce Development

Title: Employer Assn for Workers' Comp Ins RDU: Workers' Compensation
Component: Workers' Compensation

Sponsor: Representative Meyer

Requester: House L&C Comp nent Number: 344

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

OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 89.7 89.7 89.7 89.7 89.7 89.7
Travel 9.7 9.7 9.7 9.7 9.7 9.7
Contractual 321 321 321 321 32/ 321
Supplies 140 20 20 20 20 20
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 1455 1335 1335 1335 1335 1335
[capital expenditures'
[CHANGE IN REVENUES (
1002 Federal Receipts
100'5GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/MenU Health
1157 Workers' Safety Account 1455 1335 1335 1335 1335 1335
TOTAL 1455 1335 1335 1335 1335 1335
Estimate of any current year (FY2006) cost: None
Mark this box (X) if funding for this bill is included in the Governor’s FY 2007 budget proposal:
POSITIONS
Fcil-time 1 1 1 1 1 1
Part-time
Temporary

ANALYSIS:  (Attach a separate page if necessary)

(See Attached)

Phone: 465-5059
Date/Time: 2/7/06 3:27 PM

Date: 2/7/2006

Prepared by: Paul F. Lisankie, Director
Division: Workers' Compensation

Approved by: Greg O'Claray, Commissioner
Agency: Department of Labor and Workforce Development

Page 1of2

(Rel/isaa 9/7/2005 OMB)



FISCAL NOTE

STATE OF ALASKA BILL VERSION: HB51SS-DGLWD-WC-02-07-06
2006 LEGISLATIVE SESSION

ANALYSIS: (continued)

This legislation would open the workers' compensation self-insurance program to an indeterminate number of trade
associations. Any association in existence for at least five years, composed of at least five member employers
engaging in a similar trade or industry and belonging to an Alaskan trade association, could seek to self-insure their
workers' compensation liabilities. This expansion of the program (currently comprised of a limited number of large
employers and governmental entities) would require an increased level of regulatory oversight. The Division would
need to employ an Insurance Financial Examiner to develop and oversee the new regulatory system.

Personal Services: insurance Financial Examiner Il will be responsible for developing a program and monitoring self
insured employers and entities. ($89.7)

Travel: Funding of $7.7 is necessary for the travel, per diem and hotel costs to enable the Insurance Financial
Examiner to go on-site to verify the financial status of self-insured entities. In addition, travel funds of $2.0 is

reqi ssted to attend necessary training.

Contractual: Contractual services for the new position include lease costs ($6.7); mail ($3.0); departmental
administrative support costs ($1T.1); interdepartment chargeback costs ($5.3); copies, printing, etc ($4.0) and

training ($2.0).

Commodities: Funding of $14.0 for supplies fcr the new positions is required. ($12.0 for one-time set-up costs and
$2.0 for ongoing costs)



March 6,2006

Representative Tom Anderson, chair Labor & Commerce
FAX 465-2418

Dear Representative Tom Anderson,

| am writing as Broker and CEO of Northern Trust Real Estate, Inc. We support HB 51
“An act relating to modifying the qualifications required for workers’ compensation self-
insurance and permitting employers in the same trade or industry to form an employer
association for self-insured workers’ compensation coverage.”

State law currently requires a business to h' 2 100 employees and neta: s of $5
Million to be able to selfinsure workers compensation. The goal of HB > sto allow
associations to collectively pool employees and assets to achieve the samt 2nuirements.
Northern Trust Real Estate, Inc. supports the concept of controlling safety in the work
place, and rewarding with lower premiums those businesses who go the extra mile. We
also support the concept of finding ways to provide more options in the marketplace for
contractors who face burdensome and growing work compensation premiums.

Thank you for all your previous help and support of our industry. Please evaluate HB 51
based on these concepts, and work with our local and state associations to develop a bill

that you and your committee can support and pass. Your efforts to help us address
worker’s compensation insuance costs are greatly appreciates

| am available to answer any questions you might have by calling me at 907.727.9497.

Sincerely,

Patricia Baker
Broker and CEO
Northern Trust Real Estate, Inc.

TOTAL P.0O1
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March 15, 2006

Representative Tom Anderson, Chair

& Members of the House Labor & Commerce Committee
State Capitol

Juneau, Alaska 99801

The Honorable Chairman anil Members o f the House Labor & Commerce Committee,

The Alaska State Chamber of Commerce strongly supports House Bill 51. HB 51 simply allows
for the formation o f same trade joint-insurance arrangements; the State Chamber o f Commerce
supports this additional option, which will hopefully create advantages to those trade groups in
lowering their worker’s compensation insurance. HB 51 also provides another option for
coverage which will likely help those trades or industries that currently have little or no options
for worker’'s compensation insurance coverage.

As you know the Alaska State Chamber of Commerce has worked hard in the past few years to
lower the high costs associated with worker’s compensation insurance. Through passage of HB
51, we feel that Alaska’s businesses will likely gain additional flexibility, while creating new
options for worker’s compensation insurance coverage. The chamber encourages your
constructive work and we arc hopeful that the bill will move through the legislative process.

Yours in economic prosperity,

Wayne Stevens, President
Alaska State Chamber of Commerce
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March 13, 2006

Rep. Tom Anderson, Chair Labor & Commerce
FAX (907)465 2418

Dear Rep Tom Anderson.

I am writing as the executive director, representing Anchorage Cabaret, Hotel, Restaurant, and
Retailers Association (CHARR). We support HB 51 “An act relating to modifying the
qualifications required for workers' compensation self insurance and permitting employers in the
same trade or industry to form an employer association for self-insured workers' compensation

coverage."

State law currently requires a business to have 100 employees and net assets of $5 Million to be
able to self insure for workers comp. The goal of HB 51 is to allow associations to collectively
pool employees and assets to achieve the same requirements. Anchorage CHARR supports the
concept of controlling safety in the work place, and rewarding with lower premiums those
businesses who go the extra mile. We also support the concept of finding ways to provide more
options in the marketplace for contractors who face burdensome and growirg workers

compensation premiums.
Thank you for all of your previous help and support in our industry. Please evaluate HB 51 based

on these concepts, and work with our local and state associations to develop a bill that you and
your committee can support and pass Your efforts to help us address worker's compensation

insurance costs are greatly appreciated

| am available to answer any questions you might have by calling me at (907) 646-4628

Sincerely.

2>ihvia Villamides, Executive Director
Anchorage CHARR

PO Box 242023

Anchorage, AK 99524

333 West 4th Avenue, Suite 214

A _ PQ Box 242023
WART ' Anchoroge, AK 99524
907.646.4628

Dv<Reorsiddy onchoragechorr@gi.net
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R epresentative K evin M eyer

k L HOUSE DISTRICT 30

*_ _i' ~

MEMORANDUM

Date: January 23, 2006

TO: Representative Tom Anderson, Chairman
House Labor and Commerce Committee

FR: Representative Kevin Meyer, Co-Chairman
House Finance Committee

RE: Sponsor Substitute for HB 51

Representative Anderson,

I introduced a sponsor substitute to HB 51 Joint Insurance Arrangements after
working over the interim with interested parties. This memorandum is intended to
provide a comparison between the two versions of HB 51 and insight into the

reasons for the changes.
Statutory Change: From AS 21.76.010 to AS 23.30.090

The original version of HB 51 amended AS 21.076.01U, the Joint Insurance Association
statutes. The provisions of title 21 apply to Municipalities and their public corporations.
The joint insurance arrangements covered by title 21 are limited to public entities that
ultimately can turn to taxes and other revenue instruments and who were therefore
removed from regulation under AS 21.76.020. Though the original version of HB 51
required an association to meet the standards for a self-insurance certificate issued under
AS 23.30.090, there was no oversight due to AS 21.76.020.

Since the intent of HB 51 is to apply to private entities, the sponsor substitute to HB 51
shifts the proposed changes from AS 21.76.010 Joint Insurance Arrangements to AS
23.30.090 Selflns. ranee Certificates. By moving to AS 23.30.090, the proposed
associations of employers are treated the same as an existing single employer provided
the association meets similar financial criteria. Through the joint and several liability
provision of SSHB 51 (page 2 lines 8-10) the member; of an association are responsible
for the workers compensation obligations accrued by any of the individual members of
the association. The joint and several liability provision enables an association to, in the
aggregate, meet the minimum financial thresholds (a net worth of $5 million) a single

employer is currently required to meet.

Email: Rcprescntative_Kcvin_Meycr@Ilegis.state.ak.uft « Toll Free: (866) 465-4945
Session: State Capitol, Juneau. Alaska 99801-1182 « Rhone: (907) 465-4945 Fax: (907) 465-3476
Interim: 716 W. 4th Ave., Anchorage, Alaska 99501-2133 « Phone: (907) 269-0199 Fax: (907) 269-0197


mailto:Rcprescntative_Kcvin_Meycr@legis.state.ak.uft

A single employer is allowed to self-insure their workers compensation obligations under
current statutes. SSHB 51 would repeal and reenact the current authorisation in statute to
allow an association of employers to self-insure without changing the existing rules for a

single employer.
Changes to AS 23.30.090 Self-Insurance Certificates

SSHB 51 repeals and reenacts AS 23.30.090 to authorize an association o femployers as
well a° an employer to self-insure workers’ compensation obligations. The proposed
reenacted statute incorporates several provisions currently found in regulations adopted
by the Alaska Workers’ Compensation Board. Below is a summary of the provisions in
the proposed AS 23.30.090 and their source material.

23.30.090(1) [Page 1, lines 10-12] - 8 AAC 46.010 (5)

23.30.090 (2) [Page 1, lines 13-14 & Page 2 line 1] - 8 AAC 46.010 (6)
23.30.090 (3) [Page 2, lines 2-3] - Current AS 23.30.090

23.30.090 (4) [Page 2, lines 4-5] - 8 AAC 46.010 (4)

23.30.090 (5) [Page 2, lines 6-7] - 8 AAC 46.050

23.30.090 (6) [Page 2, lines 8-10] - New requirement limited to an association of
self-insured employers. Requires an association to
file an agreement with the board jointly and
severally binding each member of the associaticn.

23.30.090 (b) [Page 2, lines 11-18] - 8 AAC 46.020

23.30.090 (c) [Page 2, lines 19-20] - New provision making information provided under
(b) confidential.

23.30.090 (d) [Page 2 lines 21-27] - Changed provision. Modifies existing AS
23.30.090 to provide that acertificate of self-
insurance remains in effect until revoked by the
board. Does not alter or change the timeline/process
of revocation or the authority to reissue acertificate.

23.30.090 (e) [Page 2ines29-31] - Current AS 23.30.090

23.30.090 (f) [Page 3lines1-6] - New requirement limited to an association of
self-insured employers. Requires an association to
notify the board if one of its members withdraws
from the association or a new memberjoins the
association.



New provision limited to an association of self-
insured employers. Allows an association to
function on behalf of its members as an “employer
for purposes of complying with AS 23.30.

23.30.090 (g) [Page 3 lines 7-10] -

23.30.090 (h) [Page 3 line 11] - Current AS 23.30.090 (explicitly allows the Board
to adopt regulations to implement this chapter.)

23.30.090 (i) [Page 3 lines 12-16] - New provision defining an “association of

employers.”

Thank you for considering SSHB 51,

Representative Kevin Meyer



R epresentative K e vin M evyer

K, HOUSE DISTRICT 30

Sponsor Statement
House Bill 51

“An Act relating to permitting employers in the same trade to fotni joint insurance
arrangements for self-insured workers’ compensation coverage.”

The workers compensation system was developed as acompromise between employees
and employers to ensure that employees received compensation for injuries received on
the job. Employers provide compensation for medical expenses and lost wages, and in
exchange employees agree not to sue employers for damages.

Traditionally, employers have trami'erred the risk of compensation liability to insurance
companies, who, for a premium, agree to cover the costs of an employee’s claim under
the worker’s compensation system Several states, including Alaska.'ow an employer
to self-insure providing that they meet financial requirements set in statute ad

regulation.

House Bill 51 allows agroup of five or more employers to form an association to self-
insure the employers’ workers compensation obligations. The members of the association
must be engaged in the same or similar employment classifications, be members of a
gualified trade association, and receive a certificate to self-insure under Alaska’s existing

Riles and regulations.

Workers compensation insurance premiums are a significant cost for employers. While
the prospect of reducing costs attracts employers to self-insurance associations,
employers and employees in states with similar statutes have seen other benefits. Directly
assuming the risks for workers compensation obligations aligns employers and
employees in managing workers compensanon claims and costs. HB 51 is a tool for
Alaska’s trade associations and employers to take direct control of the obligations they
arc exposed to undercurrent law.

Email: Representative_Kevin_Meycr(alegis.stutc.ak.us * Toll Free: (S6<») 165-4945
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SECTIONAL ANALYSIS
SS FOR HB 51
(Workers’ Compensation Self-insurance)

OVERVIEW:

Existing law (AS 23.30.090) allows the Alaska Workers’ Compensation Board to
issue a certificate of self-insurance to a qualified individual employer. | he board,
through the Division of Workers’ Compensation, administers the self-insurance program
under regulations adopted by the board (8 AAC 46.010 - 8 AAC 46.900).

SS HB 51 amends existing law by allowing the board to issue a certificate of self-
insurance to a qualified association of employers.

Section 1of the bill repeals and reenacts AS 23.30.090, the statute that currently
allows individual employers to obtain self-insurance certificates. The bill would allow
the board to issue self-insurance certificates to both qualified individual employers and
gualified groups of employers and sets out a number of requirements that employers and
associations ol employers must meet. The bill makes only one change that affects the
existing self-insurance program for individual self-insured employers by providing that
self-insurance certificates remain in effect until revoked. Under current regulations, 8
AAC 46.065(b), certificates remain in effect for 12 months.

Section 2 provides for an immediate effective date.

SECTIONAL ANALYSIS:

All substantive provisions of the bill are contained in Section 1 of the bill, which would
adopt a new Sec. 23.30.090(a) through (i):

Sec. 23.30.090(a):

Subsection (a) allows the Alaska Workers’ Compensation Board to issue a self-
insurance certificate to an employer or an association of employers meeting six
specified requirements. Requirements (1) and (2) are currently contained in the self-
insurance regulations governing individual employers and require an individual
employer to have at least 100 employees, a net worth of at icust $5,000,000. (See, 8
AAC 46.010(a)(5) and (6)). The bill would place these regulatory minimums in
statute, and would require an association of self-insured employers to meet the
minimum requirements in the aggregate. Requirement (3) is contained in existing AS
23.30.090 and the bill would to require both individual employers and associations of
self-insured employers to pay the annual service fee assessed under AS 23.05.067.
Requirements (4) and (5) are currently contained in self-insurance regulations
governing individual employers, and require that the employer maintain a workplace
safety program and obtain excess insurance coverage in amounts and with coverage
required by the board. (Sec, 8 AAC 46.010(a)(4) and 8 AAC 46.050.) The bill



would place these requirements in statute and they would apply to both individual
employers and associations of self-insured employers. Requirement (6) is new and
requires an association of self-insured employers to file with the board an indemnity
agreementjointly and severally bindin® each member of the association to secure the
payment of all compensation due to any of the members’ employees.

Sec. 23.30.090(b).

Subsection (b) would allow the board, either before issuing a self-insurance certificate
or at other times designated by the board, to require individual employers and
associations of self-insured employers to provide financial information necessary to
determine whether the individual employer or the association meets or continues to
meet the financial requirements for a self-insurance certificate.

Sec. 23.30.090(c):

Subsection (c) makes confidential th” financial information provided under
subsection (b).

Sec. 23.30.090(d):

The bill retains the provisions of existing AS 23.30.090 that allow the board to revoke
a self-insurance certificate on at least 10 days’ notice and a hearing. EXxisting AS
23.30.090 also allows the board to fix the time that a self-insurance certificate
remains in effect. Current regulations provide that certificates remain in effect for
one year, subject to renewal. The bill provides that a certificate would remain in
effect until it is revoked. The bill retains existing provisions of AS 23.30.090 that
allow for acertificate to be re-issued following revocation if the employer or
association of employers provides satisfactory proof that it once again meets the
requirements for self-insurance.

See. 23.30.090(c):

The bill retains the requirements of existing AS 23.30.090 relating to claims facilities,
and would require both an individual employer and an association of employers to
provide claims adjusting facilities through by its own staff located in Alaska or
through independent, licensed resident adjusters with power to effect settlement in

Alaska.

Sec. 23.30.090(0:

Subsection (f) applies only to associations of self-insured employers and requires the
association to notify the board if a member withdraws from the association ora new
member joins. New members would be required to show that they belong to an
Alaska trade association, as provided in subsection (i), and to provide the same
financial information required under subsection (b).



Ser,23.30.090(a):

Subsection (g) applies only to associations of self-insured employers and provides
that an association may act on behalf of or for the benefit of its members in providing
for its members’ workers’ compensation obligations and provides that the association
has the same rights and obligations under AS 23 as an employer. For example, this
section would allow an association to file the same annual reports on behalf of its
members that are currently required for individual self-insured employers under AS
23.30. 155(n) and to exercise a member’s assignment rights in the case of third party

liability under AS 23.30.015.

Sec. 23.30.090(h):

Subsection (h) provides express authority for the board to adopt regulations to
implement the sclf-insuranc program.

Sec. 23.30.080(i):

Subsection (i) defines an “association of employers” to mean a group of five or more
employers who are merchants, craftsmen, or businesses in asimilar trade or industry
and who are members of the same Alaska trade association.
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Q. What is a Group Self-Insured Workers’ Compensation fund
(SIF)?

A. An SIF is a not-for-profit association of employers formed for the specific purpose of
providing statutory workers’ compensation and employers’ liability coverage.
Organizations that form SIFs are typically medium-size companies that may not have the
size or financial capacity to become a self-insurer on their own, but w >nt to assume
control over their workers’ compensation costs and obtain the benefits often realized with
self-insurance, just as the larger employers have been doing for years at substantial

savings.

Q. WhatBenefits do SIFsQ ffer?
A. The primary benefits that can be expected from membership in a SIF are:

» Improved cash flow through elimination of advance premium payments;
Improved loss experience through more effective loss prevention, loss control,

and managed care programs;
e Savings from reduced administrative costs;
» Savings by earning interest income on premium dollars;
» The potential for dividend returns from loss-and-expense-fund surpluses.

In essence, an SIF helps employers control many aspects of their workers’ compensation
cost. However, the degree to which benefits can be achieved on a variety of factors will

be discussed in this discourse.

0. HOW DO SIFs Work?

A. An SIF enables employers to assume a major portion of their risk and provides group
purchasing power for excess insurance to cover losses incurred individually or

collectively in excess of a specified amount.

Members of SIFs pay a premium based on their exposures, classification codes, payroll,
experience modifications, and rates developed by the state workers’ compensation rate
making bureau. Premiums are used to pay coverage losses, claims administration and
costs associated with the management of the group, such as loss control, legal, accounting
and actuarial. Premium surpluses from both the claims fund and the administrative
expense fund can be returned to group members on a pro rata share basis in the form of

dividends.



Many costs associated with traditional workers’ compensation insurance, such as
premium taxes (in most states) and residual market charges, do not apply to SIFs. These
costs can amount to a significant percentage of traditional workers’ compensation
insurance premiums. Membership fees are an additional cost.

Q. How are Self-Insured Groups Related?

A. SIFs must receive approval to operate from the state insurance department or state
workers’ compensation agency. The standards for qualification vary from state to state,
for the general to the very specific. SIFs are required to follow rating plans and
procedures filed in their state of operation. Although the specific requirements for the
administration of SIFs may very, the state regulatory authority’s role in to ensure the
group’s ability to administer and pay claims through appropriate planning and funding.

1 Coverage requirements: Most regulatory authorities require that a SIF purchase
additional coverage, such as excess insurance on both a specific an aggregate base to
insure that they can pay large losses. The amount and type of insurance may vary by

state.

2. Financial requirements: The regulatory authorities require that SIFs meet various
financial requirements regarding net worth, profitability, liquidity, and solvency.

3. Security requirements: SIFs arc required to post security in the form of cash, surety
bond, negotiable securities, and irrevocable letter of credit, or a combination of these.

Q. How are SIF'SAdministered?

A. SIFs select a board of trustees to govern the activities of the group including who may
join, the purchase of excess insurance, the distribution of dividends, and the selection of

service providers.

SIFs are responsible for the payment of claims in conformance with state workers’
compensation laws. In addition, groups usually require a variety of services, such aa loss
prevention, loss control, and claims management. These services can be performed by
company personnel if they have the resources and capabilities or contracted to an outside
firm with the requisite expertise. To a large extent, the success of any SIFdepends on
how effectively it manages and integrates many of these activities. To operate most
effectively, an outside firm is usually selected to provide a variety of these services.

Q. How are Claims Managed?



1 A primary benefit of self-insurance is the degree of control to a group can
exercise over all aspects of the elaims handling process to help contain costs. A
group may select to implement a variety of claims management services

including:

Claims processing and settlement

Investigation

Managed care and cost containment programs
Preferred provider service

Litigation management

Subrogation

Medical bill reviews

Work hardening and early-rcturn-to-work programs

Risk management reports

Q.Whataresome other issues to be considered relative to SIFs?

A.

Case Management

2. Case management is an effective way to reduce cost through early intervention and
an effective early-return-to-work plan. Case management includes:

Immediate contact by a health care professional to monitor the employee’s
medical care and to ensure that the employee receives the appropriate care from
the time of injury, through treatment and recuperation.

Developing modified work plans with the injured employeeand the health care
provider to help the employee make the transition back to work and toexpedite

early-rctum-to-work.

Implement work hardening and vocational rehabilitation programs, where
appropriate, to help individuals return to work and ensure that the early-rcium-to-

work plan is successful.

Risk Management

3. Risk management and loss control planning is designed to prevent losses from
occurring and to reduce the frequency or severity when they do occur. Risk
management specialists can:

Analyze and reduce site hazards to prevent or eliminate causes of injury;

Evaluate the effectiveness of existing safety programs;
Provide periodic inspections and written reports recommending specific corrective

action;



» Develop written safety policies and guidelines to help prevent injury;
» Assist in developing and implementing new safety programs;
« Provide risk management analyses reports

Marketing and Membership

4. Marketing and membership: SIFs require ongoing efforts to promote the group's
program, attract new member organizations, and evaluate applications of potential
members to ensure the group’s long-term survival and continued financial viability.
Risk management consultants, insurance companies, and insurance brokers are just a
few of the resources that can assist a group in gathering information on prospective

group members.

Underwriting Service

5. Underwriting is requir'd to develop guidelines for membership, evaluate exposure to
loss for individual members and the group as a whole, calculate the premium to be
charged to each member, and establish loss reserves in compliance with state

regulation

Feasibility Studies

6. Feasibility studies play an important role when forming an SIF as well as once a
group is formed. When forming a self-insurance group, they are used to review and
analyze specific state regulations and to piovide specific financial and actuarial
information to the regulatory authority. Once a group is formed, studies help
prospective members determine the financial/cash flow effects that joining the group
will have on their firm. Accurate loss forecasting is an extremely important
component of a feasibility study. Loss forecasting usually requires a minimum of
three years of premium, payroll, experience modification, and claims history. Pro
forma financial statements can then be prepared on prospective group members.

Accounting and Financial Management

7. Accounting and financial management. SIFs are responsible for the proper
establishment, maintenance, and administration of accounting procedures and

financial controls including:

* Collection of accounts and monies owed to the group in connection with

providing coverage and the group’s administration;
* Maintenance of all claims fund and administrative fund accounts necessary to

satisfy the legal and financial obligations of the group;
« Systems for the safekeeping of records, books of accounts, and financial affairs;
* Reporting of financial statements and reports as required by state regulations and

the group’s bylaws;



e Selection of independent accounting and actuarial services, as appropriate, and
proper investment management.

Q. Are there disadvantages to forming an SIF?
A. SIFs offer many advantages, but there are also potential disadvantages.
Joint and Several Liability

1 Members of the group are typically jointly and severally liable for workers’
compensation and employers’ liability losses incurred by membership.  The
subsequent bankruptcy or termination of a member does not release the remaining

group members from this liability.
Catastrophic Losses

2 If a catastrophic event occurs that exhausts the group’s self-insured retention and
excess insurance, the group members are typically responsible for paying their pro
rata share of the amount required to cover the total loss.

Mult.-state Operation

3. SIFs are regulated by the state and may only cover exposures within that state. As a
result, employers with operations in more than one state must find another SIF or
alternate means to cover any out-of-state portion' of the workers’ compensation

exposure.

Administrative Functions and Additional Costs

4. May of the services usually provided by an insurer (i.e. claims administration and
record keeping, loss control, legal services, and actuarial service) are now the
responsibility of the group. The group must select the services it requires, and, if

necessary, hire service providers where appropriate.
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CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 51( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
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Y

Offered:
Referred:

Sponsor(s): REPRESENTATIVES MEYER, Holm, Rumras, Wilson, Neuman

A BILL
FOR AN ACT ENTITLED |
"An Act relating to associations of self-insured employers for purposes of providing
workers' compensation coverage and allowing employers who are members of the same |
trade to form associations for providing self-insurance for workers' compensation

coverage; and providing for an effective date." |

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

* Section 1. AS 21 is amended by adding a new chapter to read: J
Chapter 77. Associations of Self-insured Employers for Providing Workers’
Compensation Coverage.

Sec. 21.77.01U. Self-insui<*iiCE certificates, (a) The director may issue a self-
insurance certificate to an association of employers if the association files an
application for a certificate and demonstrates that ]

(1) the members of the association of employers have at least 100
employees in the aggregate; ]

(2) the members of the association of employers have a net worth of at
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New Text Underlined [DELETED TEXT BRACKETED]



21
22
23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT 24-1 S0233\S

least $5,000,000 in the aggregate;
(3) the association of employers has paid the annual service fee

assessed under AS 23.05.067;
(4) each member of the association of employers has a v orkplace

safety rate reduction program in effect under AS 21.89.015;

(5) the association of employers has obtained excess insurance
coverage in amounts and with coverage required by the director; and

(6) the association of employers has filed with the director an
indemnity agreement in a form approved by the director jointly and severally binding
each member of the association of employers to secure the payment of all
compensation due to the members’employees under AS 23.30.

(b) An“plication for a self-insurancc certificate must include

(1) the name of the association of employers;

(2) the address of the principal office of the association of employers
and the location where the books and records of the association will be maintained,;

(3) the date the association ofemployers was organized,;

(4) the name and address of each member of the association of
employers;

(5) the names of the initial members of the board of directors of the
association of employers and the name of the association's initial administrator;

(6) a copy of agreements entered into with the administrator of the
association of employers and a third-party administrator.

(7) acopy of the byiaws of the association of employers

(8) a pro forma financial statement prepared by an independent
certified public accountant in accordance with generally accepted accounting
principles that shows the financial ability of the association of employers to pay all
compensation due to its members' employees and their beneficiaries under AS 23.30;

(9) acompiled, reviewed, or audited financial statement prepared by an
independent certified public accountant for each member of the association of
employers or internal financial statements with at least three years of tax returns or

evidence of the ability of the association or its members to provide a solvency bond

SSHB 51( ) _ -2-
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under AS 21.77.020(c);
(10) proof that each member of the association of employers will maki

the initial payment to the association required under AS 21.77.160 on a date specified
by the director.

(c) Financial information relating to a member of an association of employers
received by the director under this section is confidential and is not a public record.

(d) For purposes of this section, "associadon of employers" means a group of

five or more employers who are
(1) merchants, craftsmen, or businesses in a similar trade or industry;

and

(2) members of an Alaska trade association for that trade or industry;
the Alaska trade association shall be organized under the laws of this state to promote
the common interests of the trade or industry and shall have been in existence for at

least five years.

Sec. 21.77.020. E tcess insurance, reinsurance contracts, surety, and

solvency bonds, (a) Excep. as otherwise provided in this section, an association of
self-insured employers shall

(1) maintain a policy of specific and aggregate excess insurance or a
reinsurance contract in a form and amount required by the director; excess insurance
or a reinsurance contract must be written by an insurer approved by the director;
nothing in this paragraph prohibits an association from purchasing secondary excess
insurance or reinsurance contracts in addition to the excess insurance or reinsurance

contract required under this paragraph;

(2) collect an annual assessment from each member of the association
in an amount necessary to maintain the solvency of the association;

(3) except as provided in (4) of this subsection, deposit as security with
the director a bond executed b> me association as principal and issued by a licensed
surety, payable to the State of Alaska, and conditioned on ihe payment of

compensation due to the members' employees under AS 23.30;

(4) in lieu of a bond, deposit with the director a like amount of lawful

money of the United States or other form of security authorized by the director; if

_ 3 CSSSHB 51( )
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security is provided in the form of a savings certificat , certificate of deposit, or
investment certificate, the certificate must state that the amount is unavailable for
withdrawal except on order of the director.

(b) In addition to complying with the requirements of (a) of this section, an
association of self-insured employers shall maintain a combined tangible net worth of
all members in the association of at least $5,000,000 or deposit with the director a
solvency bond, in a form prescribed by the director, in an aggregate amount of at least
$5,000,000.

(c) The administrator of the association of self-insured employers shall deposit
with the director a bond, in an amount determined by the director, executed by the
association's administrator as principal, issued by a licensed surety, payable to the
State of Alaska, and conditioned on the faithful performance of the administrator's
duties.

(d) A third-party administrator providing claims services for the association of
self-insured employers shall d posit with the director a bond in an amount determined
by the director, executed by the third-party administrator as principal, issued by a
licensed surety, payable to the State of Alaska, and conditioned on the faithful
performance of the third-party administrator's duties.

(e) The director may increase or decrease the amount of a bond or money

required to be deposited under this section in accordance with statutory and regulatory

requirements for loss reserves in casualty insurance. If the director requires an

association of self-insured employers, the association's administrator, or the third-
party administrator to increase its deposit, the director may specify the form of the
third-party

additional security. The association, association's administrator, or

administrator shall provide the additional security within 60 days after receiving notice

from the director.
(O The security deposited under this section does not relieve an association of

self-insured employers from responsibility for the administration of claims and

payment of compensation under AS 23.30.
Sec. 21.77.030. Surety and solvency bonds. A surety or bonding company

may not furnish a bond or other form of security required under this chapter for an

51 ) _ -4-
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association of self-insured employers or the association’s members unless the surety or
bonding company is authorized to do business in the state.

Sec. 21.77.040. Issuance i certificate of self-insurance, (a) On determining
that an association is qualified as an association of self-insured employers, the director
shall issue a certificate of self-insurance to the association and the association’s
administrator.

(b) A certificate of self-insurance must include, without limitation, the name
N the association of self-insured employers, the name of each employer who the
director determines is a member of the association at the time the certificate is issued,
an identification number assigned to the association by the director, and the date the

certificate was issued.
(c) A certificate of self-insurance is valid until it is withdrawn by the director

or voluntarily terminated by the association.

(d) The director may not issue a certificate of self-insurance to an association
that has had its certification as an association of self-insured employers involuntarily
withdrawn by the director within two years immediately preceding the association's
application.

(e) The director may not grant a request to cancel a certificate of self-
insurance unless the association has insured or reinsured all incurred obligations with
an insurer authorized to do business in the state under an agreement filed with and
approved by the director. The agreement must include coverage for actual claims,
claims incurred but not reported, and expenses associated with those claims.

Sec. 21.77.050. Effect of certificate, (a) An association of self-insured
employers directly assumes the responsibility for providing compensation due the
employees of the members uf the association and the employers' beneficiaries under
AS 23.30.

(b) An association of self-insured employers is not required to pay premiums
required of other employers under AS 23.30, but is relieved from other liability for
personal injury to the same extent as other employers.

(c) An association of self-insured employers may act on behalf of or for the

benefit of its members to provide for its members' workers' compensation obligations

: 5 CSSSHB 51( )
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under AS 23.30. An association of self-insured employers shall have the rights and
obligations of an employer under AS 23.30.

(d) The claims of employees and their beneficiaries resulting from injuries
while in the employment of a member of an association of self-insured employers
must be handled in the manner provided under AS 23.30, and the association is subject
to regulations adopted by the Alaska Workers' Compensation Board.

Sec. 21.77.060. Board of directors; members; duties; prohibited acts, (a)
An association of self-insured employers shall be operated by a board of directors
consisting of at least five members elected by the members of the association for terms
as set out in the bylaws of the association. At least two-thirds of the members of the
board of directors shall be employees, officers, or directors of the members of the
association. An association's administrate, third-party administrator, or an owner,
officer, employee or other person affiliated with the association's administrator or
third-party administrator may not serve as a member of the board of directors. A
member of the board of directors must be a resident of this state or an officer of a
corporation authorized to do business in this state.

(b) The board of directors of an association of self-insured employers shall

(1) ensure the prompt payment of compensation due under AS 23.30;

(2) take all actions necessary to protect the assets of the association;

(3) employ full time an administrator to carry out the policies of the
board of directors and perform the duties the board delegates to the administrator; an
association's administrator may not perform the duties assigned to a third-party

administrator;
(4) employ athird-party administrator to administer the claims or other

obligations of the association during the period of the contract;
(5) engage the services of an independent certified public accountant to
prepare the statement of financial condition required under AS 21.77.150; and
(6) maintain minutes of the meetings of the board and make the
minutes available for inspection by the director.
(c) The board of directors of an association of self-insured employers may not

(1) extend credit to any member of the association for the payment of

CSSSHB 51( ) _ -6-
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that member's annual assessment, except under a payment plan approved by the

director;
bonrow money from the association or in the name of the

(2)

association, except in the ordinary course of its business, without prior approval from
the director.
Sec. 21.77.070. Fiscal responsioilities. (a) The board of directors of an

association of "elf-insured employers is responsible for the money collected and

disbursed by the association.
(b) The board of directors shall establish
(@) a claims account in a financial institution in this state that is
approved by the director and that is federally insured; except as provided in (c) of this |
section, at least 65 percent of the annual assessments collected by the association from
its members must be deposited in the claims account to pay claims, expenses related to

those claims, costs associated with the association's policy of excess insurance or

reinsurance contract, and assessments, payments, and penalties related to the

subsequent injury account and the uninsured employers' claim account;
an administrative account in a financial institution in this state that

(2)
is approved by the director and that is federally insured; the amount of annual
assessments collected by the associatit i not deposited in the claims account must be
deposited in the administrative account to pay the administrative expenses of the
association.

(c) The director may authorize an association of selfinsured employers to
deposit less than 65 percent of the associations annual assessments in aclaims ? count |
if the association presents evidence satisfactory to the director that more than 35
percent of the association's annual assessments are needed to maintain programs for
loss control and occupational safety.

(d) The board of directors may invest the money of the association of self-

insured employers not needed to pay the obligations of the association under

AS 23.30.
(e) The director shall review the accounts of an association of self-insured

employers established under this section at the times necessary to ensure compliance

ok (SSSHB 51( )
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with the provisions of this section.

Sec. 21.77.080. Prohibited relationships, (@) An administrator of an
association of self-insured employers or an employee, officer, or director of an
association’s administrator may not be an employee, officer, or director of a third-party
administrator employed by the association or have a direct or indirect financial interest
in the third-party administrator.

(b) A third-party administrator or an employee, officer, or director of a thirc

party administrator may not be an employee, officer, or director of the association

administrator or have a direct or indirect financial interest in the association

administrator.
21.77.090. Termination and cancellation of membership i

Sec.
association; coverage following termination or cancellation, (a) A member of a
association of self-insured employers may terminate its membership at any time b;
submitting to the association's administrator a notice of intent to withdraw from th<
association at least 120 days before the effective date of withdrawal. The notice oi
intent to withdraw must include a statement indicating that the member has

(1) been certified as a self-insured employer under AS 23.30.090;
(2) become a member of another association of self-insured employers;

or
(3) become insured for liability under AS 23.30 by a private carrier

authorized to do business in this state.
(b) The board oi directors of an association of self-insured employers may

cancel the membership of a member of the association in accordance with the bylaws

of the associa.ion.

(c) At the expense of the member whose membership is terminated or
cancelled, the association of self-insured employers shall maintain coverage for that
member for 30 days after the notice is given under (a) of this section unless the

association first receives notice from the association's administrator that the member

has
(1) been certified as a self-insured employer under AS 23.30.090;
(2) become a member of another association of self-insured employers;
5. ) -8-
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or
become insured for liability under AS 23.30 bv a private carrier

®3)

authorized to do business in this state.

Sec. 21.77.100. Notification of additional members, termination or

cancellation of membership, or change in information, (a) An association of self-
insured employers shall notify the director in writing within 30 days after a member
withdraws from the association, a new member joins the association, or the board of
directors of the association cancels a membership. In the case of a new member, the
notice must include information that the new member is qualified under AS 21.77.010
and the financial information for the new member required under AS 21.77.010(b)(9).
(b) An association of self-insured employers shall notify the director of any
change in the information submitted in its application for a certificate of self-insurance
or in the manner of its compliance with AS 21.77.020 within 30 days after the change.
Sec. 21.77.110. Liability for compensation obligations of members. An
association of self-insured employers is liable for the payment of any compensation

required to be paid by a member of the association under AS 23.30 during the period

of membership. Insolvency or bankruptcy of amember does not relieve the association
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of liability for the payment of compensation.

Sec. 21.77.120. Examination of books, records, accounts,

and assets;

payment of fees. The director may examine the hooks, records, accounts, and assets

of an association of self-insured employers as necessary to carry out the provisions of

this chapter. The director may charge the association a reasonable fee for conducting

the examination.
Sec. 21.77.130. Director as resident agert of association. T

he director is

considered the resident agent to receive initial legal process authorized by law or court

rule to be served on the association of self-insured employers for as long as the

association is obligated to pay compensation under AS 23.30.

Sec. 21.77.140. Merger of associations. An association o

f self-insured

employers may merge with another association of self-insured employers if the

members of the merging associations are members of the same trade association, the

resulting association assumes in full all obligations of the merging associations, and
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the merger is approved by the director. The director may hold a hearing on a proposed
merger on the motion of the director or at the request of a member of the merging
associations.

Sec. 21.77.150. Statement of financial condition, (a) An association of self-
insured employers shall file with the director an audited statement of financial
condition prepared by an independent certified public accountant. The statement must
be filed within 120 days after the conclusion of the association's fiscal year and must
contain information for the previous fiscal year.

(b) The statement required in (a) of this section must be prepared in
accordance with generally accepted accounting principles and must include

(1) a statement of reserves for actual claims and expenses, claims
incurred but not reported and expenses associated with those claims, assessments that
are due but not paid, and unpaid debts; unpaid debts must be shown as liabilities;

(2) an actuarial opinion regarding reserves, prepared by a member of

the American Academy of Actuaries or another specialist in loss reserves identified in

the annual statement adopted by the National Association of Insurance

Commissioners, including a statement of actual claims and the expenses associated
with those claims and a statement of claims incurred but not reported, and the

expenses associated w«th those claims.
(c) The director may require the filing of other reports necessary to carry out

the provisions of this section, including
(@) audits of the payrolls of the members of an association of self-

insured employers;

(2) reports of losses; and
(3) quarterly financial statements.
Sec. 21.77.160. Calculation of annual assessi*. *its. (a) Except as piovided in
(b) of this section, the annual assessment required to be paid by each member of an

association of self-insured employers must be
(1) calculated by a rate s*rvice organization that is a member of the

American Academy of Actuaries or another specialist approved by the director; and

(2) based on the assessment rate for the industrial classification of that

-10-

CSSSHB 5*( )
New Text Underlined [DELETED TEXT BRACKETED)



WORK DRAFT WORK DRAFT 24-1.50233\S

member, adjusted by the member's individual experience.

(b) The director may approve a reduction in the annual assessment based on
the association’s level of expenses and loss experience.

(c) If approved by the director, an association of self-insured employers may
calculate the annual assessment required to be paid by each member of the association.
An assessment calculated by the association must be based on at least three years of
the member's individual experience.

Sec. 21.77.170. Annual audits. An association of self-insured employers shall
cause to be conducted at least annually an audit of each member to ve ify the
individual experience of each member of the association, the payroll of each member
of the association, and the assessment required to be paid by each member of the
association. The audit required under this section must be conducted by a payroll
auditor approved by the director. An association shall pay the expenses of an audit
required under this section.

Sec. 21.77.180. Objections to industrial classification. An association of
self-insured employers or a member of the association may request a hearing before
the director to object to an industrial classification assigned to a member of the
association as a result of an audit conducted under AS 21.77.170. If the director
determines that the assessment required to be paid by a member of the association is
insufficient because of the industrial classification assigned to the employer, the
director shall order the association to collect from that member any amount required to
recover the deficiency. If the director determines that the assessment is excessive
because of the industrial classification assigned to the employer, the director shall
order the association to pay the member the excess amount collected.

Sec. 21.77.190. Payment of dividends to members. The board of directors of
an association of self-insured employers may, with the approval of the director,
declare and distribute dividends to the members of the association if the assets of the
association exceed the amount necessary to pay its obligations and administrative
expenses, carry reasonable reserves, and provide for contingencies. A dividend
declared under this section must be distributed not less than 12 months after the date

of declaration. A dividend may be paid only to an employer who was a member for at

-11- CSSSHB 51( )
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least 12 months before to the date of declaration, and payment of a dividend may not
be conditioned on a member's continuing membership in the association.

Sec. 21.77.200. Plan for payment of annu.. assessment An association of
self-insured employers shall adopt a plan for the payment of annual assessments by the
members of the association. The plan must be approved by the director and must
include a requirement for an initial payment, in advance, of a portion of the annual
assessment due from each member of the association and for the balance of the annual
installment to be paid in quarterly or monthly installments. The advance payment must
be in an amount equal to at least 15 percent of the member's annual assessment.

Sec. 21.77.210. Required reserves. An association of self-insured employers

shall maintain actuarially appropriate loss reserves. Loss reserves must include

reserves for
(1) actual claims and the expenses associated with those claims;

(2) claims incurred but not reported and the expenses associated with

those claims; and
(3) reserves for uncollected debts based on the experience of the

association or other associations.

Sec. 21.77.220. Regulation by division of insurance. Self-insurance provided
under a certificate issued to an association of self-insured employers may not be
considered insurance for the purpose of any other law of the state and is subject only
to regulations adopted by the director to implement this chapter.

Sec. 21.77.230. Insufficient assets to pay compensation and maintain
reserves, (a) If the assets of an association of self-insured employers are insufficient
to pay ?)1 compensation under AS 23.30 and to maintain the reserves required under
AS 21.77.210, the association shall immediately notify the director and

(1) transfer surplus funds acquired from a previous year to the current

year to make up the deficiency;
(2) transfer money from the administrative account of the association

to the claims account of the association;

3) collect an additional assessment from the members of the

association in an amount required to make up the deficiency; or

CSSSHB 51( ) -12-
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(4) take any other action, approved by the director, to make up the
deficiency.

(b) If an association of self-insured employers wishes to transfer surplus funds
from one year to another, the association shall first notify the director of the transfer.

(c) The director shall order the association of self-insured employers to make
up any deficiency in accordance with (a) of this section if the association fails to do
within 30 days after notifying the director of the deficiency.

(d) An association of self-insured employers is considered to be insolvent if it
faiis to collect an additional assessment from its members within 30 days after being
ordeied to do so by the director or fails to make up the deficiency in any other manner
within 60 days after being ordered to do so by the director.

Sec. 21.77.240. Order to cease and desist, penalties, (a) The director may
issue an order requiring an association of self-insured employers or a member of an
association to cease and desist from engaging in an act or practice found to be in

violation of this chapter or a regulation adopted under AS 21.77.300.

(b) If the director determines that an association of self-insured employers or
member of an association has violated an order to cease and desist, the director may
impose an administrative fine of not more than $10,000 for each violation of the order,

not to exceed an aggregate amount of $100,000, and may, in addition, withdraw the

association's certificate of self-insurance.

Sec. 21.77.250. Administrative fines. The director may impose an
administrative fine for each violation of a provision of this chapter cr regulation
adopted under AS 21.77.300. Except as provided in AS 21.77.240, the amount of the
fine may not exceed $1,000 for each violation or an aggregate amount of $10,000.

Sec 21.77.260. Withdrawal of certificate; effect of withdrawal, (a) The
director may withdraw the certificate of an association of self-insured employers if

(1) the association's certificate was obtained by fraud;

(2) the application for the certificate contained a material

misrepresentation;
(3) the association is found to be insolvent;

(4; the association fails to have five or more members;

13- (SSSHB 51( )
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(5) the association fails to pay the costs of an examination or a penalty,

fee, or assessment required under this chapter;

(6) the association fails to comply with a provision of this chapter or j

regulation adopted under AS 21.77.300;
(7) the association fails to comply with an order of the director within

the time prescribed by law or in the director's order; or

(8)

converts, illegally withholds, or refuses to pay any money to which a person is entitled

the association or its third-party administrator misappropriates,

and that was entrusted to the association in its fiduciary capacity.

(b) If the director withdraws a certificate of self-insurance, each employer who
is a member of the association of self-insured employers remrins liable for the
employer's obligations incurred before and after the order of withdrawal.

(c) Before withdrawing a certificate under this section, the director shall give
written notice to the association of self-insured employers by certified mail that the
certificate of the association will be withdrawn 10 days after receipt of the notice
unless, within that time, the association corrects the conduct set out in the notice as the
reason for the withdrawal or submits a written request for a hearing to the director.
The director may grant additional time, not to exceed an additional 120 days, before
the withdrawal of the certificate if the grounds for withdrawal are based on (a)(4) of

this section and the association is financially sound and capable of fulfilling its

commitments.

(d)

provided the association of self-insured employers with an opportunity for an informal
meeting to discuss and seek correction of conduct that would be grounds for
withdrawal of the association's certificate of self-insurance.

Sec. 21.77.270. Retention of security deposit in event of termination. If the
certificate of an association of self-insured employers is termirated or withdrawn for
any reason, the security deposited under AS 21.77.020 must remain on deposit for at
least 36 months in an amount necessary to secure the outstanding and contingent
liability for compensation payable under AS 23.30. At the expiratio*. of the 36-month

period, or another period the director may prescribe, the director may accept a paid-up

51( ) 14-
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policy of insurance in a form approved by the director in lieu of the previously
deposited security.

Sec. 21.77.280. Insolvency; termination of liability on surety bond; effect
of termination of surety bond, (a) For purposes of this chapter, an association of
self-insured employers is i; solvent if it is unable to pay its outstanding obligations as
they mature in the regular course of business.

(b) If an association of self-insured employers becomes insolvent, institutes
any voluntary proceeding under the bankruptcy laws of the United Slates or is named
in any involuntary proceeding under those laws, makes a general or special assignment
for the benefit of creditors, or fails to pay compensation due under AS 23.30, after an
order for the payment of a claim becomes final, the director may, after giving at least
10 days' notice to the association and its insurer or guarantor, use money or interest on
securities, sell securities, or institute legal proceedings on a surety bond deposited with
the director to the extent necessary to make the payment.

(c) A surety providing a surety bond under AS 21.77.020 may terminate
liability on its surety bond by giving the director a..d the association of self-insured
employers, the association's administrator, or the third-party administrator 90 days'
written notice. Termination does not limit liability that was incurred under the surety
bond before the termination. If the association fails to requalify as an association of
self-insured employers on or before the termination date, the director shall withdraw
the association's certificate of self-insurance, effective on the date the termination
becomes effective.

Sec. 21.77.290. Judicial -eview. A party aggrieved by a decision of the
director under this chapter may seek judicial review in accordance with applicable

court rules.
Sec. 21.77.300. Regulations. The director may adopt regulations to implement

the provisions of this chapter.
Sec. 21.77.399. Definitions. Ir this chapter,
(1) "association of self-insured employers" means an association of
employers that has been granted a certificate of self-insurance under AS 21.77.010;

(2) "third-party administrator" means a person under contract with an
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association of self-insur'd employers to administer, from one or more offices in this

state, all claims for the association arising under AS 23.30 and maintain records

concerning those claims.
* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).
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03/03/2006 14:12 5630476
E | ANCHORAGE BOARD 1500 W, 33rd Avanue
| OF REALTORS® INC. ZXZmm , *.
REALTOR _ Thm voom lor /2 Evtato-~ In Anchorage ) 2o rx
March 3,2006

- hs* L
]%(4% rlwzlz\lrbderson, chs* Labor & Commerca

Dear Rep. Tom Anderson,

. Officef roPi»**ntifH). . hor rd of REALTORS,
suPport HB 51 An act rotating tg rﬁ%%flf)r/mg»thenalua |f|catf%ﬂg rgq&bg!reedB Poar MrkersAcomopeﬁsath\)lr?
setf-insurance and permitting employers In the same trade or industry to form an employer
association for self-insured workers' comperiodtkx coverage.”

State law currently requires a business to have 100 emgloyees and net assets of $fi Million to be
able to self insure for workers comp. The goal of HB51 Is to allow associations to collectively
ROOl employees and assets to achieve the same requirements. The Anchorage Board of
EALTORS supPorts the concept of controlling safety in the work place, and rewarding with
lower premiums those businesses who go the extra mile. We also supﬁort the concept of mdmg
ways, to provide more options in the marketplace for contractors who face burdensome an

growing work comp premiums.

Thank you forall your previou  olp and support of our industry. Please evaluate HB51 based on
these concepts, and work with c. r local ana state associations to develop a bill that you and your
committee can support and pass. Your efforts to help us address worker's compensation

insurance uosts are greatly appreciated.

Should further information be required, please caM Cody Gibson, President of the Board of
Directors (907) 273-7272

RO TTORS*b * m#Wnigfl e» [**v« rwitiriNp mjrt wiW me be  only 6»1* PTOIWMWI
«><nmtnbeiolt» NATKMM. ASSOCIXHOt) Of REALTOtrM W Mote «>«(>» Cede o<C*k »
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Affiluied with NAHB
March 2, 2006

Rep. Tom Anderson, chair Labor & Commerce
FAX 465-2418

Deer Rep. Tom Anderson,

I am writing as President of the Anchorage Home Builders Association, representing over 300
members in Anchorage and Eagle River. We support HB 61 'An act relating to modifying the
qualifications required for workers' compensation setf-lnsurance and permitting employers in the
same trade or Industry to form an employer association for self-insured workers' compensation

coverage."

State law currently requires a business to have 100 employees and net assets of $5 Million to be
able to self insure for workers comp The goal of HB51 Is to allow associations to collectively
pool employees and assets to achieve the same requ*mants. ASHBA supports the concept of
controlling safety in the work place, and rewarding with .ver premiums those businesses who go

the extra mile. We aiso support the concept of finding ways to provide more options In the
marketplace for contractors who face burdensome and growing work comp premiums.

Thank you for all your previous help and support of our industry. Please evaluate HB51 based on

these concepts, and work with our local associations to develop a bill that you and your
committee can support and pass. Your efforts to help us address worker's compensation

insurance costs are greatly appreciated.

| am available to answer any questions you might have by calling me at 907-030-2052.

Sincerely,

President , o
Anchorage Home Builders Association

“Building Better Places to Live, Work and Play”

QSNSRr SiE A g AR e B3y
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Alaska State
Home Building Association

February 23, 2006

Rep. Tom Anderson, chair Labor & Commerce
FAX 466-2418

Dear Rep. Tom Anderson,

| am writing as President of the Alaska State Home Building Association, representing over 900
members across the state. We support HB 51 "An act relating to modifying the qualifications
required for workers' compensation self-insurance and permitting employers in the same trade or
Industry to form an employer association for self-insured workers' compensation coverage”

State law currently requires a business to have 100 employees and net assets of $5 Million to be
able ta nelf insure *or workers comp. The goal of HB51 Is to allow associations to collectively
pool employees and assets to achieve the same requirements. ASHBA supports the concept of
controlling safety in the work piece, and rewarding witli lower premiums those businesses who go
the extra mile. We also support the concept of finding ways to pro\Je more options In the
marketplace for contractors who face burdensome and growing work comp premiums.

Thank you for all your previous help and support of our industry. Please evaluate HB51 based on
these concepts, and work with our local building associations to develop a bill that you and your
committee can support and pass. Your efforts to help us address worker's compensation

Insurance co6ts ere greatly appreciated.

| am available to answer any questions you might have by calling me et 907-232-3751

Torn Smith

President . .
Alaska State Home Building Association

8301 Schoon, Sta 200 « Anchorage, Alaska 99518

NAHB Phone 8907) 644-4190 » FAX (907) 522-3757

Nojonal association Websita: www.huildersofalaska.com *E-mail: Inro@bullder8ofalaska.com

TOTAL P .01


http://www.buildersofalaska.com
mailto:lnro@bullder8ofalaska.com

ASSOCIATED GENERAL CONTRACTORS of ALASKA

8005 SCHOON STREET » ANCHORAGE, ALASKA 99518
TELEPHONE (907) 561-5354 « FAX (907) 5626118

February 24, 2006

Representative Tom Anderson

Chairman, House Labor & Commerce Committee
Alaska State Legislator

State Capitol (MS 3100)

Juneau, Alaska 99801-1182

Re: HB 51

Dear Representative Anderson:

The Associated General Contractors of Alaska supports the concept of group self-
insurance for workers compensation as one means by which Alaskan businesses can deal

with the high cost of such insurance.

The bill, as drafted, provides protection for injured workers by making all employers
within the Lroup jointly and severally liable for claims, requires a safety rate reduction
program, and basically requires all interested members of such groups to make a long
term commitment to the program. The fear that a faulty business plan may cause some
groups to fail thereby leaving injured workers without their benefits is minimized in this
legislation. While this risk cannot be totally eliminated, it should he recognized that the
problem also exists under the current insurance structure.

The proposed legislation gives businesses another opportunity to control the costs of
doing business in Alaska. The safeguards incorporated in the bills seem sufficient to
protect injured workers and allow the state to exercise sufficient oversight of participating

groups. AGC urges your support of the proposed legislation.

Sincerely,

Richard Cattanach

FAIRBANKS SOLDOTNA
PQ BOX 60005 « FAIRBANKS, AK 99706 43335 KALIFONSKI BEACH ROAD, STE 32 » SOLDOTNA, AK 99«,9

TELEPHONE (907) 452-1809 TELEPHONE (907) 262-8535
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February 23, 2006
Dear Representative Tom Anderson,

We would appreciate your support on passing HB-51

Workman’s Comp Insurance as it is now structured is a prohibitive drain on
small business. Our company has been in business for the last 25 years. In
that period of time we have had one small claim, whicn was approximately 6
years ago. Over the years our premium has gone up from approximately
$6,000 per annum to over $27,000 per annum.

Please support HB-51 to enable us to have another source of Workman’s
Compensation Insurance.

Sincerely,

of Eagle River, Ir

168 OCentererW Dr., Suite 201
fgeRlver [ask a 9

FaX 967 (75)36-02

A Each Oftlca IndapaMonoy OwAM and oparatad
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ALASKA TRUCKING ASSOCIATION

3443 Minnesota Drtve *Anchorage, Alaska 99503 «Phone: (907) 276-1149 Fax: (907) 274-1946
www.aktrucks.ory

February 15th 2005

Representative Tom Anderson

State Capital
Juneau, AK 99801

RE: HB 51
Dear Representative Anderson,

Workers compensation continues to be one of the largest concerns and problems for
trucking in Alaska. Companies large and small are faced with increasing rates that can
only be attributed to market increases These companies are faced with extremely limited
choices of providers and little alternative to combat the rates continue to increase. These
circumstances force small business to operate without or even close their doors.

HB 51 creates the ability for like minded companies to come together to diversity and
control risk The Alaska Trucking Association supports this provision to allow a group or
association members to combined to cany the workman’s compensation insurance This
will allow for a greater safety presence, ability to control there own pool members
resulting in a reduction ofthe risk of the program. It should provide for long term cost

savings and better control of programs fait.

We hope you are able to move this bill forth, this bill provides the new ability ofa choice
in Alaska where there are so few. It also provides the opportunity for a company to have
a fighting chance to determine their own outcome.

Sincerely,
Alnak-n Tnirlcino Accnrtatinn

Director

TOTAL P.02


http://www.aktrucks.ory

February 9,2006

Rap. Tom Anderson
Chair, Labor & Commerce

Via FaxNo. 465-2418
RE: HB 51

Dear Mr. Andoson;

Aa amember ofthe Anchorage Home Builder* Association and as a local home builc - 1
amurging your support for House Biill 51.

State law currently requires abusiness to have 100 employee* and net assets of $6

Million to be able to selfinsure for workers compensation. This is impossible for many
businesses, and our goal is to allow associations to collectively pool employees and assets
to achieve these requirements.

Currently we are at the mere) o fregional workers compensationrates. By working
together in a selfinsurance program, not only do we have the best probability of
controlling safety in the work plaoe, but we w ill have the ability to reward those
busiuesaes who go the extra mile in safety with lower premiums.

Not only ia this bill good for our communities, it will also benefit our economy. Lower
premiums for businesses means employers w ill be able to provide better benefits and pay
to their employees.

If you would like to discuss this farther please feel free to contact me at 344-5678.
Again, | would greatly appreciate your support of HB 51.
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COVER

To: Chuck Spineli

Company: Spinel! Home*, Jnc. Company:Anchorage Home Bidders AeeodaHort

Fax Number: 3441678 Fex Number: 907-522-3757

*eo 7ok

MESSAGE - ;= ;
The Government Affar*Wmmrtfcee is working in Juneau oh bur
Workers Comp Legislation HB £ff.Our hill comes up for hearings on,
Friday, Feb 10th In June&d and Larry Partusch will be testifying.: *

R I .

*/\r

7 ?2T7TtMSCh & vour COITIp* rlv

~aV5*I®r AswaiHrm tcrftftattGIHIMatt is part of our lobbyist

ye* offices in Juneau) at 9073 BSs977. If.youwould like thek
1 firytj rend itto our officesats22-3757. <
Anchorage Home Builders Assn. Government Affairs ; X
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WORKERS COMP RATES

CLASS 2002 RATES 2006 RATES
5610 S 111 $10.66
5643 $13.45 $27.93
6217 $9S3 $19.52
8742 S 61 $ 144
8810 S 56 S 1.23
YEAR EMPLOYEES TOTAL AMOUNT
2002 60 $77,512.00

2003 70 $199,011.00

2004 85 $294,287.00

2005 83 $323,738.00

1900 W. NORTHERN LIGHTS BLVD. » SUITE 200 * ANCHORAGE. ALASKA 99517 » 344-5678 « FAX: 344-1976



Employers Self-Insured For Workers”Compensation Liability In Alaska

l. Self-Insured Employers Currently Authorized

Total:31 Private:23 Public:8

Alaska Airlines

Alaska Communications Systems

Alaska Interstate Construction

Alaska Railroad Corp.

Alyeska Pipeline Service Co.

Anchorage Daily News
(McClatchy Newspapers)

Anchorage School District

Arctic Slope Regional Corp.

Bristol Bay Area Health Corp.

Chevron/Texaco

City & Borough ofJuneau

Costco Wholesale Corp.

Enstar Natural Gas Co.

Fairbanks Northstar Borough

Federal Express Corp.

Fred Meyer Stores. Inc.

Ger ral Communications Inc.
Harnish Croup (NC Machinery/Power)
Holland America Line-Westours (Carnival)
Icicle Seafoods. Inc.

Kenai Peninsula Borough & SD
Mat-Su School District

Municipality of Anchorage

Nabors Alaska Drilling. Inc.

Peak Oilfield Service Co.

Providence Health System

Safeway. Inc.

State of Alaska

University of Alaska

Unocal Corp.

Veco Corp.

. Employees Working for Self-Insured Employers

Total:

2006 75.792
2005 73.912
2004 67.403

% ofall covered workers:

2006 26.0%* 2006
2005 26.0%** 2005
2004 25.4% 2004

*2006 based on estimated data

** 2005 based on preliminary data

Averaue number ofemployees per employer:
2006
2005
2004

2.445
2.640
2.930

% ofall injury reports filed:

N/A
28.1%
26.0%

1. Workers’Compensation Benefits/Costs Paid By Self-Insured

Employers
Total:
2004 $56,700,000 2004
2003 $48,570,000 2003

As percentage of all benefits/costs paid:

24 4%
21.8%

IV. Self-Insured Employers - Average Net Worth - Median Net Worth

Average:
2006 $4,997 billion
7 smallest $ 55.6 million

Median:
2006
7 smallest $ 37.2 million

$9,971 billion

Prepared by the Alaska Department of Labor & Workforce Development

02/10/2006



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2006 LEGISLATIVE SESSION Bill Version: HB5ISS-DQLWD-WC-02-07-06

() Publish Date:

Revision Date/Time (Note if correction): Department:  Labor & Workforce Development

Title: Employer Assn for Workers' Comp Ins RDU: Workers' Compensation
Component: Workers' Compensation

Sponsor "Representative Meyer
Requester: House L&C

Component Number 344

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

OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 89.7 89.7 897 89.7 89.7 89.7
Travel 9.7 9.7 9.7 9.7 9.7 9.7
Contractual 321 321 321 321 321 321
Supplies 14.0 2.0 20 2.0 20 2.0
Equipment

Land & Structures
Grants & Claims

Miscellaneous

TOTAL OPERATING 1455 1335 1335 133.5 133.5 1335

(Thousands of Dollars)

ICAPITAL EXPENDITURES |

ICHANGE IN REVENUES ( ) I | |

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

1157 Workers' Safety Account 145.5 1335 1335 1335 1335 1335
TOTAL 1455 133.5 133.5 133.5 133.5 133.5
Estimate of any current year (FY2006) cost: None

Mark this box (X) if funding for this bill is included in tha Governor's FY 2007 budget proposal: |

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate page if necessary)

(See Attached)

Phone: 465-6059
Date/Time: 2/7/06 3:27 PM

Date: 2/7/2006

Prepared by:  Paul F. Lisankle, Director
Division. Workers’ Compensation

Approved by: Greg O'Claray, Commissioner
Agency: Department of Labor and Workforce Development

Page 1of2

(Revised 9/7/2005 OMB)



FISCAL NOTE

STATE OF ALASKA BILL VERSION: HB51SS-DQLWD-WC-02-07-06
2006 LEGISLATI/E SESSION

ANALYSIS: (continued)

This legislation would open the workers' compensation self-insurance program to an indeterminate number of trade
associations Any association in existence for at least five years, composed of at least five member employers
engaging in a similar trade or industry and belonging to an Alaskan trade association, could seek to self-insure their
workers' compensation liabilities. This expansion ot the program (currently comprised of a limited number of large
employers and governmental entities) would require an increased level of regulato. y oversight. The Division would
reed to employ an Insurance Financial Examiner to develop and oversee the new regulatory system.

Personal Services: Insurance Financial Examiner Il will be responsible for developing a program and monitoring self
insured employers and entities. ($89.7)

Travel: Funding of $7.7 is necessary for the travel, per diem and hotel costs to enable the Insurance Financial
Examiner to go on-site to verify the financial status of self-insured entities. In addition, travel funds of $2.0 Is

requested to attend necessary training.

Contractual: Contractual services for the new position include lease costs ($6.7); mail ($3.0V departmental
administrative support costs ($11.1); interdepartment chargeback costs ($5.3); copies, printing, etc ($4.0) and

training ($2.0).

Commodities: Funding of $14.0 for supplies for the new positions is required. ($12 0 for one-time set-up costs and
$2.0 for ongoing costs)

Page 2 of 2



R epresentative K evin M eyer

HOUSE DISTRICT 30

MEMORANDUM

Date: January 23, 2006

TO: Representative Tom Anderson, Chairman
House Labor and Commerce Committee

FR: Representative Kevin Meyer, Co-Chairman
House Finance Committee

RE: Sponsor Substitute for HB 51

Representative Anderson,

introduced a sponsor substitute to HB 51 Joint Insurance Arrangements affer ] vir
working over the interim with ir terested parties. This memorandum is intended
provide a comparison between the two versions of HB 51 and insight into the » ]

reasons for the changes.
Statutory Change: From AS 21.76.010 to AS 23.30.090

The original version of HB ol amended AS 21.076.010, the Joint Insurance Association
statutes. The provisions of title 21 apply to Municipalities and their public corporations.
The joint insurance arrangements covered by title 21 are limited to public entities that
ultimately can turn to taxes and other revenue instruments and who were therefore
removed from regulation under AS 21.76.020. Though the original version ofHB 51
required an association to meet the standards for a self-insurance certificate issued under
AS 23.30.090, there was no oversight due to AS 21.76.020.

Since the intent of HB 51 is to apply to private entities, the sponsor substitute to HB 51
shifts the proposed changes from AS 21.76.010 Joint Insurance Arrangements to AS
M |_ 23.30.090 SelflInsurance Certificates. By moving to AS 23.30.090, the proposed
associations of employers are treated the same as an existing single employer provided
the association meets similar financial criteria. Through the joint and several liability
provision of SSHB 51 (page 2 lines 8-10) the members of an association are responsible
for the workers compensation obligations accrued by any of the individual members of
iation. The joint and several liability provision enables an association to, in the
\INljp'A0  lasinvr&e. meet the minimum financial thresholds (a net worth of A5 millionjA simile r\

Email* Representative.Kevin Meyer@Icgis\f.itc.akais ¢ Toll Free: Vv -
f\Ai N i Session, olute Capitol, Juneau, Alaska 99801-1182 « Phone: (907) 485-4945J 178 .
tc.nn: 718 W. 4th Avc.. Anchorage, Alaska 99501-2133 « Phone: (907) 209-01( 7) 289-0197 Si

fewer



A single employer is allowed to self-insure their workers compensation obligations under
current statutes. SSHB 51 would repeal and reenact the current authorization in statute to
allow an association of employers to self-insure without changing the existing rules for a

single employer.
Changes to AS 23.30.090 Self-Insurance Certificates

SSHB 51 repeals and reenacts AS 23.30.090 to authorize an association ofemployers as
well as an employer to self-insure workers’ compensation obligations. The proposed
reenacted statute incorporates several provisions currently found in regulations adopted
by the Alaska Workers’ Compensation Board. Below is a summary of the provisions in
the proposed AS 23.30.090 and their source material.

23.30.090(1) [Page 1, lines 10-12] - 8 AAC 46.010 (5)

23.30.090 (2) [Page 1, lines 13-14 & Page 2line 1]- 8 AAC 46.010 (6)
23.30.090 (3) [Page 2, lines2-3] - Current AS 23.30.090

23.30.090 (4) [Page 2, lines4-5] - 8 AAC 46.010 (4)

23.30.090 (5) [Page 2, lines6-7] - 8 AAC 46.050

23.30.090 (6) [Page 2. lines8-10] - New requirement limited to an association of
self-insured employers. Requires an association to

file an agreement with the board jointly and
severally binding each member of the association.

23.30.090 (b) [Page 2, lines 11-18] - 8 AAC 46.020

23.30.090 (c) [Page 2. lines 19-20] - New provision making information provided under
(b) confidential.

23.30.090 (d) [Page 2 lines 21-27] - Changed provision. Modifies existing AS
23.30.090 to provide that a certificate of self-

insurance remains in effectuntil revoked by the
board. Does not alter or change the timeline/process
of revocation or the authority to reissue a certificate.

23.30.090 (e) [Page 2 lines 29-31] - Current AS 23.30.090

23.30.090 (f) [Page 3 lines 1-6]- N w requirement limited to an association of
self-insured employers. Requires an association to
notify the board if one of its members withdraws
from the association or a new memberjoins the

association.



23.30.090 (g) [Page 3 lines 7-10] -

23.30.090 (h) [Page 3 line 11] -

23.30.090 (i) [Page 3 lines 12-16] -

Thank you for considering SSHB 51,

Representative Kevin Meyer

New provision limited to an association of self-
insured employee. Allows an association to
function on behalf of its members as an “employer
for purposes of complying with AS 23.30.

Current AS 23.30.090 (explicitly allows the Board
to adopt regulations to implement this chapter.)

New provision defining an “association of
employers,”



R epresentative K evin IVl eyer

HOUSE DISTRICT 30

Sponsor Statement
House liill 51

“An Act relating to permitting employers in the same trade to form joint insurance
arrangements for self-insured workers’ compensation coverage.”

The workers compensation system was developed as a compromise between empl zees
I employers to ensure that employees received compensation for injuries received on
the job. Employers ovidc compensation for medical expenses and lost wages, and in

exchange employees agree not to sue employers for damages.

Traditionally, employers have transferred the risk of compensation liability .o insurance
companies, who, for a premium, agree to cover the costs of an employee’s claim under
the worker’s compensation system. Several states, including Alaska, allow an employer
to self-insure providing that they meet financial requirements set in statute and

regulation.

House Bill 51 allows a group of five or more employers to form an association to self-
insure the employers’ workers compensation obligations. The members of the assoi ition
must be engaged in the sarr or similar mployment classifications, be members of a
gualified trade association, .»nd receive a certificate to self-insuie under Alaska’s existing

rules and regulations.

Workers compensation insurance premiums are a significant cost for employers. While
the prospect of reducing costs attracts employers to self-insurance associa ons,
employers and employees in stat« >with similar statutes have seen other benefits. Directly
assuming the risks for workers ci mpensation obligatu ns aligns employers and
employees in managing workers compensation claims md costs. HB 51 is a tool for
Alaska’s trade associations and employe s to take direci control of the obligations they

are exposed to under current law.

Email: Representative ksvin_Meyer@lej'is.stale its » Toll Free: (8ti6) 465-4945
Session State Capitol, Juneau, Alaska 99801 1182 ¢ «hone: (907) 465-4945 Fax (907) 465-3476
Interim: 716 W. 4th Ave., Anchorage, Alaska 99501-2133 ¢ Phone: (907) 269-0199 Fax: (907) 269-0197



SECHONAL ANALYSIS
SS FOR HB 51
(Workers’ Compensation Self-insurance)

OVERVIEW:

Existing law (AS 23.30 090) allows the Al-ska Workers’ Compensation Board to
issue a certificate of self-insurance to a qualified lividual employer. The board,
through the Division of Workers’ Compensation, administers the self-insurance program
under regulations aJopted by the board (8 AAC 46.010 - 8 AAC 46.900).

SS HB 51 amends existing law by allowing the board to issue a certificate of self-
insurance to a qualified association of employers.

Section 1of the bill repeals and reenacts AS 23.30.090, the statute that currently
allows individual employers to obtain self-insurance certificates. The bill would allow
the board to issue self-insurance certificates to both qualified individual employers and
qualified groups of employers and sets out a number of requirements that employers and
associations of employers must meet. The bill makes only one change that affects the
existing self-insurance program for individual self-insured employers by nroviding that
self-insurance certificates remain in effect until revoked. Under current regulations, 8
AAC 46.065(b), certificates remain in effect for 12 months.

Section 2 provides for an immediate effective date.

SECTIONAL ANALYSIS:

All substantive provisions of the bill are contained in Section 1of the bill, which would
adopt a new Sec. 23.30.090(a) through (i):

Sec. 23.30.090(a):

Subsection (a) allows the Alaska Workers’ Compensation Board to issue a self-
insurance certificate to an employer or an association of employers meeting six
specified requirements. Requirements (1) and (2) are currently contained in the self-
insurance regulations governing individual employers and require an individual
employer to have at least 100 employees, a net worth of at least $5,000,000. (Sec, 8
AAC 46.010(a)(5) and (6)). The bill would place these regulatory minimums in
statute, and would require an association of self-insured employers to meet the
minimum requirements in the aggregate. Requirement (3) is contained in existing AS
23.30.090 and the bill would to require both individual employers and associations of
self-insured employers to pay the annual service fee assessed under AS 23.05.067.
Requirements (4) and (5) ire currently contained in self-insurance regulations
governing individual employers, and « 'quire that the employer maintain a workplace
safety program and obtain excess ii.surance coverage in amounts and with coverage
required by the board. (See, 8 AAC 46.010(a)(4) and 8 AAC 46.050.) The bill



would place these requirements in statute and they would apply to both individual
employers and associations of self-insured employers. Requirement (6) is new and
requires an association of self-insured employers to file with the board an indemnity
agreement jointly and severally binding each member of the association to secure the
payment of all compensation due to any of the members’ employees.

Sec. 23.30.090(b):

Subsection (b) would allow the board, either before issuing a self-insurance certificate
or at other times designated by the board, to require individual employers and
associations of self-insured employers to provide financial information necessary to
determine whether the individual employer or the association meets or continues to
meet the financial requirements for a self-insurance certificate.

Sec. 23.30.090(c):

Subsection (c) makes confidential the financial information provided under
subsection (b).

Sec. 23.30.090(d):

The bill retains the provisions of existing AS 23.30.090 that allow the board to revoke
a self-insurance certificate on at least 10 days’ notice and a hearing. EXxisting AS
23.30.090 also allows the board to fix the time that a self-insurance certificate
remains in effect. Currc it regulations provide that certificates remain in effect for
one year, subject to renewal. The bill provides that a certificate would remain in
effect until it is revoked. The bill retains existing provisions of AS 23.30.090 that
allow for a certificate to be re-issued following revocation if the employer or
association of employers provides satisfactory proof that it once again meets the
requirements for self-insurance.

See. 23.30.090(e):

The bill retains the requirements of existing AS 23.30.090 relating to claims facilities,
and would require both an individual employer and an association of employers to
provide claims adjusting facilities through by its own staff located in Alaska or
through independent, licensed resident adjusters with power to effect settlement in

Alaska.

Sec. 23.30.090(1):

Subsection (0 applies only to associations of self-insured employers and requires the
association to notify the board if a member withdraws from the association or a new
memberjoins. New members would be required to show that they belong to an
Alaska trade association, as provided in subsection (i), and to provide the same
financial information required under subsection (b).



Sec. 23.30.090(a):

Subsection (g) applies only to associations of soil nsured employers and provides
that an association may act on behalf of or for the enefit of its members in providing
for its members’ workers’ compensation obligations and provides that the association
has the same rights and obligations under AS 23 as an employer. For example, this
section would allow an association to file the same annual reports on behalf of its
members that are currently required for individual self-insured employers under AS
23.30. 155(n) and to exercise a member’s assignment rights in the case of third party
liability under AS 23.30.015.

Sec. 23.30.090(h):

Subsection (h) provides express authority for the board to adopt regulations to
implement the self-insurance program.

Sec. 23.30.080(i):

Subsection (i) defines an “association of employers” to mean a group of five or more
employers who are merchants, craftsmen, or businesses in a similar trade or industry
and who are members of the same Alaska trade association.
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Q. What is vGroup Self-Insured Workers’ Compensation fund
(SIF)?

A. An SIF is a lot-for-profit association of employers formed for the specific purpose of
providing statutory workers’ compensation and employers’ liability coverage.
Organizations that form SIFs arc typically medium-size companies that may not have the
size or financial capacity to become a self-insurer on their own, but want to assume
control over their workers’ compensation costs and obtain the benefits often realized with
self-insurance, just as the larger employers have been doing for years at substantial

savings.

Q. Whai Benefits do SIFs Offer?
A. The p' mary benefits that can be expected from membership in a SIF are:

 mproved cash tlow through elimination of advance premium payments;

 Improved loss experience through more effective loss prevention, loss control,
;nd man. ‘d care programs;

e savings from reduced administrative cost*-”

» Savings by earning interest income on premium dollars;

* The potential for dividend returns from loss-and-cxpense-fund surpluses.

In essence, an SIF helps employers control many aspects of their workers’ compensation
cost. However, the degree to which benefits can be achieved on a variety of factors will

be discussed in this discourse.

Q. How Do SIFs Work?

A. An SIF enables employers to assume a major portion of their risk and provides group
purchasing power for excess insurance to cover losses incurred individually or

collectively in excess of a specified amount.

Members of SIFs pay a premium based on their exposures, classification codes, payroll,
experience modifications, and rates developed by the state workers’ compensation rate
making bureau. Premiums arc used to pay coverage losses, claims administration and
costs associated with the management of the group, such as loss control, legal, accounting
and actuarial. Premium surpluses from both the claims fund and the administrative
expense fund can be returned to group members on a pro rata share basis in the form of

dividends.



Many costs associated with traditional workers’ compensation insurance, such as
premium taxes (in most states) and residual market charges, do not apply to SIFs. These
costs can amount to a significant percentage of traditional workers’ compensation
insurance premiums. Membership fees are an additional cost.

Q. How are Self-Insured Groups Related?

A. SIFs must receive approval to operate from the state insurance department or state
workers’ compensation agency. The standards for qualification vary from state to state,
for the general to the very specific. SIFs arc required to follow rating plans and
procedures filed in their state of operation. Although the specific requirements for the
administration of SIFs may very, the state regulatory authority’s role in to ensure the
group’s ability to administer and pay claims through appropriate planning and funding.

1 Coverage requirements: Most regulatory authorities require that a SIF purchase
additional coverage, such as excess insurance on both a specific an aggregate base to
insure that they can pay large losses. The amount and type of insurance may vary by

state.

2. Financial requirements: The regulatory authorities require that SIFs meet various
financial requirements regarding net worth, profitability, liquidity, and solvency.

3. Security requirements: SIFs are required to post security in the form of cash, surety
bond, negotiable securities, and irrevocable letter of credit, or a combination of these.

Q. Howare SIF’s Administered?

A. SIFs select a board of trustees to govern the activities of the group including who may
join, the purchase of excess insurance, the distribution of dividends, and the selection of

service providers.

SIFs are responsible for the payment of claims in conformance with state workers’
compensation laws. In addition, groups usually require a variety of services, such as loss
prevention, loss control, and claims management. These services can be performed by
co npany personnel if they have the resources and capabilities or contracted to an outside
linn with the requisite expertise. To a large extent, the success of any SlIFdeper.ds on
how effectively it manages and integrates many of these activities. To operate most
effectively, an outside firm is usually selected to provide a variety of these services.

Q. How are Claims Managed?



1 A primary benefit of self-insurance is the degree of control to a group can
exercise over all aspects of the claims handling process to help contain costs. A
group may select to implement a variety of claims management services

including:

Claims processing and settlement
Investigation

Managed care and cost containment programs
Preferred provider service

Litigation management

Subrogation

Medical bill reviews
Work hardening and carly-rcturn-to-work programs

Risk management reports

Q. What are some other issues to be considered relative to SIFs?

A.

2.

Case Management

Case management is an effective way to reduce cost through early intervention and

an effective early-return-to-work plan. Case management includes:

Immediate contact ’y a health care professional to monitor the employee’s
medical care and to ensure that the employee receives the appropriate care from
the time of injury, through treatment and recuperation.

Developing modified work plans with the injured employee and the health care
provider to help the employee make the transition back to work and toexpedite

early-return-to-work.

Implement work hardening and vocational rehabilitation programs, where
appropriate, to help individuals return to work and ensure that the early-rctum-to-

work plan is successful.

Risk Management

Risk management and loss control planning is designed to prevent losses from
occurring and to reduce the frequency or severity when they do occur. Risk

management specialists can:

Analyze and reduce site hazards to prevent or eliminate causes of injury;
Evaluate the effectiveness of existing safety programs;

Provide periodic inspections and written reports recommending specific corrective

action;



» Develop written safety policies and guidelines to help prevent injury;
e Assist in developing and implementing new safety programs;
* Provide risk management analyses reports

Marketing and Membership

Marketing and membership: SIFs require ongoing efforts to promote the group’s
program, attract new member organizations, and evaluate applications of potential
members to ensure the group’s long-term survival an ’ continued financial viability.
Risk management consultants, insurance companies, and insurance brokers arc just a
few of the resources that can assist a group in gathering information on prospective

group members.

Underwriting Service

Underwriting is required to develop guidelines for membership, evaluate exposure to
loss for individual members and the group as a whole, calculate the premium to be
charged to each member, and establish loss reserves in compliance with state

regulation

Feasibi itv Studies

Feasibility studies play an important role when forming an SIF as well as once a
group is formed. When forming a self-insurance group, they are used to review and
analyze specific state regulations and to provide specific finan al and actuarial
information to the regulatory authority. Once a group is fomied, studies help
prospective members determine the financial/cash flow effects that joining the group
will have on their firm. Accurate loss forecasting is an extrem ’v important
component of a feasibility study. Loss forecasting usually requires a minimum of
three years of premium, payroll, experience modification, and claims history. Pro
forma financial statements can then be prepared on prospective group members.

Accounting and Financial Management

Accounting and financial management: SIFs an. responsible for the proper
establishment, maintenance, and administration of accounting procedures and

financial controls including:

e Collection of accounts and monies owed to the group in connection with

providing coverage and the group’s administration;
» Maintenance of all claims fund and administrative fund accounts necessary to

satisfy the legal and financial obligations of the group;
e Systems for the safekeeping of records, books of accounts, and financial affairs;

» Reporting of financial statements and reports as required by state regulations and
the group’s bylaws;



* Selection of independent accounting and actuarial services, as appropriate, and
proper investment management

Q. Are Mherf disadvantages to forming an SIF?
A. SIFs o ff~ many advantages, but there arc also potential disadvantages.
Jointand Several Liability

1. Members of the group arc typically jointly and severally liable for workers’
compensation and employers’ liability losses incurred by membership. The
subsequent bankruptcy oi termination of a member does not release the remaining

group members from this liability.

Cat vstropiiic Losses

2. If a catastrophic event occurs that exhausts the group’s self-insured retention and
excess insurance, the group members are typically responsible for paying their pro
rata share of the amount required to cover the total loss.

Multi-state Operation

3. SIFs arc regulated by the state and may only cover exposures within that state. As a
result, employers with operations in more than one state must find another SIF or
alternate means to cover any out-of-state portions ot the workers’ compensation

exposure.

Administrative Functions and Additional Costs

4. May of the services usually provided by an insurer (i.e. claims administration and
record keeping, loss control, legal services, and actuarial service) are now the
responsibility of the group. The group must select the services it requires, and, if

necessary, hire service providers where appropriate.



A laska Statutes associated with SSH BJ51

AS 23.30.090. Self-Insurance Certificates.

Ifan employer has complied with the provisions of this chapter relating to self-insurance
and has paid annual service fees assessed under AS 23.05.067 , the board shall issue the
employer a certificate that shall remain in force for a period fixed by the board. The
board may, upon at least 10 days' notice and a hearing, revoke a self-insurance certificate
upon satisfactory proofthat an employer is no longer entitled to it. After revocation, the
board nay grant a new certificate to an employer, upon the employer's petition and
satisfactory proofofthe employer's financial ability as provided in this chapter. An
employer authorized as a self-insurer shall provide claims facilities through its own
staffed adjusting facilities located within the state, or independent, licensed, resident
adjusters with power to effect settlement within the state.

AS 23.05.067. Service Fees For Administration of
Workers’ Safety and Compensation Programs.

(a) Each insurer providing workers’compensation insurance and each employer who is
self-insured or uninsured for purposes of AS 23.30 in this state shall pay an annual
service fee to the department for the administrative expenses of the state for workers'
safety programs under AS 18.60 and the workers' compensation program under AS 23.30
as follows:

‘1) for each employer,
(A) except as provided in (b) of this section, the ser.ice fee shall be paid each year to the

department at the time that the annual report is required to be filed under AS 23.30.155

m) or (n); and

zBithe service fee is 2.9 percent of all payments repuucd to the Alaska Workers'
Compensation Board under AS 23.30.155 (m) or (n), except second injury fund
payments; and

(2) for each insurer, the director of the division of insurance shall, under (e) of this
section, deposit from funds received from the insurer under AS 21.09.210 a service fee of
1.82 percent of the direct premium income for workers' compensation insui.” ce received
by the insurer during the year ending on the preceding December 31, subject to all the
deductions specified in AS 21.09.210 (b).

(b) An employer who is required to pay an annual service fee under (a) of this section
may elect to pay in yearly increments over a five-year period the portion of the service
fee due under (a) of this section as a result of a settlement of over $50,000 approved
under AS 23.30.012 . An election under this subsection must be made in the first year
that a service fee would be due as a result ofthe settlement. The employer shall notify the
department of an election under this subsection. Ifan election is made, payment of each



yearly increment that is due shall be made at the time the annual report is required to be

filed under AS 23.30.135(m) or (n).
(c) Payment of the annual service fee under this section shall be made in the manner and

by the method specified by the department.

(d) Ifan employer who is required to pay an annual service fee under this section does
not pay the required amount of the service fee by the time specified in this section, the
employer shall pay a civil penalty of $100 for the first day the payment is late and $ 10 a
day for each additional day the payment is late. The civil penalty under this subsection is
in additioi. to any civil penalties imposed for late filings ofreports under AS 23.30.155
(m).

(e) Annual service fees and civil penalties collected under this section shall be deposited
in the worker, safety and compensation administration account in the state treasury.
Under AS 37.05.146 (c), the service fees and civil penalties shall be accounted for
separately, and appropriations from the account are not made h m the unrestricted
general fund. The legislature may appropriate money from the account for expenditures
by the department for necessary costs incurred by the department in the administration of
the workers' safety programs contained in AS 18.60 and of the Alaska Workers'
Compensation Act contained in AS 23.30. Nothing in this subsection creates a dedicated
fund or dedicates the money in the account for a specific purpose. Money deposited in the
account does not lapse at the end of a fiscal year unless otherwise provided by an
appropriation.

(f) The department may adopt regulations to implement this section.

(9) Notwithstanding AS 21.76.020 (a), ajoint insurance ammgement established under
AS 21.76 is subject to the provisions of this section and regulations adopted under this
section and, if self-insured, is subject to the annual service fee on behalfof its members.
(h) The department shall grant a credit against the service fee imposed under (a)( 1) of
this section to an employer if (1) the employer applies to the department for the credit on
a form prescribed by the department; (2) the employer provides proofthat the employer
has paid a premium tax imposed under AS 21.09.210 on an insurance policy; and (3)
workers' compensation claims have been paid under the insurance policy described in (2)
of this subsection and the claims are subject to the service fee imposed under (a) of this
section. The credit allowed under this subsection is equal to the amount of the premium
tax paid by the employer under the insurance policy, may not exceed the service fee
imposed under (a) of this section, and only applies to premium taxes paid by the
employer on or after January 1, 2000.

(i) In this section, "insurer" has the meaning given in AS 21.90.900 .

AS 21.89.015. Workplace Safety Program.

An insurer who provides workers' compensation insurance in this state shall establish and
maintain a workplace safety rate reduction program, subject to the approval of the
division.



A dm inistrative Codes associated w/ SSHDBJ51

08 AAC 46.010. Qualifying as a Self-Insurer

(@) An employer may self-insure its obligations under the Act if the employer provides
satisfactory proofto the board that it has

(1) the financial ability to meet the obligations;

(2) available claims facilities through its own staffed adjusting facilities located within
the state or through independent, licensed, resident adjusters with power to effect
settlement within the state; for purposes of this paragraph, insurance companies with a
certificate of authority from the division of insurance, Department of Community and
Economic Development, and with staff adjusters in this state, are considered independent,
licensed, resident adjusters;

(3) been in business within Alaska for at least five years immediately preceding the filing
of the application;

(4) a safety/loss control program;

(5) in combination with its parent company or subsidiary companies of the employer, a
minimum of 100 employees cither in Alaska or in another state or states; and

(6) a net worth of at least $5,000,000.

(b) The board will, in its discretion, waive 'he requirement in (a)(3) of this section

(1) if the employer has self-insured its workers' compensation obligations in another
jurisdiction for a period of at least five years immediately preceding the filing of the
application; or

(2) ifthe employer is a v/holly-owned subsidiary and its parent company has been in
business for at least five years immediately preceding filing and guarantees the
subsidiary’s obligations under the Act.

(c) \n employer which is a majority or wholly-owned subsidiary must have its
obligations under the Act guaranteed by its parent company.

08 AAC 46.050. EXcess Insurance

(a) Both specific and aggregate excess insurance with policy limits and retention amounts
acceptable to the board must be provided by each self-insurer unless the board waives
this requirement.

(b) An acceptable excess insurance policy must

(1) be written by a casualty insurance company or reinsurance company authorized to
transact such business in Alaska;

(2) not be cancellable except upon at least 60 days' advance written notice by registered
or certified mail to the self-insurer and the board; and

(3) not contain any type of commutation clause, unless it provides that am commutation
does not relieve the underwriter of any liability unknown at the time ofthe commutation.



(c) Ifan existing excess policy submitted in compliance with this chapter is cancelled or
not renewed, the self-insurer shall file proofofreplacement excess coverage within the

60-day notice period required by (b)(2) of this section.

o8 AAC 46.020. Application For Self-Insurance
Certificate

(@) An employer shall apply for a self-insurance certificate on Department of Labor and
Workforce Development form number 07-6129. The completed application must be

(1) filed with the board at least 90 days before the desired effective date of self-insurance;
(2) signed before a person authorized to take an oath, affirmation, or acknowledgement;
(3) accompanied by the employer's audited financial statements for the three fiscal or
calendar years immediately preceding the filing of the application; the employer may
submit consolidated financial statements of its parent company if the employer does not
have its own audited financial statements and the employer is a majority or wholly-
owned subsidiary; a public entity must s ibmit audited comprehensive annual financial
reports, including detailed schedules, for the tliree liscal or calendar years immediately
preceding the filing of the anp'ication;

(4) accompanied by a description of the proposed excess insurance including the effective
dates, the types of coverage, the conditions and exclusions, the limits and retentions of
each type ofcoverage, and a guarantee of coverage until the board receives a copy of the
policies; and

(5) accompanied by a parent company's guarantee of the subsidiary's <bligations under
the Act, if the employer is a majority or wholly-owned subsidiary.

b) Ifthe employer or its parent company self-insures its workers' compensation
obligations in any otherjurisdiction, the application must be accompanied by a summary
of the most recent filings, including a summary of losses, self-insured retention limits,
and other data pertinent to the other self-insurance programs. The summary of losses
must be categorized by total incurred loss, amount of loss within retention limit, amount
of loss subject to reinsurance or excess recovery, and amount of loss subject to

subrogation recovery.
(c) An employer shall submit, as part of the application, a detailed outline or manual of

its safety/loss control program.
(d) An employer shall report for the most recent three years, its total Alaska payroll,

Alaska workers' compensation losses, and premiums paid.



Ray Hickcl

President, Anchorage Home Builders Association, Inc.
Govt. Affairs Co Chair

Northcn Home Builders

3425 Murphy Circle

Anchorage, AK 99502

Phone: (907) 245-6268

Cell: (907) 830-2052

Fax:(907) 245-6269

Larry Partusch

Govt. Affairs Co Chair
8301 Schoon St., Suite 100
Anchorage. AK 99518
Phone:(907)345-0152,
Cell: (907)242-2683
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