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Part 2. Taxes.
' ? 43.20.011 A l a s k a  S t a t u t e s  S u p p l e m e n t § 43.20.011

Chapter
21. Oil and C-is Corporate Income Tax (§§ 43 21.010 — 43.21.120) 
23. Permanent Fund Dividends (§§ 4 3 .2 3 .0 1 0 -4 3 .2 3 .1 0 0 )
4o. School tax (Repealed)
75. Fisheries Taxes ( f  § 43.75.010 —  43.75.140.
75. Salmon Enhancement Tax 43.75.010 — 43.76.030)

Chapter 20. Alaska Net Income T ax Act.Article
1 Persons Sub ject to Tax 43 .20 .010 —  43.20.045'

A rtic le  1. P e rson s  Sub ject to Tax.
S ec tion
11. Tax on individuals, fiduciaries, end

corporations
12 . L im itation on application o f chapter;

credits
13 . Indiv idual tax credits
15 . IrU p ta lec ]
1 6 . Sharing o f  corporate income tax re v e ­

nue w ith municipalities
17. [Repealed]
2 1 . In terna l Revenue Code adopted b y  

reference 
3 0 . Returns and  payment o f  taxes

Section
31 . Taxab le income ol' ' resident*;

deductions; exemptions 
33 . (Repealed;
35 . [Repealed;
36 . Federa l tax deductions end credits
37 . Trade o r  business energy conservationcredit
38. [Repealed.]
39 . [Repealed.]
40 . Income from sources in the state 
45 . [Repealed)

Sec. 43.20.011. T ax  on ind iv idua ls , fid icuaries, and 
co rp o ra tion s , (a) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 
SSSLA 1980.

fb) Repealed by § 10 ch 1 SSSLA 1980 and 5 9 ch 2 SSSLA 1980.
(c) Repealed by § 10 ch 1 SSSLA 19P0 and 5 9 ch 2 SSSLA 1980.
(d) Repealed by § 10 ch 1 SSSLA  1980 and § 9 ch 2 SSSLA 1980.
(e) There is imposed for each taxable year upon the entire taxable

income of every corporation de rived from sources within the state a tax 
consisting o f a normal tax equal to 5.4 percent of taxable income, and 
a surtax which is equal to 4.0 percent o f taxable income, except that the 
tax on a corporation engaged in the production or transportation o f 
crude oil or natural gas shall be determined and paid in accordance 
w ith AS 43.21. For tax years beginning after December 31,1979, the 
surtax exemption is 550,000. F o r controlled corporations described in 
secs. 1561 — 156? o f the In tem n l Revenue Cede on ly one surtax 
exemption may be allowed for the controlled group.

( f  Repealed b; 
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Sec. 43.20.012.' 
The tax imposed ' 
fiduciaries. Howe'! 
ter in order to rece 
1980; 5 2 ch 2 SSI

E ffec tive  da te . — 
SSSLA 1980. and § 11. 
provide that this so 
September 25, in act 
01.10.070.ci. S m io n  i! 
that this section is re tr 
1, 1980. and } 10 o f c]

ISec. 43.20.013. 
u a ry  1, 1981] A rt
exceed $50 for 

(1) A contribute 
organization for us 

(A); for a politica
(i) President or \  

the candidate will 1
(ii) United State:
(iii) United Statf
(iv) governor or 1
(v) the Alaska le
(vi) delegate to a
(vii) electoral cor.

or

§ 43.20.012



§ 43.20.031 A l a s k a  S t a t u t e s  S u p p l e m e n t Sr 43.20.031

fact. W here the state, to its detrim ent, 
re ly ing  on that lack o f notice, as it 
reasonab ly couid. failed to in stitu te  the 
s ta tu to ry  mechanism for collection c f 
add itional taxes, the taxpayers a re

estopped from  asserting the protection ot 
the statute o f  lim itations embodied ir.~AS 
43 .20 .20 j bi. Stevenson Burgess c-,o 
Ct. Op No. 1514 'F ile No. V791), 570 P~>d
728  (1ST

Sec. 43.20.031. T axab le  incom e o f residents; deductions- 
exemptions, (a) Repealed by § 10 ch 1 SSSLA 19S0 and § 9 ch 
SSSLA 19S0.

(b̂  Repealed by § 10 ch 1 SSSLA 19S0 and § 9 ch 2 SSSLA 1953.
(ei An affiliated group o f corporations may make or the commis­

sioner may require them to make a consolidated return for the taxable 
year in place of separate returns. For purposes of calculating the 
amount of tax payable by the group under a consolidated filing, 
Interna l Revenue Code secs. 1501 —  1552, as amended, apply.

(1*1 Repealed by § 10 ch 1 SSSLA 19S0 and § 9 ch 2 SSSLA I960.
(g) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 19S0.
(h) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA I960.
(i) A  corporation which is a member o f a group of unitary- 

corporations which collectively has income from business activity- 
taxable both inside and outside the state, or income from other sources 
both inside and outside the state, sha ll determine its income from 
sources in this state by use of the combined method of accounting, 
(am § 1 ch 8 SLA 1976; am § 235 ch 100 SLA 1980; am §§ 14 — 17 ch 
113 SLA  1980; am § 10 ch 1 SSSLA 1980; am § 9 ch 2 SSSLA 19S0)

R e v i s o r ’s n o te . — For the specific 
provisions detailing the har.d ling o f the 
m in im um  deduction and refund 
procedures for 1977 , see secs. 3 —  5  ch. 8, 
SLA 1978 , in the 1978Tem porary  at d Spe­
cial Acts and Resolves.

C ro s s  re fe re n c e . —  As to tax 
exemption for permanent fund dividends, 
see A S 43 .23 .090 .

E f fe c t  o f  am endm en ts.
The 1978  nmendment added paragraph 

(4> o f fo rm er subsection (a).
Section 235, ch. 100, SLA 1980, the first 

1980 amendment, effective Jan u a ry  1, 
1981, in  former subsection (f) , inserted 
"who is  a resident o f the s ta te " and 
substituted "5100 ”  for 'S50" nea r the 
beginning of the subsection.

Sections 14. 15, and 17, ch. 11C, SLA 
19S0, the second 1980 amendment, 
effective June 21, 1980, and retroactive to 
J an u a ry  1 ,1980 , rewrote paragraph (3) o f 
fo rm er subsection (a), in sub jection (e), 
deleted "o r  combined" follow ing "make a 
consolidated" in the firs t sentence, and

added subsection (i). Section 16 o f ch. 113, 
effective June 21 , 19S0, and retroactive to 
Jan u a ry  1, 1977 , added the second ren- 
tence in fo rm er subsection (h).

The third 1980 amendment, effective 
September 25 , 1980, and retroactive to 
J a n u a r - 1, 1980 , repealed subsections 1st, 
fb ), (0 , <g). and (h ).

The fourth 1980 amendment, effective 
September 2 5 , 1580, and retroactive to 
J an u a ry  1, 1979 , made the same changes 
as the sea, .J  1990 amendment.

As the rest o f the section was not 
affected by the amendments, it is not set 
out
E d ito r 's  n o te . —  Section 52, o f this Act, 
effective June 2 1 ,1 9 8 0 , makes sections 14, 
15, and 17 o f the Act applicable to tax yean 
beginning a fU r  Dect mber 31, 1979.

F o r  legislative fin lings and purpose of 
the th ird and fou rth  1.360 amendments, see 
§ 1, ch. 1. S SSLA  19S0, and i  1, ch. 2. 
SSSLA  1980, in  the 1980 Temporary and 
Special Acts and  Resolves.
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SddL tvs,***
Sec. 43.20.033. T axab le  income o f fid u c ia ry .
Repealed by § 10 ch 1 SSSLA 19S0 and I 9 ch 2 SSSLA 1950. 

effective September 25 ,1 950 .
E d i t o r s  n o te . The repealed section Leg is la tiv e  h is to ry  r e p o r t  —  F o r 

der.ved from  § 18 . ch. 11 3 . SLA 1 5 :0 .  report on ch. S. S LA  1978 'H B  652'. see
Fo r leg is la tive  findings ar.d purpose, o f 1976 House Jou rn a l, pp. 110, 173; Senate 

reoea lir .r acts, see § 1, ch. 1, SSSLA  1930, Jou rn a l, p. 243. 
a n : 5 1 . ch. 2. SSSLA 1950 . in th e  15=0 
Temporary and Special A rts  and Resolves.

Sec. 43.20.035. T axab le  income o f nonresiden ts an> vart-year 
residents. *

Repealed by § 10 ch 1 SSSLA i980 and § 9 ch 2 SSSLA 19S0, 
effective September 25, 1980.

E d ito r 's  no t« . —  The repealed section For legislative findings and purpose o f 
derived from  § 6 , ch. 70, S L A  1975; !  2, ch. repealing acts, see § 1, ch. 1, SSSLA  1980 . 
8, SLA 1978; § 1. ch. 64. SLA  I9 6 0 ; § 13, and § 1, ch. 2, SSSLA  1950, in  the 1980 
cb. 113, SLA 19S0.

Sec. 43.20.036. F ed e ra l tax  deductions and cred its.
(d) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(e) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(0  Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(g) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 1980.
(h) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSL/' 1980.
(i) Repealed by § 10 ch 1 SSSLA 1980 and § 9 ch 2 SSSLA 19S0.

(am § 3 rh 22 SLA 1980; am § 10 ch 1 SSSLA 1980; am § 9 ch 2 SSSLA
1930)

T ffe c t  o f  am endm en ts . — T he  first As the rest o f  the section was not
1250 amendment added fo rm er subsection affected by the amendment, it is not set
(i). out.

The second 1980 amendment, effective E d i t o r ’s n o te . —  Fo r legislative 
September 25 , 1980, and  retroactive to findings and purpose o f the second ar.d 
Januarv 1, 1980 , repealed subscct: ons fdl th ird 1980 amendments, see 5 1, ch. I ,  
-  <i). '  SSSLA 1980, and 5 1, ch. 2, SSSLA 1960.

The th ird  1980  amendment, effective in the I9 6 0  Temp ira ry  and Special Acts 
September 25 , and retroactive to January  and Resolves.
1 ,1979 . made the same changes as the sec­
ond 1960 amendment.

Sec. 43.20.037. T rade o r  business energy conservation  credit 
[E ffective J a n u a ry  1 ,19S1]. 'a) A person engaged in a trade or busi­
ness is allowed as a credit against the tax due under this chapter 35 
rercen: of the ccst o f



. ; T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E L F T H  L E G I S L A T U R E

FISCAL N O T E

I. R E Q U E S T
Biil/Resolution No. S e n a t e  B i l l  No. 2 0 ______________________________________
Title A n  A c t  r e l a t i n g  t o  c o r p o r a t e  i n c o m e  teixes____________ _

Requested hv R» D - S t e v e n s o n ____________________________________ Date V  4 0 / S T

II. FISCAL D E T A I L
Agency Affected D e p a r t m e n t  o f  R e v e n u e ________ _____________________________________
Program Category Affected R e v e n u e  C o l l e c t i o n  A n d  M a n a g e m e n t  _________

BRU, Program, or Subprogram(s) Affected A u d i t  D i v i s i o n __________________________________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)

E X P E N D I T U R E S  (Thousands of Dollars) - N o n e

F Y  81 F Y  82 F Y  8 3 F Y  84 F Y  85 .FY 86

100 P E R S O N A L  S E R V I C E S
200 R A V E L
300 C O N T R A C T U A L
400 C O M M O D I T I E S

500 F O U I P M F N T
000 L A N D  &  S T R U C T U R E S

700 G R A N T S .  CLAIMS. E T C

T O T A L

F U N D I N G  (Thousands of Dollars) “ N o n e

G E N E R A L  F U N D
F E D E R A L  F U N D S

O T H E R  (Specify Fund Source)

POSITIONS - N o n e

F U L L  T I M E
P A R T  T I M E
T E M P O R ,  R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)



MEMORANDUM State of Alaska
DATE: J a n u a r y  30, 1 9 8 1

FILE NO:

TELEPHONE NO:

SUBJEOT: g B 2 0

T h i s  b i l l  w o u l d  p r o v i d e  f o r  a n  e x e m p t i o n  f o r  c o r p o r a t i o n s  
s u b j e c t  to t h e  i n c o m e  t a x  i m p o s e d  by A S  4 3 . 2 0  o f  $ 1 5 0 , 0 0 0 .
T h i s  p r o p o s e d  t o t a l  e x e m p t i o n  f r o m  t a x  w o u l d  r e p l a c e  t h e  

c u r r e n t  s u r t a x  e x e m p t i o n  w h i c h  is c u r r e n t l y  in t h e  law. T h e  
s u r t a x  e x e m p t i o n  s e r v e d  to r e d u c e  t h e  r a t e  o n  t h e  f i r s t  $ 5 0 , 0 0 0  

o f  t a x a b l e  i n c o m e  to 5 . 4 %  w h i l e  a l l  t a x a b l e  i n c o m e  o v e r  $ 5 0 , 0 0 0  
is s u b j e c t  to t h e  f u l l  r a t e  o f  9.4 % .

I n  a t t e m p t i n g  to a s c e r t a i n  t h e  e f f e c t  of t h i s  e x e m p t i o n  I h a v e  
r e v i e w e d  t h e  f i l i n g  i n f o r m a t i o n  f o r  t h e  r e t u r n s  f i l e d  in 1979. 
T h e  i n f o r m a t i o n  f o r  1 9 8 0  is n o t  y e t  a v a i l a b l e ,  h o w e v e r ,  t h e  
d a t a  r e l a t e d  to t h e  n u m b e r  of r e t u r n s  w h i c h  a r e  f i l e d  in t h e  

v a r i o u s  t a x a b l e  i n c o m e  l e v e l s  s h o u l d  r e m a i n  r e l a t i v e l y  
c o n s t a n t .  If t h i s  e x e m p t i o n  w e r e  e n a c t e d  i n t o  law, 9 0 . 2 3 %  of 
t h e  r e t u r n s  w h i c h  r e p o r t e d  t a x a b l e  i n c o m e  w o u l d  be e x e m p t  f r o m  
a n y  tax. T h e  a c t u a l  e f f e c t  o f  t h i s  e x e m p t i o n  w o u l d  be 

t a n t a m o u n t  to a r e p e a l  o f  t h e  t a x  e x c e p t  f o r  t h e  v e r y  l a r g e  
d o m e s t i c  c o r p o r a t i o n s  a n d  t h e  m u l t i s t a t e  c o r p o r a t i o n s  w h i c h  d o  
b u s i n e s s  i n  A l a s k a .

A n y  l e g i s l a t i o n  of t h i s  n a t u r e  c o u l d  c a u s e  s e r i o u s  p r o b l e m s  for 
t h e  S t a t e  in i t ' s  d e f e n s e  of A S  4 3 . 2 1  b e c a u s e  of t h e  f a c t  t h a t  
n e a r l y  100% of d o m e s t i c  c o r p o r a t i o n s  w i l l  be e x e m p t  f r o m  tax, 
t h u s  t h e  o n l y  t a x p a y e r s  w o u l d  be t h e  m u l t i s t a c e  c o r p o r a t i o n s  
w h o  a r e  d o i n g  b u s i n e s s  in A l a s k a .

I t  is r e c o m m e n d e d  t h a t  v e r y  c a r e f u l  r e v i e w  be g i v e n  to a n y  

l e g i s l a t i o n  p r o v i d i n g  e x e m p t i o n s  f r o m  the i m p o s i t i o n  of the 
c o r p o r a t e  i n c o m e  tax.

T0: R. D. S t e v e n s o n
S p e c i a l  A s s i s t a n t

FROM:
G a r y  L J 

D i r e c t o r  
A u d i t  Di

02-001A(Rov.10/79)



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E

FISCAL N O T E

I. R E Q U E S T
Bill/Resolution No. Senate Rill No. 20________________________________________________________

Title_______________________________________________________________________________________________
Requested bv Senate Labor and Commerce_____________________________Date January 22. 1981

II. FISCAL D E T A I L
Agency Affected__________________________ Department of Revenue_____________________________
Program Category Affected_________________ Revenue Collection and Management______________
BRU, Program, or Subprogrum(s) Affected Audit Division_____________________________________
(Note: If more than one budget component is affected, separate line-itcm amounts and funding for each 

component in the analysis section.)

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  81 J FY 02 F Y  83 F Y  04 F Y  35 .FY 86

100 P E R S O N A L  S E R V I C E S 1
200 T R A V F I

300 C O N T R A C T U A L
400 C O M M O D I T I E S

500 F O U I P M F N l
(.00 L A N D  &  S T R U C T U R E S

700 G R A N T S .  CLAIMS. ETC.

T O T A L

Millions F U N L ' N i l  (TtoKXKKts of Dollars)

G E N E R A  1 F U N D (12.2) (14.6) (17.3)
F E D E R A L  F U N D S

O'l H E R  (Specify Fund Source)

POSITIONS

F U L L  T I M E
PARI T I M E
T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

This analysis is based on limited data which is not necessarily a 
representative sample of the data which we do not have. Although in­
complete. tne data is the best that we have to date. For lack of more 
comploce data, it was assumed that the data is a representative sample. 
Preliminary analysis indicates that, when repealing the si rtax exemption 
and exempting the first $150,000 of taxable income, approximately 34 
percent of net corporate income taxes would be eliminated. Tine revenue 
losses would be about $12.2 million in FY82, $14.6 million in FY83 and 
$17.3 million in FY84. Approximately 94 percent of corporate returns 
would be totally exempt from the Alaska income tax. However, other 
taxes such as personal holding company taxes, taxes from recomputing 
prior year investment tax credits and minimum taxes on tax preference items 
would be payable.

IV. O A T H  January 22, 1981________PRF.PARED B Y  Lance Rovig, Economist0_______________
A G E N C Y  Revenue_______________________________________

Original: Legislative Finance P H O N E  465-2390__________________
cc: Budget and Management

Prime Sponsor (First Legislator Named) _

33-001 (Rev. 1 2 / 3 0



ILAj

Official BuBinoBS

^laska j§iate
Senate

Committee on £aSor & Commerce Pouch v 
State Capitol 

Juneau, Alaska 99811

S u m m a r y  - S B  20 b /  S e n a t o r  R o d e y

" A n  A c t  r e l a t i n g  t o  c o r p o r a t e  i n c o m e  t a x e s :  e x e m p t i n g  

a pt r t i o n  o f  t h e  i n c o m e  of a  c o r p o r a t i o n  f r o m  t a x a t i o n  

u n d e r  t h e  A l a s k a  N e t  Income. T a x  A c t  a n d  r e p e a l i n g  t h e  

s u r t a x  e x e m p t i o n  u n d e r  t h a t  A c t ;  a n d  p r o v i d i n g  f o r  a n  

e f f e c t i v e  d a t e . "

- S B  35 b y  S e n a t o r  Z i e g l e r  & B r a d l e y

" A n  A c t  r e l a t i n g  t o  c o r p o r a t i o n  i n c o m e  t a x e s  u n d e r  t h e  

A l a s k a  N e t  I n c o m e  T a x  A c t  a n d  e x e m p t i n g  a p o r t i o n  o f  

t h e  i n c o m e  o f  a  c o r p o r a t i o n  f r o m  t a x a t i o n  u n d e r  t h a t  

A c t ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

F i g u r e s  b a s e d  o n  r e t u r n s  f i l e d  i n  1 9 7 9  w i t h  a s s u m p t i o n  t h a t  1 9 8 0  f i g u r e s  w i l l  

b e  r e l a t i v e l y  t h e  s a m e .  T o t a l  e s t i m a t e d  a m o u n t  c o l l e c t e d  f r o m  c o r p o r a t e  i n c o m e

t a x e s  f o r  1 9 8 1  =  3 5  m i l l i o n  a n d  1 9 8 2  = 3 6  n i l l i o n  d o l l a r s .

SB. 20 — S B  35

E x e m p t i o n  f o r  c o r p o r a t i o n s

f r o m  i n c o m e  t a x  $ 1 5 0 , 0 0 0 . 0 0

E x e m p t i o n  f o r  c o r p o r a t i o n s  

f r o m  i n c o m e  t a x $ 2 5 0 , 0 0 0 .

R e p e a l s  S u r t a x  E x e m p t i o n R e t a i n s  S u r t a x  E x e m p t i o n

R e p e a l s  s e c .  4 3 . 2 0 . 0 3 1  - 

D u p l i c a t e  l a n g u a g e  c o v e r e d  u n d e r  

4 3 . 2 0 . 0 3 3  (b) & <e)

R e p e a l s  s e c .  4 3 . 2 0 . 0 3 1  - 

s a m e  a  S B  2 0

R e t r o a c t i v e  c l a u s e  t o  J a n .  1, 1 9 8 1  

o n  c o r p o r a t e  e x e m p t i o n
R e t r o a c t i v e  c l a u s e  t o  J a n .  

o n  c o r p o r a t e  e x e m p t i o n

1, 1 9 8 1

4 3 . 2 0 . 0 3 1 ( r e p e a l e d  a b o v e )  i s  

r e t r o a c t i v e  t o  J a n .  1, 1 9 8 1
4 3 . 2 0 . 0 3 1  ( r e p e a l e c  a b o v e )  

r e t r o a c t i v e  t o  J a n .  1,
i s

1 9 8 1

E f f e c t i v e  D a t e  Clau-.e - i m m e d i a t e l y E f f e c t i v e  D a t e  C l a u s e  - i m m e d i a t e l y

R e t u r n s  e x e m p t  f r o m  i n c o m e  t a x  9 0 . 2 3 %  
e q u a l  t o  4 , 9 3 6  r e t u r n s

R e t u r n s  e x e m p t  f r o m  i n c o m e  

e q u a l  t o  5 , 0 9 6  r e t u r n s
t a x  9 3 . 1 7

R e p e a l  s u r t a x  e . x e m p t i o n = 3 4 % e l i m i n a t e d R e t a i n  s u r t a x  e x e m p t i o n = 4 5% e l i m i n a t e d

F Y  32 r e v e n u e  l o s s e s  1 2 . 2  M  

F Y  8 3  " 1 4 . 6  .M 

F Y  84 " 1 7 . 3  M

F Y  E 2  reverToe l o s s e s  
F Y  8 3 

F Y  E 4

1 6 . 1  M  

1 9 . 4  M 

2 2 . 9  M

A p p r o x .  9 4 %  c o r p o r a t e  r e t u r n s  e x e m p t A p p r o x .  9 6 %  c o r p o r a t e  r e t u r n s  e x e m p t

r 12'JRES B A S E D  O N  A N N U A L  A M O U N T  O F  5 , 4 7  0 R E T U R N S .................................



   (

SB 20

Se c  1, A S  4 3 . 2 0 . 0 1 1 ( e )  a m e n d s  p e r c e n t a g e  o f  taxes f r o m  5.4 
to 9.4. a n d  r e p e a l s  s u r t a x  of 4.0%. T a x  on a c o r p o r a t i o n  
e n g a g e d  i n  t r a n s p o r t a t i o n  o f  c r u d e  oil or n a t u r a l  gas s hall  
be d e t e r m i n e d  a n d  p a i d  in a c c o r d a n c e  w i t h  A.S. 43.21.

SB 20 ,£)

S e c c i o n  4 3 . 2 0 . 0 3 3  p r o v i d e s  for $ 1 5 0 , 0 0 0  exemption.

SB 35

S e c r i o n  43. 20. 0 3 3 ^ p r o v i d e s  for $ 2 5 0 , 0 0 0  exemption.

SB 20

S e c t i o n  4 3 . 2 0 . 0 3 3  (b) is t h e  s a m e  as S B  35 

SB 20
4 3 . 2 0 . 0 3 3  (c) is t h e  same as SB 35.

SB 20
4 3 . 2 0 . 0 3 3  (d) is t h e  same as SB 35.

4 3 . 2 0 . 0 3 1  is r e p e a l e d  in b o t h  SB 35 a n d  SB 20.

SB 20

S e c t i o n s  1 - 3  r e t r o a c t i v e  1/1/81 a n d  a p p l y  to t a x  y e a r s  b e g i n n i n g  
1 2 / 3 1 / 8 0

SB 35

S e c t i o n s  1-2 r e t r o a c t i v e  1/1/81 a n d  a p p l y  to tax y e a r s  b e g i n n i n g  
1 2/31/30.

I m m e d i a t e  e f f e c t i v e  date s a m e  in b o t h  bills.
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JAYS. HAMMOND, GOVERNOR

POUCH S
JUNEAU. ALASKA 99811 
PHONE: (907) J68-2300

E > E E » A E C T M E 2 N T  C D F  R E V E N U E

om a o' m  cckh:ssi:*-ii

Jamvry 31, 1951

*"~h0 * on or *b 3.0 o o * nlc?i nv 

Chr.irr~n
■"enr̂ c. Lcbor Corr.erce Conndttee 
loon 11° - Caoitol Puxidintf 

June-a, Alrslca

~e: 5e:v‘te ?ill lo. 3^

Dear Sen" tor ' ulcahy:

Senate Pill ”o. 3f>, an Act rel-tir,'* to cor-ovate ir.cor.e taxes -jr.der the 

Alaska :!et Tncone T~:r Act end exenotin~ a -ortion of. the inccrrs of a 
coron: -tion fron t _r tion under that Act, i:~s ir.trodu ed in the Senate 
on Jr.nu ry 1 3 } 1°°! and vns referred to the y .'he labor C'-merce and 

“inance Cor.nitteeo,

Por the consideration of the Senate Labor £-. Conr.erce C o m i t t e e ,  I an 
enclosing conies of ~dsc.nl Dotes prepared by *'r, Gary Jenkins, Director, 
Audit Division and hr. Lance Rovip, Dcononist, D.ese-rch Section of the 

"en-rtncnt o.h R< venue concerning the nraposed legislation.

Sincerely,

P.. It Stevenson 
Snecial Assistant

cc: The Honorable D o n  Dennett 

Are Honorable 1. H. Danln-.,orth 
Co-Chnirmen

Senate finance Connittee

Joseph K. Donohue 
Deputy Cornissioner 
Dennrtnent of Revenue

Gary Jenkins, Director 

Audit Division 
■v-'T'ptrerst o'” P/venue

’ • ,cc "ovis, fcono ant 

esc arch. Section 
"k’nart -e'-.t o4’ ?/ venue

04-D2LH



T H S b L E G I S L A T U R E  O F  T H E  S T A T E  O F ^ A S i l AL E G I S L A T U R E  O F  T H E  S T A T E  O F j|L' 

W  T W E L F T H  L E G I S L A T U R E  9 -

F1SC VI. NOTF.

S e n a t e  B i l l  35
R E Q U E S T
Bill/Resolution No.        _
jjt|e A n  A c t  r e l a t i n g  t o  c o r p o r a t e  .incone t a x e s  u n d e r  A K  N e t  Incor.s T a x  Ac

Reguested bv R» L>. S t e v e n s o n   Date 1/30/ 81~

II. FISCAL DETAIL
Acency Affected D e p a r t m e n t  o f  R e v e n u e

Program Category Affected R e v e n u e  C o l l e c t i o n  A n d  M a n a g e m e n t  

BRU. Program, or Subprogram(s) Affected .Audit D i v i s i o n
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)

FXPI-.N'DITURES (Thousands of Dollars) “ N o n e

F Y  81 F Y  8 2 F Y  8 3 F Y  84 F Y  .85 ,FY 26

'00 P E R S O N  AI S E R V I C E S

200 T R A V E L

300 C O N T R A C T U  AT
400 C O M M O D I T I E S

500 E Q U I P M E N T
600 L A N D  &  S T R U C T U R E S
700 G R A N T S .  CLAIMS. ETC.

T O T A L

F U N D I N G  (Thousands of Dollars) - N o n e

G E N E R A L  F U N D
F E D E R A L  F U N D S

O T H E R  (Snecifv Fund Source)

POSITIONS _ N o n e

E U L  . T I M E
P A R T  T I M E

T E M P O R A R Y

111. A N A L Y S I S  (See Fiscal Note Preparatio Instructions, Section III)

S e e  a t t a c h e d  m e m o r a n d u m  d a t e d  1 / 3 0 / 8 1  t o  Mr. R. D. S t e v e n s o n .

IV. D A T E  J a n u a r y  1, 1 9 8 1

Original: Legislative Finance 
cc: Buduet and Management

Prime Sponsor (First Legislator

P H O N E  _ 

Named)

4 6 5 - 2 3 2 0

33-001 (Rev. 1 2 / 6 0



MEMORANDUM StcFe of Alaska
DATE: J a n u a r y  30, 1 9 8 1

FILE NO;

TELEPHONE NO:

SUBJECT; 3B 3 5

T h i s  b i l l  w o u l d  p r o v i d e  f o r  a n  e x e m p t i o n  o f  $ 2 5 0 , 0 0 0  f o r  

c o r p o r a t i o n s  s u b j e c t  to t h e  i n c o m e  t a x  i m p o s e d  b y  A S  4 3 . 2 0 .

I n  a t t e m p t i n g  t o  a s c e r t a i n  t h e  e f f e c t  o f  t h i s  e x e m p t i o n  I h a v e  

r e v i e w e d  t h e  f i l i n g  i n f o r m a t i o n  f o r  t h e  r e t u r n s  r e c e i v e d  in 
1 9 7 9 .  T h e  i n f o r m a t i o n  f o r  .'.980 is n o t  y e t  a v a i l a b l e ,  h o w e v e r ,  
t h e  d a t a  r e l a t e d  to t h e  n u m b e r  o f  r e t u r n s  w h i c h  a r e  f i l e d  in 

t h e  v a r i o u s  t a x a b l e  i n c o m e  l e v e l s  s h o u l d  r e m a i n  r e l a t i v e l y  
c o n s t a n t .  If t h i s  e x e m p t i o n  w e r e  e n a c t e d  i n t o  law, 9 3 . 1 7 %  of 

t h e  r e t u r n s  w h i c h  L a p o r t e d  t a x a b l e  i n c o m e  w o u l d  be e x e m p t  f r o m  
a n y  tax. T h e  a c t u a l  e f f e c t  of t h i s  e x e m p t i o n  w o u l d  be 

t a n t a m o u n t  to a r e p e a l  o f  t h e  t a x  e x c e p t  f o r  t h e  v e r y  l a r g e  

d o m e s t i c  c o r p o r a t i o n s  a n d  t h e  m u l t i s t a t e  c o r p o r a t i o n s  w h i c h  d o  
b u s i n e s s  i n  A l a s k a .

A n y  l e g i s l a t i o n  o f  t h i s  n a t u r e  c o u l d  c a u s e  s e r i o u s  p r o b l e m s  f o r  

t h e  S t a t e  in i t ' s  d e f e n s e  of A S  4 3 . 2 1  b e c a u s e  o f  t h e  f a c t  t h a t  
n e a r l y  1 0 0 %  of d o m e s t i c  c o r p o r a t i o n s  w i l l  be e x e m p t  f r o m  tax, 

t h u s  t h e  o n l y  t a x p a y e r s  w o u l d  be t h e  m u l t i s t a t e  c o r p o r a t i o n s  
w h o  a r e  d o i n g  b u s i n e s s  in A l a s k a .

It is r e c o m m e n d e d  t h a t  v e r y  c a r e f u l  r e v i e w  be g i v e n  to a n y  
l e g i s l a t i o n  p r o v i d i n g  e x e m p t i o n s  f r o m  t h e  i m p o s i t i o n  of the 
c o r p o r a t e  i n c o m e  tax.

T0 R. D. S t e v e n s o n  

S p e c i a l  A s s i s t a n t

Ci ? - 0 0 1  A [ f > e v .  1 0 / 7 9 )



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

£  T W E L F T H  L E G I S L A T U R E  £

FISCAL N O T E

i. r e q u e ;t
Bill/Resolution No. Senate Bill No. 35 

Title.
Requested b v Senate Labor and Commerce____________________________ Date 9 9 icci

IL FISCAL D E T A I L  DeoerUnent of Revenue
Agency Affected
Program Category Affected_________________ Revenue Collection ana 'enagement

BRU. Program, or Subprogram(s) Affected Audit Division________________________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)

E X P E N D I T U R ES (Thousands of Dollars)

F Y  81 F Y  82 F Y  8 3 F Y  84 F Y  35 . F Y  8 5

.100 P E R S O N A L  S E R V I C E S
:00 T R A V E L

300 C O N T R A C T U A L
400 C O M M O D I T I E S
500 F O U I P M F N T
n00 L A N D  £  S T R U C T U R E S

TOO G R A N T S .  CLAIMS. FTC,

T O T A L

Millions 

F U N D I N G  ('.KrwwiKk of Dollars)

G E N E R A L  F U N D (16.1) (19.4) (22.9)
F E D E R A L  F U N D S

O T H E R  (Snccifv fund Source)

POSITIONS

F U L L  T I M E
P A R T  T I M E
T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

This analysis is based o n  limited data which is not necessarily a represen'ative 

sample of the data which we do not have. Although incomplete, the data is the 

best that w e  have to date. For lack of more complete data, it was assumed that 

the data is a representative sample. Preliminary analysis indicates that/ when 

retaining the surtax exemption and exempting the" first’$250,000 of taxable income, 
approximately 45 percent of net corporate income taxes would be eliminated. Hie 

revenue losses would be about $16.1 million in FY82, $19.4 million in FYS3 and 
$22.9 million in FY84. Approximately 96 percent of corporate returns vould 
be totally exempt from the Alaska income tax. However, other taxes such as 

personal holding company taxes, taxes from recomputing prior year investment tax 
credits and minimum taxes on tax preference items would be payable.

IV D A T E  dsnuary 22, 1981 P R E P A R E D  B Y  Lance Rovig, Economist^

A G E N C Y  Revenue

Original: Legislative Finance P H O N E  465-2390__________________

cc: Bud net and Management
Prime Sponsor (F i r s t  Legislator Named!

7 A - noi (Re-,. 1 2 / B n
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CqgJMITTEE REPORT #  

SENATE

1 / 1 3 / 3 1 FURTHER :  j L c i a r y

Mr. P r e s i d e n t :

T h e  C o m m i t t e e  o n  l ^ B O R  &  C O M M E R C E

r e la t in g  t o  f i l i n g  insurance forms

D a t e :  22 F e b r u a r y ,  1 9 8 1

lias h a d
S B  43

u n d e r  c o n s i d e r a t i o n  a n d  (a m a j o r i t y  o f  t h e  c o m m i t t e e )  ( t h e  c o m m i t t e e )  

r e p o r t s  it b a c k  w i t h  t h e  f o l l o w i n g  r e c o m m e n d a t i o n s :

[ 1 

[ 1 

[ X  1

%
[ ]

[ ]

.j ■ .. w • n* t 

[ ]

d o  p a s s [ ] do n o t  p a s s

d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )
" A n  a c t  r e l a t i n g  t o  f i l i n g  

r e p l a c e  w i t h  C S  f o r - i n s u r a n c e  p o l i c y  f o r m s "
[ X  ] same ti tie 

[ ] new t i t l e

a n d  r e c o m m e n d s

A N D  a t t a c h e s  a " L e t t e r  of I n t e n t - ( ] N e w  F i s c a l  N o t e

r e p o r t s  1 t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

C o m m i  t t e er e f e r r e d  to t h e
' , ■ ', - I A*  •

M E M B E R S  S I G N I N G  
•gO PASS

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S

. 1 / - / y
A-

■ v - ■ • ••■ * v ’■

S 60 (R ev .  12/78)

1 0^
C H A I R M A N



JOrofa jlia te  ^Cegtslatare
Senate

Committee on £a6or & Commerce
Official Business

Pouch V 
State Capitol 

Juneau, Alaska 99811

F e b r u a r y  23, 1981

COMMITTEE MEETING MINUTES

The m e e t i n g  w a s  c a l l e d  to order at 3:05 P.M. by Chairman 
Mulcahy. T h o s e  p r e s e n t  were: S e n ators Hohman, Ziegler,
F a n r e n k a n p  a n d  Rodey.

First on the a g e n d a  was SB *)6 "An Act r e l a t i n g  to registra- \ 
tion of c o n s t r u c t i o n  contractors."

Mr. Daryl C o d y , for the A s s o c i a t i o n  of G e n eral Contrac tors 
t e s t ified  in o p o s i t i o n  to SB *J6, s t a t i n g  that a l t h o u g h  this 
is a c o n f o r m i t y  issue, AGC d o e s  not feel it is imperative.
AGC feels t hat A l a s k a n  contractors s h ould m e e t  t h e  q u a l i f i­
cations and s t a n d a r d s  of our i n u u s t r y ,  and this proposed am- 
m e n d m e n t  o pens the process to i r r e s p o n s i b l e  bidding, slows 
down the b i d ding, a n d  creates con fusion. 'tape r e adin g 026 
to 1551

Mr. J o h n  S c r i b n e r , w i t h  the D e p a r t m e n t  of L a b o r  testified in 
favor o f  SB 46, s t a t i n g  that t h e  p r o p o s e d  c h a n g e s  simplify 
the b i d d i n g  p r o c e s s  and eliminates confus i o n ,  (tape reading 
170 to 2711

Next on the a g e n d a  was SB 50 "An Act r e l a t i n g  to unemployment 
Insurance; a n d  p r o v i d i n g  for a n  e f f e c t i v e  date."

Mr. Art Z l l l l g , w i t h  the Depar t m e n t  of L a b o r  testified  in 
favor of SB 50, e x p l a i n i n g  that subse q u e n t  to d r a f t i n g  the 
origina l bill, F e d e r a l  Government e n a c t e d  l e g i s l a t i o n  which 
r e q u i r e d  S t a t e  compliance. C S S B  50 Include s all the p r o v i­
sions of c o n f o r m i t y  except one In s e c t i o n  3; substitute "and" 
Instead  of "for". Mr. Zillig c o n t i n u e d  by g i v i n g  a section 
by section a n a l y s i s .  (tape r e a d i n g  287 to JI72)

Next on the a g e n d a  was SB ^3 "An Act r e l a t i n g  to Insurance."

C h a i r m a n  M u l c a h y  r e q u e s t e d  a m o t i o n  to m o v e  C S S B  ^3- T h e  m e m ­

b e r s  w e r e  i n  a g r e e m e n t  w i t h  t h i s .

T h e  m e e t i n g  w a s  a d j o u r n e d  by C h a i r m a n  M u l c a h y  at 3 : 3 0  P.M.



a Jlfa ie ^
Senate

Committee on Cz&oz & Commerce
Official Business

Pouch V 
State Capitol 

Juneau, Alaska 99811

C O M M I T T E E  M E E T I N G  M I N U T E S :

C o m m i t t e e  m e e t i n g  h e l d  23 F e b r u a r y ,  1 9 8 1 ;  A l l  c o m m i t t e e  m e m ­

b e r s  p r e s e n t .

S e n .  M u l c a h y  o p e n e d  m e e t i n g  a n d  a d d r e s s e d  S B  46; c a l l e d  f o r  t e s t i m o n y .

M r .  D a r y l  C o d y ' s  t e s t i m o n y  r e f l e c t e d  t h e  p o s i t i o n  o f  A G C ;  e x p r e s s e d  o b ­

j e c t i o n  t o  S B  46. A l t h o u g h  a  c o n f o r m i t y  i s s u e ,  A G C  d o e s  n o t  f e e l  i t  i s  s 
i m p e r a t i v e .  A l a s k a n  c o n t r a c t o r s  s h o u l d  m e e t  t h e  q u a l i f i c a t i o n s  a n d  s t a n ­

d a r d s  o f  o u r  i n d u s t r y ,  a n d  t h i s  p r o p o s e d  a m m e n d m e n t  o p e n s  t h e  p r o c e s s  t o  

i r r e s p o n s i b l e  b i d d i n g ,  s l o w s  d o w n  t h e  b i d d i n g ,  a n d  c r e a t e s  c o n f u s i o n .

M r s .  B r i c e  s u p p o r t e d  t h e  t e s t i m o n y  o f  M r .  C o d y .

J o n  S c r i b n e r  t e s t i f i e d  f o r  D OTPF e x p r e s s i n g  t h e  d e p a r t m e n t s  p o s i t i o n  

t h a t  t h e  p r o p o s e d  c h a n g e s  s i m p l i f y  t h e  b i d d i n g  p r o c e s s ,  r e d u c e  t h e  

n u m b e r  o f  d o c u m e n t s ,  a n d  e l i m i n a t e s  c o n f u s i o n .

S e n  M u l c a h y q u e s L i o n e d  Mr. S c r i b n e r  a b o u t  " o u t s i d e "  c o n t r a c t o r s  h a v i n g  

a c c e s s  to t h e  b i d d i n g  p r o c e s s  and r e c e i v i n g  c o n t r a c t s .

Mr. Scr.ibner r e s p o n d e d  that- a l t h o u g h  t h e  p o s s i b i l i t y  e x i s t s ,  t h a t  h a s n ' t  

b e e n  t h e  c a s e  o n  t h e  F e d e r a l l y  i s s u e d  c o n t r a c t s .

S e n  F a h r e n k a m p  a s k e d  M r .  S c r i b n e r  w h a t  d o c u m e n t s  w o u l d  b e  e l i m i n a t e d ?

M r  S c r i b n e r  r e s p o n d e d  t h a t  t h e  s a m e  d o c u m e n t s  w o u l d  b e  r e q u i r e d ,  h o w­

e v e r  c o n f u s i o n  w o u l d  b e  m i n i m i z e d ,  a n d  w e  w o u l d  h a v e  m o r e  g o o d  b i d d e r s .

S e n  F a h r e n k a m p  a s k e d  w h e t h e r  w e  s h o u l d n ' t  e l i m i n a t e  s o m e  o f  t h e  d o c u m e n t s ?



’ S E N  M u l c a h y  a s k e d  f o r  a d d i t i o n a l  t e s t i m o n y  a n d  w e n t  o ^ ^ t o  C S S B  50.

A r t  Z i l l i g  D e p a r t m e n t  o f  L a b o r ,  g a v e  t e s t i m o n y  o n  C S S B  50, e x p l a i n i n g  

t h a t  s u b s e q u e n t  t o  d r a f t i n g  t h e  o r i g i n a l  b i l l ,  F e d e r a l  G o v e r n m e n t  e n ­

a c t e d  l e g i s l a t i o n  w h i c h  r e q u i r e d  S t a t e  c o m p l i a n c e .  C S S B  50 i n c l u d e s  

?.ll t h e  p r o v i s i o n s  o f  c o n f o r m i t y .  C o n t i n u e d  t e s t i m o n y  b y  g i v i n g  a 

s e c t i o n  b y  s e c t i o n  a n a l y s i s .

S e n  F a h r e n k a m p  a s k e d  q u e s t i o n  a b o u t  s u i t a b l e  w o r k  s e c t i o n  a n d  c o n f o r m i t y .

S e n  Z i e g l e r  a s k e d  a b o u t  f i s c a l  i m p a c t .

S e n  H o h m a n  r e p l i e d  n e g a t i v e  f i s c a l  i m p a c t

S e n  M u l c a h y  c a l l e d  f o r  f u r t h e r  t e s t i m o n y ,  a n d  t h e n  c o n t i n u e d  t o  C S S B  43.

D o n  K o c h  e x p r e s s e d  t h e  p o s i t i o n  o f  t h e  D i v .  o f  I n s u r a n c e ,  a n d  e x p l a i n e d  ✓ 

t h a t  t h e y  w e r e  i n  a g g r e e m e n t  w i t h  t h e  CS.

-  V[----------------------------------------------------

S e n  M u l c a h y  a s k e d  f o r  f u r t h e r  t e s t i m o n y  a n d  t h e  e n t e r t a i n e d  t h e  m o t i o n  

'-o p a s s  t h e  c o m m i t t e e  s u b s t i t u t e .



S u m m a r y  -  S B  4 3  - R u l e s / b y  R e q u e s t

" A n  A c t  r e l a t i n g  t o  f i l i n g  o f  i n s u r a n c e  p o l i c y  f o r m s . "

T h e  a d d i t i o n  o f  s u b s e c t i o n  5 t o  2 1 . 4 2 . 1 3 0  w o u l d  i n s u r e  S t a t e  

c o m p l i a n c e  w i t h  P . L .  9 6 - 2 6 5  w h i c h  c r e a t e s  a c e r t i f i c a t i o n  p r o c e s s  

f o r  c e r t a i n  t y p e s  o f  i n s u r e r s ,  s e t t i n g  n e w  s t a n d a r d s  f o r  m e d i c a r e  

s u p p l e m e n t a l  i n s u r a n c e ,  a n d  i n c l u d i n g  a r e q u i r e m e n t  f o r  p r e m i u m  

b e n e f i t  r a t i o s  i n  m e d i c a r e  s u p p l e m e n t a l  i n s u r a n c e .

Official Business

Committee on £aSor & Commerce Poudl v
State Capitol

. Juneau, Alaska 99811

T h e r e  is a n  a p p a r e n t  f e d e r a l  d e a d l i n e  o f  J u l y  1, 1 9 8 2  b y  w h i c h  

t i m e  S t a t e s  m u s t  a c t  o n  c h e  r e q u i r e m e n t s  c o n c e r n i n g  m e d i c a r e  s u p p l e ­

m e n t a l  i n s u r a n c e .  H o w e v e r ,  f e d e r a l  s u r v e y s  o f  s t a t e  l a w s  b e g i n n i n g  

o n  J u l y  1, 1 9 8 1  w i l l  b e  u s e d  t o  a s s e s s  t h e  n e e d  f o r  f e d e r a l  i n t e r v e n ­

t i o n .  T h e r e f o r e ,  i t  is f e l t  t h a t  t h e  i s s u e  m u s t  b e  d e a l t  w i t h  i m m e d i ­

a t e l y  t o  a v o i d  s u c h  i n t e r v e n t i o n .

T h e  F e d e r a l  L a w  - P . L .  2 6 5  - i s  t h e  S o c i a l  S e c u r i t y  A c t  a d o p t e d

b y  t h e  9 6 t h  C o n g r e s s .  T h e  'B a u c u s  A m e n d m e n t '  o f  t h e  A c t  r e q u i r e d  t h a t

s t a t e s  c o m p l y  i n  t w o  a r e a s  c o n c e r n i n g  m e d i c a r e  s u p p l e m e n t a l  i n s u r a n c e :

•1. S t a t e s  s h a l l  a d o p t  m i n i m u m  s t a n d a r d s  o f  c o v e r a g e  f o r  m e d i c a r e  

s u p p l e m e n t a l  p o l i c i e s .

T h e r e  is s u f f i c i e n t  s t a t u t o r y  a u t h o r i t y  t o  c o m p l y  w i t h  t h i s  r e q u i r e m e n t

u n d e r  2 1 . 4 2 . 1 2 0 ,  F i l i n g  o f  F o r m s .

2. S t a t e s  m u s t  e n f o r c e  c o s t / b e n e f i t  r a t i o  r e g u l a t i o n s .

I t  i s  f e l t ,  b y  t h e  D i v .  o f  I n s u r a n c e ,  t h a t  S B  43, w i t h  t h e  a d d i t i o n  o f

s u b s e c t i o n  5, w i l l  c o m p l y  w i t h  t h e  f e d e r a l  r e q u i r e m e n t s .

F i s c a l  I m p a c t  - 0



F e b r u a r y  9', 1981

S e n a t e  L a b o r  5 C o m m e r c e  C o m m i t t e e  M e e t i n g3
T h e  m e e t i n g  w a s  c a l l e d  to o r d e r  at 3 : 1 0  P . M .  by C h a i r m a n  

M u l c a h y .  T h o s e  p r e s e n t  w e r e :  S e n a t o r s  llohman, Z i e g l e r
Fah r c n k a  m p a n d  R o d e y  .

F i r s t  on t h e  a g e n d a  w a s  SB 19 "An Act r e l a t i n g  to t h e  leg a l  
r a t e  ot' i n t e r e s t ;  a n d  p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

C h a i r m a n  M u l c a h y  m e n t i o n e d  t h a t  a line o f  c r e d i t  f u n d s  s h o u l d  
be a m a t t e r  o f  s e p a r a t e  l e g i s l a t i o n .

Mr. D o n  R h o a d e s ,  P r e s i d e n t  o f  " c o p i e s  B a n k  ir. A n c h o r a g c ,  tes 
t i f i ed on S B  19, c i t i n g  the Belt § D a n i e l s  r e p o r t ,  i9 S 0 F e d -~  

ora 1 D e r e g u l a t i o n  A c t ,  as to i r p a c t  on b a n k s  t a p e  r e a d i n g  038 
t o 1 5 0) .

Mr. R h o a d e s  s t a t e d  t h a t  F e d e r a l  r e g u l a t i o n s  p r e - e m p t  s t a t e  
u s u r y  laws at $ 2 5 , 0 0 0 .

S e n a t o r  R o d e y  s t a t e d  that p r e -  
A p r i l  1, 1 9 8 3 ;  we a r e  t a k i n g  o 
s c h e m e  a n d  d e v e l o p i n g  o u r  o w n  
u 1 a t i o n a l i o  w s us to do it. ii 

A l a s k a  F r o m  the r:•:-1 c r a 1 Act ar.
S e n a t o r  R o d  tv m o v e d  to a m e n d  S 
in li n e  17, p a g e  1 o f  .IB 19 to 
j e c t i o n s .

SB 19 w a s  p a s s e d  out of C o m m i t t e e  w i t h  " D o  F o s s "  r e c o m m e n d a t i o n s .

n p t i o n  for $ 2 5 , 0 0 0  will a p p 1y 

r s e l v e s  f r o m  w i t h i n  a F e d e r a l  
s u r y s t a t u t e .  B a n k i n g  d e r e g - 

a r e  e x e m p t i n g  t h e  S t a t e  of 
w i s h  to set cur o w n  u s u r y  rate.
19 by d e ’e t i n :  t h e  f i g u r e  $ 1 0 0 , 0 0 0  

r e a d  $ 2 5 , 0 0 0 .  T h e r e  w e r e  no ob-

N'ext on t h e  a g e n d a  w a s  SB 13 n A c t  r e l a t i n g  to f i l i n g  i n s u r -  
an ee  p o l i c y  f o r m s . "



p a g e  2

S e n a t e  L 6 C C o m m i t t e e  M e e t i n g  
F e b r u a r y  9, 19S1

Mr. D o n  K o c h ,  A l a s k a  D i v i s i o n  of I n s u r a n c e  t e s t i f i e d  on SB M3.

He s t a t e d  t h a t  the D i v i s i o n  o f  I n s u r a n c e  a s k  t h r o u g h  the G o v e r n o r
to r e s p o n d  to F e d e r a l  l e g i s l a t i o n  w h i c h  w i l l  p u t  t h e  F e d e r a l

G o v e r n m e n t  in a p o s i t i o n  to r e g u l a t e  m e d i c a r e  s u p p l e m e n t  i n s u r ­

a n c e ,  u n l e s s  t h e  S t a t e  of A l a s k a  t a k e s  c e r t a i n  a c t i o n s :

1.) A d o p t  m i n i m u m  s t a n d a r d s  for m e d i c a r e  s u p p l e m e n t a l
p o l i c i e s .

2.) I m p l e m e n t  loss r a t i o  r e g u l a t i o n  to e x a m i n e  r e l a t i o n ­
sh i p s  of b e n e f i t s  to c o s t  - P u b l i c  Law 9 6 - 2 6 3  e f f e c ­
tiv e  J u l y  1 , 1 9 S 2. ( t a p e  r e a d i n g  32 2 to 546)

M i k e  T h o m a s ,  l o b b y i s t  for the A m e r i c a n  C o u n c i l  of L i f e  I n s u r a n c e  
t e s t i f i e d  on SB 43. lie fe l t  th a t  the F e d e r a l  r e g u l a t i o n s  a r e  
not n e c e s s a r i l y  r e f l e c t i v e  in SB 43. He a l s o  f e l t  t h e r e  w e r e  
t w o  p r o b l e m s  w i t h  t h e  b i l l :

1.) It g i v e s  the D i v i s i o n  t h e  a u t h o r i t y  to set and a p p r o v e  

r e g u l a t i o n s  in all p h a s e s  of i n s u r a n c e .

2.) T h i s  bill m a y  not g i v e  e n o u g h  a u t h o r i t y  t < m e e t  r e ­
q u i r e m e n t s .  P r e s e n t  s t a t u t e s  do not g i v e  a u t h o r i t i e s ,  
(tap e r e a d i n g  5 5 0 t. o 6 4 D )

C h a i r m a n  M u l c a h y  felt th a t  f u r t h e r  s t a f f  r e s e a r c h  is 'ceded.

T h e  m e e t i n g  w a s  a d j o u r n e d  by M u l c a h y  at 3 : 4 0  P.M.



DEPARTMENT OF COMMERCE & /
ECOSOM I C DEVELOPMEIHT I POUCH D

OFFICE OF THE CO At ttSSKJKER I JUNEAU. ALASKA 99811
POUCH D
JUNEAU. ALASKA 99811 
Phone: 465 -2500

I

February 10, 1S81

Honorable Bob Mulcahy, Chairman 

Senate Labor and Commerce Committee 

Pouch V
Juneau, Alaska 99811 

Dear Senator Mulcahy:

On Monday, February 9, 1981, Don Koch of this department appeared 

before your committee in support of SB 43. A representative of the 

Health Insurance Association of America (HIAA) also appeared and 

presented that association's views on SB 43 which were partly in 

conflict with Mr. Koch's testimony and position. Your committee 

suggested that it would be appropriate for this department and 

HIAA to attempt a compromise solution to conflicts.

With the assistance of Mr. Mike Thomas, HIAA's representative, we 
have worked out a resolution of our differences and ask that you 

offer the enclosed revision as a substitute to SB 43. It accom­

plishes the desires of this department in a manner acceptable to 
HIAA. We sincerely appreciate the reception that you and your 

committee have given this proposal.

Re: Senate Bill 43

‘Charles R. Webber 

Commissioner

CRW/val21G7 

Enclosure

0S-H2LH



* Section 1. AS21.42.130 is amended by adding a new subsection to

read

(5) provides benefits which are unreasonable in relation to 

the premium charge, but this subsection shall not apply to life insurance, 

annuities or group disability insurance.

* Section 2. AS 21.84.590 is amended by adding a new subsection to 

read:

(10) AS 21.89.050

* Section 3. AS 21.87.340(16) is amended to read:

(16) AS 21.89.040 and AS 21.89.050

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

AS 21.89.050. Medicare Supplement Insurance. The director shall 

from time to time adopt regulations necessary to comply with the 

requirements of Section 507(a) of Public Law 96-265 enacted by the 

Congress of the United States, and of any amendments to that section 

and of any federal regulations pertaining to that section, in order 

that this state shall retain its full authority to regulate minimum 

standards for medicare supplement insurance.
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R O B E R T  B B A K E R

l E R C y  j  b a r k e r  
L G  B E R R Y  

C.  R  R I C H  
V/M. R O N A L D  H U L E N  

C AR _  W. W I N N E R

A N C H O R A G E  O F F I C E  
e o i  w e s "  f i f t h  s u i t e  s *o  

i . A S K A  M U T U A L  b a n k  B L D G -  

P O S T  O r F I C C  B O X  C 7 9  

A N C H O R A G E .  A L A S K A  5 9 5  10 

P H O N E  1 9 0 7  2 7 7 - 6 6 9 3  

CAB^E ROM£A 
T E . E X  0 9 0 - 2 6 - t e e

T h e  H o n o r a b l e  R o b e r t  M u l c a h y
C h a i r ,  S e n a t e  C o m m e r c e  & L a b o r  C o m m i t t e e

A l a s k a  S t a t e  S e n a t e
P o u c h  "V", M a i l  S t o p  3 1 0 0

J u n e a u ,  A l a s k a  9 9 8 1 1

Re: S e n a t e  B i l l  43

D e a r  S e n a t o r  M u l c a h y :

I h a v e  r e v i e w e l  C o m m i s s i o n e r  W e b b e r ' s  l e t t e r  

o f  F e b r u a r y  10, 1 9 8 1 ,  a n d  t h e  e n c l o s e d  p r o p o s a l  f o r  a 

c o m m i t t e e  s u b s t i t u t e .  T h e  p r o p o s e d  l a n g u a g e  w i l l ,  v:e 

b e l i e v e ,  a d e q u a t e l y  a n d  a p p r o p r i a t e l y  d e a l  w i t h  t h e  

d i r e c t o r ' s  c o n c e r n s ,  a n d  w e  u r g e  i t s  a d o p t i o n .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o n  t h i s  b i l l .

V e r y  t r u l y  y o u r s ,

R O B E R T S O N ,  M O N A Q L E ^  E A S T A U G H  & 3 R A D L E Y

, f
H y f  h  

1 ' 0 , 1/ I 4/1
j T. i T h o m a s ' 1^  
I

M T T / d h



Official Business Juneau, Alaska 99811

M E M O R A N D U M

TO: S e n a t e  L a b o r  & C o m m e r c e  D A T E :  F e b r u a r y  5, 1 9 8 1

C o m m i t t e e  M e m b e r s

F R O M :  S e n a t o r  M u l c a h y ,  C h a i r m a n

RE: R e s e a r c h  / S B  43

T h e  a t t a c h e d  m e m o r a n d u m s  a r e  t h e  r e s u l t  o f  a r e q u e s t  o f  t h e  

L e g i s l a t i v e  A f f a i r s  A g e n c y  f o r  a l e g a l  o p i n i o n  r e g a r d i n g  S B  43 

i n  i t s  c o m p l i a n c e  w i t h  P.L. 9 6 - 2 6 5 .

T h e  s e c o n d  m e m o  is p o s s i b l e  a l t e r n a t e  l a n g u a g e  a n d  p l a c e m e n t  

f o r  t h e  i n t e n t  o f  S B  43; a l s o  p r e p a r e d  b y  L . A . A .
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S U B J ECT: F iling I n s u r a n c e  P o l i c v  Forms - SB 43
(Work O r d e r  Mo. 12-0479)

TO: _ Senate Labor a n d  C o m m e r c e  C o m m i t t e e
ATTN: Linda O t e v

FROM: Linn H. Asper
L e g i s l a t i v e  Counsel

You h a v e  a s k e d  if SB 43 as drafted, if enacted, w i l l  insure 
state c o m p l i a n c e  w i t h  P.L. 9 6-265 (42 U.S.C. Sec. 1395ss) 
and p r e v e n t  fede ral i n t e r v e n t i o n  to r e g u l a t e  m e d i c a r e  
s u p p l e m e n t a l  i n s u r a n c e  pol icies.

P.L. 9 6 - 2 6 5  creates a c e r t i f i c a t i o n  process for c e r t a i n  types 
of i n s u r e r s ,  s e t t i n g  n e w  stand a r d s  for m e d i c a r e  s u p p l e m e n t a l  
in s u r a n c e ,  i n c l u d i n g  a r e q u i r e m e n t  that s u c h  policies  must 
b e  d e s i g n e d  to pay o u t  at l e a s t  75 p e r c e n t  of p r e m i u m s  
c o l l e c t e d  in b e n e f i t s .  [42 U.S.C. Sec. 1 3 9 5 s s ( c ) (2)]. This 
is a f e d e r a l  r e q u i r e m e n t  not d i r e c t l y  r e l a t e d  to state 
i n s u r a n c e  laws, but if a s t a t e  has not c r e a t e d  r e q u i r e m e n t s  
s i m i l a r  or i d e n t i c a l  to the f e d e r a l  requ irements b y  Ju ly 1, 
1982, t h e  f e d e r a l  c e r t i f i c a t i o n  w i l l  come into play, 
s u p e r s e d i n g  s t a t e  r e g u l a t i o n  i n  t h i s  area. The S t a t e  of 
A l a s k a  f a v o r s  state r a t h e r  t h a n  federal r e g u l a t i o n  of the 
i n s u r a n c e  i n d u s c r y  in A la ska and t h u s  w i s h e s  to o b t a i n  
l e g i s l a t i v e  a u t h o r i t y  to contro l p r e m i u m - b e n a f i t  ratios by 
e n a c t m e n t  of SB 43.

T h e  D i v i s i o n  of I n s u r a n c e  has s t a t e d  that the federal d e a dline
o f  J u l y  1, 1 9 8 2  is m i s l e a d i n g  in t h a t  there is to be a federal
s u r v e y  o f  s t a t e  laws e x i s t i n g  on J u l y  1st of this year w h i c h
will be u s e d  to assess the n e e d  for federal intervention.
T h e  D i v i s i o n  b e l i e v e s  that changes in s t a t e  law w h i c h  b e c o m e  
e f f e c t i v e  b e f o r e  J u l y  1, 1982, but after J u l y  1st of this 
year w i l l  not p r event the federal i n t e r v e n t i o n  w h i c h  they 
seek to avoid. If the D i v i s i o n  is correct, ar.;’ I have no
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: a s o n  to doubt t h e m  on this, t h e n  t h e y  do n e e d  a u t h o r i z i n g
'.gislation d uring this s e s s i o n  to allo w t h e m  to m a k e  

r e g u l a t i o n s  b e f o r e  J u l y  1st of this year to av oid f e d er al 
i n t e r v e n t i o n .

It a p p e a r s  that S3 43 w i l l  g i v e  t h e  D i v i s i o n  of I n s u r a n c e  
t he a u t h o r i t y  it needs to a v o i d  th e threat o f  f e d e r a l  
i n t e r v e n t i o n  as to m e d i c a i d  s u p p l e m e n t a l  in surance. It 
s h o u l d  be n o t ed that the b i l l  as w r i t t e n  w o u l d  a l l o w  
r e m u l a tion of p r e m i u m - b e n e f it ratios in all i n s u r a n c e  
p o l i cies w r i t t e n  in the s t a t e , not .just m e d i c a i d  s u p p l e­
me n t a l  i n s u rance. Th is b r o a d  a u t h ority m a y  b e  d e s i r a b l e  but 
it is not r e q u i r e d  b y  the n e w  federal law. I also h a v e  some 
d i f f i c u l t y  w i t h  the p l a c e m e n t  of the n e w  law in AS 21.42.130, 
w h i c h  has to do with i n s u r a n c e  p o l i c y  format, not s u b s t a n t i v e  
r e g u l a t i o n  of i n s u r a n c e  r a t e s .  It might b e t t e r  b e  p l a c e d  in 
AS 21.89 M I S C E L L A N E O U S  P R OVISIONS , but its p l a c e m e n t  in 
AS 2 1 ; 4 2 . 1 3 0  w i l l  not i n v a l i d a t e  the law.

To s ummari ze, SB 43 will h a v e  the effect of s u p p l a n t i n g  federal 
c e r t i f i c a t i o n  p r o c e d u r e s  i n  the a r e a  of p r e m i u m - b e n e f i t  rati os 
in m e d i c a i d  s u p p l e m e n t a l  insur ance, if e n a c t e d  this session.
I t goes b e y o n d _ m e d i c a i d  s u p p l e m ental i n s u r a n c e, and, in fact_. 
g i v e s the " D i v i s i o n  of_"Insurance p ower to set p r e m i u m - h e n e f i t 
r a t i o s  for all i n s u r a nce, p o licies^

L H A :j dn
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SUBJECT: P o s s i b l e  a l t e rn ate langu a g e  for SB 43
(Work O r d e r  No. 12-0479)

TO: S enate L a b o r  a n d  Commerce C o m m i t t e e
Attn: L i n d a  Otev, A.A.

FROM: Linn H. Asper
L e g i s l a t i v e  Counsel

In c o n n e c t i o n  w i t h  m y  m e m o r a n d u m  of J a n u a r y  28th o n  SB 43, I 
h a v e  p r e p a r e d  the f o l l o w i n g  a l t e r n a t e  l a n g u a g e  for SB 43 to 
limit the b i l l  tc m e d i c a i d  s u p p l e m e n t a l  i nsura n c e .  As n o t e d  
in the m e m o r a n d u m ,  I w o u l d  p l a c e  the nov/ l a n g u a g e  in AS 21.89,
as follows:

AS 21.89 is a m e n d e d  by adding a new s e c t i o n  to read:

Sec. 2 1 . 3 9 . G 60. M E D I C A I D  S U P P L E M E N T A L  INSURANCE. A 
m e d i c a i d  s u p p l e m e n t a l  i n s u r a n c e  p o l i c y  may n o t  be i s s u e d  
u n les s it p r o v i d e s  b e n e f i t s  w h i c h  are r e a s o n a b l y  r e l a t e d  
to the p r e m i u m s  charged, based on g u i d e l i n e s  as set out 
in r e g u l a t i o n s  to be a d o pted b y  the d irector. In this 
s e c t i o n  " m e d i c a i d  s u p p l e m e n t a l  i n s u r a n c e  p o l i c y "  means 
a h e a l t h  i n s u r a n c e  p o l i c y  or h e a l t h  b e n e f i t  p l a n  o f f e r e d  
b y  a p r i v a t e  e n t i t y  to i n d i v i d u a l s  e l i g i b l e  for m e d i c a i d  
benefits, to p r o v i d e  r e i m b u r s e m e n t  for m e d i c a l  expenses 
not c o v e r e d  by the m e d i c a i d  program.

L H A : l j b



Chapter 89. Miscellaneous Provisions.

" ‘ - Settlements. A settlement made under a motor
.• ‘ ‘ .lty *nsui'ance policy o f a claim against an insured aris-

Policy from  an accident or other event insured 
' •ii"lR'"!" e to or cl e-'truc :l° n property owned by another

"  ‘ not I30 construed as c.n admission o f liability by the
insured, or the insure :’;  recognition o f :hat liability, with resp_ 
to any other claim ari -’ -.g from  the same accident or event. 71 
settlement shall be irac’missable in evider.ee in any legal action ,• 
] ch 123 SLA 19G6)

I.vnhl.V.ivo lo in m itU t r<. r t.— For 123. ?".A  1PCG, toe House J:--.
■ : ’ tr. ch. (!: UC page 811.
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The H o n o r a b l e  Roc e r a  M u l c a h y  
C h a i r ,  S e n a t e  C o n n e r e e  & L a b o r  

A l a s k a  S t a t e  S e n a  re 

P o u c h  "V", M a i l  S t o p  3 1 0 0  

J u n e a u ,  A l a s k a  9 9 3 1 1

C o m m i t t e e

R e : S B  43

D e a r  S e n a t o r  M u l c a h y :

S B  4 3  h a s  b e e n  i n t r o d u c e d  a t  t h e  r e q u e s t  o f  t h e  

G o v e r n o r  b e c a u s e  o f  F e d e r a l  L e g i s l a t i o n  k n o w n  a s  t h ^  B a u c u s  

Amandntent, w h i c h  b e c a m e  p a r t  o f  P L  9 6 - 2 6 5 ,  t h e  1 9 8 0  S o c i a l  
S-. r u r i t y  A m e n d m e n t  L/aw. T h e  A m e n d m e n t  e s t a b l i s h e s  m i n i m u m  

f e d e r a l  r e q u i r e m e n t s  f o r  t h e  r e g u l a t i o n  o f  i n d i v i d u a l  

m e d i c a r e  s u p p l e m e n t  p o l i c i e s ,  a n d  f o r  s o m e  g r o u p  m e d i c a r e  
s u p p l e m e n t  p o l i c i e s .  T h e  A m e n d m e n t  r e q u i r e s  t h a t  t h e  

f e d e r a l  g o v e r n m e n t  r e g u l a t e  a n y  s u c h  m e d i c a r e  s u p p l e m e n t s  i n  
a s t a t e  t h a t  i s  f o u n d  b y  t h e  S u p p l e m e n t a l  H e a l t h  I n s u r a n c e  

P a n e l  e s t a b l i s h e d  u n d e r  P L  9 6 - 2 6 5  n o t  t o  b e  e x p e c t e d  t o  h a v e  

e s t a b l i s h e d  b y  J u l y  1, 1 9 8 2  a n  a p p r o v e d  s t a t e  r e g u l a t o r y  

p r o g r a m  m e e t i n g  t h e  s t a n d a r d s  o f  t h e  s t a t u t e .  T h e  D i v i s i o n  
o f  I n s u r a n c e  b e l i e v e s  c h a t  S B  43 g i v e s  t h e m  t h e  o n l y  a u t h­

o r i t y  t h a t  t h e y  n e e d  t o  h a v e  u n d e r  t h e  B a u c u s  A m e n d m e n t  
w h i c h  t h e y  d o  n o t  p r e s e n t l y  h a v e :  t h e  p o w e r  t o  d i s a p p r o v e

p o L i c y  f o r m s  i f  b e n e f i t s  a r e  net f o u n d  t o  b e  r e a s o n a b l y  
r e l a t e d  t o  p r e m i u m s .

T h i s  l e t t e r  is w r i t t e n  o n  b e h a l f  o f  t h e  A m e r i c a n  

C o u n c i l  o f  L i f e  I n s u r a n c e ,  a n d  i t s  s i s t e r  t r a d e  a s s o c i a t i o n ,

thv M e  a 1th I n s u r a n c e  A s s o c i a t i o n  o f  A m e r i c a .  T n e  C o u n c i l  

b e l i e v e s  t h a t  S B  43, i n  i t s  p r e s e n t  for m ,  d o e s  t h i n g s  w h i c h  

a r e  n o t  r e q u i r e d  b y  t h e  B a u c u s  A m e n d m e n t  a n d  a r e  s e r i o u s l y  

'j e c t i o n a b l e . W e  a l s o  b e l i e v e  t h a t  c h e  b i l l  d o e s  n o t  i n

s u p p l y  a l l  o f  t h e  a u t h o r i t y ,  t h e  A l a s k a  D i v i s i o n  o f  
•ance l a c k s  t o  a d o p t  r e g u l a t i o n s  c o m p l e t e l y  c o m p l y i n g

■*e B a u c u s  A m e n d m e n t .
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T h e  H o n o r a b l e  R o b e  r c  M u l c a h y
C h a i r ,  S e n a t e  C o m m e r c e  & L a b o r  C o m m i t t e e

A l a s k a  s t a t e  S e n a  re

P o u c h  "V", M a i l  S c o p  3 1 0 0

J u n e a u ,  A l a s k a  9 9 3 1 1

S B  4 3  h a s  b e e n  i n t r o d u c e d  a t  t h e  r e q u e s t  o f  t h e

G o v e r n o r  b e c a u s e  o f  F e d e r a l  L e g i s l a t i o n  k n o w n  a s  t h e  B a u c u s  

A m e n d m e n t ,  w h i c h  b e c a m e  p a r t  o f  P L  9 6 - 2 6 5 ,  t h e  1 9 8 0  S o c i a l  
S e c u r i t y  A m e n d m e n t  La w .  T h e  A m e n d m e n t  e s t a b l i s h e s  m i n i m u m  
f e d e r a l  r e q u i r e m e n t s  f o r  t h e  r e g u l a t i o n  o f  i n d i v i d u a l  

m e d i c a r e  s u p p l e m e n t  p o l i c i e s ,  a n d  f o r  s o m e  g r o u p  m e d i c a r e  
s u p p l e m e n t  p o l i c i e s .  T h e  A m e n d m e n t  r e q u i r e s  t h a t  t h e  

f e d e r a l  g o v e r n m e n t  r e g u l a t e  a n y  s u c h  m e d i c a r e  s u p p l e m e n t s  i n  
a s t a t e  t h a t  i s  f o u n d  b y  t h e  S u p p l e m e n t a l  H e a l t h  I n s u r a n c e  

P a n e l  e s t a b l i s h e d  u n d e r  P L  9 6 - 2 6 5  n o t  t o  b e  e x p e c t e d  t o  h a v e  

e s t a b l i s h e d  b y  J u l y  1, 1 9 8 2  a n  a p p r o v e d  s t a t e  r e g u l a t o r y  

p r o g r a m  m e e t i n g  t h e  s t a n d a r d s  of t h e  s t a t u t e .  T h e  D i v i s i o n  
o f  I n s u r a n c e  b e l i e v e s  t h a t  S B  43 g i v e s  t h e m  t h e  o n l y  a u t h­

o r i t y  c h a t  t h e y  n e e d  t o  have- u n d e r  t h e  B a u c u s  A m e n d m e n t  
w h i c h  c h e y  d o  n o t  p r e s e n t l y  h a v e :  t h e  p o w e r  t o  d i s a p p r o v e

p o l i c y  f o r m s  i f  b e n e f i t s  a r e  not f o u n d  t o  b e  r e a s o n a b l y  
r e l a t e d  t o  p r e m i u m s .

T h i s  l e t t e r  is w r i t t e n  o n  b e h a l f  o f  t h e  A m e r i c a n

C o u n c i l  o f  L i f e  I n s u r a n c e ,  a n d  i t s  s i s t e r  t r a d e  a s s o c i a t i o n ,

t h e  H e a l t h  I n s u r a n c e  A s s o c i a t i o n  o f  A m e r i c a .  'Hie C o u n c i l

b e l i e v e s  c h a t  S B  43, in i t s  p r e s e n t  f o rm, d o e s  t h i n g s  w h i c h

a r e  n o t  r e q u i r e d  b y  t h e  B a u c u s  A m e n d m e n t  a n d  a r e  s e r i o u s l y

o b j e c t i o n a b l e .  We a l s o  b e l i e v e  t h a t  t h e  b i l l  d o e s  n o t  i n

f a c t  s u p p l y  a l l  o f  c h e  a u t h o r i t y  t h e  A l a s k a  D i v i s i o n  o f  
I n s u r a n c e  l a c k s  t o  a d o p t  r e g u l a t i o n s  c o m p l e t e l y  c o m p l y i n g

w i t h  t h e  B a u c u s  A m e n d m e n t .

R e : S B  43

L e a r  S e n a t o r  M u l c a h



T n a  H o n o r a b l e  R o b e r t  M u l c a h y  F e b r u a r y  5, 1 9 8 1
P a g e  T w o

In g e n e r a l ,  B a u c u s  c a l l s  f o r  a r e g u l a t o r y  p r o g r a m  

t o  r e q u i r e  i n s u r a n c e  p o l i c i e s  a n d  B l u e  C r o s s / B l u e  S h i e l d  
P l a n  m e d i c a r e  s u p p l e m e n t s  t o  m e e t  m i n i m u m  s t a n d a r d s  o f  a n  

N A I C  1 9 7 9  M o d e l  A c t  a n d  R e g u l a t i o n ,  a n d  t o  m e e t  m i n i m u m  l o s s  
r a c i o  s t a n d a r d s .  T h e  N A I C  1 9 7 9  M o d e l s  g e n e r a l l y  e s t a b l i s h  

m i n i m u m  s t a n d a r d s  f o r  p o l i c y  b e n e f i t s  a n d  p r o v i s i o n s ,  p r o ­
h i b i t  c e r t a i n  t y p e s  o f  p o l i c y  p r o v i s i o n s ,  h a v e  s o m e  d i s­

c l o s u r e  r e q u i r e m e n t s ,  a n d  r e q u i r e  t h e  i n s u r e r  t o  f u r n i s h  a 
p r e s c r i b e d  n o t i c e  w h e n  i t s  p o l i c y  r e p l a c e s  a n o t h e r  p o l i c y .

T h e  N A I C ,  w i t h  H I A A  i n p u t ,  r e v i s e d  i t s  M o d e l  A c t  

a n d  R e g u l a t i o n  i n  D e c e m b e r  1 9 8 0 ,  t o  p r o d u c e  w h a t  w e  h o p e  is 

a r e g u l a t o r y  p l a n  t h a t  m e e t s  t h e  B a u c u s  r e q u i r e m e n t s .  
U n f o r t u n a t e l y ,  B a u c u s  c o n t a i n s  s o m e  a m b i g u i t i e s  w h i c h  a r e  
n o t  y e t  r e s o l v e d ,  a n d  t h e  f e d e r a l  r e g u l a t i o n s  h a v e  n o t  y e t  

b e e n  i s s u e d .  T h e  e n c l o s e d  c o p i e s  o f  t h e  r e v i s e d  N A I C  M o d e l  

A c t  a n d  R e g u l a t i o n  h a v e  b e e n  m a r k e d  b y  h a n d  t o  c o r r e c t  s o m e  

e r r o r s .  M o s t  s t a t e s  w i l l  p r o b a b l y  a d o p t  b o t h  t h e  A c t  a n d  
t h e  R e g u l a t i o n  i n  t h i s  form.

T h e  I n s u r a n c e  D i v i s i o n  b e l i e v e s  t h a t  u n d e r  A S  

2 1 . 4 2 . 1 3 0 ( 2 ) ,  r e q u i r i n g  t h e  D i v i s i o n  t o  d i s a p p r o v e  a p o l i c y  
f o r m  i f  it c o n t a i n s  a " m i s l e a d i n g  c l a u s e , "  o r  a n  " e x c e p t i o n  

o r  c o n d i t i o n  w h i c h  d e c e p t i v e l y  a f f e c t s  the' r i s k  p u r p o r t e d  t o  
b e  a s s u m e d  i n  t h e  g e n e r a l  c o v e r a g e  o f  t h e  c o n t r a c t , " t h e y  

c a n  d i s a p p r o v e  a n y  p o l i c y  f o r m  t h a t  p u r p o r t s  t o  b e  a m e d i ­
c a r e  s u p p l e m e n t  i f  i t  d o e s  n o t  m e e t  t h e  r e q u i r e m e n t s  o f  t h e  

r e g u l a t i o n  t h e y  e x p e c t  t o  a d o p t  o n  m e d i c a r e  s u p p l e m e n t s .

We d i s a g r e e  w i t h  t h e  D i v i s i o n ' s  a p p r o a c h  b e c a u s e  
t h e  D i v i s i o n  h a s  n o t  b e e n  g i v - n  s t a t u t o r y  a u t h o r i t y  t o  

e s t a b l i s h  m i n i m u m  s t a n d a r d s  f o r  m e d i c a r e  s u p p l e m e n t s ;  t h a t  

is, t h e y  m a y  n o t  e s t a b l i s h  m i n i m u m  b e n e f i t s  o r  r e q u i r e d  a n d  
p r o h i b i t e d  p r o v i s i o n s .  T h e  A m e n d m e n t  a l s o  w o u l d  a p p e a r  t o  

u s  t o  b e  i n a d e q u a t e  b e c a u s e  s o m e  o f  t h e  B a u c u s  r e q u i r e m e n t s  
h a v e  n o t h i n g  t o  d o  w i t h  t h e  a p p r o v a l  o r  d i s a p p r o v a l  o f  a 

p o l i c y  f o r m  u n d e r  A S  2 1 . 4 2 . 1 3 0 .  W h a t  w e  a r e  m o s t  c o n c e r n e d  
a b o u t  i s  t h a t  it m a y  b e  d e c i d e d  a t  t h e  f e d e r a l  l e v e l  t h a t  

t h e  I n s u r a n c e  D i v i s i o n  d i d  n o t  h a v e  t h e  a u t h o r i t y  t o  a d o p t  
t h e  r e g u l a t i o n ,  a n d  t h a t  t h e r e f o r e  t h e  s t a t e  is n o t  i n  

c o m p l i a n e e  w i t h  B a u c u s .

I r o n i c a l l y ,  w h i l e  t h e  p r e s e n t  b i l l  m a y  i n c l u d e  t o e  

l i t t l e  t o  s a t i s f y  t h e  r e q u i r e m e n t s  o f  t h e  B a u c u s  A m e n d m e n t ,  

it a l s o  i n c l u d e s  i n  o t h e r  w a y s  m u c h  m o r e  t h a n  is n e e d e d  t o  
r e s p o n d  t o  B a u c u s ,  a n d  w e  a r e  c o n c e r n e d  a b o u t  t h i s  o v e r ­
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i n c l u s i v e n e s s  a s  w e l l .  S 3  43 b y  i t s  t e r m s  is n o t  l i m i t e d  t o  
M e d i c a r e  S u p p l e m e n t  c o v e r a g e .  The b i l l  a p p l i e s  t o  a l l  t y p e s  

o f  i n s u r a n c e  p o l i c i e s  t h a t  a r e  s u b j e c t  t o  A S  2 1 . 4 2 . 1 3 0 ,  
i n c l u d i n g  l i f e  i n s u r a n c e ,  a n n u i t i e s ,  a n d  a l l  d i s a b i l i t y  

( h e a l t h )  i n s u r a n c e .  A l s o ,  a l t h o u g h  c a s u a l t y  i n s u r a n c e  i s  

s u b j e c t  t o  a c t u a l  r a t e  r e g u l a t i o n  u n d e r  A S  2 1 . 3 9 ,  t h e r e  a r e  
s o m e  e x c e p t i o n s  t o  s u c h  r e g u l a t i o n  i n c l u d e d  i n  S e c t i o n s  2 0  

a n d  40, a n d  t h e s e  e x c e p t i o n s  s e e m  t o  b e  i n c o n s i s t e n t  w i t h  
t h e  p r o p o s e d  a m e n d m e n t .  W e  p o i n t  o u t  i n  p a s s i n g  t h a t  t h e  

B l u e  C r o s s / B l u e  S h i e l d  c a r r i e r s  a r e  n o t  s u b j e c t  t o  t h i s  
S e c t i o n ,  b e c a u s e  t h e i r  p o l i c y  f o r m  a n d  r a t e  p r o v i s i o n s  a r e  

i n  A S  2 1 . 8 7 .

H e a l t h  i n s u r a n c e  r a t e s  a r e  n o r m a l l y  e s t a b l i s h e d  b y  

i n s u r a n c e  c o m p a n y  l i f e  a c t u a r i e s ,  o r  s o m e t i m e s  b y  s p e c i a l l y  
t r a i n e d  h e a l t h  a c t u a r i e s .  T h e  p r o c e s s  o f  s e t t i n g  r a t e s  i n  

t h i s  a r e a  is v e r y  c o m p l e x .  I n s u r a n c e  d e p a r t m e n t s  a r e  
g e n e r a l l y  n o t  e q u i p p e d  t o  r e g u l a t e  h e a l t h  i n s u r a n c e  r a t e s .  

A m o n g  o t h e r  t h i n g s ,  t h e  q u a l i f i e d  a c t u a r i e s  a r e  s i m p l y  n o t  

a v a i l a b l e .  P a r t  o f  t h e  p r o b l e m  is d u e  t o  t h e  c o m p l e x i t y  o f  

t h e  p r o c e s s  o f  r a t e  m a k i n g ,  b u t  p a r t  o f  i t  is a l s o  d u e  t o  
t h e  d i v e r s i t y  o f  c o v e r a g e s .  F o r  e x a m p l e ,  r a t e s  f o r  t h e  s a m e  

i n d i v i d u a l  p o l i c y  m a y  b e  q u i t e  d i f f e r e n t ,  d e p e n d i n g  o n  r i s k  
c h a r a c t e r i s t i c s  o f  t h e  p e o p l e  i t  is m a r k e t e d  to, a n d  g r o u p  
p o l i c y  r a t e s  a r e  n o r m a l l y  d i f f e r e n t  f o r  e a c h  g r o u p .  H e a l t h  
i n s u r a n c e  r a t e s  a r e  i n  f a c t  r e g u l a t e d  b y  t h e  i n t e n s e  c o m­

p e t i t i o n  i n  t h e  b u s i n e s s  a m o n g  t h e  l a r g e  n u m b e r  o f  h e a l t h  

c a r r i e r s .  T h e  e x c e p t i o n  is i n  t h e  c a s e  o f  c r e d i t  h e a l t h  
i n s u r a n c e ,  w h e r e  c o v e r a g e s  a r e  s t a n d a r d i z e d  a n d  s i m p l i f i e d  
a n d  t h e r e  i s  r e v e r s e  c o m p e t i t i o n  i n  t h e  s e n s e  t h a t  t h e  

h i g h e r  t h e  r a t e  is se t ,  the m o r e  t h e  i n s u r e r  c a n  p a y  t h e  
c r e d i t o r  f o r  i t s  s e r v i c e s .  In t h a t  a r e a ,  i n s u r a n c e  r a t e s  
a r e  r e g u l a t e d  b y  i n s u r a n c e  d e p a r t m e n t s .  In A l a s k a ,  c r e d i t  
l i f e  a n d  d i s a b i l i t y  a r e  g o v e r n e d  b y  a s p e c i a l  c h a p t e r ,  A S  

2 1 . 5 7 .

W e  a r e  n o t  s u r e  t h a t  t h e  I n s u r a n c e  D i v i s i o n  r e a l l y  

i n t e n d s  t o  e x e r c i s e  a n y  a u t h o r i t y  o v e r  g r o u p  h e a l t h  i n­
s u r a n c e  r a t e s ,  e x c e p t  t o  t h e  e x t e n t  r e q u i r e d  b y  B a u c u s  f o r  

m e d i c a r e  s u p p l e m e n t s .  W e  w o u l d  b e  o p p o s e d  t o  t h e i r  b e i n g

j i v e n  t h e  a u t h o r i t y  t o  d o  s o  i n  t h e  f u t u r e .

A n  a l t e r n a t i v e  t o  S B  4 3  w h i c h  w o u l d  a v o i d  b o t h  

o v e r - i n c l u s i o n  a n d  u n d e r - i n c l u s i o n ,  w o u l d  b e  a b i l l  w h i c h  

s i m p l y  a n d  d i r e c t l y  a u t h o r i z e d  t h e  D i r e c t o r  t o  a d o p t
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w h a t e v e r  r e g u l a t i o n s  a r e  n e c e s s a r y  t o  m e e t  t h e  m i n i m u m  

r e q u i r e m e n t s  of t h e  f e d e r a l  l a w .  A  d r a f t  o f  a b i l l  w h i c h  

w o u l d  d o  t h a t  is e n c l o s e d .

As s t a t e d  a t  t h e  b e g i n n i n g  o f  t h i s  l e t t e r ,  t h e  

i m p e t u s  f o r  S 3  4 3  i s  t h e  3 a u c u s  A m e n d m e n t .  T h e r e  a r e  s o m e  

i n t e r p r e t  if . o n  profc'.ens i n  t h e  A m e n d m e n t ,  a n d  t h e  f e d e r a l  

r e g u l a t i o  s h a v e  n o t  b e e n  a d o p t e d .  T h o s e  r e g u l a t i o n s  m a y  
c l a r i f y ,  j o n f u s o ,  o r  a d d  to, t h e  r e q u i r e m e n t s .  T h e  s t a t e ' s  

n e e d  t o  r e t a i n  a d e q u a t e  a u t h o r i t y  t o  r e g u l a t e  i n s u r a n c e  i n  
t h e  f a c e  o f  t h e  B a u c u s  A m e n d m e n t  c a n  b e  m e t  s i m p l y  a n d  

d i r e c t l y ,  w i t h o u t  e i t h e r  r a i s i n g  q u e s t i o n s  a b o u t  t h e  
a d e q u a c y  o f  t h e  s t a t e ' s  a u t h o r i t y ,  o r  g e t t i n g  i n t o  c o m­

p l i c a t e d  q u e s t i o n s  o f  r a t e  r e g u l a t i o n  b e y o n d  m e d i c a r e  
s u p p l e m e n t  i n s u r a n c e .  W e  w o u l d  u r g e  t h a t  t h i s  -.tore d i r e c t  
a p p r o a c h  b e  use d .

T h a n h  y o u  f o r  t h i s  o p p o r t u n i t y  t o  c o m m e n t  o n  S 3  43.

I w o u l d  b e  g l a d  t o  o b t a i n  a n y  f u r t h e r  i n f o r m a t i o n  t h e

C o m m i t t e e  m a y  w a n t  t h a t  t h e  A s s o c i a t i o n  h a s  a v a i l a b l e  t o  it.
I w o u l d  a p p r e c i a t e  b e i n g  a d v i s e d  o f  a n y  s c h e d u l e d  h e a r i n g  o n

cht b i l l .

Si n e e r e l y ,

R O B E R T S O N ,  MONAGLfc, E A S T A U G H  & B R A D L E Y

1 1
; . w / -

i ; i 
M. ?4 T h o m a s

M T T  :vb 
E n c l o s u r e s

cc: C h a r l e s  D. K u h n e n  ( w / o  e n c l o s u r e s )
B i l l  L i n c o l n  ( w / o  e n c l o s u r e s )



A t t a c h m e n t  A

S e c t i o n  1. A S  2 1 . 3 6  i s  a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to r e a d :

S e c t i o n  2 1 . 3 6 . 3 6 0 .  M e d i c a r e  s u p p l e m e n t  i n s u r a n c e .  T h e  

D i r e c t o r  s h a l l  f r o m  t i m e  t o  t i m e  a d o p t  s u c h  r u l e s  a s  a r e  n e c e s s a r y  

t o  c o m p l y  w i t h  t h e  r e q u i r e m e n t s  o f  S e c t i o n  5 0 7 (a) o f  P u b l i c  L a w  
9 6 - 2 6 5  e n a c t e d  b y  t h e  C o n g r e s s  o f  t h e  U n i t e d  S t a t e s ,  a n d  o f  a n y  

a m e n d m e n t s  t o  t h a t  s e c t i o n  a n d  o f  a n y  F e d e r a l  r e g u l a t i o n s  p e r t a i n i n g  

t o  t h a t  s e c t i o n ,  i n  o r d e r  t h a t  t h i s  S t a t e  s h a l l  r e t a i n  i t s  f u l l  

a u t h o r i t y  to r e g u l a t e  m i n i m u m  s t a n d a r d s  f o r  M e d i c a r e  s u p p l e m e n t  
i n s u r a n c e .
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S u m m a r y  - S B  43 - R u l e s / b y  R e q u e s t

" A n  A c t  r e l a t i n g  t o  f i l i n g  o f  i n s u r a n c e  p o l i c y  f o r m s . "

T h e  a d d i t i o n  o f  s u b s e c t i o n  5 t o  2 1 . 4 2 . 1 3 0  w o u l d  i n s u r e  S t a t e  

c o m p l i a n c e  w i t h  P . L .  9 6 - 2 6 5  w h i c h  c r e a t e s  a c e r t i f i c a t i o n  p r o c e s s  

f o r  c e r t a i n  t y p e s  o f  i n s u r e r s ,  s e t t i n g  n e w  s t a n d a r d s  f o r  m e d i c a r e  

s u p p l e m e ' t a l  i n s u r a n c e ,  a n d  i n c l u d i n g  a r e q u i r e m e n t  f o r  p r e m i u m  

b e n e f i t  r a t i o s  i n  m e d i c a r e  s u p p l e m e n t a l  i n s u r a n c e .

i:*r^ ■ a n  a p p a r e n t  f e d e r a l  d e a d l i n e  o f  J u l y  1, 1 9 8 2  b y  w h i c h

t i m e  S t a t e s  m u s t  a c t  o n  t h e  r e q u i r e m e n t s  c o n c e r n i n g  m e d i c a r e  s u p p l e ­

m e n t a l  i n s u r a n c e .  H o w e v e r ,  f e d e r a l  s u r v e y s  o f  s t a t e  l a w s  b e g i n n i n g  

o n  J u l y  1, 1 9 8 1  w i l l  be u s e d  t o  a s s e s s  t h e  n e e d  for f e d e r a l  i n t e r v e n ­

t i o n .  T h e r e f o r e ,  i t  is f e l t  t h a t  t h e  i s s u e  m u s t  be d e a l t  w i t h  i m m e d i ­

a t e l y  t o  a v o i d  s u c h  i n t e r v e n t i o n .

T h e  F e d e r a l  L a w  - P . L .  2 6 5  - is t h e  S o c i a l  S e c u r i t y  A c t  a d o p t e d  

b y  t h e  9 6 t h  C o n g r e s s .  T h e  ' B a u c u s  A m e n d m e n t '  o f  the A c t  r e q u i r e d  t h a t  

s t a t e s  c o m p l y  i n  t w o  a r e a s  c o n c e r n i n g  m e d i c a r e  s u p p l e m e n t a l  i n s u r a n c e :

1. S t a t e s  s h a l l  a d o p t  m i n i m u m  s t a n d a r d s  o f  c o v e r a g e  f o r  m e d i c a r e  
s u p p l e m e n t a l  p o l i c i e s .

T h e r e  is s u f f i c i e n t  s t a t u t o r y  a u t h o r i t y  t o  c o m p l y  w i t h  t h i s  r e q u i r e m e n t

u n d e r  2 1 . 4 2 . 1 2 0 ,  F i l i n g  o f  F o r m s .

2. S t a t e s  m u s t  e n f o r c e  c o s t / b e n e f i t  r a t i o  r e g u l a t i o n s .

It is f e l t ,  b y  t h e  Div. o f  I n s u r a n c e ,  t h a t  S B  43, w i t h  t h e  a d d i t i o n  o f  

s u b s e c t i o n  5, w i l l  c o m p l y  w i t h  t h e  f e d e r a l  r e q u i r e m e n t s .

F i s c a l  I m p a c t  - >3
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DEPARTM EYT OF COMMERCE &
E (0 \ O M !C D E V E L O P M K ^ T  I POUCH D

OFFICE OF THE COMUISSFOHER ' JUNEA U. A LASKA 99811
Phone : 4 6 5 -2 5 0 0

January 20, 1981

honorable Bob Mulcahy 

Chairman, Senate Labor and 

Commerce Committee 
Pouch V
Juneau, Alaska 99811 

Dear Senator Mulcahy:

RE: Position Paper SB 43

Thank you for your request for information on SB 43.

The recent passage of Public Law 96-265 in the Federal Congress has 

the effect of transferring a portion of the regulation of insurance 

to the Federal Government unless the various states establish ~ertain 
equivalent programs and do so on an extremely short time frame.

The insurance industry has traditionally been regulated by the various 

states, individually. This approach was reinforced in 1945 with the 
passage of the McCarran-Ferguson Act (15 USCA 1011-1015). There has 

been a fairly steady attempt to bring such regulation under a federal 
agency, particularly by the Federal Trade Commission, which has been 
resisted by the states with equal fervor, 

the federal level has been that insurance 
should be regulated by a federal agency.

Land, argue that the federal bureaucracy is either unable or unwilling 

to recognize and be responsive to local conditions and needs. Due 
to Alaska's population relative to the rest of the nation, this is 

an argument that has a good deal of substance. In fact, Alaska has 

already experienced a situation that accents the State's concerns 
and did so at the expense of Alaska's citizens to the tune of about 
$36,000, and that was in 1972 dollars.

ihe principal argument a: 

is interstate commerce and 
The states, on the other

08-M2LH

Public Law 96-265 addresses changes in the Social Security Act and 

includes language dealing with medicare supplemental policies. It has 

two requirements termed i'The Baucus Amendments' which impact State 
regulation of insurance. The first requirement concerns adoption of 

minimum standards of coverage for medicare supplemental policies. 
T i m r  ivision of Insurance has sufficient "statutory authority to es- 
tablish the necessary standards based on an argument that it would be 
a misrepresentation to offer or sell a contract of insurance that 

purports to be a medicare supplemental policy unless it provides 
the adopted minimums. This can be accomplished by regulation ana work 
on it has commenced*



Honorable Bob Mulcahy -2- January 20, 1981

The qgcnnri requirement of "The Baucus Amendment" is for cost/benefit 

ratio regulation. This is the area in need of a legislative solution.

The Division of Insurance does not currently have rate regulatory 
authority over disability or accident/health kinds of insurance in­

cluding medicare supplemental policies. It, in fact, wishes to 

avoid rate regulation of the kind now applied to property and casualty 

kinds of insurance as there would be a fiscal impact not commensurate 
with the results. Hov/ever, it would be appropriate to .determine a 

reasonable ratio of cost fq hppofit which could be regulated rather* 
simply based on information supplied to the division annually, thus 

avoiding an elaborate and costly actuarial review process.

Under the federal legislation, the Secretary of Health, Education and 

Welfare is required to establish a certification program with respect 

to the various states that policies issued iri those states meet certain 
standards, unless a state has est. bl1 shed a program to regulate the 

minimum standards and cost/benefit relationship as previously noted.

The secretary is to base his actions on a study to be completed by 
July 1. 1981, so we are faced with an exceptionally short time frame 

to act and avoid this federal intrusion.

The proposal modifies the reasons under which the Division of Insurance 
may base the refusal of a filing of a contract form, to include an 

inappropriate relationship between the benefit provided and the cost 
of the coverage. This responds to the federal action concerning medicare 

supplemental policies. It also addresses other kinds of insurance 

subject to filing under AS 21.42.

We are prepared to offer testimony and/or respond to questions when 

this issue is heard before your committee.

Charles R. Webber 
Commi ssioner
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§ 21.42.130 In s u r a n c e § 21.42.130

to the manner o f distribution o f benefits or to the reservation o f 
rights an . benefits under life  or disability insurance policies and 
are at the request o f the individual policyholder, contract 
holder, w certificate holder. Forms fo r use in property, marine 
(other t„un wet marine and transportation coverages), casualty 
and surety insurance coverages the filing required by this section 
may be made by rating organizations on behalf o f its members and 
subscribers; but this provision does not prohibit a member or 
subscriber from filing the forms on its own behalf.

(b ) Each filing shall be made not less than 30 days in advance 
o f delivery. At the expiration of the 30 days the form  filed shall 
be considered approved unless before the 30-day period it has 
been affirmatively approved o r disapproved by order of the director. 
Approval of the form  by the director constitutes a waiver o f the 
unexpired portion of the waiting period. The director may ex­
tend by not more than an additional 30 days the period within 
which he may affirmatively approve or disapprove the form , by 
giving notice o f the extension before expiration o f the initial 30- 
day period. At the expiration of the extended period, and in the 
absence of a p rior affirmative approval or disapproval, the form  
shall be considered approved. The director may at any time, a fte r 
notice and fo r cause shown, withdraw the approval.

(c) An order o f the director disapproving the form  or with­
drawing a previous approval shall state the grounds and the par­
ticulars in such detail as reasonably to inform the insurer thereof.

(cl) The director may, by order, exempt from  the requirements 
o f this section fo r as long as he considers proper an insurance 
document or form  or type thereof as specified in the order, to 
which, in h's opinion, this section may not practicably be applied, 
o r the filing and approval of which are, in his opinion, not de­
sirable or necessary fo r the protection of the public.

(e) This section applies also to a form used by domestic in­
surers fo r delivery in a jurisdiction outside this state, if the 
insurance supervisory official of the jurisdiction informs the di­
rector that the form  is not subject to approval or disapproval by 
the official, and upon the director’s order requiring the form  to 
be submitted to him fo r the purpose, The applicable same stan­
dards s' '*.11 apply to these forms ns apply to forms fo r domestic 
use. (§ 1 en 120 SLA I960 )

Sec. 21.42.130, Grounds for disapproval. The director shall dis­
approve a form filed under j  120 o f this chapter or withdraw a 
previous approval thereof, only i f  the form

( 1) is in any respect in violation o f o r does not: comply with 
this .ille ;

( ' : ) contains or incorporates by reference, where incorporation 
is permissible, an inconsistent, ambiguous, or misleading clause,
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S 21.42.140 A l a s k a  S t a t u t e s  § 21.42.1G0
S I  . 4 Sl. / 3 0or exception ar.fi condition which deceptively affects the risk pur- 

1 . rted to be assumed in the general coverage of the contract;
(3 ) has a title, heading, or other indication o f its provisions 

vhich is misleading;
(4 ) is printed or otherwise reproduced in a manner which 

renders a provision o f the form  substantially illegible. (§ 1 ch 
120 SLA 19GG)

Sec. 21.42.140. Standard provisions, (a ) Insurance contracts 
shall contain the standard or uniform provisions which are re­
quired by the applicable provisions o f this title pertaining to con­
tracts o f particular kinds o f insurance. The director may waive 
the required use of a particular provision in a particular insur­
ance policy fo rm  if

( 1 ) he finds the provision unnecessary fo r the protection o f 
the insured and inconsistent with the purposes o f the policy; and

( 2 ) the policy i- otherwise approved by him.
(b) No policy may contain a provision inconsistent with a 

standard or uniform provision used or required to be used, but 
the director may approve a substitute provision which is, in his 
opinion, not less favorable in any particular to the insured or 
beneficiary than the provisions otherwise required.

(c) I 11 lieu of the provisions required by this title fo r con­
tracts fo r particular kinds o f insurance, substantially similar pro­
visions required by the law o f the domicile o f a foreign or alien 
insurer may be used when approved by the director.

(d ) A provision required by this title to be contained in a policy 
cannot be waived by agreement between the insurer and another 
person. ( S 1 ch 120 SLA 19GG)

Am. Jur., A l .lt  find C.J.S. refer- affecting eiiforelbility e f pulley prn- 
eiicen.— Hit A m . .h:r., Insurance, if' vision against insurer, 113 AI.R  773. 
180 to 188. <14 C..I.S. Insurance L* 241* to 201,

liepnrturc front standard policy as

Sec. 21.42.1,10. Policy must contain entire contract. The policy, 
when issued, shall contain the entire contract between the parties, 
and neither the. insurer nor its agent or representative, nor a per­
son insured by the policy, may make an agreement as to the in­
surance which is not expressed in the policy. This section does 
not prohibit the modification o f a policy, a fte r issuance, by w rit­
ten rider o r endorsement issued by the insurer. (Jj 1 eh 120 SLA 
l'JGG)

Sec. 21.42.1G0. Contents of policies in general, (a ) Each policy 
shall specify

( 1) the names o f the parties o f the contract;
( 2 ) the .-abject o f the insurance;
(3 ) the risk ' insured against;
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21.84.500 A l a s k a  S t a t u t e s

(4) the society has a board of directors charged with the re­

sponsibility for managing its affairs in the interim between meet­

ings of its supreme legislative or governing body, subject to con­

trol bv the body and having powers and duties delegated to it in 

the constitution or laws of the society;

(5) the board of directors is elected ty the supreme legislative 

or governing body, except in case of filling a vacancy in the interim 

between meetings of the body;

(G) the officers are elected either by the supreme legislative or 

governing body or by the board of directors; and

(7) the members, officers, representatives or delegates m a y  not 

vote by proxy. (§ 1 ch 120 S L A  1966)

Sec. 21.84.590. Of her provisions applicable. In addition to the 

provisions contained in this chapter, oth-r chapters and provisions 

of this title shall apply to fraternal benefit societies, to the extent 

applicable and not in conflict with the express provisions o: this 

chapter and the reasonable implications thereof, as follows:

(1) A S  21.03

(2) A S  21.06, with the exception of A S  21.06.250

(3) The following sections of A S  21.09:

(A) A S  21.09.050

(II) A S  21.09.100

(4) A S  21.33.010

(5) A S  21.36

(6) A S  21.42.290

(7) A S  21.69.370
(8) A S  21.69.640

(9) A S  21.78.. a  1 ch 120 S L A  1966'«
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health care services I z  to he rendered to or on behalf ox the sub­
scriber hv a physician or hospital that has entered into a service 
agreement with the corporation covering th services;

(7 ) "participant hospital”  is one which has entered into a ser­
vice agreement with a service corporation ;

( 8 ) “ participant physician”  means a doctor, dentist, osteopath, 
optometrist, chiropractor or other licensed health care practitioner 
who has entered into a service agreement with a service corpo­
ration ; and

(9 ) “ physician' includes also “ surgeon.”  (§ 1 ch 120 SLA I960 )
Sec. 21.87.3-10. Other provisions applicable. In  addition to the 

provisions container or referred to previously in this chapter, the 
following chapters i nd provisions o f this title also apply with 
cespect to service corporations to the extent applicable and not 
in conflict with the express provisions o f this chapter and the rea­
sonable implications of the express provisions, and fo r the pur­
poses o f the application the corporations shall be considered to be 
mutual “ insurers":

(1 ) AS 21.03
(2 ) AS 21.06
(3 ) AS 21.09
(4 ) AS 21.18.010
(5 ) AS 21.18.030
( 6 ) AS 21.18.040
(7 ) AS 21.18.120
( 8 ) AS 21.21.321
(9 ) AS 21.36
( 1 0 ) AS 21.69.400
(11) AS 21.69.520
(12 ) AS 21.69.600, AS 21.G9.n20, and AS 21.69.630
(13 ) AS 21.78
(14 ) AS 21.90. (§ 1 ch 120 SLA 1966)
Sec. 21.87.350. Existing certificates of authority. A health care 

service contractor registered to do business in this state on Ju ly 
1, I960, is entitled to be registered under this chapter, whether or 
not it meets the requirements o f this chapter. (§ 1 ch 120 SLA  
19GG)

Chapter S9. Miscellaneous Provisions.
Soctiun
10. Suttk'D icnts

Sec. 21.89.010. Settlements. A settlement made under a motor 
vehicle liability insurance policy o f a claim against an insured a ris ­
ing under that policy from  an accident o r other event insured 
against fo r damnum to or destruction o f property owned by another 
person shall n r  ie construed as an admission o f liability by the
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$ 21.89.040 In s u r a n c e  § 21.89.05U
Sec. 21.89.040. Eye care under health and accident insurance. 

All policies, contracts, or prepaid plans for individual or group accident 
or health insurance issued or delivered in the state on or after May 27, 
1976 wh. .h provide reimbursement for any service within the lawful 
scope o f practice o f an optometrist licensed under AS 08.72, shall 
provide for reimbursement to persons covered under the policy, 
contract, or plan who had the service performed by an optometrist. (§ 1 
ch 84 SLA 1976)

Sec. 21.89.050. A rson in form ation , (a) When an insurer has 
reason to believe that a fire loss in which it has an interest may have 
been caused by other than accidental means, it shall immediately 
supply a written report of that fact to the Department of Public Safety.

(b) When requested in writing by an authorized agency, an insurer 
shall supply all available informat ion relating to a particular fire loss 
.‘o the agency. The information requested may include

( 1) insurance policy information pertaining to a fire loss under 
investigation and any application for the policy;

(2 ) policy premium payment records;
(3 ) a history o f previous claims made by the insured; and
(4) material relating to the investigation of the loss, including 

statements of .t person who may have information about the loss and 
any proof cf the loss.

(c) Notification to the Department o f Public Safety under la) o f this 
section does not relieve the insurer o f the duty to respond to a requc-st 
for information from an authorized agency under (b) of this section.

(d) An authorized agency provided with information under (a • or 'b) 
of this section may release the information to another authorized 
agency.

(e) An authorised ag.ney shall share with the insurer all relevant 
information relating to an instance o f suspected arson when

(1) the Department o f Law has determined that release of the 
information would not jeopardize the success of an ongoing 
investigation and that there are adequate safeguards to insure the 
confidentiality o f the information;

(2 ) the agency has completed its investigation and a decision not to 
prosecute has been made; or

(3 ) criminal prosecution has been brought and the defendant i'.As 
pled guilty, or the ju ry or other trier o f fact has returned a verdict, and 
no appeal has been ta.'<en.

(f) As used in (a) — (d) of this, section "authorized agency" means a 
fire department, a local or federal law enforcement agency responsible 
for the investigation of fires, the Department of Law, the state fire 
marshal, the United States attorney’s office, and the Department r f  
Public Safety. As used in (e) of this section "authorized agency" meat:. 
a fire department, a local law enforcement agency reponsible for -.nc* 
investigation of fires, the Depa rtment of Law, the state fire marshal,

■A and the Department of Public Safety.
119
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AI. REQUEST w
Bill/Resolution No. § . ________________________
Title An a c t r e la t in g  ro  f i l i n g  insu rance n o lic v  forms

F I S C A L  N O T E

Requested bv g ove rn o r | D a t e _ b ^ h £ l

II. FISCAL DETA IL
Agency Affected Division of Insurance

Program Category Affected P u b lic  P ro te c tio n
BRU , Program, or Subprogram(s) ‘ .ffected D iv is io n  p f  Insurance
(Note: I f  more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY 81 FY 82 FY 83 CO>-Uh FY  .85 . FY  8 6
100 PERSON AT SFRVICES 0

200 TRAVEL 0

300 CONTRACTUAL 0

400 COMMODITIES 0

500 EOUIPMENT 0

600 LAND & STRUCTURES 0

700 GRANTS. CLAIMS. ETC. n

-
TOTAL

FUNDING (Thousands o f Dollars)
GENERAI FUND 0 | •
FEDERAL FUNDS n 1
OTHER (Specify Fund Source! 0

■

POSITIONS

FULL TIME 0
PART TIME

n _ .
• *

TEMPORARY 0

111. ANALYSIS (See Fiscal Note Preparation Instructions, Section III )

IV. D A T E
1 -2 0 -8 1 \Kejinetn C. Moore, D w .  of Insur

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)
3 3 - 0 0 1  (Rev. 1 2 / 8  0

 P R E P A R E D  B Y  '-^pnein u. n o o r e c u w .  of Insurance
AGENCY Corcrcerce  ̂ Economic Development 
PHONE 251
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