


The Govornor'* transaittal latter, dated Hay 19, 1991, appaarc balovi
"Daar Speaker Gruaeendorft
Undar tha authority of art. ZZZ, aac. II, of tha Alaaka Conatltutlon, Z am transmitting a b ill that vould authorlta th* atata to provida group Ilf*  and haalth inauranca for Ita aaployaaa by maana of aalf-inauranca.
Ovar tha laat aavaral yaara, l t  haa bacoma claar that th* atata muat act to contain th* coat of it* aaployaa haalth ban*fit*. Th* atata haa conaldarad aalf-inauranc*, but th* currant atatuta, AS 39.30.090, dooa not authoriio it . See 1989 Inf. Op. Att'y Gan. (March 14; 663-09-230). ThTa legislation la propoaad to permit th* atata to aalf-lnaura, tharaby increasing ita flax ib illty In addressing th* coat of group lif*  and haalth inauranca for ita actlv* aaployaaa.
Tha b ill alas authorlta* aalf-inauranca adainiatrativ* coata to ba paid from th* group haalth and lif*  banaflta fund, and makaa claar that th* administrative coata of purchaalng inauranca ar* alao to b* paid from th* fund.
Among th* potantlal banaficial affacta of aalf-inauranc* ar* (1) tha raductlon or allalnatlon of inauranca chargaa, (2) poaltlv* control of th* aadical plan by th* atata (including th* uaa of lncantlv* prograaa) rathar than by th* commercial inauranca market, and (3) lncraaaad competition fromradical banaflta providara, which could raault in dacraaaed premium* and adainiatrativ* coata.
Wa baliava that thla b ill will aigniflcantly increase th* ability of th* atata to keep tha coat of employe* banafltaundar control, and incraaa* as wall th* state's barge.ningpower whan i t  negotiate* with it* lnaurara. In view of ita importance to approaching review* of inauranca policyrenewal propoaals, wa urge your prompt and favorabla action on thia aaaaura.

Sincerely,
/ • /

Walter J. Hickal Governor"
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A u t h o r i t y  for self- 
ir.surance and cafacaria 
plan

You have a s k e d  w h e t h e r  che Depart m e n t  or A d m i n i s t r a t i o n  
(the d epartm ent) has a u c h o r i c y  c j provide group h e & l a h  insurance 
c o v e r a g e  for sc ace e m p l o y e e s  by s e l f - i n s u r i n g  or throu gh c a f e t e r­
ia p l a n  p o L i c i e s . Th ere is r.o' c l e a r  s c a r u r o r v  authority for che 
d e p a r t m e n t  to provi de cr.e coverage bv s e l f - i n s u r i n g . We r e c o n­
ve n e  cnac L e g e s L a c i o n  be incroduced, o r  chac a pending b i l l  be 
amended, co e s t a b l i s h  a u t h o r i t y  for self -insurance, ir che d e­
pa r t m e n t  chooses co p u r s u e  chac n e c h o d  o f  p r o v i d i n g  group h e a l c h  
coverage. We c o n c l u d e  chac che dep art m e n t  c u r r e n t l y  has a u c h o r­
icy co o'ocain a p o l i c y  chac provides insurance c o v e r a g e  through a 
c a f e t e r i a  plan. However, depe nding upon h o w  che cafeceria p l a n  
is i m plemented,  r e g u l a t o r y  and s c a c u c c r y  changes n a y  be required.

I . S e l f - i n s u r a n c e

The d e p a r t m e n t  is authorised bv AS 3 9 . 2 0 . 0°0 co p r o v i d e  
zrouo i n s u r a n c e  for employees. (Jncer chac s t a t u e s , che_ d e p a r t­
ment n a y  o o c a i n  a p o l i c y  or p olicies of group insurance for stace 
employees, retirees, a n d  employees of o t h e r  p a r t i c i p a t i n g  g o v e r n­
m e n t a l  units. The statu te secs out the kinds of coverage  chac 
a a y  be p r o v i d e d  in a polity, Che persons who must be cover ed by a 
p o l i c y  (unless e x e m p t  u n d e r  regulations), and che m a n n e r  in w h i c h
che d e p a r t m e n t  m u s t  o b t a i n policy from insurance carriers

The statute neither s p e c i f i c a l l y  prohibits nor s p e c i f i­
ca l l y  a u t h o r i s e s  p r o v i s i o n  of grcuo h e a .cn coverage enrough s e l f - 

However, che statute i n d u c e s  n a n c a t o r v  language such 
( g a r m e n t  of A c m r . i  sera tier. a n a l ,  oocair. t.-.'e tr.sv.rar.ee
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De p a r t m e n t  of A d m i n i s t r a t i o n  Paze j?
6 63-89-0230  5

Hon. John Andrews, Commissioner March 14, 1989

AS 39.30.095 requires the c o m m i s s i o n e r _of iriminisen- 
tion to esta blish a group health ar.d Life benefits fund. The 
Language or AS 39.30.095 dees not c l e a r l y  authorize seLf-insur- 
ance. A l t h o u g h  this statut e provides chac the department shall 
p ay p r e m iums and claims from the fund, che department is required 
co make che payments in accord a n c e  w i t h  insurance poLicies in 
effect u n d e r  AS 39.35.090 and under  che S u p plement al Benefits 
S y s t e m  (S3S).

Legislat ive h i s t o r y  does not shed mu ch Light on the 
p u rpose of AS 39.30.095. Ve have traced che origin or chac s e c­
tion co "hous e k e e p i n g "  legislation r e q u e s t e d  by che department 
in 1980. Dept, of L a w  fiLe no. J-77-G54-81. The department 
e x p l a i n e d  chac che fund w o u l d

eliminate che a d v a n tage che insu rance company  now 
has co the interest earned from che funds it holds.
T h e  l a n g u a g e  i s  p e r m i s s i v e  r a t h e r  c h a n  m a n d a t o r y ;  
t h e  s t a t e  c o u l d  s t i l l  a l l o w  c h e  i n s u r a n c e  c o m p a n y  

t o  h o L d  c h e  f u n d 3 ,  (1/ )

The s e c c i o n - b y - s e c t i o n  an alyses chac a c c o m p a n i e d  che bills in 
w h i c h  che provisions of AS 39.30.095 a p p e a r e d  during che 1981 and 
1982 legi slative sessions (H3 121, S3 121, and S3 827) explained 
chac che section was

included at che u rg ing of che State's benefits 
consultants. The existence of a fund will provide 
che flexib i l i t y  n e e d e d  co n e g o t i a t e  for and p r o­
cure core f a v o rable terms from insurance c o m p a­
nies. Our c o n s u l t a n t s  inform us that such added 
f lexi bility has led co s ubs tantial savings in o c h­
er systems.

The p r i v a t e  consultants have adyised  us that it v.i3 their inten­
tion chat in rccoszzending e s t a b l i s h m e n t  of the fund, m  addition 
co e a r n i n g  Interest on the fund, the state w o u l d  g a m  tbe f l e x i­
bil i t y  to self-insure. The consultants' initial recocaendacion 
or language for che section included specific re ference to s e l f -
-ns.uT.?ns-»Li now«ygri._no sucry.snecrrtc r e r erence was lncludid_!in
any Qrarc of the bills that we have found. Furthermore, che sec- 
cion w as not e x p l ai ner to che legislature as having  che effect of 
a u t h o r i z i n g  self-insurance. In t e s t i m o n y  co legislative c o m m i t­
tees, represe ntatives o f  che d i v i s i o n  of retirement and benefits

1/ O c t o b e r  30, 1980 m e m o r a n d u m  from D i r e c t o r  of Ad mini s t r a t i v e  
Services CrondahL co C o m m i s s i o n e r  Hudson.



Hon. J o h n  Andrews, C o m m i s s i o n e r  M a r c h  14, 1989
Depar t m e n t  of A d m i n i s t r a t i o n  P a c o
6 6 3 - 8 9 - 0 2 3 0  *

in c l u d e d  the section w i t h  p r o v i s i o n s  of the b i l l 3 that were c h a r­
ac t e r i z e d  as ''strictly h o u s e k e e p i n g , "  2/

Because the statutes p r o v i d e  for provision o f  c r o u p 
he a l t h  coverage through ooL icles o b t a i n e d  from Insurance c o m p a­
nies and there Is no s pecific a u t h o r i z a t i o n  for p r o v i s i o n  o f  
group h e a l t h  coverage by s e i t - insur ance. or~~even an i ndicatio n 
that the l e g i s l a c u r e e v e r  c o n s i d e r e d  self-insurance as an o p r i o n T " 
ve r e c o m m e n d  that legislation be p u r s u e d  to provide specific a u ­
tho r i t y  for alternatives to c o n v e n t i o n a l  insured p l a n 3 . such a s 
s o l f - i n s u r a n c e T  We note that last year  the Washi ngton L e g i s l a­
ture p a s s e d  legislation, k n o w n  as the Washington State H e a l t h  
Care R e f o r m  Act of 1988, w h i c h  includes specific a u t h o r i t y  for 
3 e l f - i n s u r a n c e  of state e m p l o y e e  h e a l t h  benefits. A  c o p y  o f  the 
W a s h i n g t o n  statutes, R C W  41.05, is enclosed.

II. Cafeteria plan

There are no p r o v i s i o n s  in AS 39.30.090 that p r e s c r i b e  
Che level o f  health insurance c o v e r a g e  chac must be p r o v i d e d  in 
che p o l i c y  or policies o b t a i n e d  b y  che department, che a m ount  o f  
d e d u c c a b l e  chat a p o l i c y  m a y  r e q u i r e  covered  Individuals to pav, 
or the m a n n e r  in w h i c h  p r e miums co insurance companies mus t be 
paid. T h e  department has b r o a d  a u t h o r i t y  to determine che terms 
a n d  s t r u c t u r e  of che insurance p o l i c i e s  it obtains. 3/ P r o v i s i o n  
of  h e a l t h  Insurance c o v e r a g e  u n d e r  a "cafeteria plan" q u a l i f i e d  
u n d e r  26 U.S.C. 125 v o u l d  be w i t h i n  che scope of chac a u t h o r i t y ,  . 
and w o u l d  not conflict w i t h  a n y  p r o v i s i o n  of AS 39.30.090. 4/

2/ M a r c h  18, 1982 t e s t i mony of D i r e c t o r  Paul A r n oldc o n  S3 827 
to S enate State Affairs Committeej M a y  12, 1982 t e s t imony o f  D e p­
u t y  D i r e c t o r  Ken Humphreys on S3 121 to House Health, Education, 
a n d  S o c i a l  Services Committee.

3/ O f  course, some Issues r e g a r d i n g  em ployee health b e n e f i t s  are 
s u b j e c t  to collective b a r g a i n i n g  u n d e r  the Public E m p l o y m e n t  R e­
lations Act, AS 23.40.070 -- 23.40.260. See 1978 Op. A t t ' y  Gen. 
No. 3 (Jan. 23>i 1988 Inf. Op. A t t ' y  Cen. T T a n .  lj 3 66-356-83).

4/ T h e  dvancage of such a p l a n  is chac. if any o f  che b e n e f i t  
o p tio ns o f f e r e d  by che plan r e q u i r e  payme nt o f  part o f  che p r e­
mi u m  b y  che employee, che e m p l o y e e ' s  part o f  che p r e m i u m  c o u l d  be 
paid by a voluntary reduction of p r e t a x  wages, w h i c h  w o u l d  reduce 
che e m p l o y e e’s federal Income taxes. Nothing in AS 3 9 . 3 0 . 0 9 0  
p r e c l u d e s  che department from o f f e r i n g  Insurance o p t i o n s  chat 
require employees co cont r i b u t e  co premiums.
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D e p e n d i n g  u p o n  h o w  c h e  d e p a r t m e n t  c h o o s e s  to i m p l e m e n t
C h e  c a f e t e r i a  p l a n ,  r e g u l a c o r y j q . a n d  s t a t u t o r y  c h a n g e s  m a y  b e  

n e e d e d .  F o r  e x a m p l e ,  s i n c e  A S  ^ # ^  3 0 . 0 9 0  r e q u i r e s  t h e  g r o u p  p o l ­

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

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

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

b e r s  u p o n  e l e c t i o n  b y  t h e  e m p l o y e e .

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

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

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

i n c o m e  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e .  I f  t h i s  k i n d  o f  p r o v i ­

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

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

d e t e r m i n i n g  e m p l o y e e s '  c o n t r i b u t i o n s  c o  c h e  s t a t e ’S( r e t i r e m e n t  

s y s t e m s  o r  S B S  o r  d e t e r m i n i n g  c h e  a m o u n t  o f  e m p l o y e e s ’ r e t i r e m e n t  

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

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

a r e  s u b j e c t  t o  c h e  s t a t e  p a y  p l a n  u n d e r  A S  3 9 . 2 7 .

P l e a s e  l e t  u s  k n o w  i f  w e  c a n  p r o v i d e  f u r t h e r  a d v i c e  i n

t h i s  m a t t e r .

V B R / p j g

E n c .

c c j  S a l l y  S m i t h ,  D i r e c t o r
D i v i s i o n  o f  R e t i r e m e n t  a n d  B e n e f i t s  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n
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HB 348
Sectional Analysis

February 14, 1992

"An Acl relating to the provision of group life and health insurance 
for state em ployees by means of self-insurance; and to paym ent of
adm inistrative costs of providing group health and life insurance for
state em ployees."

S ec t io n  1. Current law  requires DOA to obtain health coverage from
an insurance com pany or HMO licensed  in Alaska.

The proposed language extends the "licensed in Alaska"
requirement to the procurement o f  e x c e ss  lo ss insurance. E xcess loss  
insurance is  com m only  used in sc lf-in su ra n cc  situations.

S e c t io n  2 . Current law  requires the State to request bids from Alaska
licen sed  insurance carriers for health coverage at least every fiv e  years and
that the carrier with the low est responsible bid shall be the w inning bidder.

The proposed language w ould mandate the sam e fiv e  year
bid cy c le  and "licensed in Alaska" requirement for ex c ess  lo ss coverage
procured in the event o f s e lf  insurance.

S e c t io n  3 . Current law  requires the health insurance b en efits  to be
provided by insurance com panies as outlined in Section  2.

The proposed language authorizes DOA to self-in su re
health insurance b en efits  as an alternative to using insurance com p an ies.
The language also  requires that any ex c ess  lo ss  coverage be procured the s im e  
as health  insurance.

Section 4. AS 39.30.095
( a )  Current law  esta b lish es the group health and life  benefits

fund as a special account in the general fund to provide carrier insured health  
and life  coverage. Current language d escribes what m oney the fund shall 
co n sist u f and requires the com m ission er o f  adm inistration to  m aintain  
accounts and records for the fund. Inasmuch as payment o f  premium has 
been made d irectly  to insurance earners, th is fund has not been used.
H ow ever, it w ould be n ecessary  under a self-insurance arrangem ent.

Proposed language would expand the purposes o f  the fund
to  in c lu d e  se lf- in su ra n ce  arrangem ents.

( b ) Current law  requires the com m issioner to  obtain  an
actuarial determ ination o f  the estim ated  cost o f  the insured coverages and to 
set the contribution rate to the fund for both em ployer and em p loyee . The
current language further requires that prem ium s and c la im s for carrier
insured benefits be paid with m oney in th is fund

SECTIONAL ANALYSIS



The proposed language broadens the kinds of payments
lhat can be made from the fund to include self-insurance arrangements. The 
proposed language would also allow administrative costs of the health program 
to be paid from the fund.

( c ) Current law allows the State to receive reimbursement of 
its administrative expenses from insurance carriers.

The proposed language would allow the department to
contract with a third pany administrator to pay claims and payments. A third
party administrator is normally used in a self-insurance situation.

( d )  Current law allows the commissioner to have the surplus of 
the fund or some pan of it invested by the commissioner of revenue.

The proposed language would allow administrative costs to
be included in the makeup of the fund when determining whether a surplus 
existed. This fund would become more relevant if the State were to implement 
s e lf- in s u ra n c e .



D E P A R T M E N T  O F  A D M I N I S T R A T I O N  

P R O P O S E D  A M E N D M E N T S  T O  H B  3 4 8

P a g e  1, l i n e  2. D e l e t e  t h e  w o r d ,  " a n d " .

A m e n d  p a g e  1, l i n e  3, t o  r e a d :

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

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

i n s u r a n c e  f r o m  c e r t a i n  o r g a n i z a t i o n s " .

jnend p a g e  1, l i n e s  6 - 1 0 ,  t o  r e a d :

(4) Ir. p r o c u r i n g  a p o l i c y  c f  g r o u p  l i f e  a n d  h e a l t h

i n s u r a n c e as p r o v i d e d  ur.flgr. t h i s  o e r n c r .  o r  e x c e l s  l o s s  

inrurar.ee a s  p r o v i d e d  i r . A S  2 9 . 3 0 . 0 9 1 .  t h e  [THE] 

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

c h o i c e  r e q u i r e m e n t s  o f  A S  2 1 . 8 6 . 3 1 0 ,  a n d  s h a l l  o b t a i n  

s u c h  [THEJ i n s u r a n c e  p o l i c i e s  [ P C L I C T ]  f r o m  a n y  i n s u r e r  

a u t h o r i z e d  t o  t r a n s a c t  b u s i n e s s  i n  t h e  stat*» u n d e r  A S

2 1 . 0 9  a n d  A S  2 1 . 9 0 ,  a h o s p i t a l  a n d  m e d i c a l  s e r v i c e  

c o r p o r a t i o n  a u t h o r i z e d  rr ope-a*** ir r h i r  u r.rj^r i g 

2 1 . 8 “'. o r  f r o m  a h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  

a u t h o r i z e d  t o  o p e r a t e  i n  t h i s  s t a t e  u n d e r  A S  2 1 . 6 6 .

N siw iih ^  1 a r .d ir .s . c th c i  E rsy lila a a -g i- lA H « _ flL  - i / .z i l z  l e a s  
l r . r u r a r . e e  r e !  l e v  - a y  b e  o b t a i n e d  f r e e ,  a  h c m t a l  a n d  

fia ihesided  .12 agsaaid. ir. 
i h l s  s i u t c  ur.dtr A i . l l . £ r  . a r . l . a . l i : i  and a i s a l i l i i y
i n s u r e r  a u t h o r i z e d  tc o p e r a t e  i r  t h i s  s t a t e  u n d e r  A S

2 1 .0 9  an d  AS 2 1 . 9 0 .

A m e n d  p a g e  2, l i n e s  1 2 - 1 4 ,  p a g e  2, l i n e s  1-3, t o  r e a d :

(6) T h e  D e p a r t m e n t  of A d m i n i s t r a t i o n  s h a l l  m a k e  

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

b e n e f i t s  cr j r . n . n i : a m i :. ii h c r - f i t  c l A i r i  a n d  

p a y m e n t !  t o  a l l  i n s u r a n c e  c a r r i e r s  a u t h o r i z e d  [ L I C E N S E D ]



t o  o p e r a t e  in t h i s  [THE] s t a t e  a n a  q u a l i f i e d  t o  p r o v i d e  

t h e  d e s i r e d  b e n e f i t s  o r  I n s u r a n c e  c a r r i e r s . a n d  t h i r d  

p a r t y  a d m i n i s t r a t o r s  l i c e n s e d  t o  o p e r a t e , .lr._thg-gta.Le 

a n d  qualifier! t o  p r o v i d e  a d m i n i s t r a t i v e  s e r v i c e !  . T h e  

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

1, \9Cb a n d  at l e a s t  o n c e  e v e r y  s u c c e e d i n g  f i v e  y e a r s .  

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

c a r r i e r  ci t h i r d  p a r t y a d m i n i s t r a t o r  w i t h  a d e q u a t e  

s e r v i c i n g  f a c i l i t i e s  s h a l l  g o v e r n  s e l e c t i o n  o f  a c a r r i e r  

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

s e l e c t i o n  o f  a c a r r i e r  o f e x c e s s  l o o t  I n s u r a n c e  a s  

p r ̂ v 1 d <* d •- n A P

A m e n d  p a g e  2, l i n e s  2 7 - 3 0 ,  t o  r e a d :

C »  a n y  i n s u r e r  a u t h o r i z e d  t o  t r a n s a c t  b u s i n e s s  ir. t h e  

s t a t e  u n d e r  kS 2 1 . 09 anil A a  2 ' .. 90 or a . icscltal .an d  

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

► h i *  - t a r e  jr.der AS 2 1 . g~ [A!.' I N S U R A N C E  C A R R I E R ]  t o  

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

i n s u r a n c e  p r o v i d e d  u n d e r  A S  3 9 . 3 0 . 0 9 0 -  a n d  A S  3 5 . 3 0 . 1 6 0 ;  

a n d

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

b u s i n e s s  t n  t h e  s t a t e  u n d e r  A S  2 1  .C^-ar.o A S - 2 1 . 9 Q . _ - a  

h o s p i t a l  a n d  m e d i c a l  s e r v i c e  .oorcoraticr. -author.Lc.ed_!LC 

o p e r a t e  ir. t h i s  s t a t e  u nder. A S  2 1 . 5 7 .  or a  t h i r l  c a n y  

a d - 1 r. i st r at or l i c e n s e e  t o  o r e r a t e  i n  t h i s  s t a t e  l o r  t h e  

a d r . i m s t r a t i . c r — c f  b e n e f i t  c l a i m s  a t l . c a v c e r . t s  u zl&z.-rJL



BE IT ENACTED BV THE LEGISLATURE OF THE STATE OF ALASKA

Section 1. AS 39.30190(a)(4) is amended to read: ar^rvjp
(4) In procuring a nolic* of £rour health jmfl life insurance as provided 

under thin section or evccs< loss insurance as provided in A? 39.30 091. ’h* 'THE] 

Department of \onumsranon shall compiy with the dual choice requirements of AS 21.S6.31D, 

and shall ohm i the tnjurance policy from an {ANY] insure: authorized to transact business in
Tnnyacr c*o.*«iM

the late  unce: AS 21 0?-a hospital or nedtca? service cornoration authorjyed tcuai w a ic m
M

rh'« state unrcr Ag 21 S~ [AND AS 21.90]. or [FROM] a heaitn mainicnaru: organization 

a j  in or. zed to operate m tnts state ur.de: AS 21.S6 ->»— **+

evcett loss insurance nolio  mav be obtained Knrv. .»znocpt»»a<ww»a<cat=»cg»»»e

WORje 2 R A F 7 W O R K  2 P A T 7

Post'll * brand fax transmittal momo 7671

u "
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CS FOR HOUSE BILL NO. 34S (STATE AFFAIRS)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE • SECOND SESSION 

BV THE HOUSE STATE AFFAIRS COMMITTEE

OtTered:

Referred:

Spomonti: HOUSE RULES COMMITTEE UV REQUEST OF THE GOVERNOR

A BILL 

FOR AN ACT ENTITLED
c r o r v - j p

1 " A n  Act relating to the provision of group life^aref health insurance for sta* employees

2 by means of self-insurancc; to payment of the administrative costs of providing group
erym>p

3 health life insurance for state employee*:; and permitting the state to pu- ase group
orqrMja

4 health jw*r life insurance from certain organizations."



W"rv • t*~ n v r « .  ■-. »r»  • WORK D?AT? W C R K  D R A T ?

26

\v -i1 t^r?T̂ :=̂ TFTr=^ltPTtr^.~^=^??X3jgs1 a life or disability
r^O&xrt- t>uSir*f.S-S

insurer authorir.ca lOJ^tfitfi: in (hi< state under AS 21.09.
a«J m e d i c A l  bvr*tricc. cor/oor«.bior% .*

‘ Sec. 2. AS 39.30.090(a),5) is amended 10 read: ►*"••»•-•* '*• bASio-cs
0 rwj« • os. xi.e7

(5) Tn: Dcpanmen: of Administration shad malic a \ a i i a b i r iceificaaons for

desired insurance benefits or for administration of benefit claims nnd payments to al’
•♦-rn'wact Po ineiT  ■uJ2i<rBr— *** ~ .

insurance earners authorized uimh****!* [LICENSED] in this (THE] statt^anc auamitd to
"Twi ie . f ^ ie e . cn’ft'ni h ie / l l

p'ovidc the desired benef.ts nnd to insurance carricnjand third-party administrators licensed

to oncraic in this state and qualified to provide administrative services The specifications

shall be made available (ON OR BEFORE JULY I. !965. AND] a: leas: once every
f rmci’cmJ ■Se-'-vtic. GerfYinct*

(SUCCEEDING] five years. Tne lowest responsible bid submined by an insurance camc.^sr 

third-partv administrator with adequate servicing facilities snal! govern selection of a earner
madico-l aerVifocorp>«M.tion <*<-> ,0 Suranc<Z- A.f.C£v,!̂ .S-.
 f dr »nr(Tpart\ adfTUPisM-ator under this section or the selection of R e a m e r  cc&s loss

insurance as provided in AS 39.30.091.

• Sec. 3. AS 39.30 is amended oy adding a new section to read:

Sec. 39.30.091. AUTHORIZATION FOR SELF-INSURANCE. Notwithstanding 

AS 21.66.310 or AS 39.30.090. the Depa-tncnt of \dmmi:tratior. may provide. by means of self- 

insurance, one 0: more of the cer.ettts listed in AS 39.'0.090(a)(1) for state employees eligible 

for the benefits by law or under a collective bargaining agreement. Tne dependent shall procure 

any necessary excess loss insurance under AS 39.30.WO.

• See. A. AS 39.30.095(a) is amended to read:

(a) Tne commissir.tc: of administration shall establish the group health and life benefits 

fund as a special account in the general fund to provide for group life and health insurance unde:

AS *9.30.090 and 39.30.160 or for self- nsurcncc arrangements under AS 39.30.091. The 

commissioner shaL main .am accounts and re tores for the fund. The fund consists of employer 

contributions, employee contributions. tppropr.anons from the legislature. and tnccm: earned or. 

investment of the fund as provided in (d) cf this sec dor..

• Sec. S. AS 39.30.095(b) ii amended to read:

(0) After obtaining the adv-.ce of ar. actuary, die commissioner of adnumstraaon shall 

determine the amount necessary to provide benefits urcer AS 39.33.WC. 39.30 091., and 

35.30.160 and shall set the mt: of employer conr.oudor. and employee contribution, if any 

With none* ip the fund, the (THE) commissioner 0: administration shall pay premiums.; [AND]

csiiE :^;sta)
W. •»>; > g » r ':v ;  [S lilT i: Tit? IW L T : : :



>r j/uc*

' W O X K  d r a t ? w o r k  d r a f t  w o r k  d r a f t

1 clam s, and administrative cost? reouired under [IN' ACCORDANCE WITH] ihe insurance

2 policies in effect unde: AS 39.30.090 and 39.30.160, or required under self-insurance

3 arraM»cmcnts in effect under AS 3^.30.091 [WITH MONEY IN THE FUND).

A ’ Sec. 6. AS 39.30.095(c) is amended to read:

5 (c) Tne commissioner of administration or the designee of the commissioner is

6 administrator of the fund. Tne commissioner may contract with

7 MJ an insurer nutliori7cd tn transact business in this stale under AS 21.09.
TrH " » e r  p .h .qcul

S nr a hospital or medical service corporation authorized in this state under

9 A? 21.87 (INSURANCE CARRJERj to reimburse the state for the cos: of administering group

10 insurance provided under AS 39.30.090 and 39.30.160: and

11 a life or disability in<ure- authorized to transact business in the state

12 under AS 21.09. a hospital or meuical service corporation authorized to operate in this state
+rtxnstizr- ttufrihAiA

13 under AS 21.S*. or a third-partv administrator licensed toAop»r<r*c in this state for the

14 administration of benefit claims and payments under AS 39.30.091.

15 * See. 7. AS 39.30.095(d) is amended to read:

16 (d) If the commissioner of administration determines that there is mere money in the

17 fund than the amount needed to pay premium^ [OR] benefits, and administrative costs for the

IS current fiscal year, the surplus, or so much of it as the commissioner of administration considers

19 advisable, may be invested by the commissioner of revenue ir. the same manner as retirement

20 funds are invested under AS 14.25.180.
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CS FOR HOUSE BILL NO. 348 (STATE AFFAIRS)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION 

BY THE HOUSE STATE AFFAIRS COMMITTEE

Offered:
Referred:

S^njorfs): HOUSE RULES COMMITTEE BY REQUEST OF THE OOVERNOR

A BILL 

FOR AN ACT ENTITLED

1 ' An Act relating (o the provision of group life or group health insurance for state

2 employees by means of self-insurance; to payment of the administrative costs of providing

3 group health or group life insurance for state employees; and permitting the state to 

•1 purchase group health or group life insurance from certain organizations."

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: ,
* '

6 • Section 1. AS 39.30.090(a)(4) is amended to read:

7 (4) In procuring a nolicv of group health or group life insurance as provided

b under this section or excess loss insurance as provided in AS 3930.091. the [THE]

9 Department of Administration shall comply with the dual choice requirements of AS 21.86.310,

10 and shall obtain the insurance policy from an [ANY] insurer authorized to transact business in

11 the state under AS 21.09. a hospital or medical service corporation authorized to transact

12 business in this state under A S  21.87 [AND AS 21.90], or [FROM] a health maintenance

13 organization authorized to operate in this sute under AS 21.86. An excess loss insurance policy

14 mav he obtained from a life or disability insurer authorized lo transact business in this state

Km. Z tU Ttt TtXT fiMfJTTtOl
CSIIB 34*STA>



1 under AS 21.09.

2 • Sec. 2. AS 39.30.090(a)(5) is amended to read:

3 (5) The Department of Administration shall make available bid specifications for

4 desired insurance benefits or for administration uf benefit claims and payments to iA± all

5 insurance carriers authorized to transact business [LICENSED] in this [THE] state under

6 AS 21.09 and all medical service corporations authorized to transact business under

7 AS 21.87 who are [AND] qualified to provide the desired benefits; and (B) to insurance

8 carriers, medical service corporations, and third-partv administrators licensed to transact

9 business in this state and qualified to provide administrative services. The specifications

10 shall be made available [ON OR BEFORE JULY 1, 1965, AND] at least once every

11 [SUCCEEDING] five years. The lowest responsible bid submitted by an insurance carrier.!

12 medical service corporation, or third-partv administrator with adequate servicing facilities

13 shall govern selection of a carrier, medical service corporation, or third-partv administrator

14 under this section or the selection of an insurance carrier to provide excess loss insurance

15 as provided in AS 39.30.091.

16 • Sec. 3. AS 39.30 is amended by adding a new section to read:

17 Sec. 39.30.091. AUTHORIZATION FOR SELF-LNSURANCE. Notwithstanding

18 AS 21.86.310 or AS 39.30.090, the Department of Administration may provide, by means of self-

19 insurance, one or more of the benefits listed in AS 39.30.090(a)(1) for state employees eligible

20 for the benefits by law or under a collective bargaining agreement. The department shall procure

21 any necessary excess loss insurance under AS 39.30.090.

22 • Sec. 4. AS 39.30.095(a) is amended to read:

23 (a) The commissioner of administration shall establish the group health and life benefits

24 fund as a special account in the general fund to provide for group life and health insurance under

25 AS 39.30.090 and 39.30.160 or for self-insurance arrangements under AS 39.30.091. The

26 commissioner shall maintain accounts and records for the fund. The fund consists of employer

27 contributions, employee contributions, appropriations from the legislature, and income earned on

28 investment of the fund as provided in (d) of this secnon.

29 * Sec. 5. AS 39.30.095(b) is amended to read:

30 (b) After obtaining the advice of an actuary, the commissioner of administration shall

31 determine the amount necessary1 to provide benefits under AS 39.30.090. 39.30.091. and

WORK DRAFT WORK DRAFT WORK DRAFT

CSIIB 34&STA) ■1»
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1 39.30.160 and shall set the rate of employer contribution and employee contribution, if any.

2 With money in the fund, the [THE] commissioner of administration shall pay premiums! [AND]

3 claims, and administrative costs required under [IN ACCORDANCE WITH] the insurance

4 policies in effect undci AS 39.30.090 and 39.30.160, or required under self-insurance

5 arrangements in effect under AS 39.30.091 [WITH MONEY IN THE FUND],

6 * Sec. 6. AS 39.30.095(c) is amended to read:

7 (c) The commissioner of administration or tlie designee of die commissioner is

E administrator of the fund. Tlie commissioner may contract with

9 0 1  an insurer authorized to transact business in this state under AS 21.09.

10 or a hospital or medical service corporation authorized to transact business in this state

11 under AS 21.87 [INSURANCE CARRIER] to reimburse the state for the cost of administering

12 group insurance provided under AS 39.30.090 and 39.30.160; and

13 (2) a life or disability insurer authorized to transact business in the state

14 under AS 21.09. a hospital or medical service corporation authorized to transact business

15 in this state under AS 21.87, or a third-partv administrator licensed to transact business in

16 this state for the administration of benefit claims and payments under AS 39.30.091.

17 • Sec. 7. AS 39.30.095(d) is amended to read:

18 (d) If the commissioner of administration determines that there is more money in the

19 fund than the amount needed to pay premiums, [OR] benefits, and administrative costs for the

20 current fiscal year, the surplus, or so much of it as the commissioner of administration considers

21 advisable, may be invested by the commissioner of revenue in the same manner as retirement

22 funds arc invested under AS 14.25.180.

•J*
»;>. -«.» ISiilTtZ 7£X7 tMCKSTBI
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FISCAL NOTE

Revision Date:_________ March 18,1992_______________
Title: An Act relating to the provision of group life and 

Health insurance by means of self-insurance

Sponsor House Rules Committee_______________
Requestor. House State Affairs Committee--------------

Expenditures/Revenues: (Thousands of Dollars)

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Department Affected: Administration________
BRU: Retirement and Benefits______________

Component: Retirement and Benefits________

COMPONENT SERIAL NO. 61____________

131LL NO. CSH13 348 (SA)

OPERATING FY93 FY 94 FY95 FY96 FY 97 . _ KY.S.8
PERSONAL SERVICES 0 0 0 o 0
TRAVEL 0 0 0 0
CONTRACTU AI, o 0 0 0 "
SUPPLIES 0 0 0 0 0

0 0 0 0 0 0
LAND U STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

(c a p it a l 0 0 0 0 0 0 1

REVENUE 
FUND SOURCE:

0 0 0 0 0 0

FUNDING: (Thousands of dollars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 
FUND SOURCE 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS
FULL-TIME 0 p 0 0 0 0
PART-TIME p 0 0 P 0 0
TEMPORARY: 0 0 0 0 0 0

■» •
Estimate of current year impact: nocy
ANALYSIS: (attach a separate page if necessary ) This bill would authonzc the Department of Administration to
utilize self-insurance in addition to the competitive bid process for insurance earners. Sclf-insurancc could then be 
undertaken assuming that savings or other advantages could be demonstrated.
_______________________ y f  ~  p  S _________________________________________
Prepared Bv Cary Bader /  \ /X  Phong
EmaflSI RcilISnsnL fcngftti______________________  EilS__________March 18.1992_________

Approved by Commissioner Nancy Bear l  v:ra i&C  D ue 2 /£ *  / * * —______________
Agency:_______ Department of Administration ^

Distnbution (by preparer): Legislative Finance. Legislative Sponsor. Requestor, OMB U Impacied Agency(ies).
Rev 10/90 Page 1 of I
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Dale Referred: I-chiuary 26. 1992 FURTHER REFERRALS:

Dale of Commillce Action: . -

llie ST AT I- Al l/MRS ('oiiiuiittcc considered:

Judiciary

h b  m

HOUSE BILL NO. 348 GROUP HEALTH & LIFE INS: STATE EMPLOYEES

"An Act relating to the pro\isinn of group life and health insurance lor stale employees by means of 
self-insurance; and to payment of admmislinlivc costs ol providing group health and life insurance for state 
employees."

RECOMMENDATIONS: 
be replaced with
( ) have attached amcndmcnts(s) 

1 do pass 
I ] do not pass 
| ) no recommendations 
[ ] individual recommendations 
( ) additional referral to the___

P ,? ,M 3 3 4 a  ( b m )
( J the same title 

-l/V] a new title

Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): ^

( 1 fiscal impact________________________

( ) zero fiscal note _

APPROVES PREVIOUS:

( ] fiscal notc(s)______

(DcpCDitt)

ZlY] zero fiscal note(s)

OTHER RECOMMENDATIONS

1C
/ C U M( HAIR MAS S SIGNATURE

SIGNING D O  rASS



M a r c h  20, 1 9 9 2

T h e  H o n o r a b l e  G e n e  K u b i r a  

C h a i r m a n ,  H o u s e  S t a t e  A f f a i r s  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

D e a r  R e p r e s e n t a t i v e  K u b i n a :

D u r i n g  t h e  S t a t e  A f f a i r s  C o m m i t t e e ' s  c o n s i d e r a t i o n  o f  H B  3*18, 

t h e  d e p a r t m e n t  w a s  a s k e d  t o  p r o v i d e  a c o m p i l a t i o n  o f  t h e  

v a r i o u s  r i s k  e x p o s u r e s  o f  t h e  S t a t e  a n d  h o w  t h e s e  r i s k s  w e r e  

i n s u r e d .

E n c l o s e d  is a g e n e r a l  l i s t i n g  o f  i n s u r a n c e  c o v e r a g e s  

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

e a c h  o f  t h e s e  a r e a s ,  if a n y ,  is i n d i c a t e d .

1 a p p r e c i a t e  t h e  c o m m i t t e e ' s  i n t e r e s t ,  a n d  if a d d i t i o n a l  

c l a r i f i c a t i o n  o r  i n f o r m a t i o n  is n e e d e d ,  p l e a s e  let m e  k n o w .

NBU/nl

E n c l o s u r e

c c :  P a u l  F u h s
L e g i s l a t i v e  L i a i s o n  

O f f i c e  o f  t h e  G o v e r n o r

0 I M L M



S TA TE  O F A L A S K A

FY 92 Insurance Program
C o v e r a g e Amount of 

Self-Insurance 
Per _QccuEmic.c_

Limit of 
Insurance Coverage

PROPERTY (all risk) 

(EARTHQUAKE & FLOOD)

BOILER & MACHINERY

LIABILITY • Per occurrence 
(including general 
liability, auto, professional 
liability, medical malpractice, 
directors & officers, etc.)

LIABILITY SIR AGGREGATE

FOREIGN LIABILITY

WORKERS1 COMPENSATION

MARINE LIABILITY 
Marine Vessels

FERRY DOCKS

AVIATION LIABILITY 
Airports 
Aircraft
National Guard

MULTI LINE AGGREGATE 
(Property & Marine) 
(Aviation)

EMPLOYEE FIDELITY BOND

FOUR DAM POOL (AEA)

SBS Employee Life Insurance 

SBS Act. Death & Dismemberment

51.000.000

$1,000,000 minimum 
or 2%

SI 0,000

55.000.000

S 10,000,000 

NONE

Full self insurance

SI.000,000 
S 1 . 0 0 0 . 0 0 0

$250,000

$250,000
$250,000
$250,000

51,000.000 SIR 
S 1,500,000 SIR

$250,000

$10,000,000
except quake & flood
2% * values at locations

None

None

$100,000,000

$100,000,000

$10,000,000

$100,000,000 
(excludes discrim., 
pollution, asbestos, 
punitive, etc.)

$100,000,000

51.000.000

None

$200,000,000 
Specified values

Stated values
55.000.000 Limit

$500,000,000
$500,000,000
$500,000,000

$5,000,000
$300,000,000

$20,000,000

$50,000,000

$48,000/occurrencc 

$ 100.000/occurrence



C o v e r a g e
page 2

Amount of Limit of
Self-Insurance Insurance Coverage 
Per Occurrence_________________________

SDS Disability None Varies with salary

Basic Employee Life Insurance None 52000/occurrcncc

Basic Employee Acc. D & D None S5000/occurrcncc

Optional Employee Life None S60,000/occurrcnee

Optional Employee Acc. D & D None SI20,000/occurrcncc

Employee Travel Accident None S100,000/occurrcncc

Employee Health Insurance None S2S0,000/lifctimc

SBS Health Insurance II None S250.000/lifctimc

SBS Health Insurance I None S I.000,000/lifc time



FISCAL NOTE
BILL NO. CSHB 348 (SA)

STATE OF ALASKA
1992 LEGISL/. FIVE SESSION

M arch 18.1992Revision Dale:_____
Title: An Act relating to the provision of group life and 

Health insurance by means of self-insurance

House Rules Committee.Sponsor___
Requestor House State Affairs Committee..

Department Affected: Administration
13RU: Retirement and Benefits______

Component: Retirement ond Benefits

COMPONEN f SERIAL NO. (A

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY94 IT  95 IT  96 . FT97 . ... FY 98
PERSON AL SERVICES 0 0 0 o 0
TRAVEL 0 0 0 0 0 o
CONTRACTUAL 0 . > 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND k STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

C A P IT A L 0 0 0 0 0 0  1

R E V E N U E  
F U N D  S O U R C E :

0 0 0 0 0 0

FUNDING: (Thousands of dollars)
CENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER
FUND SOURCE 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS
FULL-TIME: 0 0 Q p 0 0
PART-TIME: Q p 0 0 0 0
TEMPORARY: 0 0 0 0 0 0

Estimate of current year impact: none
ANALYSIS: (attach a separate page tf necessary ) This bill would authorize the Department of Administration to 
utilize sclf-insurancc in addition to the competitive bid process for insurance earners. Self-insurance could then be 
undertaken assuming that savings or other advantages could be demonstrated.

Prepared Bv: Gary Bader Phone 4654470
giaaop.______Rflircfpcm andfcnefo*__________________________  B a it_____ March is. 1992______________

Approved by Commiss»on«:____SflngV-BeatL'icra Pate ______________
Agcrcy_______ Department of Administration ^

Distnbution (bv preparer): Legislative Finance. Legislative Sponsor, Requestor, O M B  U  Impacted Agcncyiies).
Rev 10/W Page 1 of 1



BILL NO. CSHB 348 (SA)

Revision Date:_________ March 18.1992_______________
Title: An Act relating to the provision of group life and 

Health insurance by means of self-insurance

Sponsor._______House Rules Committee_______________
Requestor House State Affairs Committee________

Expenditures/Revenues: (Thousands of Dollars)

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Department Affected: Administration
13RU: Retirement and Benefits_____

Component: Retirement and Berne fils

COMPONENT SERIAL NO. 61

O P E R A T I N G PY 93 FY94 FY 95 FY 96 FY 97 FY9B

PERSONAL SERVICES 0 n 0 o n 0

TRAVEL 0 0 0 0 0

CONTRACTUAL 0 0 0 0 0 0

1 I i l _ Q 0 0 0 0 0

EQUIPMENT 0 0 o 0 0

LAND & STRUCTURES 0 0 0 0 0 0

CRANT5. CLAIMS 0 0 0 0 .
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

C A P IT A L 0 0 0 0 0 0 1

R E V E N U E  
F U N D  S O U R C E :

0 0 0 0 0 0

FUNDING: (Thousands of dollars)
CENTRAL FUND 0 Q 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 
FUND SOURCE 0 0 0 0 0 0
T O T A L 0 0 0 0 0 0

POSITIONS

ri Q p 0 o 0 0
P A R T-m fF: 0 : 0 0 0 0
T E M P O R A R Y : 0 0 0 0 0 0

Estimate of current w ar impact: nocy__________________________________________________________________
ANALYSIS: (attach a separate page if necessary) This bill would authorize the Department of Administration to 
utilize self-insurance in addition to the competitive bid process for insurance carriers. Self-insurance could then be 
undertaken assuming that savings or other advantages could be demonstrated.

f / f  y '.n  ""”7 /
Prepared Bv; Gary Bader . /('(■'-vv' / '"  * • ' . /  k - r - V  ^  Phone aamTH
Cmsigft______faureiram Benefit*___________________ Dale._________ March is . iq?:______________

Approved by Commissioner____Nancy Bear Uxra Pate ? . a »  _________________
Agency:_______ Department of Administration ^

Distribution (bv preparer): Legislative Finance, Legislative Sponsor. Requestor. O M B  U  Impacted Agencyitcs).
Rev 10/90 Page 1 of J



S>ATE OF ALASKA
1992 LEG ISLATIVE  SESSION

FISCAL NOTE
B IL L  NO. HB 348

R e v is ion  D a t e :__________________________________________________
T id e : A n  Act relating lo  group life a n d  health insurance (or State
e m p 'ov ees  by  m e a n s  of self-insurance.___________________________
S pons o r : R u les  Com m ittee_______________________________________

Departm ent Affected: Administration 
B R U :  R isk  M anagem ent_____________
C o m p o n e n t : R isk  M a nag em e nt

Requestor: Governor C O M P O N E N T  S E R IA L  N O .

Expend itures/R evenues : (T h o u s a n d s  of Dollars)

O P E R A T IN G F Y  93 F Y  94 F Y  95 F Y  96 F Y  97 F Y  98
P E R S O N A L  S E R V IC E S 0 0 0 0 0 0
T R A V E L 0 0 0 0 0 0
C O N T R A C T U A L 0 0 0 0 0 0
S U P P L I E S 0 0 0 0 0 0
E Q U IP M E N T 0 0 0 0 0 0
L A N D  A S T R U C T U R E S 0 0 0 0 0 0
G R A N T S .  C L A IM S 0 0 0 0 0 0
M IS C E L L A N E O U S 0 0 0 0 0 0
T O T A L  O P E R A T IN G 0 0 0 0 0 0

C A P IT A L 0 0 0 0 0 0

R E V E N U E
F U N D  S O U R C E : 0 0 0 0 0 0

F U N D I N G :  (T h o u s a n d s  of Dollars)
G E N E R A L  F U N D 0 0 0 0 0 0
F E D E R A L  F U N D S 0 0 0 0 0 0
O T H E R
F U N D  S O U R C E : 0 0 0 0 0 0
T O T A L 0 0 0 0 0 0

P O S IT I O N S .
F U L L - T IM E 0 0 0 0 0 0
P A R T - T IM E 0 0 0 0 0 0
T E M P O R A R Y 0 0 0 0 0 0

Estim ate of cur ent y e a ; im p a c t  0 
A N A L Y S IS : (A n a cn  a  separate p a g e  rf n c c e s s a ^ .)

S e e a t a c n e d .

Prepaiedby Donald J Hitcftcocx________________     Phone 465-21EJ
Dmsjon: Risk M anroorent Date: / P  • / / • « / /

A fio ro *d  bv Ccmmssioner Nancv Bear Usem *
Agency A < jm m w *>n | \ J 0 ^ ----------------- Date

Okssitwoon ( O i  preparer): L e g . F i n .  Le^ satrve S ponsor . H e q u e s a r . C M & O B R .  G o v . L e g *  O l d .  &  im pacted  A g e n c ie s ) .

R e v  1 O D 7 0 1  P a o e  1 of J u
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CONTINUATION OF FISCAL NOTE ANALYSIS
House Bill No. 348

This bill is enabling legislation to allow the State to self insure state employee medical and/or 
life insurance benefits. It is anticipated that any possible increased state administrative costs 
for such a program should be more than offset through increased income from cash flow and 
other cost savings. In other words a self insurance program would be implemented only if 
cost savings is possible.

Potential benefits of a self insurance program would be elimination of certain insurance 
company charges; positive control of the insurance program which might include use of 
employee incentives to reduce costs; and increased competition from bidders for 
administration and/or aggregate loss (excess) insurance policies.

Tlie present medical benefits program for active state employees costs the State approximately
S65.000.000. a year therefore cash flow and interest earnings may become an important fiscal 
consideration.

Possible problems due to a catastrophic increase in claims costs for any one year may be 
controlled through purchase of aggregate loss policies to pay excess costs either on an 
individual claim basis or in the aggregate.

Passage of this enabling legislation is fundamental to making all options available to the State 
in the administration and implementation of a cost effective group health and life benefits plan 
for its employees.



FISCAL NOTE

STATE OF ALASKA
1992 LEGISLATIVE SESSION

■ BILL NO, HB 348

Revuon Dale;________________________________________ _
Tl lie: An Act relating to the provision of group life and

Department Affected: _ Administration 
BRU: Retirement k  Benefits_________

health Insurance for state em ployees by means of 
selM nsurance

 HouxJSulci£pmmittg--------------------Sponsor___
Requestor. CovoTor

Expenditures/Revenues: (Thousands of Dollars)

Component:____ Retirement U  Benefits

COMPONENT SERIAL NO.____

OPERATING FY93 FY94 FY95 FY96 FY97 FY 98

PERSONAL SERVICES o 0 0 Q o o

TRAVEL 0 0 0 Q o 0
CONTRACTUAL 0 0 o Q o 0
SUPPLIES Q 0 o ( L 0 90 0 0 o 0 0
LAND St STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 o o 0 0
MISCELLANEOUS 0 0 o 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

| CAPITAL 0 0 0 0 0 0 1

REVENUE 
FUND SOURCE:

0 0 0 0 0 0 i
FUNDINC: (Thousands o f dollars)
GENERAL FUND 0 0 o o 0 o
FEDERAL FUNDS 0 0 o 0 0 0
OTHER
FUND SOURCE 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS
FULL-TIME o 0 0 0 L o p

0 o o J 0 0 p
TEMPORARY: 0 0 o 0 0

ANALYSIS: (attach a separate pa*e if necessaryJ_ Thit  bul would au th onze the Department of Admintstranon to 
the competitive bid process for insurance cam era Self • 

net or other a d v a n u eet could be demonstrated
utilize self funding for health insurance in addition to 
insurance could then be u n d c r t4 /n  saturnine j^at va\i
Prepared B v Cary Bader ^ Phone: 465-HT)
Dlvtston: Recrement and Ber/hts Date A l tl  ♦ #

Approved by Commissioner .Nancy, Bear L’sera . . . .  Date
Actncvr _ Deoartrocflt oiAdm inistration

Distribution (by preparer): Legislative Finance, Legislative Sponsor. Requestor. O M B  k  l> pacted Agencyttes).
Rev 10/90 Page 1 of 1
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House State Affairs Committee 
Representative Gene Kubina, Chair

DATE: March 23, 1992 P L A C E :  Capital Room 102

S U B J E C T  O F  M E E T I N G :
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House State Affairs Committee 
Representative Gene Kubina, Chair

D A T E :  March IH, 199? P L A C E :  Capital Room 102
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*HJR 3

HB 34B

SB 166

S.IR 37 ~
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i’l'.v.'hvtl iiiLUiU'-;______________________
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