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"Daar Speaker Gruaeendorft

Undar tha authority of art.  ZZZ aac. |lI, of tha Aaaka
%onatltutlon Z amtransmltltlng a bill that vould authorlta

atata to provida group | ad haal h Inauranca for Ita
aaployaaa by neama of “aalf-inauranca.

Sa)tlgtrathrmata I%%% o Vaéglntayr?atrﬁ* Itcoaﬁfba?’ra claltara;hagéb*
| |

ban*fit* Th* atata haa conaldarad aalf- mau %X‘ but th*

currant atatuta, AS 39.30.090, dooa. not authoriio e
Inf. Qo Atty G (Mach 14 663—09—230} Thla

Ieglslatlon la propoaad to permit th* "atata to aalf-Inaura,
)( mcreasmg ita_flaxibillty In addressing th* coat of

group if* and haalth inauranca for ita actlv* aaployaaa.

The bill alas authorlta* aalf inauranca adainiatrativ* coata
to ba paid fromt gkou haalth ad lif* banaflta fund, ad
nmekaa claar tha administrative coata of purchaalng
Inauranca ar* aJao to b* paid from th* fund.

Amnt%th* otantlal ban ficial affacta of aalf- mauranc* ar*
a ra uctlon or al alnatlon of inauranca chargaa,

oaItIv* control f th* aad |ca th* atata cludl
Eb usa of Incantlv* prograaa rgtﬁgrb%l éo

Inauranca market, ad " (3) competltlon from
radical banaflta prowdaraJc WhICh could raault dacraaaed
premunt™ ad adainiatrativ* coata.

Vd baliava that thla b|II WI|| algnlflcantly mcrease th*
abjlity of th* atat keeptha co t banaflta
undar contro mcraaa as wal h* state's barge nin

Pw\er it negotlate* W|th Iit*, Inaur a.. In view “of jt
rance to roaching review* inauranca pol|cy

propoaas urge your prompt and favorabla action
on thia aaaaura.

Sincerely,

[e]

Walter J. Hickal
Governor"
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MEMORANDUM State of Alaska

Department cf Lav/

Honorable John Andrews March 14, 193?

Commissioner

Deoarrnenc of Administration 663-39-0230
465-2600

Authority for self-
ir.surance and cafacaria

[ » .o J 1 4 plan
. ~ AS.
0k virginia 3. Ragle J
Assistant Accofney General
Governmental Affairs-Juneau

You have asked whether che Department or Administration
(the department) has auchoricy cj provide group he&lah 1insurance
coverage for scace employees by self-insuring or through cafeter —
ia plan polLicies. There is r.o clear scarurorv authority for che
department to provide cr.e coverage bv self-insuring. We recon-—
vene cnac LegesLacion be incroduced, or chac a pending bill be
amended, co establish authority for self-insurance, 1ir che de—
partment chooses co pursue chac nechod of providing group healch

coverage. We conclude chac che department currently has auchor —
icy co o"ocain a policy chac provides insurance coverage through a
cafeteria plan. However, depending upon how che cafeceria plan

is implemented, regulatory and scacuccry changes nay be required.

I. Self-insurance

The department 1is authorised bv AS 39.20.0°0 co provide
zrouo insurance for employees. (IJncer chac statues, che_ depart—
ment nay oocain a policy or policies of group insurance for stace
employees, retirees, and employees of other participating govern—
mental wunits. The statute secs out the kinds of coverage chac
aay be provided in a polity, Che persons who must be covered by a
policy (unless exempt under regulations), and che manner in which
che department must obtain policy from insurance carriers

The statute neither specifically prohibits nor specifi—
cally authorises provision of grcuo hea.cn coverage enrough self-
insurance However, che statute induces nancatorv language such

7Ve 5e(garment of Acmr.iseratier. anal, oocair. t-"e tr.sv.rar.ee
ooLTcv trca anv 1insurer auc.nonsec co transact Business in the
J-9A5..1' ana aiso rfcuir*s cnac an opportunity co bid co provide

che Insurance ber.er be made available to iInsurant" 1Ii.ir—.era it
eyijrv. v« Vve*rs. ._Those orovisi

is mature corienPiateﬁ-J/W:ﬂ4.aO”iCV_CDr grouo’bMerage r stace

employees would be Idsureo”unctr poLidBes oocainea insuring

companies. with races escaolisned competitivelLy.

DKPT. or LAU



March 14, 1989

Hon. John Andrews, Commissioner
Paze j?
5

Department of Administration
663-89-0230

AS 39.30.095 requires the commissioner_of 1iriminisen-
tion to establish a group health ar.d Life benefits fund. The
Language or AS 39.30.095 dees not clearly authorize selLf-insur-
ance. Although this statute provides chac the department shall
pay premiums and claims from the fund, che department 1is required
co make <che payments in accordance with insurance polLicies 1in
effect under AS 39.35.090 and under che Supplemental Benefits

System (S3S).

Legislative history does not shed much Light on the

purpose of AS 39.30.095. Ve have traced che origin or chac sec—
tion co "housekeeping™ legislation requested by che department
in 1980. Dept, of Law fiLe no. J-77-G54-81. The department

explained chac che fund would

eliminate che advantage che 1insurance company now
has co the interest earned from che funds it holds.
The Jlanguage 1is permissive rather chan mandatory;
the state could still allow che insurance company

to hoLd che fund3, (1/)

The seccion-by-section analyses chac accompanied che bills in
which che provisions of AS 39.30.095 appeared during che 1981 and
1982 legislative sessions (H3 121, S3 121, and S3 827) explained

chac che section was

included at <che wurging of che State®s benefits
consultants. The existence of a fund will provide
che flexibility needed co negotiate for and pro—
cure core Tfavorable terms from insurance compa—
nies. Our consultants 1inform us that such added
flexibility has led co substantial savings in och—

er systenms.

The private consultants have adyised us that it v.i3 their inten—
tion chat 1in rccoszzending establishment of the fund, m addition
co earning Interest on the fund, the state would gam tbe flexi—
bility to self-insure. The consultants®™ initial recocaendacion
or language for che section included specific reference to self-
-ns_uT.?ns-»Li now«ygri._no sucry.snecrrtc rererence was Includid_!in
any Qrarc of the bills that we have found. Furthermore, che sec-
cion was not explainer to che legislature as having che effect of
authorizing self-insurance. In testimony co legislative commit—
tees, representatives of che division of retirement and benefits

1/ October 30, 1980 memorandum +from Director of Administrative
Services CrondahL co Commissioner Hudson.



Hon. John Andrews, Commissioner March 14, 1989
Department of Administration Paco
663-89-0230 *

included the section with provisions of the bill3 that were char—
acterized as ""strictly housekeeping," 2/

Because the statutes provide for provision of croup
health coverage through ooLicles obtained from Insurance compa—
nies and there 1Is no specific authorization for provision of
group health coverage by seit-insurance. or~~even an 1indication
that the legislacureever considered self-insurance as an oprionT"
ve recommend that legislation be pursued to provide specific au—
thority for alternatives to conventional insured pland. such as
solf-insuranceT We note that last year the Washington Legisla—
ture passed legislation, known as the Washington State Health
Care Reform Act of 1988, which 1includes specific authority for
3elf-insurance of state employee health benefits. A copy of the
Washington statutes, RCW 41.05, 1is enclosed.

1. Cafeteria plan

There are no provisions in AS 39.30.090 that prescribe
Che 1level of health insurance coverage chac must be provided 1in
che policy or policies obtained by che department, che amount of
deduccable chat a policy may require covered Individuals to pav,
or the manner 1in which premiums co 1{insurance companies must be
paid. The department has broad authority to determine che terms
and structure of che insurance policies it obtains. 3/ Provision
of health |Insurance coverage under a "cafeteria plan™ qualified
under 26 U.S.C. 125 vould be within che scope of chac authority,
and would not conflict with any provision of AS 39.30.090. 4/

2/ March 18, 1982 testimony of Director Paul Arnoldc on S3 827
to Senate State Affairs Committeej May 12, 1982 testimony of Dep—
uty Director Ken Humphreys on S3 121 to House Health, Education,

and Social Services Committee.

3/ O0f course, some Issues regarding employee health benefits are
subject to collective bargaining under the Public Employment Re—
lations Act, AS 23.40.070 -- 23.40.260. See 1978 Op. Att"y Gen.

No. 3 (Jan. 23>i 1988 Inf. Op. Att"y Cen. TTan. 1j 366-356-83).

4/ The dvancage of such a plan is chac. 1if any of che benefit
options offered by che plan require payment of part of che pre—
mium by che employee, che employee®s part of che premium could be
paid by a voluntary reduction of pretax wages, which would reduce
che employee® federal Income taxes. Nothing 1in AS 39.30.090
precludes che department from offering Insurance options chat
require employees co contribute co premiums.



Hon. John Andrews, Commissioner March 14, 1989
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663-89-0230

Depending upon how che department chooses to implement
Che cafeteria plan, regulacoryjg.and statutory ~changes may be
needed. For example, since AS "#7~ 30.090 requires the group pol—
icy to cover state employees, their spouses, and their dependent
children wunless exemoc under regulation, if che plan allows an
employee to elect individual or family coverage, a vregulation
must be adopted co permit exemption of coverage for family mem—
bers upon election by the employee.

Some mention has been made of a plan chac would allow
employees co choose between receipt from che state of cash or of

various levels of health 1insurance <coverage. Cash received by
employees from che state under che plan would constitute taxable
income under the |Internal Revenue Code. If this kind of provi—

sion is included 1in a cafeteria plan chosen by che department,
statutory changes may be needed <co clarify <chat cash received
under che plan does not constitute "compensation"™ for purposes of
determining employees” contributions <co <che state S( retirement
systems or SBS or determining che amount of employees retirement
benefits. Legislative authorization may also be needed co allow
cash co be paid under che cafeteria plan co state employees who
are subject to che state pay plan under AS 39.27.

Please let us know 1if we can provide further advice in
this matter.

VBR/pjg
Enc.
ccj Sally Smith, Director

Division of Retirement and Benefits
Department of Administration
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February 14, 1992

"An Acl relating to the provision of group life and health insurance
for state employees bymeans of self-insurance; and to payment of
administrative costs of providing group health and life insurance for

state employees."”

Section 1. Current law requires DOA to obtain healthcoverage from
an insurance company or HMO licensed in Alaska.

The proposed languageextends the ™"licensed in  Alaska"
requirement to the procurement of excess loss insurance. Excess loss
insurance is commonly wused in sclf-insurancc situations.

Section 2. Current law requires the State torequest bidsfrom Alaska
licensed insurance carriers for health coverage at least every five years and
that the carrier with the Jlowest responsible bid shall be the winning bidder.

The proposed language would mandate the same five year
bid cycle and ™"licensed in Alaska" requirement for excess loss coverage
procured in the event of self insurance.

Section 3. Current law requires the health insurance benefits to be
provided by insurance companies as outlined in Section 2.

The proposed language authorizes DOA to self-insure
health insurance benefits as an alternative to usinginsurance companies.
The language also requires that any excess loss coverage be procured the sime
as health insurance.

Section 4. AS 39.30.095

(a) Currentlaw establishes 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 describes what money the fund shall
consist uf and requires the commissioner of administration to maintain
accounts and records for the fund. Inasmuch as payment of premium has
been made directly to insurance earners, this fund has not been used.
However, it would be necessary under a self-insurance arrangement.

Proposed language would expand the purposes of the fund
to include self-insurance arrangements.

(b) Current law requires the commissioner to obtain an
actuarial determination of the estimated cost of the insured coverages and to
set the contribution rate to the fund for both employer and employee. The
current language furtherrequires that premiums and claims for carrier
insured benefits be paid with money in this 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

self-insurance.



DEPARTMENT OF ADMINISTRATION
PROPOSED AMENDMENTS TO HB 348

Page 1, line 2. Delete the word, ™and"™.
Amend page 1, line 3, to read:

health and life insurance for state emplnvecs; ond
permitting the state to purchase group health and life

insurance from certain organizations".

jnend page 1, lines 6-10, to read:

4) Ir. procuring a policy cf group life and health
insurance as provided ur.flgr. this oerncr. or excels loss
inrurar.ee as provided ir.AS 29.30.091. the [THE]
Department of Administration shall comply with the dual
choice requirements of AS 21.86.310, and shall obtain
such [THEJ insurance policies [PCLICT] from any 1insurer
authorized to transact business in the stat*» under AS
21.09 and AS 21.90, a hospital and medical service
corporation authorized rr ope-a*** ir rhir ur.rj®r ig
21.8°“% or from a health maintenance organization
authorized to operate in this state under AS 21.66.

Nsiwiith~lar.dir.s.cthci Ersylilaaa-gi-lIAH«_fIL -i/.zilz leas
Ir.rurar.ee re! lev -ay be obtained free, a hcmtal and

fiaihesided .12 agsaaid. ir.
ihls siutc ur.dtr Ai.ll.£r .ar.l.a.li:i and aisaliliiy
insurer authorized tc operate ir this state under AS

21.09 and AS 21.90.
Amend page 2, lines 12-14, page 2, lines 1-3, to read:

(6) The Department of Administration shall make
available bid specifications for desired insurance
benefits cr jr.n.ni:zami > i1 hcr-fit clAiri and

payment! to all insurance carriers authorized [LICENSED]



to operate 1in this [THE] state ana qualified to provide
the desired benefits or Insurance carriers.and third
party administrators licensed to operate, .lr._thg-gta.Le
and qualifier! to provide administrative service! . The
specifications shall be made available on or before July
1, \9Cb and at least once every succeeding five years.
The lowest responsible bid submitted by an insurance
carrier ci third party administrator with adequate
servicing facilities shall govern selection of a carrier
or third party administrator under this section, or the
selection of a carrier of excess loot Insurance as

prrvid<d en AP

Amend page 2, lines 27-30, to read:

C» any insurer authorized to transact business ir. the
state under kS 21.09 anil Aa 2'..90 or a .icscltal .and
medical service .corporation authorised to operate 1in
»hi* -tare jr.der AS 21.g~ [AL." INSURANCE CARRIER] to
reimburse the state for the cost of administering group
insurance provided under AS 39.30.090- and AS 35.30.160;

and

12) a life and disability insurer acthonoed tc trammel
business tn the state under AS 21 .C*-ar.o AS-21.9Q._-a
hospital and medical service .oorcoraticr. -author.Lc.ed_!LC
operate ir. this state under. AS 21.57. or a thirl cany
ad'lnistrator licensee to orerate 1in this state lor the

adr.imstrati.cr- cf benefit claims atl.cavcer.ts uzl&z.-rJL
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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 AAFAIRS COVWIITTEE

Gaaet
TS Sq(Son

Sowoa:  HOUSE RLAES GOWITTEE bWV REQUEST OF THE GOVERNOR

A BILL

FOR AN ACT ENTITLED

crorv-jp
"An Act relating to the provision of group life*aref health insurance for sta* employees

by means of self-insurancc; to payment of the administrative costs of providing group

erym>p
health life insurance for state employee*:; and permitting the state to pu- ase group

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

BE IT ENACTED BV THE LEGISLATURE OF THE STATE OF ALASKA

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

under thin section or evces< loss insurance as provided in A? 39.30 091. ’h* 'THE]
Department of \onumsranon shall compiy with the dual choice requirements of AS 21.56.31D,
and shall ohm i the tnjurance policy from an {ANY] insure: authorized to _I_trr]z?]r;/sgcc; bl(J:’%ion_?‘ffil\i/In
the late unce: AS 21 0?-a hospital or nedtca? service cornoration authorjyed tc?\J/laiw aicm
rh'« state unrcr Ag 21 S~ [AND AS 21.90]. or [FROM] a heaitn mainicnaru: organization
aj inor.zed to operate m tnts state ur.de: AS 21.S6 ->»— falels 2

evcett loss insurance nolio mav be obtained Knr. .»znocpt»»a<ww»a<cat=»cg»»»e
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\V - ItMPIAATET =P T ~"="??X3jgsl a life or disability
rMO&xrt- USrESS
insurer authorir.ca IOJ"tfltfl in (hi< state under As 21.09.

a«J medicAl bvr*tricc. cor/oor«.bior% *

¢ i : *oeyye_o* X . io-
Sec. 2. AS 39.30.090(a),5) is amended 10 read: > O»i.’Wj« s Xi.e7 bASio-cs
(5) Tn: Dcpanmen: of Administration shad malic a\aiiabir iceificaaons for

desired insurance benefits or for administration of benefit claims nnd payments to al’

*¢-rn'wact PoineiT <JBr—**
insurance earners authorized wmh****'* [LICENSED] in this (THE] statt*anc auamltd to
i

ie .friee. an MrEhie
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. 1965. AND]f r?r:]cil’?nﬁ S%n\c& &Winct*
(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 <> 0Suranc<z A.f.CEVNS.
fdr »nr(Tpart\ adfTUPisM-ator under this section or the selection of Reamer oc&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:
(@) 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 retores for the fund. The fund consists of employer
contributions, employee contributions. tppropr.anons from the legislature. and tnccm: earned or.
26 investment of the fund as provided in (d) cf this secdor..
e 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. e»> >g»rv; [SHITi: Tit? IWLT:::
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clams, and administrative cost? reouired under [IN ACCORDANCE WITH] ihe insurance
policies in effect unde: AS 39.30.090 and 39.30.160, or required under self-insurance
arraM»cmcnts in effect under AS 34.30.091 [WITH MONEY IN THE FUND).

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

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

administrator of the fund. Tne commissioner may contract with
MJ an insurer nutliori7cd tn transact business in this stale under AS 21.09.

. . . ] ] TrH"»er p.h .qcul
nr a hospital or medical service corporation authorized in this state under

A? 21.87 (INSURANCE CARRJER]j to reimburse the state for the cos: of administering group

insurance provided under AS 39.30.090 and 39.30.160: and
a life or disability in<ure- authorized to transact business in the state
under AS 21.09. a hospital or meuical service corporation authorized to operate in this state
+rtxnstizr- ttufrinAiA
under AS 21.S*. or a third-partv administrator licensed toAop»r<*c in this state for the

administration of benefit claims and payments under AS 39.30.091.

* Sﬁe 7 AS 39.30.095(d) is amended to read:

(d) If the commissioner of administration determines that there is mere money in the
fund than the amount needed to pay premium” [OR] benefits, and administrative costs for the
current fiscal year, the surplus, or so much of it as the commissioner of administration considers

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

funds are invested under AS 14.25.180.

>r jluc*
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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

<. 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
1n the state under AS 21.09. a hospital or medical service corporation authorized to transact
12 business in this state under AS 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 lifeor disability insurer authorized lo transact business in this state

CSIIB 34*STA>
Km ZtUTtt TtXT finfFITTLOl
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1 under AS 21.09.
2 e+ Sec. 2. AS39.30.090(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
1 [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. AS39.30 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 (@) 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 necessaryl to provide benefits under AS 39.30.090. 39.30.091. and
CSIHIB 34&STA) >

\' [DCU7ID 7IXT MMCFETCS!
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39.30.160 and shall set the rate of employer contribution and employee contribution, if any.
With money in the fund, the [THE] commissioner of administration shall pay premiums! [AND]
claims, and administrative costs required under [IN ACCORDANCE WITH] the insurance
policies in effect undci AS 39.30.090 and 39.30.160, or required under self-insurance
arrangements in effect under AS 39.30.091 [WITH MONEY IN THE FUND],

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

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

administrator of the fund. Tlie commissioner may contract with

01 an insurer authorized to transact business in this state under AS 21.009.
or a hospital or medical service corporation authorized to transact business in this state
under AS 21.87 [INSURANCE CARRIER] to reimburse the state for the cost of administering
group insurance provided under AS 39.30.090 and 39.30.160; and

(2) a life or disability insurer authorized to transact business in the state
under AS 21.09. a hospital or medical service corporation authorized to transact business
in this state under AS 21.87, or a third-partv administrator licensed to transact business in

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

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

(d) If the commissioner of administration determines that there is more money in the
fund than the amount needed to pay premiums, [OR] benefits, and administrative costs for the
current fiscal year, the surplus, or so much of it as the commissioner of administration considers
advisable, may be invested by the commissioner of revenue in the same manner as retirement

funds arc invested under AS 14.25.180.

oJ* CSIIB 34&STA)
»>. - ISiilTtZz 7EX7 tMCKSTBI
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Sponsor House Rules Committee
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OPERATING FY93 FY A
PERSONAL SERVICES 0 0
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0 0

0 0
0 0 0
0 0 0 0
0 0 0 0
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0 0 0 0
0 0 0 0
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o
o
o

0 0 0 0

0 0 0 0

0 0 0 0

0 0 0 0

0 P 0 0

0 0 0 0
Be

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.

Prepared Bv
EmaflSl

Cary Bader

RcillSnsnL fcngftti

¥ /~ \})X

Approved by Commissioner

Nancy Bear | vira 1&C

Phong
EilS March 18.1992

Due 2/E*/[** —

Agency: Department of Administration n

Distnbution (by preparer): Legislative Finance. Legislative Sponsor. Requestor, OMB U Impacied Agency(ies).
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1do pass

I ] do not pass
| ) no recommendations
[ ] individual recommendations
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March 20, 1992

The Honorable Gene Kubira
Chairman, House State Affairs
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Representative Kubina:

During the State Affairs Committee"s consideration of HB 3*18,
the department was asked to provide a compilation of the
various risk exposures of the State and how these risks were
insured.

Enclosed is a general listing of insurance coverages
administered by the State. The amount of self-insurance on
each of these areas, if any, 1is indicated.

1 appreciate the committee®"s interest, and if additional
clarification or information 1is needed, please let me know.

NBL/ni

Enclosure

cc: Paul Fuhs
Legislative Liaison
Office of the Governor



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
WORKERSICOMPENSATION

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

STATE OF ALASKA

FY @ Insurance Program

Amount of
Self-Insurance

Per _QccuEmic.c_
51.000.000

$1,000,000 minimum
or 2%

S10,000

55.000.000

S10,000,000
NONE

Full self insurance

S1.000,000
$1.000.000

$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

Limit of

Insurance Coverage

$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



page 2

Coverage 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 S120,000/occurrcncc
Employee Travel Accident None S100,000/occurrchcc
Employee Health Insurance None S2S0,000/lifctimc
SBS Health Insurance I None S250.000/lifctimc

SBS Health Insurance | None S1.000,000/lifc time
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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* Bait March is. 1992
Approved by Commiss»on«; SflngV-BeatL'icra Pate

Agcrecy Department of Administration n

Distnbution (bv preparer): Legislative Finance. Legislative Sponsor, Requestor, OMB u Impacted Agcncyiies).
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BILL NO. CSHB 348 (SA)

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date: March 18.1992 Department Affected: Administration
Title: An Act relating to the provision of group life and 13RU: Retirement and Benefits
Health insurance by means of self-insurance

Component: Retirement and Bemefils
Sponsor. House Rules Committee
Requestor House State Affairs Committee COMPONENT SERIAL NO. 61

Expenditures/Revenues: (Thousands of Dollars)

OPERATING PY 93 FY94 FY 95 FY 96 FY 97 FY9B
PERSONAL SERVICES 0 n 0 0 n 0
TRAVEL 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
11 il 0 0 0 0 0 0
EQUIPMENT 0 0 ) 0 0
LAND & STRUCTURES 0 0 0 0 0 0
CRANTS. CLAIMS 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0
FUND SOURCE:

FUNDING: (Thousands of dollars)
CENTRALFUND 0 Q 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER
FUNDSOURCE 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS

fu Q p 0 o 0 0
PART-mfF: 0 : 0 0 0
TEMPORARY: 0 0 0
Estimate of current war 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'no ™7
Prepared Bv; GaryBader . /('((M-vV' /™" *e' [ k-r-v ~ Phone aamTH
Cmsigft faureiram Benefit* Dale. March is. ig?:
Approved by Commissioner Nancy Bear Uxra Pate ?.a»
Agency: Department of Administration n

Distribution (bv preparer): Legislative Finance, Legislative Sponsor. Requestor. OMB u Impacted Agencyitcs).
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S>ATE OF ALASKA

1992 LEGISLATIVE SESSION

Revision Date:

FISCAL NOTE

Tide: An Act relating lo group life and health insurance (or State

empovees by means of self-insurance.

Sponsor: Rules Committee

Requestor: Governor

Expenditures/Revenues: (Thousands of Dollars)

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND ASTRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS

O0THER
FUND SOURCE:

TOTAL

POSITIONS.
FULL-TIME
PART-TIME
TEMPORARY

Estimate of curent yea; impact 0

FY 93

O O O O O o o o o

FY 94

ANALYSIS: (Anacn a separate page rfnccessa”))

Seeatacned.

Prepaiedby Donald J Hitcftcocx
Dmsjon: Risk Manroorent

Afioro*d bv Ccmmssioner Nancv Bear Usem

Agency A<jmmw*>n

Okssitwoon (0| preparer). Leg. Fin. Le~satrve Sponsor. Hequesar. CM &0BR. Gov. Leg* 0ld. & impacted Agencies).

Rev 10D 701
MVUMIUM
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BILL NO.
Department Affected: Administration
BRU: Risk Management
Component: Risk Management
COMPONENT SERIAL NO.
FY 95 FY 96 FY 97
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
Phone 465-21EJ
Date: [P efle«]/]
Date

HB 348

Paoe

1

FY 98

O O O O ©O O o o o
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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.



STATE OF ALASKA

1992 LEGISLATIVE SESSION

Revuon Dale;

FISCAL NOTE
mILLNO, HB 348

Department Affected: _ Administration

Tllie: An Act relating to the provision of group life and BRU: Retirement K Benefits

health Insurance for state employees by means of

selMnsurance

Sponsor__ HouxJSulciEpmmittg

Requestor. CovoTor

Expenditures/Revenues: (Thousands of Dollars)

CPERATING
FERSONAL SRS
TAAL
CONTRACTUAL
SRS

LAND StSTRUCTURES
ARANTS. ALAIVS
MISCALLANEOLS
TOTAL OPERATING

ICAPITAL

REVENUE
FUND SOURCE:

o o ooooooooog

FUNDINC: (Thousands of dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

FUND SOURCE
TOTAL

POSITIONS
FULL-TIME

TEMPORARY :

0
0

Component: Retirement U Benefits

COMPONENT SERIAL NO.

A = Ne 53 FYs6 97 FrsB
0 0 Q o o
0 0 Q o 0
0 o Q o 0
0 o (L 0 9
0 0 o 0 0
0 0 0 0 0
0 o 0 0 0
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0 0 0 0 Oi
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0 (o] 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 L o] p
o o J 0 0 p
0 o 0 0

ANALYSIS: (attach a separate pa*e if necessaryJ_ Thit bul would authonze the Department of Admintstranon to
utilize self funding for health insurance in addition to the competitive bid process for insurance camera Self ¢
insurance could then beundcrt4/n saturnine j*at va\inet or other advanueet could be demonstrated

Prepared Bv ~ Cary Bader
Dlvtston: Recrement and Ber/hts

Approved by Commissioner
Actncvr _ Deoartrocflt oiAdministration

Phone: 465-HT)
Date Al tl o#
.Nancy, Bear L'sera . C Date
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House State Affairs Committee

Representative Gene Kubina, Chair
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H.IR 3 -Relating
*11.IR 72-Relallng
SB 337-Rolatlni

H.aR (»J-Kclat im
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House State Affairs Committee
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