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C O N T I N U A T I O N  O F  F I S C A L  N O T E  A N A L Y S I S

F o r  L a w  L o g  9 1 - 0 1 0 3

T h i s  b i l l  is  e n a b lin g  le g is la t io n  to  a l lo w  the S ta te  to  s e if  in su re  state e m p lo y e e  m e d ic a l  
a n d  l i fe  b e n e fits . I t  is  a n t ic ip a te d  th a t a ny  p o s s ib le  in cre a s e d  state  a d m in is tra t iv e  co s ts  fo r  
s u ch  a p r o g r a m  w o u ld  be  m o re  than  o f fs e t  th ro u g h  in cre a s e d  in c o m e  fro m  ca s h  f lo w  a n d  o th e r  
c o s t  s a v in g s . In  o th e r  w o r d s  a  s e lf  in s u ra n ce  p ro g ra m  w o u ld  be im p le m e n te d  o n ly  i f  c o st 
sa v in g s  is  p o s s ib le .

P o te n t ia l  b e n e fits  o f  a s e l f  in s u ra n ce  p ro g ra m  w o u ld  be e l im in a t io n  o f  ce r ta in  in s u ra n ce  
ch a rg e s ; p o s it iv e  c o n t r o l  o f  the  in s u ra n ce  p ro g ra m  w h ic h  m ig h t  in c lu d e  u se  o f  e m p lo y e e  
in ce n t iv e s  to  re d u ce  c o s ts ;  a n d  in cre a s e d  c o m p e t i t io n  f .o m  b id d e rs  f o r  a d m in is tr a t io n  o r  
a g g re g a te  lo s s  (e x c e s s )  in s u ra n c e  p o li c ie s .

T h e  p re se n t m e d ic a l  b e n e fits  p ro g ra m  fo r  a c t iv e  state  e m p lo y e e s  co s ts  the S ta te  
a p p r o x im a te ly  $ 6 5 ,0 0 0 ,0 0 0 .  a y e a r  th e re fo re  ca s h  f lo w  a n d  in te re st e a rn in g s  a ls o  b e c o m e  an 
im p o r ta n t  F is ca l b e n e fit .

P o s s ib le  p r o b le m s  d u e  to  in c re a s e d  c la im s  co s ts  in  any  o n e  y e a r  m a y  be c o n t r o l le d  
th ro u g h  p u r ch a s e  o f  a g g re g a te  lo ss  p o l ic ie s  to  p a y  e x ce s s  co s ts  e ith e r  o n  an in d iv id u a l  c la im  
b as is  o r  in  the  a g g re g a te .

P a s s a g e  o f  th is  e n a b lin g  le g is la t io n  is  fu n d a m e n ta l to  m a k in g  a ll o p t io n s  a v a ila b le  to 
the S ta te  in  the a d m in is tr a t io n  a n d  im p le m e n ta t io n  o f  a c o s t  e f fe c t iv e  g r o u p  h e a lth  a n d  life  
b e n e fits  p la n  fo r  its  e m p lo y e e s .
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C O N T I N U A T I O N  O F  F i o C A L  N O T E  A N A L Y S I S  
S e n a te  B i l l  N o .  3 0 8

T h i s  b i l l  is  e n a b lin g  le g is la t io n  to  a l lo w  the S ta te  to  s e l f  in s u re  state e m p lo y e e  m e d ic a l  a n d /o r  
l i f e  in s u ra n ce  b e n e fits . I t  is  a n t ic ip a te d  th a t a n y  p o s s ib le  in c re a s e d  state a d m in is tra t iv e  c o s ts  
f o r  s u c h  a  p r o g ra m  s h o u ld  be m o r e  th an  o f fs e t  th r o u g h  in c re a s e d  in c o m e  f r o m  ca s h  f lo w  a n d  
o th e r  c o s t  s a v in g s . In  o th e r  w o r d s  a  s e l f  in s u ra n ce  p r o g r a m  w o u ld  be  im p le m e n te d  o n ly  i f  
c o s t  s a v in g s  is  p o s s ib le .

P o te n t ia l  b e n e fits  o f  a  s e l f  in s u ra n ce  p r o g r a m  w o u ld  be e l im in a t io n  o f  ce r ta in  in s u ra n ce  
c o m p a n y  ch a rg e s ; p o s it iv e  c o n t r o l  o f  th e  in s u r a n c e  p r o g r a m  w h ic h  m ig h t  in c lu d e  u se  o f  
e m p lo y e e  in c e n t iv e s  to  re d u ce  c o s ts ;  a n d  in c re a s e d  c o m p e t i t io n  f r o m  b id d e rs  f o r  
a d m in is t r a t io n  a n d /o r  a g g re g a te  lo s s  (e x c e s s )  in s u r a n c e  p o l i c ie s .

T h e  p re s e n t m e d ic a l  b e n e fits  p r o g ra m  f o r  a c t iv e  s ta te  e m p lo y e e s  co s ts  th e  S ta te  a p p r o x im a te ly  
$ 6 5 ,0 0 0 ,0 0 0 .  a y e a r  th e re fo re  ca s h  f lo w  a n d  in te re s t  e a rn in g s  m a y  b e c o m e  an  im p o r ta n t  f i s c a l  
c o n s id e r a t io n .

P o s s ib le  p r o b le m s  d u e  to  a c a ta s t r o p h ic  in c re a s e  in  c la im s  co s ts  fo r  a n y  o n e  y e a r  m a y  be 
c o n t r o l le d  th ro u g h  p u r ch a s e  o f  a g g re g a te  lo s s  p o l i c ie s  to  p a y  e x ce s s  c o s ts  e ith e r  o n  an 
in d iv id u a l  c la im  b as is  o r  in  the a g g re g a te .

P a s s a g e  o f  th is  e n a b lin g  le g is la t io n  is  fu n d a m e n ta l to  m a k in g  a ll o p t io n s  a v a ila b le  to  th e  S ta te  
in  the  a d m in is tr a t io n  a n d  im p le m e n ta t io n  o f  a  c o s t  e f fe c t iv e  g r o u p  h e a lth  a n d  l i fe  b e n e fits  p la n  
f o r  its  e m p lo y e e s .
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SENATE BILL NO. 308

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

In tro d u c ed : 5/19/91
R efe rred : L & C , F inance

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to the provision of group life and health insurance for state employees

2 by means of self-insurance; and to payment of administrative costs of providing group

3 health and life insurance for state employees."

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

5 * Section 1. AS 39.30.090(a)(4) is amended to read:

6 (4) In procuring a policy of insurance under this section or excess loss

7 insurance as provided in AS 39.30.091, the [THE] Department of Administration shall comply

8 with the dual choice requirements of AS 21.86.310, and shall obtain the insurance policy from

9 any insurer authorized to transact business in the state under AS 21.09 and AS 21.90, or from

10 a health maintenance organization authorized to operate in this state under AS 21.86.

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

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

13 desired insurance benefits to ail insurance carriers licensed in the state and qualified to provide

14 the desired benefits. The specifications shall be made available on or before July 1, 1965, and

S« I T T E E  C O P Y
S B f f l i . T r n :  O f \ D V  -1* S B  308
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at le a s t o n c e  e v e ry  s u c c e e d in g  f iv e  years. T h e  lo w e s t re s p o n s ib le  b id  s u b m it te d  b y  an  in s u ra n ce  

ca r r ie r  w ith  a d e q u a te  s e r v ic in g  fa c i l i t ie s  s h a ll g o v e rn  s e le c t io n  o f  a  ca r r ie r  u n d e r  th is  s e c t io n , o r  

th e  s e le c t io n  o f  a  c a r r i e r  o f  e x ce s s  lo ss  in s u r a n c e  a s  p r o v id e d  in  A S  3 9 .3 0 .0 9 1 .

S e c .  3 . A S  3 9 .3 0  is  a m e n d e d  b y  a d d in g  a  n e w  s e c tio n  to  read:

S e c .  3 9 .3 0 .0 9 1 . A U T H O R I Z A T I O N  F O R  S E L F - I N S U R A N C E .  N o tw ith s ta n d in g  A S  

3 9 .3 0 .0 9 0 , th e  D e p a r tm e n t  o f  A d m in is t r a t io n  m a y  p ro v id e , b y  m e a n s  o f  s e lf - in s u r a n c e , o n e  o r  

m o r e  o f  the  b e n e fits  l is te d  in  A S  3 9 .3 0 .0 9 0 (a ) (1 )  fo r  state e m p lo y e e s  e l ig ib le  fo r  s u c h  b e n e fits  

b y  la w  o r  u n d e r  a c o l le c t iv e  b a rg a in in g  a g re e m e n t. A n y  e x c e s s  lo s s  in s u r a n c e  p u r c h a s e d  in  

c o n ju n c t io n  w ith  the  s e lf - in s u ra n c e  m u s t  be  p ro cu re d  in  a c c o r d a n c e  w ith  A S  3 9 .3 0 .0 9 0 .

S e c .  4 . A S  3 9 .3 0 .0 9 5  is  a m e n d e d  to  read :

S e c .  3 9 .3 0 .0 9 5 . G R O U P  H E A L T H  A N D  L I F E  B E N E F I T S  F U N D ,  ( a )  T h e  

c o m m is s io n e r  o f  a d m in is tr a t io n  s h a ll e s ta b lis h  th e  g r o u p  h e a lth  a n d  l i fe  b e n e fits  fu n d  as a  s p e c ia l  

a c c o u n t  in  the  g e n e ra l fu n d  to  p ro v id e  fo r  g r o u p  life  a n d  h e a lth  in s u r a n c e  u n d e r  A S  3 9 .3 0 .0 9 0  

a n d  3 9 .3 0 .1 6 0  o r  f o r  s e l f - in s u r a n c e  a r r a n g e m e n t s  u n d e r  A S  3 9 .3 0 .0 9 1 . T h e  c o m m is s io n e r  

s h a ll m a in ta in  a c c o u n ts  a n d  re co rd s  fo r  th e  fu n d . T h e  fu n d  c o n s is ts  o f  e m p lo y e r  c o n t r ib u t io n s ,  

e m p lo y e e  c o n t r ib u t io n s ,  a p p ro p r ia t io n s  f ro m  the le g is la tu re , a n d  in c o m e  e a rn e d  o n  in v e s tm e n t  o f  

the f u n d  as p r o v id e d  in  ( d )  o f  th is  s e c tio n .

(b )  A f te r  o b ta in in g  the a d v ic e  o f  an a c tu a ry , the c o m m is s io n e r  o f  a d m in is tr a t io n  sh a ll 

d e te rm in e  th e  a m o u n t  n e ce ssa ry  to  p ro v id e  b e n e fits  u n d e r  A S  3 9 .3 0 .0 9 0 , 3 9 .3 0 .0 9 1 ,  a n d  ! 

3 9 .3 0 .1 6 0  a n d  s h a ll set th e  rate o f  e m p lo y e r  c o n t r ib u t io n  a n d  e m p lo y e e  c o n t r ib u t io n ,  i f  a ny . 

W i t h  m o n e y  in  th e  f u n d ,  th e  [ T H E ]  c o m m is s io n e r  o f  a d m in is tr a t io n  sh a ll p a y  p re m iu m s.*  [ A N D ]  

c la im s , a n d  a d m in is t r a t iv e  c o s ts  in  a c c o r d a n c e  w ith  the in s u ra n c e  p o l i c ie s  in  e f fe c t  u n d e r  A S  

3 9 .3 0 .0 9 0  a n d  3 9 .3 0 .1 6 0 , o r  in  a c c o r d a n c e  w it h  s e l f - in s u r a n c e  a r r a n g e m e n t s  in  e f f e c t  u n d e r  • 

A S  3 9 .3 0 .0 9 1  [ W I T H  M O N E Y  I N  T H E  F U N D ] .

( c )  T h e  c o m m is s io n e r  o f  a d m in is tra t io n  o r  the d e s ig n e e  o f  th e  c o m m is s io n e r  is  

a d m in is tra to r  o f  the  fu n d . 'H ie  c o m m is s io n e r  m a y  c o n t r a c t  w ith

(1 )  an  in s u ra n ce  ca r r ie r  to  re im b u rs e  the  state fo r  th e  c o s t  o f  a d m in is te r in g  g ro u p  

in s u r a n c e  p ro v id e d  u n d e r  A S  3 9 .3 0 .0 9 0  a n d  3 9 .3 0 .1 6 0 ;  a n d

(2 )  a  t h i r d - p a r t y  a d m in is t r a t o r  fo r  th e  a d m in is t r a t io n  o f  b e n e f i t  c l a im s  a n d  

p a y m e n t s  u n d e r  A S  3 9 .3 0 ,0 9 1 .

( d )  I f  the  c o m m is s io n e r  o f  a d m in is tra t io n  d e te rm in e s  th a t there  is  m o re  m o n e y  in  the

-2-
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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 are invested under AS 14.25.180.

(e) In this section, "fund" means the group health and life benefits fund.

G
-3-
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WALTER J .  HICKEL

S  T A T ]•: O !■'' A  I-.A iS K A
OFFICE OF THE GOVERNOR 

d UNBA1!

May 19, 1991

The H o n o r a b l e  R i c h a r d  I. E l i a s o n  r
P r e s i d e n t  of the Senate C'
P.O. Box V 
Juneau, A K  99811

D e a r  P r e s i d e n t  Eliason:

U n d e r  the a u t h o r i t y  of art. Ill, sec. 18, of the A l a s k a  
C o n s t i t u t i o n ,  I am t r a n s m i t t i n g  a bill that w o u l d  a u t h o r i z e  the 
state to p r o v i d e  g r c u p  life a n d  h e a l t h  i n s u r a n c e  for its 
e m p l o y e e s  b y  means of s elf-insuran ce.

O v e r  the last several years, it has b e c o m e  c l e a r  that the state 
m u s t  act to c o n t a i n  the cost of its e m p l o y e e  h e a l t h  benefits.
The s t a t e  has c o n s i d e r e d  self-i n s u r a n c e ,  but the c u r r e n t  statute, 
AS 39.30.090, does not a u t h o r i z e  it. See 1989 Inf. Op. A t t ’y 
Gen. (March 14; 663-89-230). This l e g i s l a t i o n  is p r o p o s e d  to 
p e r m i t  the state to self -insure, t h e r e b y  i n c r e a s i n g  its 
f l e x i b i l i t y  in a d d r e s s i n g  the cost of group life a n d  h e a l t h  
i n s u r a n c e  for its a c t i v e  employees.

The bill also a u t h o r i z e s  s e l f - i n s u r a n c e  a d m i n i s t r a t i v e  costs to 
be p a i d  from the g r o u p  h e a l t h  and life b e n e f i t s  fund, a n d  m ak es 
c lear t h a t  the a d m i n i s t r a t i v e  costs of p u r c h a s i n g  i n s u r a n c e  are 
also to be p a i d  from the fund.

A mong the p o t e n t i a l  b e n e f i c i a l  e f fec ts of s e l f - i n s u r a n c e  are (1) 
the r e d u c t i o n  or e l i m i n a t i o n  of i n s u r a n c e  charges, (2) p o s i t i v e  
c o ntrol of the m e d i c a l  pl an b y  the state ( including the u s e  of 
i n c e n t i v e  programs) rather than b y  the c o m m e r c i a l  i n s u r a n c e  
market, a n d  (3) i n c r e a s e d  c o m p e t i t i o n  from m e d i c a l  b e n e f i t s  
provider s, w h i c h  c o u l d  r e s u l t  in d e c r e a s e d  p r e m i u m s  and 
a d m i n i s t r a t i v e  costs.

We b e l i e v e  that this bill will s i g n i f i c a n t l y  i n c r e a s e  the a b i l i t y  
of the state to kee p the cost of e m p l o y e e  b e n e f i t s  u n d e r  control, 
a nd i n c r e a s e  as well the state's b a r g a i n i n g  p o w e r  w h e n  it 
n e g o t i a t e s  w i t h  its insurers. In v i e w  of its i m p o r t a n c e  to 
a p p r o a c h i n g  r e views of i n s u r a n c e  p o l i c y  r e n e w a l  p ropos a l s ,  w e  
urge y o u r  p r o m p t  and favorable a c t i o n  on this measure.
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