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D e a r  P r e s i d e n t  E l i a s o n :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  

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

O v e r  t h e  l a s t  s e v e r a l  y e a r s ,  it has b e c o m e  c l e a r  t h a t  t h e  s t a t e  
m u s t  a c t  t o  c o n t a i n  t h e  c o s t  of its e m p l o y e e  h e a l t h  b e n e f i t s .
T h e  s t a t e  h a s  c o n s i d e r e d  s e l f - i n s u r a n c e ,  b u t  t h e  c u r r e n t  s t a t u t e ,  
A S  3 9 . 3 0 . 0 9 0 ,  d o e s  n o t  a u t h o r i z e  it. S e e  1 9 8 9  Inf. Op. A t t ’y  
Gen. ( M a r c h  14; 6 6 3 - 8 9 - 2 3 0 ) .  T h i s  l e g i s l a t i o n  is p r o p o s e d  t o  
p e r m i t  t h e  s t a t e  t o  s e l f - i n s u r e ,  t h e r e b y  i n c r e a s i n g  i t s  
f l e x i b i l i t y  i n  a d d r e s s i n g  t h e  c o s t  of 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  f o r  its a c t i v e  e m p l o y e e s .

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

A m o n g  t h e  p o t e n t i a l  b e n e f i c i a l  e f f e c t s  o f  s e l f - i n s u r a n c e  a r e  (1) 
t h e  r e d u c t i o n  o r  e l i m i n a t i o n  of i n s u r a n c e  c h a r g e s ,  (2) p o s i t i v e  
c o n t r o l  o f  t h e  m e d i c a l  p l a n  b y  t h e  s t a t e  ( i n c l u d i n g  t h e  u s e  of 
i n c e n t i v e  p r e g r a m s )  r a t h e r  t h a n  b y  t h e  c o m m e r c i a l  i n s u r a n c e  
m a r k e t ,  a n d  (3) i n c r e a s e d  c o m p e t i t i o n  f r o m  m e d i c a l  b e n e f i t s  
p r o v i d e r s ,  w h i c h  c o u l d  r e s u l t  i n  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  c o s t s .

W e  b e l i e v e  t h a t  t h i s  b i l l  w i l l  s i g n i f i c a n t l y  i n c r e a s e  t h e  a b i l i t y  

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

S i n c e r e !

G o v e r n o r
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PHONE: (907)465-2200  
FAX: (907) 465-2135

J a n u a r y  30, 1992

T h e  H o n o r a b l e  D r u e  P e a r c e ,  C h a i r  
L a b o r  a n d  C o m m e r c e  C o m m i t t e e  

A l a s k a  S t a t e  S e n a t e  
P.O. B o x  V  
J u neau, A K  99811

D e a r  S e n a t o r  P e arce:

T h i s  is t o  r e q u e s t  y o u r  c o n s i d e r a t i o n  in s c h e d u l i n g  SB 308 
fo r  h e a r i n g  b e f o r e  t h e  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  as 
s o o n  as p o s s i b l e .

T h i s  b i l l  w i l l  p e r m i t  t h e  S t a t e  to s e l f - i n s u r e  its e m p l o y e e  

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

r i s i n g  c o s t  o f  t h i s  i n s u r a n c e .  The a b i l i t y  to s e l f  i n s u r e  
w i l l  a l s o  s t r e n g t h e n  t h e  S t a t e ' s  p o s i t i o n  w h e n  it n e g o t i a t e s  
w i t h  i n s u r e r s .  U n d e r  c u r r e n t  law, t h e  S t a t e  is r e q u i r e d  to 
p r o v i d e  i t s  h e a l t h / l i f e  i n s u r a n c e  c o v e r a g e  b y  p u r c h a s i n g  
p o l i c i e s  f r o m  i n s u r e r s .

T h e  p r o v i s i o n s  of S e n a t e  B i l l  3 0 8  are i m p o r t a n t  t o  o u r  
o n g o i n g  r e v i e w  of h e a l t h  i n s u r a n c e  p r o p o s a l s ,  a n d  we are, 
t h e r e f o r e ,  a n x i o u s  t o  s e c u r e  t h e i r  p a s s a g e  d u r i n g  t h i s  
l e g i s l a t i v e  se s s i o n .

T h a n k  you.

S i n c e r e l y ,

N a n c y  B e a r  U s e r a  
C o m m i s s i o n e r

N B U / n l

02-09 LH



SB  3 0 8

S e c t io n a l A n a ly s is

F ebruary  21, 1992

"An A ct re la ting  to the provision of group life and health  insurance 
for state em ployees by m eans o f self-insurance; and to paym ent of
adm in istra tive  costs o f provid ing  group health and life insurance for
sta te  em p lo y ees ."

S e c t io n  1 . C u rre n t law  re q u ire s  D O A  to  ob ta in  h e a lth  c o v e ra g e  from
an in su ran ce  c om p an y  o r  H M O  lic en sed  in A la sk a .

T h e  p ro p o se d  la n g u ag e  ex tend s the " lic e n s e d  in A la s k a "  
re q u irem en t to the p ro c u rem en t o f  e xcess  lo s s  in su ran ce . E x c e ss  lo s s  
in su ra n c e  is c o m m o n ly  u sed  in s e lf - in s u ra n c e  s itu a t io n s .

S e c t i o n  2 . C u rre n t law  re q u ire s  th e  S ta te  to requ e s t b id s fro m  A la s k a
lic e n s e d  in su ra n c e  c a r r ie rs  f o r  h ea lth  c o v e ra g e  at le a s t e v e ry  f iv e  y e a rs  and
that the c a r r ie r  w ith  the low e s t re s p o n s ib le  b id  s h a ll be the w in n in g  b id d e r .

T h e  p rop o sed  la n g u ag e  w ou ld  m andate  the sam e f iv e  y e a r
b id  c y c le  and " lic e n s e d  in A la s k a "  re q u irem en t f o r  excess  lo s s  c o v e ra g e
p ro c u re d  in the e v e n t o f  s e l f  in su ran c e .

S e c t i o n  3 . C u rre n t law  re q u ire s  th e  h e a lth  in su ra n c e  b e n e fits  to  be
p ro v id e d  by in su ra n c e  c om p an ie s  as o u t lin e d  in S e c t io n  2 .

T h e  p ro p o se d  la n g u ag e  au th o riz e s  D O A  to s e lf - in s u re
h e a lth  in su ra n c e  b e n e fits  as an a lt e rn a t iv e  to u s in g  in s u ra n c e  c om p a n ie s .
T h e  lan gu ag e  a ls o  re q u ire s  that any e x c e ss  lo s s  c o v e ra g e  be p ro c u re d  the sam e
as h e a lth  in s u ra n c e .

S e c t io n  4 . A S  3 9 .3 0 .0 9 S
( a )  C u rre n t law  e s ta b lis h e s  the g ro u p  h e a lth  and l i f e  b e n e fits

fund  as a sp e c ia l a ccoun t in the g en e ra l fu n d  to p ro v id e  c a r r ie r  in su red  h ea lth
and l i f e  c o v e ra g e . C u rre n t la n g u ag e  d e sc rib e s  w hat m on ey  the fu n d  s h a ll 
c o n s is t  o f  and re q u ire s  the c o m m is s io n e r  o f  a d m in is t ra t io n  to  m a in ta in
accoun ts  and re c o rd s  f o r  the fu n d . In a sm uch  as paym en t o f  p rem ium  has
been m ade d ir e c t ly  to in su ran ce  c a r r ie rs , th is  fu n d  has not been  used .
H o w e v e r , it w o u ld  be n e c e s sa ry  u n d e r a s e lf - in s u ra n c e  a r ra n g em en t .

P ro p o se d  la n g u ag e  w o u ld  expand  the p u rp o se s  o f  the fund  
to  in c lu d e  s e lf - in s u r a n c e  a r ra n g e m e n ts .

( b ) C u rre n t law  re q u ire s  the c om m is s io n e r to  o b ta in  an
a c tu a ria l d e te rm in a t io n  o f  the es tim a ted  c o s t o f  the in su red  c o v e ra g e s  and to
set the c o n tr ib u t io n  ra le  to the fund  fo r  bo th  e m p lo y e r  and em p lo y e e . T h e  
c u rre n t la n g u ag e  fu r th e r  re q u ire s  that p rem iu m s  and c la im s  f o r  c a r r ie r  
in su red  b en e fits  be pa id  w ith m on ey  in th is  fu n d .



T h e  p ro p o se d  la n g u ag e  b ro ad en s  the k in d s  o f  p aym en ts
that can be m ade  from  the fu n d  to  in c lu d e  s e lf- in s u ra n c e  a rran g em en ts . T h e  
p ro p o se d  la n g u ag e  w o u ld  a ls o  a l lo w  a d m in is t ra t iv e  co sts  o f  the h e a lth  p ro g ram
to be pa id  fro m  the fund .

( c ) C u rre n t law  a llo w s  the S ta le  to re c e iv e  re im b u rsem en t o f
its  a d m in is t ra t iv e  e x p en se s  f r o m  in s u ra n c e  c a r r ie rs .

T h e  p ro p o se d  la n gu ag e  w ou ld  a l lo w  the d ep a rtm en t to
c on tra c t w ith  a th ird  p a rty  a d m in is t ra to r to pay  c la im s  and paym en ts . A  th ird
p a r ty  a d m in is t ra to r  is  n o rm a lly  used  in a s e lf - in s u ra n c e  s itu a t io n .

( d )  C u rre n t law  a llo w s  the c om m is s io n e r to h ave  the su rp lu s  o f
the fund  o r  som e  p a rt o f  it in ves ted  by the c om m is s io n e r o f  re venu e .

T h e  p ro p o se d  lan gu ag e  w ou ld  a l lo w  a d m in is t ra t iv e  c o s ts  to
be in c lu d ed  in th e  m akeu p  o f  the fu n d  w hen  d e te rm in in g  w h e th e r a su rp lu s  
e x is ted . T h is  fu n d  w ou ld  b ecom e m o re  re le v a n t i f  the S ta te  w e re  to  im p lem en t 
s e l f - i n s u r a n c e .



FISCAL NOTE
BILL NO. SB 308

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date:_______________________________________________
T i t ie : «An Act re la tin g  to the p ro v is io n  o f  g ro u p  life  and 

hea lth  in su rance fo r  state em p loyees  by  m eans o f 
se lf- in su ra n c e

Sponsor_________ Senate Ru les Comm ittee__________
Requestor Governor__________________________

E xp end itu re s /R e v en u e s : (T hou sand s o f  D o lla rs )

D epa rtm en t A ffec ted : Adm inistration
BRU : Retirem ent & Benefits_____________

Component: R e tirem en t & Benefits

C O M PO N E N T  SE R IA L  N O ._____________ 64

O PERATING FY93 FY94 FY95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EOUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TO TA L O PERATIN 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 IN G : (T h ou sand s  o f  d o lla rs )
GENERAL FUN D 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
O T H E R  
FUND  SOURCE 0 0 0 0 0 0
TO TA L 0 0 0 0 0 0

P O S IT IO N S
FULL-TIME- 0 0 0 0 0 0
PART-TIME: 0 0 0 0 0 0
T E M P O R A R Y : . 0 0 0 0 0 0

Estim ate o f  cu rren t y e a r im pact:________ N one
A N A LY S IS : (a ttach a separa te  page if necessary .) T h is  b ill w ou ld  a u th o r is e  the D epa rtm en t o f  A dm in is tra tion  to 
u tilize  s e lf fu n d in g  fo r  hea lth  insu rance in add itio n  to the com pe titive  bid p rocess fo r insu rance ca rrie rs . S e lf - 
in su rance cou ld  then be u n d e r la i n  a s sum in g jlia t  sav ings o r  o the r advan tages c ou ld  be dem onstra ted .
P re pa red  By: G ary  Bader A 7. ~  Phone: 465-447Q~
D ivision :________ Retirem ent and Benefits___________ \_______________  Date:

A pp roved  by  Com m issioner: N ancv Bear Use
Agency:__________D epa rtm en t o f  A dm in is tra tion

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agcncy(ies).
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FISCAL NOTE
STATE OF ALASKA

1992 LEGISLATIVE SESSION
BILL NO. SB 308

Rovision Date:____________________________________

Title: An Act relating to group lile and health insurance for State

employees by means of self-insurance.___________________

Sponsor: Rules Committee___________________________

Department Affected: Administration 

BRU: Risk Management__________

Component: Risk Management

Requestor: Governor COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98

PERSONAL SERVICES 0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0

CONTRACTUAL 0 0 0 0 0 0

SUFPLIES 0 0 0 0 0 0

EQUIPMENT 0 0 0 0 0 0

LAND & STRUCTURES 0 0 0 0 0 0

GRANTS, CLAIMS 0 0 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

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 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

Estimate of current year impact: _0

ANALYSIS: (Attach a separate page if necessary.) 

See attached.

Prepared bv: Donald J. Hitchcock 1 Phone: 465-2180

Division: Risk Manaaement \ Date: yp-// .<?/

ADproved bv Commissioner: Nancy Bear Useriy'x I  ( y
Aaencv: Administration Date:

y  ' /

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legis. Ofc., & Impacted Agency(ies).

Rev 10/07/91 Page 1 of 1
9/1/FN/34601A.KP/1



CONTINUATION OF FISCAL NOTE ANALYSIS 
Senate Bill No. 308

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 die 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.

The present medical benefits program for active state employees costs the State approximately 
$65,000,000. 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.




