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SPONSOR STATEMENT 
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This amendment exempts premiums paid by employers who participate in the Public 
Employees’ Retirement Sy stem of Alaska or in the Teachers’ Retirement System of 
Alaska and premiums paid under contracts purchased under AS 39.30 (Insurance and 
Supplemental Employee Benefits) from the tax levied on insurers in AS. 21.09.210.

This amendment will encourage participation in the systems added and will strengthen 
those programs as well as assist the individual employees in those systems.

I urge your support for this legislation
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Date of Committee Act i on: . \  S  

The FINANCE Committee considered:

HOUSE BILL NO. 490

“An Act relating to insurance premium taxes.”

( I I )
Date Referred to Committee: May 2, 1998

MOUSE COMMITTEE REP^TT
FURTFCR REFERRALS:

HB 490

INSURANCE PREMIUM TAX

recommends it be replaced _  . ,   [ ] the same title
with the following committee substitute 0  V~\ v S  H  ^  O  v \ O  ) JPQ a new title

( ] additional referral t o ________________________Committee
f 1 attached amendmem(s)

A D O PTS:________________________________Letter of Intent
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FISCAL NOTE

Revision D ate  (5/6798

STATE OF ALASKA
1998 LEGISLATIVE SESSION

BILL NO. HB 490

Dept. Affected Commerce & & Economic Development

Title An Act relating to  In su ran ce  prem ium  tax es BRU Insu ran ce
C o m p o n en t In su ran ce

S p o n s o r  (H) R u les by R e q u e s t
R e q u e s te r  (H) FIN C o m p o n en t Serial No. 354

Expenditures/Revenues ( T h o u s a n d s  o f D o lla rs )
OPERATING EXPENDITURES FY 99 FY00 FY 01 FY 02 FY 03 FY 04
P e rso n a l S e rv ice s
Travel
C ontrac tual
S u pp lies
E quipm ent
L and & S tru c tu re s
G ran ts  & Claim s
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | I I

CHANGE IN REVENUES ( ) (701.0)1 (727.0)| (752.0)1 (779.0)1 (806.0) (835.0)

FUND SOURCE (T h o u san d s of Dollars)
1002 F edera l R e ce ip ts
1003 G F M atch
1004 G F
1005 G F /P rogram  R ece ip ts
1037 G F/M ental H ealth
O th er (Specify T ype)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate ot any current year (FY98) cost: 0.0

POSITIONS
Full-time
Part-tim e
T em porary

ANALYSIS: (Attach a separate page it necessary)

If only health insurers it would b e  $610,000.00, and this am ount would increase by 3.58% per year.

P re p a re d  by Marianne K. Burke, Directoj 
Division In su ran ce

A pproved by C o m m issio n e r D eborah  B. Sedw lck _
A gency C o m m erce  & Econefptic D evelopm ent

P h o n e _ 
D ate

465-2515
5/6/98

D ate

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
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CS FOR HOUSE BILL NO. 490(L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - SECOND SESSION

BY T H E  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M IT T E E

O ffe re d : 5/2/98 
R e fe rre d : F in an c e

S p o n so r(s ): H O U S E  R U L E S  C O M M IT T E E  BY R E Q U E S T

A BILL 

FOR AN ACT ENTITLED  

"An Act relating to insurance premium taxes; and providing for an effective 

date."

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

* Section 1. AS 21.09.210(b) is amended to read:
(b) Each insurer, and each formerly authorized insurer with respect to 

prem iums received while an authorized insurer in this state, shall pay a tax on the total 
direct prem ium income received during the year ending on the preceding December 
31 and paid for the insurance o f property o r risks resident or located in the state, other 
than wet marine and transportation insurance, after deducting from the total direct 
prem ium  income the applicable cancellations, returned prem iums, the unabsorbed 
portion o f  any deposit premium, all policy dividends, unabsorbed prem iums refunded 
to policyholders, refunds, savings, savings coupons, and other sim ilar returns paid or 
credited to policyholders with respect to their policies. Deductions [NO 
DEDUCTIONS] may not be made o f cash surrender value o f policies. Considerations

HB04901) -1-
N e w  T e x t .  U n d e r l i n e d  [DELETED TE X T BRACKETED]

CSHB 490(L&C)
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received on annuity contracts are not included in the direct premium income and are not subject to tax. The tax shall be paid to the director at least annually but not more often than once each quarter on the dates specified by the director. The method of payment must be by the electronic or other payment method specified by the director. 
Except as provided under (n) of this section, the [THE] tax is computed at the rate of (1) for domestic and foreign insurers, except hospital and medical service corporations, 2.7 percent;(2) for hospital and medical service corporations, six percent of their gross premiums less claims paid.21.09.270(0 is amended to

(iK Premiums paid by the/Slate or a political—subdivision of the state,
premiums paid bv employers wKo participate in the Public Employees* Retirement
System of Alaska or iiv^the Teacher's Retirement System of Alaska. [TORINSURANCE POLICIES] and premiums paid under contracts purchased under theprovisions of AŜ-39.30 aĥexempt from taxation under this chapter [SECTION], A

\nsurer may n6t include the thx imposed under this section in a premium charged o: in insuamce policy or contract\purchased by the slate under the provisions c/f Ks 3̂.30. An insurer may claim thêexemption on forms provided bvthe-eItvwron-4)fi
22 (n) The tax imposed under this section shall be computed at the rate of
23 (1) one-tenth of a percent for a policy of life insurance with a policy
24 year premium that equals or exceeds $100,000; and
25 (2) 2.7 percent for a policy of life insurance with a policy year
26 premium below $100,000.
27 * Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

n e . u D  £ > e e . V l C T Y ~ \ _  - V o  ' ' ‘R e  \
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CSHB 490(L&C) -2-
N ew  T e x t  U n d e r l i n e d  [DELETED T E X T  BRACKETED]

HB0490b



P re m iu m  a n d  R e ta lia to ry  T ax es  P a id  by  G o v e rn m e n t E n title s  
P u rc h a s in g  C o v e ra g e  th ro u g h  B lue C ro ss  B lue  S h ie ld  o f  A la s k a ’1

S c h o o l D is tr ic ts 5 3 1 1 ,2 0 3
K odiak 6
T an an a  SD 1,503
Ju neau 32,716
A choragc 183,897
Klavvock 3,734
G alena 4 ,047
B risto l Bay 9,537
St. M a ry ’s 1,293
A lask a  G atew ay 9,160
A n n e tte  Isl 5,292
C o rdov a 6,482
W rangell 7,294
S itka 16,257
S outh  East Island 5,158
C hatham 2,755
H oonah 4,411
Pelican 815
Skagw ay 2,584
Y akuta t 3,733
D elta  G rccly 10,529

P u b lic  S a fe ty  E m ploy ees A ssoc ia tion

C itie s
K etchikan 21,465
Sain t Paul 3,997
C ordova 4,346
Fort Yukon 482
G alena 2,813
Saint G co tt 1,094
B arro .v 2,200
Ju neau 190
Sitkci 13
B ristol Bay 9,157
K otzebue 3,707
W as ilia 6,325
Y akutat 1,295
C raig 4,286
D illingham 4,475
I loonah 1,002
K law ock 1,666
Pelican 305
S k agw ay 2,447
W rangell 16,731

48 ,196

87 ,996

H o sp ita ls
W rangell G eneral 418
Petersburg  G eneral 5,059
C o rd o v a  H ospital 5,033
S itka  C om m unity  9.066

19,576

TOTAL TAXES PAID $466,971

•n.iscdon 1997 estimates



Sec. 21.09.270. R eta lia tion , (a) If, under the laws of another Btate or foreign 
country, taxes, licenses, and other fees, in the aggregate, and fines, penalties, deposit 
requirements, or other material obligations, prohibitions, or restrictions are or would be 
imposed upon Alaska insurers, or upon their agents or representatives, that are in excess 
of the taxes, licenses, und other fees, in the aggregate, or that are i'.i excess of the fines, 
penalties, deposit requirements, or other obligations, prohibitions, or restrictions directly 
imposed upon similar insurers, or upon their agents or representatives, of another state 
or country under the statutes of this state, aB long as the laws of the other state or countiy 
continue in force or are applied, the same taxes, licenses, and other fees, in the aggregate, 
or fines, penalties, or deposit requirements or other material obligations, prohibitions, or 
restrictions of whatever kinds shall be imposed by the director upon the insurers, or upon 
their agents or representatives, of the other state or country doing business or seeking to 
do business in this state. A tax, license or other fee or other obligation imposed by a city, 
county, or other political subdivision or agency of another state or country on Alaska 
insurers or their agents or representatives shall be considered to be imposed by the state 
or country within the meaning of this section.

(b) This section does not apply to personal income taxes, or to ad valorem taxes on real 
or personal property or to special purpose obligations or assessments imposed by another 
state in connection with particular kinds of insurance other than property insurance; 
except that deductions from premium taxes or other taxes otherwise payable allowed on 
accounts of real estate or personal property taxes paid shall be taken into consideration 
by the director in determining the propriety and extent of retaliatory action under this 
section.

(c) For the purposes of this section the domicile of an alien insurer, other than insurers 
formed under the laws of Canada or a province of Canada, shall be that state designated 
by the insurer in writing filed with the director at the time of admission to this state or 
within six months after July 1, 1966, whichever date is the later, and may be any one of 
the following states:

(1) that in which the insurer was first authorized to transact insurance;
(2) that in which is located the insurer’s principal place of business in the United 

States;
(3) that in which is held the larger deposit of trusteed assets of the insurer for the 

protection of its policyholders and creditors in the United States.
(d) If the insurer makes no designation, its domicile shall be considered to be that state 

in which its principal place of business in the United States is located.
(e) If an insurer is formed under the laws of Canada or & province of Canada, its 

domicile is the province in which its head office is located. (§ 1 ch 120 SLA 1966)
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A M E . 1 I  E N T

OFFERED IN THE HOUSE 
TO: CSHB 490(L&C)
Page 2, Line 16,

After the word “under,” delete the words:“this chapter.” and 
Insert: “AS 21.09.270.”
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House of Representatives

Committees 
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Juneau, A K  99801

SPONSOR STATEMENT HOUSE BILL 490
Current Alaska law (AS 21.09.210(1)) prohibits taxes of any kind from being imposed on insurance premiums paid by the State. However, buried in Alaska’s voluminous insurance laws is a provision which could oc interpreted to require the Director of Insurance to levy a unique type of premium tax on certain health insurance policies issued to the University of Alaska, municipalities and school districts.
HB 490 leaves in place this seldom used tax but clarifies that the tax does not apply to health insurance premiums written to the University of Alaska, municipalities and school districts.
The public policy issue which HB 490 clarifies is that the State of Alaska will not impose a tax on health insurance sold to the University of Alaska, municipalities and school districts. To impose a “back door” health insurance tax on the University and the State’s political subdivisions makes no sense from either a policy or fiscal perspective.
I urge your support of the legislation.
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The Alaska Retaliatory Tax:
An unnecessary increase in health care costs

What is the Retaliatory Tax?
T h e  reta liatory  tax  a p p l ie s  to o u t -o f -s t a t e  in s u r a n c e  c o m p a n ie s  s e ll in g  in s u r a n c e  in  A la s k a . It is 
th e  difference b e t w e e n  th e  higher tax b u r d e n  o f  t h e  o u t -o f -s ta te  c o m p a n y ’s own s tore's  tax laws 
and the lower taxes imposed by Alaska.

E x a m p le  (for illu s tr a t io n  p u r p o s e s  o n ly ) :  T a x  o n  a  $ 1 0 0  p r e m iu m  c a lc u la t e d  u n d e r  A la s k a  law  is 
$ 1 . 2 0 .  T a x  o n  t h e  s a m e  a m o u n t  u n d e r  W a s h in g t o n  state  law  is $ 2 . B e c a u s e  o f  A la s k a  reta liatory  
tax , a  W a s h in g t o n  in s u r e r  d o in g  b u s in e s s  in  A la s k a  m u s t  p a y  $ 2  o n  t h e  $ 1 0 0  p r e m iu m  s o ld  in  
A la s k a . T h e  reta liatory  tax  is  $ 0 .8 0  ( $ 2  W a s h in g t o n  state  tax p r e m iu m  m in u s  $ 1 .2 0  A la s k a  
p r e m iu m  tax ).

Do the people of Alaska benefit from the tax?
N o .  T h e  ii tent o f  th e  tax  is  to  p r o te c t  lo c a l  b u s in e s s e s  b y  e q u a l iz in g  t h e  tax rate b e t w e e n  s ta te s . 
H o w e v e r , !n  th e  c a s e  o f  h e a lt h  in s u r a n c e  c o m p a n ie s ,  th ere  are  n o  lo c a l  in s u r a n c e  b u s in e s s e s  in  
A la s k a  to ^ .o t e c t . T h e  o n ly  p u r p o s e  that t h e  tax fu lfills  is  to  in c r e a s e  tax  r e v e n u e  b y  in c r e a s in g  
c o s t s  to t h e  h e a lt h  c a r e  c o n s u m e r ,  w h ic h  is  n o t  a  le g it im a t e  p u r p o s e  o f  t h e  reta liatory  tax .

Why does the retaliatory tax increase health care costs?
L ik e  m e d ic a l  c la im s  c o s t s  a n d  o t h e r  c o s t s  o f  o ffe r in g  in s u r a n c e  c o v e r a g e , th e  reta liatory  tax  
b e c o m e s  part o f  t h e  rate p a id  b y  c o n s u m e r s .

How long have Alaskans been paying this increased cost?
P r io r  to 1 9 9 4 , th e  reta liatory  ta x  d id  n o t  c o n tr ib u t e  to in c r e a s e s  in  h e a lt h  c a r e  c o s t s . C o m p a n i e s  in  
b o t h  W a s h in g t o n  a n d  A la s k a  w e r e  a l lo w e d  to d e d u c t  c la im s  from  p r e m iu m s  for tax  p u r p o s e s . 
T h e r e f o r e , n o  d if f e r e n c e s  e x is t e d  b e t w e e n  th e  tw o s tates  in  th e  a m o u n t  o f  p r e m iu m  s u b je c t  to tax, 
a n d  A la s k a  d id  n o t  r e q u ir e  a n  ex tra  reta liatory  f e e . In  1 9 9 4  W a s h in g t o n  state la w  r e g a r d in g  
p r e m iu m  tax  c h a n g e d  a s  part o f  a n  e x t e n s iv e  h e a lt h  c a r e  reform  p a c k a g e . B e c a u s e  o f  th e  1 9 9 4  
c h a n g e  in  la w , W a s h in g t o n  in s u r e r s  n o w  h a v e  to p a y  ta x e s  o n  the ir  c la im s , n o t  ju s t  o n  th e ir  
a d m in is t r a t iv e  c o s t s . S in c e  t h e  W a s h in g t o n  state  tax  b u r d e n  is g r e a te r , W a s h in g t o n - b a s e d  
in s u r e r s  a r e  n o w  s u b je c t  to r eta liatory  ta x  in  A la s k a  a n d  m u s t  factor th is  a d d it io n a l  c o s t  in to  the ir  
A la s k a  p r e m iu m s .

What is the Solution?
T h e  b e s t  s o lu t io n  to  th e  c u r re nt  p r o b le m  is  to r e v is e  th e  law  to e l im in a t e  th e  tax  o n  p r e m iu m s  p a id  
b y  g o v e r n m e n t  e n t it ie s . B y  e l im in a t in g  th e  tax  o n  p r e m iu m s , t h e s e  e n t it ie s  w o u ld  a u t o m a t ic a lly  b e  
s p a r e d  t h e  a d d e d  c o s t  o f  t h e  reta liatory  ta x . T h e  c h a n g e  w o u ld  b e n e f it  o v e r  5 0  lo c a l g o v e r n m e n t  
e n t it ie s  that cur re nt ly  r e c e iv e  in s u r a n c e  t h r o u g h  W a s h in g t o n - b a s e d  in s u r a n c e  c o m p a n ie s .  T h e s e  
e n t it ie s  in c lu d e  c it ie s , h o s p it a ls ,  s c h o o ls ,  fire d e p a r t m e n t s  a n d  m a n y  o th e r  e s s e n t ia l  c o m m u n it y  
c e n te r s . T h e  le g is la t io n  w ill a lter  t h e  la w  to fit th e  current h e a lt h  c a r e  b u s in e s s  e n v ir o n m e n t  in  
A la s k a . If, at s o m e  p o in t  in  t h e  fu tu r e , a n  in -s ta te  in s u r a n c e  c o m p a n y  b e g in s  to o p e r a t e , th e  
reta liatory  tax w o u ld  h a v e  a  le g it im a t e  p u r p o s e  a n d  c o u ld  b e  r e - im p o s e d . T h is  b ill  p r o v id e s  A la s k a  
w ith a  w in -w in  s it u a t io n . It a l lo w s  for p r o t e c t io n  s h o u ld  a  d o m e s t ic  A la s k a  h e a lt h  in s u r a n c e  
c o m p a n y  b e  f o r m e d , yet a l lo w s  r e lie f  to  A la s k a  c it iz e n s  b y  e l im in a t in g  th e  c o s t  o f  a n  u n n e c e s s a r y  
reta liatory  tax .

rrtax 3 .d o c



P rem iu m  :in<l R e ta lia to ry  T a x e s  Paid by G o ve rn m en t E n t it ie s  

P u rch asin g  C o verage  through B lue C ross B lue  Sh ie ld  o f A la s k a *

S c h o o l D is tr ic ts
K odiak 6
T an an a  SD 1,503
Ju neau 32,716
A chorage 183,897
K law ock 3,734
G alena 4,047
B risto l Bay 9,537
St. M a ry ’s 1,293
A laska G atew ay 9,160
A n nette  Isl 5,292
C o rd o v a 6,482
W rangell 7,294
S itka 16,257
S outh  E ast Island 5,158
C hatham 2,755
H oonah 4,411
Pelican 815
S k ag w ay 2,584
Y akuta t 3,733
D elta  G ree ly 10,529

P u b lic  S a fe ty  E m p lo y ees  A sso c ia tio n  

C itie s
K etchikan 21,465
S a in t Paul 3,997
C o rdov a 4,346
Fort Y ukon 482
G alena 2,813
S a in t G eorge 1,094
B arrow 2,200
Ju n eau 190
Sitka 13
Br'r.tol Bay 9,157
K otzebue 3,707
W asilia 6,325
Y aku ta t 1,295
C raig 4,286
D illingham 4,475
H oonah 1,002
K law ock 1,666
Pelican 305
S k agw ay 2,447
W rangell 16,731

H o sp ita ls
W rangell G eneral 418
P etersburg  G eneral 5 ,059
C o rdov a  H ospital 5,033
S itka  C om m unity  9,066

TOTAL TAXES PAID

$311,203

48,196

87,996

19,576

$466,971

*n«edon 1997 eslimnlej



Statistical Section

A k u t a n , C it y  of 
A la s k a , S ta te  of 
A la s k a  G a t e w a y  S c h o o l  District 
A la s k a  H o u s in g  F in a n c e  C o r p o r a t io n  
A la s k a  M u n ic ip a l  L e a g u e  
A la s k a , U n iv e r s ity  of
A la s k a  G e o p h y s ic a l  Inst itute , U n iv e r s ity  of
A le u t ia n  H o u s in g  A uthor ity
A le u t ia n  R e g io n  S c h o o l  District
A le u t ia n s  E a s t  B o r o u g h
A le u t ia n s  E a s t  B o r o u g h  S c h o o l  D istrict
A le u t ia n s  W e s t  C o a s t a l  R e s o u r c e  S e r v ic e  A r e a
A lla k a k e t , C it y  of
A n c h o r a g e . M u n ic ip a lit y  of
A n c h o r a g e  P a r k in g  A uthor ity
A n c h o r a g e  S c h o o l  D istrict
A n c h o r a g e  T e le p h o n e  Utility
A n n e t t e  Is la n d  S c h o o l  D istrict
A n a k t u v u k  P a s s ,  C it y  of
A tk a , C it y  of

B a rrow , C it y  of
Bartlett M e m o r ia l H o s p it a l
B e r in g  Stra its C o a s t a l  R e s o u r c e  S e r v ic e  A r e a
B e r in g  Straits R e g io n a l  H o u s in g  A uthor ity
B e r in g  Strait S c h o o l  D istrict
B e t h e l , C it y  of
B r isto l B a y  B o r o u g h
B r is to l B a y  B o r o u g h  S c h o o l  District
Br isto l B a y  C o a s t a l R e s o u r c e  S e r v ic e  A r e a
Br isto l B a y  H o u s in g  A uthor ity

C e n a liu lr iit  C R S A
C h a t h a m  S c h o o l  District
C h u g a c h  R e g io n a l  S c h o o l  District
C o o k  In le t  H o u s in g  A uth or ity
C o p p e r  R iv e r  B a s in  R e g io n a l  H o u s in g  A uthor ity
C o p p e r  R iv e r  S c h o o l  D istr ict
C o r d o v a , C it y  of
C o r d o v a  C o m m u n it y  H o s p it a l
C o r d o v a  P u b l ic  S c h o o ls
C r a ig , C it y  of
C r a ig  S c h o o l  District

D e lt a / G r e e ly  S c h o o l  D istrict 
D e n a l i  B o r o u g h
D e n a l i  B o r o u g h  S c h o o l  District 
D i l l in g h a m , C ity  of 
D i l l in g h a m  C ity  S c h o o l  District

E g e g ik ,  C ity  of 
E l im ,  C ity  of

F a ir b a n k s , C ity  of
F a ir b a n k s  M u n ic ip a l Utility  S y s te m
F a ir b a n k s  North S tar  B o r o u g h
F a ir b a n k s  North Star  B o r o u g h  S c h o o l  D istrict
Fort Y u k o n , C ity  of

G a le n a ,  C ity of 
G a le n a  C ity  S c h o o ls

H a in e s  B o r o u g h
H a in e s  B o r o u g h  S c n o o l  District
H a in e s ,  C ity  of
H o m e r , C ity  of
H o o n a h ,  C ity  of
H o o n a h  C ity  S c h o o ls
H u s l ia ,  C ity  of
H v d a b u r g  C ity  S c h o o ls

Id itarod  A rea  S c h o o l  District 
Interior R e g io n a l  H o u s in g  A uthor ity

J u n e a u  B o r o u g h  S c h o o l  District 
J u n e a u , C ity  a n d  B o r o u g h  of

K a c h e m a k , C ity  of 
K a k e  C ity  S c h o o l District 
K a lt a g , C ity  of
K a s h u n a m u it  S c h o o l  District
K e n a i ,  C ity  of
K e n a i  P e n in s u la  B o r o u g h
K e n a i P e n in s u la  B o r o u g h  S c h o o l  D istrict
K e t c h ik a n , C ity  of
K e tc h ik a n  G a te w a y  B o r o u g h '
K e tc h ik a n  G a te w a y  B o r o u g h  S c h o o l  D istr ict 
K in g  C o v e , C ity  o f *
K iv a iin a , C ity  of • *
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R u b y , C ity  ofK la w o c k , C it y  of
K la w o c k  C it y  S c h o o l  D istr ict
K o d ia k , C it y  of
K o d ia k  Is la n d  B o r o u g h
K o d ia k  Is la n d  B o r o u g h  S c h o o l  District
K o t z e b u e , C it y  of
K u s p u k  S c h o o l  District

L a k e  a n d  P e n in s u la  B o r o u g h  
L a k e  a n d  P e n in s u la  S c h o o l  D istrict 
Lo w e r  K a ls k a g , C ity  o f 
Lo w e r  K u s k o k w im  S c h o o l  D istr ict 
Lo w e r  Y u k o n  S c h o o l  D istrict

M a r s h a ll, C it y  of 
M a t a n u s k a -S u s it n a  B o r o u g h  
M a t a n u s k a -S u s it n a  B o r o u g h  S c h o o l  District 
M e k o r y u k , C it y  of

N e n a n a ,  C it y  of 
N e n a n a  C it y  P u b l ic  S c h o o ls  
N o m e ,  C it y  of 
N o m e  P u b l ic  Utilit ies  
N o m e  C it y  P u b l ic  S c h o o ls  
N o o r v lk , C it y  o f
N orth P a c if ic  F is h e r ie s  M a n a g e m e n t  C o u n c i l
N orth P o le ,  C it y  of
N orth S lo p e  B o r o u g h
N orth S lo p e  B o r o u g h  S c h o o l  D istrict
N orthw est Arctic B o r o u g h
N orthw est Arctic B o r o u g h  S c h o o l  District

O ld  H a r b o r , C it y  of

P a lm e r , C it y  of 
P e l ic a n . C it y  of 
P e l ic a n  S c h o o ls  
P e te r s b u r g , C it y  of 
P e te r s b u r g  G e n e r a l  H o s p it a l  
P e te r s b u r g  P u b l ic  S c h o o ls  
P o in t  H o p e ,  C it y  of 
P r ib ilo f  R e g io n a l  S c h o o l  D istr ict

S a in t  G e o r g e , c it y  of
S a in t  M ary's, C ity  of
S a in t  M ary's S c h o o l  D istrict
S a in t  P a u l ,  C it y  of
S a n d  P o in t , C it y  of
S a x m a n , C it y  of
S e la w ik  C it y  C o u n c i l
S e w a r d , C it y  of
S e w a r d  G e n e r a l  H o s p it a l
S itk a , C it y  a n d  B o r o u g h  o f
S itk a  C o m m u n it y  H o s p it a l
S itk a B o r o u g h  S c h o o l  District
S k a g w a y , C it y  of
S k a g w a y  C it y  S c h o o l  D istrict
S o ld o t r ia , C it y  of
S o u t h e a s t  Is la n d s  S c h o o l  District
S o u t h e a s t  R e g io n a l  R e s o u r c e  C e n t e r
S o u th w e s t  R e g io n  S c h o o ls
S p e c ia l  E d u c a t io n  S e r v ic e  A g e n c y

T a n a n a ,  C it y  of 
T a n a n a  C it y  S c h o o l  District 
T h o m e  B a y , C ity  of

U n a la k le e t , C ity  of 
U n a la s k a , C it y  of 
U n a la s k a  C it y  S c h o o l  District

V a ld e z , C it y  of 
V a ld e z  C it y  S c h o o ls

W a s il la , C ity  of 
W hittier, C ity  of 
W r a n g e ll, C ity  of 
W r a n g e ll C ity  S c h o o ls

Y ak utat, C it y  a n d  B o r o u g h  of 
Y ak utat C it y  S c h o o l  District 
Y u k o n  F la ts  S c h o o l  District 
Y u k o n -K o y u k u k  S c h o o l  District

Q u in h a g a k ,  C it y  of
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A d a k  R e g io n  S c h o o l  D istrict 
A la s k a  D e p a r t m e n t  o f  E d u c a t io n  
A la s k a  G a t e w a y  S c h o o l  D istrict 
A la s k a , U n iv e r s ity  of
A la s k a  G e o p h y s ic a l  Institute , U n iv ers ity  of 
A la s k a  S ta te  L e g is la t u r e  
A le u t ia n  R e g io n  S c h o o l  D istrict 
A le u t ia n s  E a s t  B o r o u g h  S c h o o l  District 
A n c h o r a g e  S c h o o l  District 
A n n e tte  Is la n d  S c h o o l  D istrict

B e r in g  Strait S c h o o l  D istrict 
Bristol B a y  B o r o u g h  S c h o o l  District

C h a t h a m  S c h o o l  District 
C h u g a c h  S c h o o l  D istrict 
C o p p e r  R iv e r  S c h o o l  D istrict 
C o r d o v a  P u b l ic  S c h o o ls  
C r a ig  C it y  S c h o o l  D istrict

D e lt a -G r e e ly  S c h o o l  D istrict 
D e n a l i  B o r o u g h  S c h o o l  D istrict 
D i l l in g h a m  C it y  S c h o o l  D istrict

F a ir b a n k s  N orth  Star  B o r o u g h  S c h o o l  District

G a le n a  C it y  S c h o o l  District

H a in e s  B o r o u g h  S c h o o l  D istrict 
H o o n a h  C it y  S c h o o l  D istrict •
H y d a b u r g  S c h o o l  D istrict

Id itarod  A r e a  S c h o o l  D istrict

J u n e a u  S c h o o l  D istrict, C it y  a n d  B o r o u g h  of

K a k e  C it y  S c h o o l  District 
K a s h u n a m u it  S c h o o l  D istrict 
K e n a i P e n ln s u ’ a B o r o u g h  S c h o o l  District 
K e t c h ik a n  G a t e w a y  B o r o u g h  S c h o o l  District

K la w o c k  C it y  S c h o o l  D istrict 
K o d ia k  Is la n d  B o r o u g h  S c h o o l  District 
K u s p u k  S c h o o l  District

L a k e  a n d  P e n in s u la  S c h o o l  District 
Lo w e r  K u s k o k w im  S c h o o l  District 
Lo w e r  Y u k o n  S c h o o l  D istrict

M a t a n u s k a -S u s it n a  B o r o u g h  S c h o o l  District

N a t io n a l E d u c a t io n  A s s o c ia t io n  - A la s k a
N e n a n a  P u b lic  S c h o o ls
N o m e  P u b l ic  S c h o o l
North S lo p e  B o r o u g h  S c h o o l  District
N orthw est Arctic B o r o u g h  S c h o o l  District

P e l ic a n  S c h o o l  District 
P ete r sb u r g  P u b lic  S c h o o ls  
P r ib ilo f  S c h o o l  District

S a in t  M ary ’s  S c h o o l  District 
S itk a S c h o o l  District 
S k a g w a y  C ity  S c h o o l  District 
S o u t h e a s t  Is la n d  S c h o o l  District 
S o u t h e a s t  R e g io n a l  R e s o u r c e  C e n te r  
S o u th w e s t  R e g io n  S c h o o ls  
S p e c ia l  E d u c a t io n  S e r v ic e  A g e n c y

T a n a n a  C it y  S c h o o l  D istrict

U n a la s k a  S c h o o l  District

V a ld e z  C ity  S c h o o ls

W r a n g e ll P u b l ic  S c h o o ls

Y ak utat C it y  S c h o o l  District 
Y u k o n  F la ts  S c h o o l  District 
Y u k o n -K o y u k u k  S c h o o l  District 
Yupirt S c h o o l  District
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$ 21.09.220 Inswimnck 26 2

tn x in g  U ipso  bunincK M " tw ic e , itincc in su re r*  n ro  miH- e rn  A«ljtmtor«. Inc. v. D p p n r tm rn t  n f  rtp v rn u o , 527  
j r c t  lo  « p r e m iu m s  tu x  im p o sed  by th in  *cclion . N o rlli-  P .2d 20G (A la sk a  1981).

Secs. 21.09.220  — 21.09.240. Resident agent's counter signature; exception; affidavit 
requirement. /Repealed, § 2 ch 41 SLA 1994.]

Sec. 21.09.250. P roh ib ited  nets. An insurer doing business in this state may not 
make, write, place, or cause to be made, written, or placed in this state a policy, duplicate 
policy, or contract of insurance of any kind or character, or general or floating policy upon 
persons or property resident, situated, or located in this state, from or through a person 
required to be licensed who has not secured a license in this state. An insurer may not pay 
a commission or any form of remuneration to a person, firm, or organization for the 
writing or placing of insurance coverage in this state unless that person, firm, or 
organization holds a license issued by the director..(5 I ch 120 SLA 19(56; am § 2 ch 29 
SLA 19B7; am $ 15 ch 62 SLA 1995)

E f f e c t  o f  n m o n d m r n t * .  —  T lic  1995 n in r iid n ie n l ,  
rfT ec liv r J u ly  I , 1995, s u b s t i tu te d  "n p e rso n  r r i |t i i r r d

to  bn lic e n se d "  fo r "it b ro k e r, n g c itl, K cn rrn l n g c n t, 
s u r p lu s  linn  b ro k e r, o r  p e rso n "  in  tb n  f irs t  s e n te n c e .

Sec. 21.09.260. P en a lties . An insurer Uinl the director determines, following nn 
appropriate hearing ns provided in AS 21.06.170 — 21.06.2.10, has violated the provisions 
of AS 21.09.250 is subject to n civil pcnnlly of not more than $2,500 for each violation. The 
director may suspend or revoke the license of the insurer for a violation of AS 21.09.250, 
but violation docs not invalidate the insurance contract. (§ 1 ch 120 SLA 1960; am § 1 ch 
41 SLA 1984; am $ 2 ch 149 SLA 1984)

21.0&270. R etalia tion , (a) If, under the laws of another stnte or foreign 
country, taxes, licenses, and other fees, in the aggregate, and fines, penalties, deposit 
requirements, or other material obligations, prohibitions, or restrictions are or would be 
imposed upon Alaska insurers, or upon their agents or representatives, that are in excess 
of the taxes, licenses, and other fees, in the aggregate, or that are in excess of the fines, 
penalties, deposit requirements, or other obligations, prohibitions, or restrictions directly 
imposed upon similar insurers, or upon their agents or representatives, of another state 
or country under the statutes of this state, as long as the laws of the other state or country 
continue in force or are applied, the same taxes, licenses, and other fees, in the aggregate, 
or fines, penalties, or deposit requirements or other material obligations, prohibitions, or 
restrictions of whatever kinds shall be imposed by the director upon the insurers, or upon 
their agents or representatives, of the other Btate or country doin g business or seeking to
do business in this state. A tax, license or other fee or other obligation imposed by a city, 
county, or other political subdivision or agency of another state or country on Alaska 
insurers or their agents or representatives shall be considered to be imposed by the state 
or country within the meaning of this section.

(b) This section does not apply to personal income taxes, or to ad valorem taxes on real 
or personal property or to special purpose obligations or assessments imposed by another 
state in connection with particular kinds of insurance other than property insurance; 
except thnt deductions from premium taxes or other taxes otherwise payable allowed on 
accounts of real estate or personnl property taxes paid shall be taken into consideration 
by the director in determining the propriety and extent of retaliatory action under this 
section.

(c) For the purposes of this section the domicile of an alien insurer, other than insurers 
formed under the laws of Canada or a province of Canada, shall be that stnte designated 
by the insurer in writing filed with the director ot the time of admission to this stnte or 
within aix months after July 1, 1966, whichever date ia the later, and may be any one of 
the following states:
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A n c h o r a g e  L a b o r  R e l a t i o n s / B e n e f i t sSchool District

M ay 1,1998

Rep. Petr .ott 
A laska ' .are Legislature

Re: Health Insurance - Premium/Retaliatory Tax - School District Employees 
H ouse Bill 490

D ear Rep. Kott:

I appreciate the opportun ity  to  be able to provide som e in p u t relative to  H ouse Bill 490 
re la ted  to  health  insurance and  prem ium  tax issues. I w an t to  m ake it clear th a t w h a t I 
have s ta ted  below is sta ted  in  behalf of the Anchorage School District and  it  em ployees 
w ho  are being negatively im pacted by this tax. We are no t supporting  any particu lar 
insurance com pany, even though Blue Cross of W ashington an d  A laska is our cu rren t 
health  insurance prov ider as a result of competitive bidding.

D uring  contract negotiations for health care benefits w ith  Blue Cross of W ashington an d  
A laska a year ago, the Anchorage School District w as adv ised  th a t p a rt of the rate increase 
w as re la ted  to  the im position of a  2% prem ium  tax on to p  of the health  ..are prem ium .

This tax  is apparen tly  the result of an in terpretation th a t school districts are n o t "state 
entities" in  the sam e w ay as the Alaska Railroad, the U niversity of Alaska, an d  the State of 
A laska, w ho  do  no t pay this extra 2% burden. We believe th a t it is clear th a t m ajor 
responsibility  for school districts is vested in  the State, includ ing  the responsibility for 
funding. The S' ate of Alaska provides approxim ately seventy p e r cent of the funding  for 
the District; such  a tax seems as though the state provides m oney to  the D istrict "w ith one 
h a n d  a n d  takes it  aw ay w ith  the other hand."

The A nchorage School District health  insurance program  is self-funded; the  insurance 
com pany prov ides for the adm inistration of the program  un der a m inim um  prem ium  
arrangem ent.

Since em ployees co-pay a portion of the health  insurance prem ium , th is tax is passed  along 
directly to  them . In effect, it is no t the insurance com pany th a t is taxed, it is the employee. 
It represents a cost to  each employee of over $100 each year. We believe th a t it is no t 
ap pro pria te  to  tax employees w hose salaries are depen den t u p o n  state fu n d in g  Again, the 
em ployee receives com pensation through revenues p rov ided  by  th e  state an d  th en  has that 
com pensation reduced.

4600 DeBarr Road 
P.O. BOX 196614 
Anchorage Alaska 99519-6614 
Phone: (907) 333-9501



Page 2
H ouse Bill 490 re:
H ealth  Insurance P rem ium  Tax

W ith the goal of obtaining the best possible health  care benefits a t the low est cost, i t  seem s 
inequitable for the State of Alaska to charge som e public entities 2% m ore for their health  
insurance. This 2% is pa id  by the em ployee "taxpayers" to  Blue Cross an d  th en  Blue Cross 
pays its tax liability to  the state of Alaska. In the District's view, this is inequitable an d  only 
increases costs for adm inistration; it also passes along additional costs to  the em ployee 
"taxpayer" w ith  no  additional re tu rn  in  im proved health  care.

W e request th a t you su pp o rt H ouse Bill 490 so th a t the School District differently th an  
other state entities. Secondly, w e urege th a t you consider the effect of the cu rren t tax  law  
w hich  applies only to  public entities a t a tim e w hen  public funds are becom ing increasingly 
scarce. We feel th a t this increase could be better u sed  in  reducing health  care costs or 
increasing health  care coverage.

The em ployee groups and  unions representing D istrict em ployees are w illing to  come 
fo rw ard  an d  support' w hat has been stated  above, b u t they have h a d  little tim e to  consider 
th is bill, since i t  is relatively new. I w ill be happy  to  p rovide additional inform ation if 
necessary an d  will attem pt to testify on the bill from  the Legislative Affairs Office in  
A nchorage this afternoon. Again, please be aw are th a t this is no t an  issue o f supporting  
Blue Cross in  w hatever efforts they m ay be undertak ing; w e believe that the  principle 
invo lved  w ould  be the sam e no  m atter w hich Insurance com pany provides service to  the 
District.

A gain, w e endorse th is bill an d  hope for su p p o rt from  you an d  other legislators.

Sincerely,

J. E dw ard  Lindquist
D irector, Contract A dm inistration

cc: Bob Christal, Superintendent, A nchorage School District
School Board M embers




