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* Sec. 3. The Department of Revenue may not collect the mo t o r  fuel tax 

f r o m  a dealer, as d e f ined i n  AS 43.40.100(1), on a sale or transfer of mo t o r  

fuel that occurs before the effective date of this Act if the dealer did not 

collect the tax fr o m  a purchaser or transferee b e c ause of a reasonable b e l i e f  

that the fuel was not to be used as mo t o r  fuel, as that ter m  is defined in 

AS 43.40.100(2).

* Sec. 4. This Act takes effect im m e d i a t e l y  in a c c o rdance w i t h  AS 01.10.- 

070(c).

-2- CSHB 37(SA)



A M E N D M E N T  H B  37

* S e c t i o n  1. A S  4 3 . 4 0  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to 
read:

Sec. A S  43.40.015. S U R T A X  ON A V I A T I O N  FUEL. (a) T h e r e  
is l e v i e d  a s u r t a x  on a v i a t i o n  fuel, in a d d i t i o n  to the tax 
i m p o s e d  i n  A S  4 3 . 4 0 . 0 1 0 ,  in the f o l l o w i n g  amounts:

(1) O n e - h a l f  cent a g a l l o n  o n  all a v i a t i o n  g a s o l i n e  
s o l d  or o t h e r w i s e  t r a n s f e r r e d  in the stare or 
c o n s u m e d  b y  a user; and

(2) O n e - f o u r t h  cent a g a l l o n  on all a v i a t i o n  fuel 
o t h e r  t h a n  g a s o l i n e  s o l d  o r  o t h e r w i s e  t r a n s f e r r e d  
in the s t a t e  or c o n s u m e d  b y  a user.

(b) T h e  s u r t a x  l e v i e d  u n d e r  this s e c t i o n  shall b e  
d e p o s i t e d  in the g e n e r a l >fund. T h e  l e g i s l a t u r e  
m a y  a n n u a l l y  a p p r o p r i a t e  an a mount e q u a l  to the 
p r o c e e d s  of the s u r t a x  l e v i e d  in this s e c t i o n  for 
a v i a t i o n  s a f e t y  t r a i n i n g  progr a m s .  .. .' J1 i r

*Sec. 2. This  A c t  t e r m i n a t e s  o n  July. 1,. 1985,-

* S e c .  3. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e
w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .



A M E N D M E N T  H B  37

^ S e c t i o n - 1. A S  4 3 . 4 0  is a m e n d e d  b y  a dding a n e w  s e c t i o n  to 
read:

Sec. A S  43.40 . 0 1 5 .  S U R T A X  ON A V I A T I O N  FUEL. (a) T h e r e  
is l e v i e d  a s u r t a x  on a v i a t i o n  fuel, in a d d i t i o n  to the ta x 
i m p o s e d  in A S  43 .40 . 0 1 0 ,  in the f o l l o w i n g  amounts:

(1) O n e - h a l f  cent a g a l l o n  on all a v i a t i o n  g a s o l i n e  
so l d  or o t h e r w i s e  t r a n s f e r r e d  in the state or 
c o n s u m e d  b y  a user; and

(2) O n e - f o u r t h  cent a g a l l o n  on all a v i a t i o n  fuel 
o t h e r  t h a n  g a s o l i n e  s o l d  or o t h e r w i s e  t r a n s f e r r e d  
in the s tat e or c o n s u m e d  b y  a user.

(b) T h e  s u r t a x  l e v i e d  u n d e r  this s e c t i o n  s h a l l  b e  
d e p o s i t e d  in the g e n e r a l < f u n d .  T h e  l e g i s l a t u r e  
m a y  a n n u a l l y  a p p r o p r i a t e  an a m o u n t  e q u a l  to the 
p r o c e e d s  of the s u r t a x  l e v i e d  in this s e c t i o n  for 
a v i a t i o n  s a f e t y  t r a i n i n g  programs.

*Sec. 2. T his A c t  t e r m i n a t e s  on July. 1,. 1985.

* S e c .  3. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e
w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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FISCAL NOTE

I . REQUEST
Bil l / R e s o l u t i o n  N o. C S H B 3 7 ________________________________________

Title A n  A c t  r e l a t i n g  t o  t h e  m o t o r  f u e l  t a x ____________________________
Req u e s t e d  b y  R a n d o l p h .  B p i r n p ,  w o r t h  Date 3 - 8 - 8 2 ______

II. FISCAL DETAIL
Ag e n c y  Affe c t e d  D e p a r t m e n t  o f  R e v e n u e _____________________________________
P r o g r a m  Category Affe c t e d  R e v e n u e  C o l l e c t i o n s  a n d  M a n a g e m e n t
BRU, Program, Or Subprogram(s) Affe c t e d  A u d i t  D i v i s i o n _________________
(Note: If more than one b udget c omponent is affected, separate line-item 

amounts and funding for each c omponent in the analysis section.)

EXPENDITURES (Thousands of Dollars)

THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES 2 2 . 0 2 3 . 5 2 5 . 0 27 . 0 2 9  . 5
200 TRAVEL 1 . 6 1. 8 2 . 0 2 . 2 2 . 4
300 CONTRACTUAL
400 C OMMODITIES . 5
500 EQUIPMENT
600 LAND &  STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL 2 4 . 1 2 5 . 3 2 7 . 0 29 . 2 3 1 .  9

FUNDING (Thousands of Dollars)

G E N ERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

2 4 . 1 2 5  . 3 2 7 . 0 29 . 2 3 1 . 9

POSITIONS

FULL TIME 1 1 i 1 1
PART TIME
T E MPORARY

III. ANALYSIS (See Fiscal Note P r e p a r a t i o n  Instruction, Section III)

S e e  a t t a c h e d  m e m o  t o  R. D. S t e v e n s o n  d a t e d  3 - 9 - 8 2 .

( \ d r V - ' C  i l .
IV. DATE M a r c h  9, 1 9 8 2 _______P REPARED BY R o b e r t  R. K e s s e l __

AG E N C Y  A u d i t  D i v i s i o n ________
O r i g i n a l : Legislative Finance PHONE 4 6 5 - 2 3 2 0 ____________
cc: Budget and Management

Prime Sponsor (First Le g i s l a t o r  Named)
33-001 (Rev. 12/81)
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I.

THE LEGISIATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution N o . ________________
Title A n  A c t  r e l l T t i n g  t o  t h e  m o t o r  f u e l  t a x

C S H B  37

Requested b y  R a n d o l p h ,  B e i r n e , B e t t i s w o r t h Date 3 - 9 - 8 2

II. FISCAL DETAIL 
A g e n c y  Affected_ D e p a r t m e n t  o f  R e v e n u e
Program Category A f f e c t e d R e v e n u e  C o l l e c t i o n  ar d M a n a g e m e n t  
BRU, Program, Or Subprogram(s) Affected_ A u d i t  Dj / i s i o n
(Note: If more than one budget component is affectei, separate line-item 

amounts and funding for each component in tha analysis section.)

EXPENDITURES (Thousands of Dollars) N o n e

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND &  STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL

FUNDING (Thousands o f Dollars)

GENERAL FUND (1.4) (1.4 )
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS N o n e

FULL TIME
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

S e e  a t t a c h e d  c o p y  o f  m e m o  t o  R. D S t e v e n s o n  d a t e d  M a r c h  9,

IV. DATE M a r c h  9, 1 9 8 2 _______PREPARED BY R o b e r t  R. K e s s e l
AGENCY A u d i t  D i v i s i o n __________

Original: Legislative Finance PHONE________4 6 5 - 2 3 2 0 _________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)
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M E M O R A N D U M S t a t e  o f  A l a s k a

TO: R .  D .  S t e v e n s o n
S p e c i a l  A s s i s t a n t

Department of Revenue 
d a t e : M a r c h  9 ,  1 9 8 2

F I L E  N O :

T E L E P H O N E  N O :

F R O M : R o b e r t  R .  K e s s e l s u b j e c t : W o rk  D r a f t  -  
CSHB 3 7D i r e c t o r ,  A u d i t  D i v i s i o n

T h e  w o r k  d r a f t  w o u l d  a l l o w  m o t o r  f u e l  d e a l e r s  ( d i s t r i b u t o r s /  
j o b b e r s )  t o  b u y  a  p o r t i o n  o f  t h e i r  f u e l  t a x  f r e e  f r o m  t h e  
m a n u f a c t u r e r /  s u p p l i e r  a n d  w o u l d  a l l o w  t h e  d i s t r i b u t o r  t o  s e l l  
t h a t  s am e  p o r t i o n  t o  c o n s u m e r s  t a x  f r e e  i n  t h o s e  i n s t a n c e s  when  
s u c h  c o n s u m p t i o n  i s  f o r  e x e m p t  u s e .  E x e m p t  u s e  i n c l u d e s  
a )  f u e l  u s e d  f o r  h e a t i n g  p u r p o s e s  a n d  b )  f u e l  u s e d  b y  e x e m p t  
o r g a n i z a t i o n s  s u c h  a s  t h e  F e d e r a l  G o v e r n m e n t ,  S t a t e  a g e n c i e s ,  
c h a r i t a b l e  o r g a n i z a t i o n s ,  e t c .

T h e  d i s t r i b u t o r s / j o b b e r s  m u s t  p r o v i d e  t h e  m a n u f a c t u r e r / s u p p l i e r  
w i t h  a  c e r t i f i c a t e  o f  u s e  f o r  e x - t a x  p u r c h a s e s .  T h e  d i s t r i b u ­
t o r s / j o b b e r s  m u s t  o b t a i n  a  c e r t i f i c a t e  o f  u s e  f r o m  e v e r y  p e r s o n  
p u r c h a s i n g  f u e l  n o t  i n t e n d e d  f o r  u s e  a s  a  m o t o r  f u e l .  T h e  
d i s t r i b u t o r s / j o b b e r s  m u s t  r e t a i n  t h e  c e r t i f i c a t e s  f o r  
e x a m i n a t i o n  b y  t h e  D e p a r t m e n t  o f  R e v e n u e .

T h e  b i l l  e x p a n d s  t h e  t e r m  " u s e r "  ( t a x p a y e r )  t o  i n c l u d e  a  p e r s o n  
c o n s u m i n g  o r  u s i n g  d i e s e l  f u e l  who  p u r c h a s e s  o r  r e c e i v e s  t h e  
f u e l  w i t h i n  t h e  S t a t e  t h a t  was  n o t  t a x e d  a t  t h e  t i m e  o f  p u r c h a s e  
o r  r e c e i p t  b e c a u s e  i t  was  s o l d  a s  h e a t i n g  f u e l .

S e c t i o n  3 o f  t h e  w o r k  d r a f t  p r o v i d e s ,  i n  e s s e n c e ,  t h a t  a l l  a u d i t  
a s s e s s m e n t s  a g a i n s t  d e a l e r s  f o r  f a i l u r e  t o  c o l l e c t  t h e  t a x  f r o m  
a  p u r c h a s e r  o r  t r a n s f e r e e  c o u l d  n o t  b e  c o l l e c t e d  b y  t h e  D e p a r t ­
m en t  o f  R e v e n u e  n o r  c o u l d  f u r t h e r  a u d i t s  b e  c o n d u c t e d  n o r  
a s s e s s m e n t s  m a d e .  T h i s  s e c t i o n  i s  a r g u a b l y  u n c o n s t i t u t i o n a l .
I n  a d d i t i o n ,  t h e  S t a t e  w o u l d  l o s e  a b o u t  $ 2 . 8  m i l l i o n  b e c a u s e  o f  
a b a t e m e n t  o f  c u r r e n t  a u d i t  a s s e s s m e n t s  a n d  f o r f e i t u r e  o f  o t h e r  
a u d i t  e f f o r t s  f o r  p r i o r  y e a r s .

T h e  w o r k  d r a f t  a s  w r i t t e n  w o u l d  a p p a r e n t l y  c o n t i n u e  t o  r e q u i r e  
d e a l e r s  a n d  u s e r s  t o  f i l e  m o t o r  f u e l  t a x  r e t u r n s .  T h e  s p o n s o r s  
o f  t h i s  b i l l  m i g h t  n o t  b e  a w a r e  o f  t h i s  r e q u i r e m e n t .
T h e r e  w o u l d  l i t e r a l l y  b e  t h o u s a n d s  o f  c e r t i f i c a t e s  o f  u s e  
i s s u e d .  T h e  e f f o r t  t o  a u d i t  u n d e r  t h e  c e r t i f i c a t e  c o n c e p t  
w o u l d  r e q u i r e  a n  a d d i t i o n a l  r e v e n u e  a u d i t o r .
S e c t i o n  3 e s s e n t i a l l y  p u n i s h e s  t h o s e  50% o f  t h e  d e a l e r s  who  
h a v e  c o n f o r m e d  t o  t h e  l a w  a n d  p r o p e r l y  c o l l e c t e d  t a x .  T h e  
S t a t e  o f  A l a s k a  h a s  a  s u b s t a n t i a l  a m o u n t  o f  d o l l a r s  i m p a c t e d  b y  
t h e  d e a l e r s '  f a i l u r e  t o  c o l l e c t  when  r e q u i r e d .

R R K / g b

04-001A (REV. 5/81)
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Asper

iginal sponsors: Randolph, Beirne and
Bettisworth

THE HOUSE BY THE STATE AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 37 (State Affairs)

IN THE LEGISLATURE OF THE STATE OF ALASKA

T W E L F T H - L E G I S L A T U R E  - S E C O N D  SESSION

A BILL

For an Act entitled: "An Act relating to the motor fuel tax (AS 43.40); and

providing for an effective date."

BE IT ENACTED BY THE L EGISLA TURE OF THE STATE OF ALASKA:

* Section 1. AS 43.40.010 is a m e nded by adding a n e w  subsectio n to read:

(1) If a dealer has a reasonable belief at the time of sale or 

transfer that fuel that is sold or transferred is not to be used as 

m o t o r  fuel, the dealer need not collect the motor fuel tax. If the tax 

is not collected, the dealer ohall obtain a certificate of use from the

buyer or transferee stating that the fuel purc hased or received is not
A

intended for use as motor fuel. The Department of Revenue may not 

collect the motor fuel tax from a dealer for fuel for which a certificate 

of use has been properly obtained under this subsection. The dealer 

shall retain a copy of each certificate  of use obtained under this 

subsection for exami n a t i o n  or audit on request by the Department of 

Revenue. The form of a certificate of use may be prescribed by r e g u l a­

tion adopted by the Department of Revenue.

* Sec. 2. AS 43.40.100(3) is amended to read:

(3) "user" means a person consuming or using motor fuel, v/no

either

(A) purchases the fuel out of the state and ships it 

into the state for his own use w i t h i n  the state;

(B) [OR] manu factures the fuel in the s t a t e ; or

(C) purchases or receives the fuel w ithin the state that

is not taxed at the time of purchase or r e c e i p t .

L  20A
-1- CSHB 3 7 (SA)
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* Sec. 3. The Department of Revenue may not collect the motor fuel tax 

from a dealer, as defined in AS 43.40.100(1), on a sale or transfer of motor 

fuel that occurs before the effective date of this Act if the dealer did not 

collect the tax from a purc haser or transferee because of a reasonable belief 

that the fuel was not to be used as motor fuel, as that term is defined in

43.40.100(2).

* Sec. 4. This Act takes effect immedi a t e l y  in accordance with AS 01.10.- 

3 7 0 ( c ) .

- 2 - CSHB 3 7 (SA )
L 20A



TOTd I h l M  

TTDOtl ItEdOIIUTM
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M

POUCH Y . STATE CAPITOL 
JUNEAU. ALASKA 99611 

907-465-3600

M a rc h  2 6 ,  1 9 8 2

SUBJECT:

TO:

FROM:

M o t o r  fuel t a x  
(CSHB 37 (SA))

R e p r e s e n t a t i v e  R a y  H. M e t c a l f e

L i n n  H. A s p e r  
L e g i s l a t i v e  C o u nsel

Y o u  h a v e  a s k e d  f o r  a n  o p i n i o n  o n  the c o n s t i t u t i o n a l i t y  of
* Sec. 3 of C S H B  37 ( S A ) , "An A c t  r e l a t i n g  to the m o t o r  f u e l  
t a x "  (AS 43. 40). * Sec. 3 p r o h i b i t s  t h e  D e p a r t m e n t  o f
R e v e n u e  f r o m  c o l l e c t i n g  t h e  m o t o r  fuel t a x  o n  a s a l e  o f  fuel 
t h a t  takes p l a c e  b e f o r e  t h e  e f f e c t i v e  date o f  the A c t  f r o m  a 
d e a l e r  w h o  did n o t  c o l l e c t  the tax o n  the s a l e  o f  t h e  m o t o r  
fuel, as is r e q u i r e d  b y  AS 4 3 . 4 0 . 0 1 0 ,  b e c a u s e  o f  a r e a s o n a b l e  
b e l i e f  th at the fuel w a s  n o t  to b e  u s e d  as " m o t o r  f u e l " .

* Sec. 3 w a s  d r a f t e d  to c o r r e c t  a s i t u a t i o n  d e s c r i b e d  at a 
H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  m e e t i n g .  Fuel s e l l e r s  a r e  
b e i n g  a s s e s s e d  l a r g e  a m o u n t s  i n  b a c k  t axes f o r  f a i l i n g  to 
c o l l e c t  the m o t o r  f u e l  t a x  p r o p e r l y ,  u n d e r  n e w  i n t e r p r e ­
ta t i o n s  cf d e a l e r  d u t i e s  b y  the D e p a r t m e n t  of R e v e n u e .  T h e  
d i f f i c u l t y  w i t h  t h e  m o t o r  fuel t a x  l a w  is that, b y  
d e f i n i t i o n ,  f u e l  s o l d  is o n l y  t a x a b l e  " m o t o r  f u e l "  i f  it is 
u s e d  in a c e r t a i n  m a n n e r .  O f t e n  it is d i f f i c u l t  f o r  t h e  
d e a l e r s  to d e t e r m i n e  h o w  t h e i r  c u s t o m e r s  w i l l  u s e  t h e  fuel, 
a n d  the D e p a r t m e n t  of R e v e n u e  h a s  g i v e n  no g u i d a n c e  b y  r e g u­
l a t i o n  as to w h e n  t h e  tax s h o u l d  or s h o u l d  n o t  b e  c o l l e c t e d .  
T h e  d e a l e r s  t h e r e f o r e  d e v e l o p e d  p a t t e r n s  of p r a c t i c e  i n  
c o l l e c t i n g  the tax; p a t t e r n s  t h a t  w e r e  h o n o r e d  b y  t h e  
D e p a r t m e n t  of R e v e n u e  u n t i l  r e c e n t l y .  A u d i t s  c o n d u c t e d  in 
t h e  l a s t  y e a r  h a v e  d e t e r m i n e d  that m a n y  d e a l e r s  f a i l e d  to 
c o l l e c t  t h e  m o t o r  f u e l  t a x  o n  fuel t h a t  the d e p a r t m e n t  n o w  
c o n s i d e r s  to b e  " m o t o r  f u e l "  u n d e r  the t a x  act. * S e c .  3 o f  
C S H B  37 r e s p o n d s  t o  c l a i m s  b y  t h e  d e a l e r s  t h a t  it w a s  u n f a i r  
f o r  t h e m  to b e  a s s e s s e d  m o t o r  fuel t a x e s  w h e n  t h e y  o n l y  
f a i l e d  to c o l l e c t  t h e  t a x e s  b e c a u s e  t h e  D e p a r t m e n t  o f  
R e v e n u e  a c c e p t e d  t h e i r  f o r m e r  c o l l e c t i o n  p r a c t i c e s .



■ - 'r "  R e p r e s e n t a t i v e  R a y  H. M e t c a l f e
* P a g e  2
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*  Sec. 3 p r o h i b i t s  c o l l e c t i o n  o f  the t a x  o n l y  in t h o s e  i n s t a n c e s  
w h e r e  a d e a l e r  c a n  d e m o n s t r a t e  a r e a s o n a b l e  b e l i e f  t h a t  t h e  
fuel s o l d  o r  o t h e r w i s e  t r a n s f e r r e d  w a s  n o t  t a x a b l e  " m o t o r  
f u e l "  u n d e r  t h e  act. Thus, it p r o v i d e s  r e l i e f  f o r  a v e r y  
l i m i t e d  g r o u p  of persons.- A s •:s u c h  it a p p e a r s  to b e  a n d  is 
i n t e n d e d  to b e  an e q u i t a b l e  f o r m  of r e l i e f  f o r  p e r s o n s  w h o s e  
c o n d u c t  h a s  b e e n  r e a s o n a b l e  u n d e r  the c i r c u m s t a n c e s .
S i m i l a r  r e l i e f  c o u l d  b e  g r a n t e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  
i f  it d e c i d e d  to a p p l y  its n e w  i n t e r p r e t a t i o n  o f  t h e  M o t o r  
Fuel T a x  p r o s p e c t i v e l y  i n s t e a d  of r e t r o a c t i v e l y ,  b u t  s u c h  
a d m i n i s t r a t i v e  r e l i e f  is a p p a r e n t l y  n o t  f o r t h c o m i n g .

A l t h o u g h  t h e  e q u i t i e s  s e e m  to b e  w i t h  the fuel d e a l e r s  i n  
this s i t u a t i o n ,  it is p o s s i b l e  t h a t  the r e t r o a c t i v e  t a x  
r e l i e f  c a n  b e  c h a l l e n g e d  o n  c o n s t i t u t i o n a l  g r o u n d s .  T h i s  is 
s o  b e c a u s e  t h e  e f f e c t  of * Sec. 3 w i l l  be t h a t  s o m e  d e a l e r s  
a n d  s o m e  c o n s u m e r s  of fuel h a v e  p a i d  the t a x  w h i l e  o t h e r s  
w i l l  b e  a b l e  to a v o i d  p a y m e n t .  T h o s e  that h a v e  c o l l e c t e d ,  
or h a v e  p a i d  t h e  t a x  c o u l d  c h a l l e n g e  the t a x  r e l i e f  s e c t i o n  
o f  the b i l l  as a v i o l a t i o n  o f  the eq ual p r o t e c t i o n  c l a u s e  o f  
the s t a t e  a n d  f e d e r a l  c o n s t i t u t i o n s .  In t h e  t i m e  f r a m e  o f  
y o u r  r e q u e s t  f o r  this m e m o r a n d u m ,  I h a v e  n o t  b e e n  a b l e  to 
r e s e a r c h  this q u e s t i o n  f u l l y  to d e t e r m i n e  i f  a n  e q u a l  
p r o t e c t i o n  c l a u s e  c h a l l e n g e  w o u l d  b e  s u c c e s s f u l  or not.
I n s t e a d  I a m  s i m p l y  n o t i n g  t h a t  a c h a l l e n g e  c o u l d  b e  b r o u g h t  
a n d  to t h a t  e x t e n t  t h e r e  is a c o n s t i t u t i o n a l  p r o b l e m  w i t h  
the b i l l .  ;The c o n s t i t u t i o n a l  p r o b l e m  m i g h t  b e  r e s o l v e d  b y  
a d d i t i o n a l  l a n g u a g e  i n  the b i l l  that w o u l d  s h i f t  t h e  
c o l l e c t i o n  b u r d e n  to the s t a t e  for the b a c k  t a x e s .  T h e n  
c o n s u m e r s  w o u l d  s till b e  s u b j e c t  e q u a l l y  to t h e  tax, b u t  t h e  
D e p a r t m e n t  w o u l d  h a v e  to c o l l e c t  it, thus r e l i e v i n g  the 
d e a l e r s  f r o m  the b u r d e n  of the n e w  a d m i n i s t r a t i v e  s t a n d a r d s  
for p a s t  s ale s.

L H A : I j b
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H o n o r a b l e  D a v i d  W. Cuddy 
A l a s k a  S t a t e  L e g i s l a t u r e  
Pouch V
Juneau, A l a s k a  99811 

Dear R e p r e s e n t a t i v e  Cuddy:

Y o u  h a v e  r e q u e s t e d  an o p i n i o n  from this d e p a r t m e n t  
c o n c e r n i n g  the c o n s t i t u t i o n a l i t y  of § 3 of CSHB 37 which
p r o v i d e s  a r e t r o a c t i v e  tax e x e m p t i o n  to d e a l e r s  of m o t o r  fuel 
w h o  f ailed to c o l l e c t  the tax based on a r e a s o n a b l e  b e l i e f  
that the fuel  was not to be used as m o t o r  fuel. T h e r e  was 
a l s o  c o n c e r n  e x p r e s s e d  at the M a r c h  25 s u b c o m m i t t e e  h e a r i n g  
on the need for a p e n a l t y  p r o v i s i o n  w h i c h  w oul d p r o v i d e  the 
D e p a r t m e n t  of R e v e n u e  w i t h  a r e m e d y  a g a i n s t  the " use r" of 
m o t o r  fuel who files a f a l s e - c e r t i f i c a t e  of use. T h e s e  two
issues w i l l  be a d d r e s s e d  in turn.

A S  4 3 . 4 0 . 0 1 0 ( c )  p r e s e n t l y  imposes a duty upon the 
d e a l e r  to c o l l e c t  the m o t o r  fuel tax. The d ealer is 
a b s o l u t e l y  l i a b l e  for f a ilure to c o l l e c t  the tax if the sale 
is not exempt. S e c t i o n  3 of C S H B  37 cou ld c hange the law to 
r e t r o a c t i v e l y  g r a n t  tax r e l i e f  to the de aler based s o l e l y  
upon the d e a l e r ' s  " r e a s o n a b l e  b e l i e f "  that the sale was 
exempt, w h e t h e r  or n o t  the sale was in fact exempt. The
e f f e c t  of this p r o p o s e d  c h a n g e  is that claims p r e s e n t l y  
e n f o r c e a b l e  by the D e p a r t m e n t  of R e v e n u e  would be f o r g i v e n
b e c a u s e  a l l  d e a l e r s  w ho n o w  owe taxes could r a i s e  a new
d e f e n s e  to p a y m e n t  w h i c h  w ould r e t r o a c t i v e l y  a b solve them  
from l i a b i l i t y . 1

It is the D e p a r t m e n t ' s  view that this a m e n d m e n t  m a y  
v i o l a t e  A r t i c l e  IX, s e c t i o n  6 of the A l a s k a  C o n s t i t u t i o n .  
This s e c t i o n  p r o v i d e s  that a p p r o p r i a t i o n s  of p u bli c m o n e y  m a y  
be m a d e  o n l y  for a p u b l i c  pur pose. W h i l e  the A l a s k a  Supreme- 
C o u r t  has not s p e c i f i c a l l y  a d d r e s s e d  the q u e s t i o n  of the

It s hould be n o t e d  that oven under the p r e s ent law, the 
D e p a r t m e n t  of R e v e n u e  w o u l d  c e r t a i n l y  c o n s i d e r  the d e a l e r ' s  
b e l i e f  as e v i d e n c e  of whet her the sale is exempt. However, 
the law r e q u i r e s  some o b j e c t i v e  e v i d e n c e  of e x e m p t i o n  and not 
just the d e a l e r ' s  u n t e s t e d  belief.
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A l a s k a  State L e g i s l a t u r e  
M a r c h  26, 1982 
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v a l i d i t y  of r e t r o a c t i v e  tax repeals, co urts in other 
j u r i s d i c t i o n s  h a v e  held that as a g e n e r a l  rule, r e t r o a c t i v e  
r e p e a l s  of v a l i d l y  imposed taxe s c o n s t i t u t e  an a p p r o p r i a t i o n  
of p u b l i c  m o n e y  for e s s e n t i a l l y  p r i v a t e  benefit. City of 
Y a k i m a  v. H u z a , 407 P . 2d 815 (Wash. 1965); In re S kinn e r s
E s t a t e , 303 P . 2d 745 (Cal. 1956); In re S t a n f o r d ' s  E s t a t e  58 
P . 465 (Cal. 1899). The p r o h i b i t i o n  a p p l i e s  not only to an 
a c t u a l  refund of taxes, but to any l e g i s l a t i o n  that wou ld "in 
any way s urrender, impair or l imit  r i g h t s  that have b e c o m e
fi xed." In re S k i n n e r ' s  E s t a t e . The r a t i o n a l e  of these
d e c i s i o n s  is that r e t r o a c t i v e  r e p e a l  which forgives unpaid 
taxes does not b e n e f i t  the c o l l e c t i v e  p u b l i c  to w h o m  the
m o n e y  in the state t r e a s u r y  belongs, but b e n e f i t s  the p r i v a t e  
i n d i v i d u a l s  who r e c e i v e  the funds.

The p r o p o s e d  l a n g u a g e  in § 3 of to CSHB 37 does not 
appear to be a r e l e a s e  of tax l i a b i l i t y  for the b e n e f i t  of 
the g e n e r a l  p o p u l a t i o n  of Alaska. Rath er, it is intended to 
b e n e f i t  d e a l e r s  w h o  failed to c o l l e c t  the tax at the time of 
sale as r e q u i r e d  by AS 4 3 . 4 0 . 0 1 0 ( c ) .  For these reasons, we 
w o u l d  r e c o m m e n d  that § 3 be d e l e t e d  from the bill.

A  q u e s t i o n  was a l s o  r a i s e d  at the h e a r i n g  as to
wh e t h e r  the p e n a l t y  c o n t a i n e d  in AS 4 3 . 4 0 . 0 2 0  and r e p ealed by 
S e c t i o n  3 Ch. 116 S L A  1977 s h o u l d  be r e i n s t a t e d  to p r o v i d e  
r e c o u r s e  a g a i n s t  the user w h o  files a f a l s e  certificate.
R e p r e s e n t a t i v e  M e t c a l f e  has c o r r e c t l y  p o i n t e d  out- that the 
g e n e r a l  p e n a l t y  p r o v i s i o n s  of AS 4 3 . 0 5 . 2 9 0  w o u l d  apply to the 
user who files a c e r t i f i c a t e  and u l t i m a t e l y  uses the fuel in 
a m a n n e r  that is not tax exempt. However, it m a y  be h e l p f u l  
to c l a r i f y  the o b v i o u s  intent of AS 4 3 . 4 0 . 1 0 0 ( 3 ) (c) by
p r o v i d i n g  that in a d d i t i o n  to p e n a l t i e s ,  the user w h o  files a 
c e r t i f i c a t e  of use for fuel that is in fact not exempt is
also l iable  for the tax itself.
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If we can be of any further a s s i s t a n c e  to you or 
your subcom m i t t e e ,  p l e a s e  let m e  know.

Sincerely,

W I L S O N  L. C O N D O N  
A T T O R N E Y  G E N E R A L

B a r b a r a  H e r m a n  
A s s i s t a n t  A t t o r n e y  G e n e r a l
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IN  T H E  H O U S E  B Y  T H E  S T A T E  A F F A I R S  C O M M I T T E E

C S  FDR H O U S E  B I L L  NO. 37 (State A f f a i r s )

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to t h e  m o t o r  fue l  t a x  (AS 4 3 . 4 0 ) j a n d

p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. AS  4 3 . 4 0 . 0 1 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(1) If a d e a l e r  h a s  a r e a s o n a b l e  b e l i e f  at the ti m e  o f  sale or

t r a n s f e r  tha t  f u e l  t h a t  is s o l d  o r  t r a n s f e r r e d  is n o t  to be u s e d  as 

m o t o r  fuel, the d e a l e r  n e e d  n o t  c o l l e c t  the m o t o r  f u e l  tax. If the t a x  

is no t  c o l l e c t e d ,  thu d e a l e r  s h a l l  o b t a i n  a c e r t i f i c a t e  of u s e  f r o m  the 

b u y e r  or t r a n s f e r e e  s t a t i n g  th a t  t h e  fue l  t h a t  h a s  b e e n  or w i l l  be p u r­

c h a s e d  or r e c e i v e d  is n o t  i n t e n d e d  fo r  u s e  as m o t o r  fuel. T h e  D e p a r t m e n t  

o f  R e v e n u e  m a y  n o t  c o l l e c t  the m o t o r  f uel t a x  f r o m  a d e a l e r  f o r  fue l  fo r  

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

sec t i o n .  T h e  d e a l e r  s h a l l  r e t a i n  a c o p y  o f  e a c h  c e r t i f i c a t e  of use 

o b t a i n e d  u n d e r  this s u b s e c t i o n  for  e x a m i n a t i o n  or a u d i t  o n  r e q u e s t  b y  

the D e p a r t m e n t  of R e v e n u e .  T h e  f o r m  of a c e r t i f i c a t e  of u se  m a y  be

p r e s c r i b e d  b y  r e g u l a t i o n  a d o p t e d  b y  the D e p a r t m e n t  of R e v e n u e .

* Sec. 2. A S  4 3 . 4 0 . 1 0 0 ( 3 )  is a m e n d e d  to read:

(3) " u s e r "  m e a n s  a p e r s o n  c o n s u m i n g  or u s i n g  m o t o r  fuel, w h o

e i t h e r

(A) p u r c h a s e s  the fu e l  o u t  of the s t a t e  a n d  s h i p s  it 

i n t o  the s t a t e  fo r  h i s  o w n  u s e  w i t h i n  the s t a t e ^

(B) [OR] m a n u f a c t u r e s  the fuel  in  the s t a t e : or

(C) p u r c h a s e s  or r e c e i v e s  the f u e l  w i t h i n  the s t a t e  t h a t

is  n o t  t a x e d  a t  the time of p u r c h a s e  o r  r e c e i p t .

-1- C S H B  37( S A )
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* Sec. 3. T h e  D e p a r t m e n t  of R e v e n u e  m a y  n o t  c o l l e c t  the m o t o r  fuel t a x  

f r o m  a d e a l e r ,  as d e f i n e d  i n  A S  4 3 . 4 0 . 1 0 0 ( 1 ) ,  o n  a s a l e  o r  t r a n s f e r  of m o t o r  

f u e l  t h a t  o c c u r s  b e f o r e  th e  e f f e c t i v e  d a t e  of t h i s  Ac t  i f  t h e d e a l e r  did no t  

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

t h a t  the fu e l  w a s  n o t  to b e  u s e d  as m o t o r  fuel, as t h a t  t e r m  is d e f i n e d  i n  

AS 4 3 . 4 0 . 1 0 0 ( 2 ) .

* Sec. 4. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . -  

070( c ) .

-2 - CSHB 3 7 (SA)



R e f e r r e d :  S t a t e  A f f a i r s  a n d  
F i n a n c e
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B Y  R A N D O L P H , B E I R N E  A N D  
I N  T H E  H O U S E  B E T T I S W O R T H

H O U S E  B I L L  NO. 37

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E L F T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A BILL

For a n  A c t  e n t i t l e d :  "A n  A c t  r e p e a l i n g  al l  s t a t e  t a x e s  e x c e p t  the oil a n d

ga s  c o r p o r a t e  i n c o m e  t a x  (AS 4 3 . 2 1 ) ;  a n d  p r o v i d i n g  for 

a n  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. T h e  f o l l o w i n g  laws ar e  r e p e a l e d :

(1) A S  1 0 . 2 5 . 5 4 0  - 1 0 . 2 5 . 5 7 0  (gross r e v e n u e  t a x  o n  e l e c t r i c  

a n d  t e l e p h o n e  c o o p e r a t i v e s ) ;

(2) A S  2 1 . 0 9 . 2 1 0 ( b )  - ( e ) , (g), a n d  (h) (tax o n  p e r s o n s

e n g a g e d  in i n s u r a n c e  b u s i n e s s ) ;

(3) A S  2 1 . 3 3 . 0 5 5  ( u n a u t h o r i z e d  i n s u r a n c e  p r e m i u m  tax);

(4) AS 2 1 . 3 3 . 0 6 1 ( c )  - (f) ( i n s u r a n c e  p r e m i u m  tax);

(5) A S  2 1 . 3 3 . 2 3 0  - 2 1 . 3 3 . 2 4 0  ( s u r p l u s  li n e s  i n s u r a n c e  p r e m i u m

tax);

(6) A S  2 1 . 6 6 . 1 1 0  (t i t l e  i n s u r a n c e  p r e m i u m  tax);

(7) A S  2 1 . 8 7 . 2 6 0  ( h o s p i t a l  a n d  m e d i c a l  s e r v i c e  c o r p o r a t i o n

t a x ) ;

(8) A S  2 1 . 8 8 . 0 6 0  ( m e d i c a l  i n d e m n i t y  c o r p o r a t i o n  p r e m i u m

tax);

(9) A S  4 3 . 2 0  ( c o r p o r a t e  i n c o m e  tax);

(10) AS 4 3 . 3 1  ( A l a s k a  e s t a t e  tax);

(11) A S  4 3 . 3 5  (tax o n  c o i n - o p e r a t e d  a m u s e m e n t  and g a m i n g

d e v i c e s  a n d  o n  p u n c h b o a r d s ) ;

(12) A S  4 3 . 4 0  (tax o n  m o t o r  fuel, i n c l u d i n g  t h e  t a x  i m p o s e d  o n

m o t o r  f uel u s e d  in m o t o r  v e h i c l e s ,  a i r c r a f t ,  a n d  w a t e r c r a f t ) ;



(13) A S  4 3 . 5 0  ( c i g a r e t t e  tax)}

(14) AS 4 3 . 5 5  (oil a n d  gas p r o p e r t i e s  p r o d u c t i o n  tax);

(15) A S  4 3 . 5 6  (ad v a l o r e m  t a x  o n  oil a n d  g a s  e x p l o r a t i o n ,

p r o d u c t i o n  a n d  p i p e l i n e  t r a n s p o r t a t i o n  p r o p e r t y ) ;

(16) A S  4 3 . 5 7  (oil a n d  ga s  r e g u l a t i o n  a n d  c o n s e r v a t i o n  tax);

(17) A S  4 3 . 5 8  (oil a n d  gas r e s e r v e s  ad v a l o r e m  tax.);

(^8) A S  4 3 . 6 0  ( l i q u o r  tax);

(19) AS 4 3 . 6 5  ( m i n i n g  l i c - n s e  tax);

(20) A S  4 3 . 7 0  ( b u s i n e s s  l i c e n s e  tax);

(21) AS 4 3 . 7 5  ( f i s h e r i e s  tax).

* Sec. 2. A S  1 3 . 1 6 . 6 1 0 ( a ) ( 1 )  is a m e n d e d  to read:

(1) " e s t a t e "  m e a n s  the g r o s s  e s t a t e  of a d e c e d e n t  as d e t e r­

m i n e d  for  the p u r p o s e  of f e d e r a l  e s t a t e  t a x  [AND T H E  E S T A T E  T A X  P A Y A B L E  

T O  T H I S  S T A T E ] ;

* Sec. 3. A S  1 3 . 1 6 . 6 1 0 ( a ) ( 5 )  is a m e n d e d  to read:

(5) " t a x "  m e a n s  the f e d e r a l  e s t a t e  t a x  [AND T H E  A D D I T I O N A L  

I N H E R I T A N C E  T A X  I M P O S E D  B Y  AS 43 . 3 1 ]  a n d  i n t e r e s t  a n d  p e n a l t i e s  i m p o s e d  

i n  a d d i t i o n  to th e  tax;

* Sec. 4. A S  1 6 , 1 0 . 2 9 6 ( 3 )  is r e p e a l e d  a n d  r e e n a c t e d  to read:

(3) " f i s h  p r o c e s s o r "  m e a n s  a p e r s o n  e n g a g i n g  or a t t e m p t i n g  

t o  e n g a g e  in a n y  of the f o l l o w i n g  l i ne s  of b u s i n e s s  in c o n n e c t i o n  w i t h  

the c o m m e r c i a l  f i s h e r i e s  of the state: s h o r e - b a s e d  c o l d  s t o r a g e s  a n d

o t h e r  s h o r e - b a s e d  f i s h  p r o c e s s i n g  p l a n t s ,  f r e e z e r  s h i p s  a n d  o t h e r  

f l o a t i n g  c o l d  s t o r a g e s ;

* Sec. 5. A S  2 1 . 0 9 . 1 7 0 ( b )  is a m e n d e d  to read:

(b) D u r i n g  the p e r i o d  of the s u s p e n s i o n  the i n s u r e r  s h a l l  n o t  

s o l i c i t  or w r i t e  a n y  n e w  b u s i n e s s  in this state, but s h a l l  fil e  its 

a n n u a l  s t a t e m e n t ,  p a y  fees a n d  [,] l i c e n s e s  [AND T A X E S ]  as r e q u i r e d  

u n d e r  this title, a n d  m a y  s e r v i c e  its o u t s t a n d i n g  b u s i n e s s  in f o r c e  in
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t h i s  s t a t e  as if th e  c e r t i f i c a t e  h a d  c o n t i n u e d  in full  fo r ce .

* Sec. 6. A S  2 1 . 0 9 . 2 2 0  is a m e n d e d  to read:

S ec. 2 1 . 0 9 . 2 2 0 .  C O U N T E R  S I G N A T U R E  B Y  R E S I D E N T  A G E N T - - A P P L I C A T I O N  

O F  T I T L E .  (a) A  [NO] c o m p a n y ,  a s s o c i a t i o n ,  r e c i p r o c a l  e x c h a n g e ,  

p e r s o n  or p e r s o n s  a u t h o r i z e d  to t r a n s a c t  i n s u r a n c e  o r  o f f e r  i n d e m n i t y  

c o n t r a c t s  i n  this s t a t e  e x c e p t i n g  r e c i p r o c a l  m u t u a l s  o r g a n i z e d  u n d e r  

th e  laws of this s t a t e  a n d  l i f e  i n s u r a n c e  c o m p a n i e s  o r  lif e  i n s u r a n c e  

. c o n t r a c t s  a n d  h e a l t h  a n d  a c c i d e n t  c o n t r a c t s  a n d  ar.uuity c o n t r a c t s  

wrifcten t h e r e i n ,  m a y  no t  m a k e ,  w r i t e ,  p l a c e  o r  c a u s e  to b e  made, 

w r i t t e n  or p l a c e d ,  a p o l i c y  or c o n t r a c t  of i n s u r a n c e  or i n d e m n i t y  o f  

a n y  k i n d  o r  c h a r a c t e r ,  or a g e n e r a l  or f l o a t i n g  p o l i c y  c o v e r i n g  r i s k s  

o n  p r o p e r t y  l o c a t e d  in th e  s t a t e ,  l i a b i l i t y  c r e a t e d  b y  or a c c r u i n g  

u n d e r  th e  laws of  this st a t e ,  or u n d e r t a k i n g s  to b e  p e r f o r m e d  in this 

st a t e ,  e x c e p t  t h r o u g h  t h e i r  l i c e n s e d  r e s i d e n t  i n s u r a n c e  a g en t s ,  w h o  

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

c o n t r a c t s  so i s s u e d  a n d  c o l l e c t  the p r e m i u m s ,  or s e e  to t h e i r  c o l l e c t i o n  

in d u e  c o u r s e ,  a n d  w h o  s h a l l  k e e p  a r e c o r d  of th e  same. T h e  r e c o r d  

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

u n d e r t a k e n ,  i n c l u d i n g  t h e  f u l l  p r e m i u m  p a i d  o r  to b e  p a i d  [, T O  T H E  E N D  

T H A T  T H E  S T A T E  M A Y  R E C E I V E  T H E  T A X E S  R E Q U I R E D  B Y  L A W  T O  BE P AI D  O N  

P R E M I U M S  C O L L E C T E D  FOR I N S U R A N C E  O N  P R O P E R T Y  O R  U N D E R T A K I N G S  L O C A T E D  IN 

T H I S  S T A T E ] .

(b) A n  [NO] a g e n t  m a y  n o t  [SHALL] p a y  or f o r w a r d  a p r e m i u m  or 

a p p l i c a t i o n  for i n s u r a n c e  or i n  a n y  m a n n e r  s e c u r e ,  h e l p  or a i d  in th e  

p l a c i n g  of i n s u r a n c e ,  or e f f e c t  a c o n t r a c t  of i n s u r a n c e  or i n d e m n i t y  

u p o n  p r o p e r t y ,  l i a b i l i t y  or u n d e r t a k i n g s  l o c a t e d  in this s t a t e  w i t h  a n  

i n s u r e r  w h i c h  is not  a u t h o r i z e d  to t r a n s a c t  its b u s i n e s s  i n  t h i s  s t a t e ^  

H o w e v e r  [ i E X C E P T  T H A T ]  if two or m o r e  i n s u r e r s  i s s u e  a s i n g l e  p o l i c y  

of i n s u r a n c e ,  the p o l i c y  m a y  b e  c o u n t e r s i g n e d  on b e h a l f  of all i n s u r e r s
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a p p e a r i n g  o n  it b y  a l i c e n s e d  a ge n t ,  r e s i d e n t  of th e  s t a t e ,  or a n y  one

o f  the i n s u r e r s .  T h e  p r a c t i c e  of s i g n i n g  p o l i c i e s  i n  b l a n k  is l i k e w i s e

p r o h i b i t e d .

Sec. 7. AS 2 1 . 3 3 . 0 1 1  is a m e n d e d  to read:

Sec. 2 1 . 3 3 . 0 1 1 .  P U R P O S E .  T h e  p u r p o s e  of AS 2 1 . 3 3 . 0 1 1  - 2 1 . 3 3 . 0 7 5

is to s u b j e c t  c e r t a i n  p e r s o n s  a n d  i n s u r e r s  to t h e  j u r i s d i c t i o n  o f  the 

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

s t a t e  in su i t s  b y  or o n  b e h a l f  of th e  s t a t e  a n d  i n s u r e d s  or b e n e f i c i­

ar i e s  u n d e r  i n s u r a n c e  c o n t r a c t s .  T h e  l e g i s l a t u r e  d e c l a r e s  tha t  i t  is a 

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

i n s u r a n c e  i s s u e d  b y  p e r s o n s  a n d  i n s u r e r s  n o t  a u t h o r i z e d  to do i n s u r a n c e  

b u s i n e s s  in th i s  s t at e ,  thus p r e s e n t i n g  to t h e s e  r e s i d e n t s  t h e  o f t e n  

i n s u p e r a b l e  o b s t a c l e  of a s s e r t i n g  t h e i r  l e g a l  r i g h t s  u n d e r  t h e s e  p o l i­

cie s  in f o r u m s  f o r e i g n  to t h e m  u n d e r  law s  a n d  r u l e s  of p r a c t i c e  w i t h  

w h i c h  t h e y  ar e  n o t  f a m i l i a r .  T h e  l e g i s l a t u r e  d e c l a r e s  t h a t  it is a l s o  

c o n c e r n e d  w i t h  the p r o t e c t i o n  of r e s i d e n t s  of t h i s  s t a t e  a g a i n s t  acts 

b y  p e r s o n s  an d  i n s u r e r s  n o t  a u t h o r i z e d  to do an i n s u r a n c e  b u s i n e s s  in 

t h i s  s t a t e  b y  the m a i n t e n a n c e  of f a i r  a n d  h o n e s t  i n s u r a n c e  m a r k e t s ,  [BY 

P R O T E C T I N G  T H E  P R E M I U M  T A X  R E V E N U E S  O F  T H I S  S T A T E , ]  b y  p r o t e c t i n g  

a u t h o r i z e d  p e r s o n s  and i n s u r e r s ,  w h i c h  a r e  s u b j e c t  to s t r i c t  r e g u l a­

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

b y  p r o t e c t i n g  a g a i n s t  t h e e v a s i o n  of t h e  i n s u r a n c e  r e g u l a t o r y  l aws of 

t his state. In f u r t h e r a n c e  of t his i n t e r e s t ,  th e l e g i s l a t u r e ,  in 

A S  2 1 . 3 3 . 0 1 1  - 2 1 . 3 3 . 0 7 5 ,  p r o v i d e s  m e t h o d s  for s u b s t i t u t e d  s e r v i c e  of 

p r o c e s s  u p o n  t h e s e  p e r s o n s  or  i n s u r e r s  i n  a n y  p r o c e e d i n g ,  su i t  or 

a c t i o n  in a n y  c o u r t  an d  s u b s t i t u t e  s e r v i c e  of a n y  n o t i c e ,  or d e r ,  p l e a d­

ing or p r o c e s s  u p o n  t h e s e  p e r s o n s  or i n s u r e r s  in a n y  p r o c e e d i n g  b e f o r e  

the d i r e c t o r  to e n f o r c e  or e f f e c t  f u l l  c o m p l i a n c e  w i t h  the i n s u r a n c e  

a n d  t a x  s t a t u t e s  of this state, a n d  d e c l a r e s  in so d o i n g  it e x e r c i s e s
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its p o w e r  to p r o t e c t  r e s i d e n t s  o f  this s t a t e  a n d  to d e f i n e  w h a t  c o n s t i­

tutes d o i n g  a n  i n s u r a n c e  b u s i n e s s  in this state, a n d  a l s o  e x e r c i s e s  

p o w e r s  a nd  p r i v i l e g e s  a v a i l a b l e  to t h i s  s t a t e  b y  v i r t u e  of P.L. 7 9 - 1 5  . 

(1945), ( C h a p t e r  20, 1st Sess., S. 3 4 0) ,  59 S t a t.  33, as a m e n d e d ,  w h i c h  

d e c l a r e s  t h a t  th e  b u s i n e s s  of i n s u r a n c e  a n d  e v e r y  p e r s o n  e n g a g e d  in the 

b u s i n e s s  of i n s u r a n c e  s h a l l  be s u b j e c t  to the laws of the s e v e r a l  

s t a t e s .

* Sec. 8. A C  2 1 . 3 3 . 0 4 1  is a m e n d e d  to read:

Sec. 2 1 . 3 3 . 0 4 1 .  V A L I D I T Y  O F  I N S U R A N C E  C O N T R A C T S .  E x c e p t  for 

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

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

t h i s  s t a t e  w h i c h  are r e p o r t e d  [AND O N  W H I C H  P R E M I U M  T A X  IS PAID] in 

a c c o r d a n c e  w i t h  A S  2 1 . 3 3 . 0 6 1 ,  a c o n t r a c t  of i n s u r a n c e  e f f e c t i v e  i n  this, 

s t a t e  a n d  e n t e r e d  i n t o  b y  a n  u n a u t h o r i z e d  i n s u r e r  is u n e n f o r c e a b l e  b y  

t h a t  [SUCH] i n s u r e r .  If t h e  u n a u t h o r i z e d  i n s u r e r  f a i l s  to p a y  a c l a i m  

o r  l o 8 8 w i t h i n  t h e  p r o v i s i o n s  o f  the i n s u r a n c e  c o n t r a c t ,  a p e r s o n  who  

a s s i s t e d . o r  in a n y  m a n n e r  a i d e d  d i r e c t l y  or i n d i r e c t l y  in the p r o c u r e­

m e n t  of th e i n s u r a n c e  c o n t r a c t  s h a l l  b e  l i a b l e  to t h e  i n s u r e d  f o r  the 

full a m o u n t  u n d e r  th e p r o v i s i o n s  of the i n s u r a n c e  c o n t r a c t .

* Sec. 9. A S  2 1 . 3 3 . 0 7 5 ( 4 )  is a m e n d e d  to read:

(4) t r a n s a c t i o n s  i n v o l v i n g  c o n t r a c t s  o f  i n s u r a n c e  i n d e p e n­

d e n t l y  p r o c u r e d  t h r o u g h  n e g o t i a t i o n s  o c c u r r i n g  e n t i r e l y  o u t s i d e  of this 

s t a t e  w h i c h  are r e p o r t e d  [AND O N  W H I C H  P R E M I U M  T A X  IS P AID] in a c c o r­

d a n c e  w i t h  A S  2 1 . 3 3 . 0 6 1 ;

* Sec. 10. A S  2 1 . 3 3 . 2 5 0  is a m e n d e d  to read:

Sec. 2 1 . 3 3 . 2 5 0 .  P E N A L T Y  F O R  F A I L U R E  T O  F I L E  OR R E M I T .  A s u r p l u s  

line b r o k e r  w h o  f a i l s  to f i l e  t h e  a n n u a l  s t a t e m e n t  [OR P A Y  T H E  P R E M I U M

T A X ]  b e f o r e  A p r i l  1 in th e  y e a r  d u e  is l i a b l e  to a f i n e  of $25 f or  each

d a y  of d e l i n q u e n c y  b e g i n n i n g  o n  A p r i l  1. T h e  [TAX M A Y  .BE C O L L E C T E D  B Y
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D I S T R A I N T ,  O R  T H E  T A X  AND] f i n e  m a y  be r e c o v e r e d  b y  a n  a c t i o n  b y  t h e  

d e p a r t m e n t  in a c o u r t .  T h e  d e p a r t m e n t  s h a l l  d e p o s i t  the p r o c e e d s  o f  

a l l  f i n e s  c o l l e c t e d  in the g e n e r a l  fund.

Sec. 11. AS 2 1 . 3 3 . 2 6 0 ( 1 )  is a m e n d e d  to read:

(1) i f  the b r o k e r  f a i l s  to f i l e  t h e  a n n u a l  s t a t e m e n t  [OR P A Y  

T H E  P R E M I U M  T A X ] ;

Sec. 12. A S  2 1 . 3 3 . 2 9 0  is a m e n d e d  to read:

Sec. 2 1 . 3 3 . 2 9 0 .  I S S U A N C E  O F  L I C E N S E  A F T E R  R E V O C A T I O N  O R  S U S­

PEN S I O N .  T h e  d e p a r t m e n t  m a y  n o t  i s s u e  a l i c e n s e  to a s u r p l u s  l i n e  

b r o k e r  w h o s e  l i c e n s e  h a s  b e e n  s u s p e n d e d  or r e v o k e d  less t h a n  o n e  y e a r  

b e f o r e  t h e  a p p l i c a t i o n  o r  u n i t l  the  f i n e s  [AND D E L I N Q U E N T  T A X E S ]  a r e  

p aid.

Sec. 13. A S  2 1 . 8 8 . 0 9 5 ( b )  is r e p e a l e d  an d  r e e n a c t e d  to read:

(b) If a n d  w h i l e  the c o m p a n y  to w h i c h  the a s s e t s  and l i a b i l i t i e s

o f  t h e  c o r p o r a t i o n  a r e  t r a n s f e r r e d  i n  th e  m a n n e r  p r o v i d e d  i n  (a) of 

this s e c t i o n  c o n t i n u e s  to w r i t e  p r e m i u m s  i n  e x c e s s  o f  the l e v e l s  p r o­

v i d e d  in A S  2 1 . 8 8 . 0 5 5 ,  the o b l i g a t i o n  to r e p a y  to th e  l o a n  f u n d  loans

a s s u m e d  b y  the c o m p a n y  at the tim e  o f  t r a n s f e r  of. t h e  a s s e t s  a n d  

l i a b i l i t i e s  of the c o r p o r a t i o n  n e e d  n o t  be s h o w n  as a l i a b i l i t y  o n  th e  

b o o k s  of the c o r p o r a t i o n .

Sec. 14. A S  2 3 . 1 5 . 3 9 0  is a m e n d e d  to read:

Sec. 2 3 . 1 5 . 3 9 0 .  FEES. T h e  fee for f i l i n g  a n  a p p l i c a t i o n  for a 

p e r m i t  is $10. Al l  f ees s h a l l  be d e p o s i t e d  in t h e  g e n e r a l  fund. (IN 

A D D I T I O N  T O  P A Y I N G  T H I S  FEE, A L L  P E R S O N S  C O N D U C T I N G  E M P L O Y M E N T  A G E N C I E S  

M U S T  C O M P L Y  W I T H  T H E  P R O V I S I O N S  O F  T H E  A L A S K A  B U S I N E S S  L I C E N S E  A C T 

(AS 4 3 . 7 0 ) . ]

Sec. 15. A S  2 9 . 5 3 . 0 5 0 ( b )  is a m e n d e d  to read:

(b) No m u n i c i p a l i t y ,  or c o m b i n a t i o n  o f  m u n i c i p a l i t i e s  o c c u p y i n g  

t h e  s am e  g e o g r a p h i c a l  area, in w h o l e  o r  in part, m a y  l e v y  t a x e s  (1)
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w h i c h  w i l l  r e s u l t  in t a x  r e v e n u e s  f r o m  a l l  s o u r c e s  e x c e e d i n g  $ 1 , 0 0 0  a 

ye a r  for e a c h  p e r s o n  r e s i d i n g  w i t h i n  t h e i r  b o u n d a r i e s  or  (2) u p o n  

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

b y  t h e  m u n i c i p a l i t y ,  e x c e e d  t h e  p r o d u c t  o f  225 p e r c e n t  o f  the a v e r a g e  

pe r  c a p i t a  a s s e s s e d  full  a n d  t r u e  v a l u e  of p r o p e r t y  in t h e  s t a t e  m u l ­

ti p l i e d  b y  the n u m b e r  of  r e s i d e n t s  of th e  t a x i n g  m u n i c i p a l i t y .  If t w o  

o r  m o r e  m u n i c i p a l i t i e s  o c c u p y i n g  the  sa m e  g e o g r a p h i c a l  a r e a ,  i n  w h o l e  

or in  p art, a t t e m p t  to l e v y  a t a x  (1) the c o m b i n e d  l e v y  o f  w h i c h  w o u l d  

result, in tax r e v e n u e s  f r o m  a l l  s o u r c e s  e x c e e d i n g  $ 1 , 0 0 0  a y e a r  f o r  

e a c h  p e r s o n  r e s i d i n g  w i t h i n  t h e i r  b o u n d a r i e s  or (2) u p o n  v a l u e s  w hi c h ,  

w h e n  c o m b i n e d  w i t h  th e  v a l u e  of p r o p e r t y  o t h e r w i s e  t a x a b l e  b y  the 

m u n i c i p a l i t y ,  e x c e e d  the p r o d u c t  o f  225 p e r c e n t  of the a v e r a g e  p e r  

c a p i t a  a s s e s s e d  f u l l  an d  t r u e  v a l u e  of p r o p e r t y  in t h e  s t a t e  m u l t i p l i e d  

b y  th e  n u m b e r  of r e s i d e n t s  of the t a x i n g  m u n i c i p a l i t y ,  the c o m m i s s i o n e r  

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

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

a n d  o t h e r  c o n s i d e r a t i o n s  in th e  p u b l i c  i n t e r e s t .  F o r  t h e  p u r p o s e  of 

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

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

U n i t e d  S t a t e s  B u r e a u  o f  th e  C e n s u s  or o n  o t h e r  r e l i a b l e  p o p u l a t i o n  

•j.jta. [FOR P U R P O S E S  O F  T H I S  S U B S E C T I O N  T H E  A V E R A G E  P E R  C A P I T A  A S S E S S E D  

F U L L  A N D  T R U E  V A L U E  O F  P R O P E R T Y  I N  T H E  S T A T E  S H A L L  BE C A L C U L A T E D  W I T H O U T  

R E G A R D  T O  T H E  A S S E S S E D  V A L U E  O F  T A X A B L E  P R O P E R T Y  U N D E R  AS  4 3 . 5 8 . ]

* Sec. 16. A S  3 4 . 3 5 . 4 8 5 ( a )  is a m e n d e d  to read:

Sec. 3 4 . 3 5 . 4 8 5 .  A C K N O W L E D G M E N T  O F  S A T I S F A C T I O N .  (a) W h e n  a 

l i e n  is s a t i s f i e d  b y  p a y m e n t ,  a n  a c k n o w l e d g m e n t  o f  s a t i s f a c t i o n  s u i t a b l e  

for r e c o r d a t i o n  s h a l l  be d e l i v e r e d  to all p a r t i e s  to the li e n  b y  the 

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

i m m e d i a t e l y  u p o n  p a y m e n t  b y  t e n d e r  o f  c a s h  in s a t i s f a c t i o n  of t h e  c l a i m
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o r  w i t h i n  10 d a y s  a f t e r  p a y m e n t  wtu.n s a t i s f a c t i o n  is o b t a i n e d  in s o m e  

o t h e r  m a n n e r .  [A C E R T I F I C A T E  O F  D I S C H A R G E  O F  A  L I E N  F O R  N O N P A Y M E N T  O F  

A  S T A T E  T A X  OR L I C E N S E  F E E  R E C O R D E D  U N D E R  AS 4 3 . 2 0 . 2 4 0  S H A L L  BE 

D E L I V E R E D  W I T H I N  15 D A Y S  A F T E R  T E N D E R  O F  C A S H  I N  S A T I S F A C T I O N  O F  T H E  

C L A I M  OR  W I T H I N  3 0  D A Y S  W H E N  S A T I S F A C T I O N  IS O B T A I N E D  I N  S O M E  O T H E R

M A N N E R . ]  T h e  a c k n o w l e d g m e n t  s h a l l  i d e n t i f y  all p a r t i e s  to t h e  l i e n  a n d

a n y  p r o p e r t y  s u b j e c t  to t h e  l i e n  u s i n g  t he  sam e  n a m e  or d e s c r i p t i o n  

c o n t a i n e d  in the c l a i m  of r e c o r d ,  if a c l a i m  was m a d e ,  a n d  t h e  b o o k  a n d  

p a g e  of the o f f i c i a l  r e c o r d  c o n t a i n i n g  the claim.

* Sec. 17. AS 3 4 . 6 0 . 1 1 0  is a m e n d e d  to r ead:

Sec. 3 4 . 6 0 . 1 1 0 .  N O N T A X A T I O N  OF P A Y M E N T S .  No p a y m e n t  r e c e i v e d  b y  

a d i s p l a c e d  p e r s o n  u n d e r  t his c h a p t e r  is i n c o m e  for the p u r p o s e s  o f  the  

[ S T A T E  OR] f e d e r a l  i n c o m e  tax, p e r s o n a l  or c o r p o r a t e .  T h e  p a y m e n t s  a r e  

n o t  i n c o m e  or r e s o u r c e s  to a r e c i p i e n t  of p u b l i c  a s s i s t a n c e  a n d  th e 

p a y m e n t s  m a y  no t  be d e d u c t e d  f r o m  th e  a m o u n t  of a i d  to w h i c h  the r e ­

c i p i e n t  w o u l d  o t h e r w i s e  be e n t i t l e d .

* Sec. 18. A S  3 8 . 0 5 . 1 8 0 ( i )  is a m e n d e d  t o  read:

(i) T h e  c o m m i s s i o n e r  m a y  p r o v i d e  for the e s t a b l i s h m e n t  of a n

e x p l o r a t i o n  i n c e n t i v e  c r e d i t  s y s t e m  u n d e r  w h i c h  a l e s s e e  of s t a t e  l and 

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

t h e  f o o t a g e  d r i l l e d  a n d  the r e g i o n  i n  w h i c h  t h e  w e l l  is s i t u a t e d .  T h e  

c o m m i s s i o n e r  m a y  a l s o  p r o v i d e  fo r  c r e d i t s  to be e a r n e d  b y  p e r s o n s  

p e r f o r m i n g  g e o p h y s i c a l  w o r k  o n  s t a t e  land, i f  t ha t  w o r k  is p e r f o r m e d  

d u r i n g  the tw o  s e a s o n s  i m m e d i a t e l y  p r e c e d i n g  a n  a n n o u n c e d  l e a s e  s a l e  

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

ti o n  is m a d e  p u b l i c  f o l l o w i n g  t h e  s a l e.  C r e d i t s  m a y  n o t  e x c e e d  50 

p e r c e n t  of the c o s t  of the d r i l l i n g  o r  g e o p h y s i c a l  w o r k .  C r e d i t s  m a y  

be u s e d  d u r i n g  a l i m i t e d  p e r i o d  e s t a b l i s h e d  b y  the c o m m i s s i o n e r  a n d  m a y  

be a s s i g n e d  d u r i n g  th a t  p e r i o d .  C r e d i t s  m a y  be a p p l i e d  a g a i n s t  [(1)]

-8 -  H B  37
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1 oil a n d  gas r o y a l t y  a n d  r e n t a l  p a y m e n t s  p a y a b l e  to t h e  s t a t e  [OR (2) 

T A X E S  P A Y A B L E  U N D E R  A S  4 3 . 5 5 ] ,  No c r e d i t  m a y  e x c e e d  50 p e r c e n t  o f  the 

p a y m e n t  t o w a r d  w h i c h  it is b e i n g  a p p l i e d .  A m o u n t s  d u e  th e  A l a s k a  

p e r m a n e n t  f u n d  (AS 3 7 . 1 0 . 0 6 5 )  a n d  th e A l a s k a  r e n e w a b l e  r e s o u r c e s  

d e v e l o p m e n t  fund (AS 3 7 . 1 1 . 0 2 0 )  s h a l l  b e  c a l c u l a t e d  b e f o r e  t h e  a p p l i c a­

ti o n  of c r e d i t s  u n d e r  thi s  s u b s e c t i o n .

* Sec. 19. A S  4 3 . 0 5 . 2 6 0 ( a )  i s  a m e n d e d  to read:

Sec. 4 3 . 0 5 . 2 6 0 .  L I M I T A T I O N  O N  A S S E S S M E N T .  (a) T h e  [ E X C E P T  AS

P R O V I D E D  I N  AS 4 3 . 2 0 . 2 0 0 ( b ) ,  THE] a m o u n t  of a tax i m p o s e d  b y  this t i t l e  

m u s t  be a s s e s s e d  w i t h i n  t h r e e  y e a r s  a f t e r  the r e t u r n  w a s  filed, w h e t h e r  

o r  n o t  a r e t u r n  wa s  f i l e d  o n  or a f t e r  th e  d a t e  p r e s c r i b e d  b y  law. If 

the t a x  is n o t  a s s e s s e d  b e f o r e  t h e  e x p i r a t i o n  of the t h r e e - y e a r  p e r i o d ,  

n o  p r o c e e d i n g s  m a y  be i n s t i t u t e d  in c o u r t  for th e  c o l l e c t i o n  of the 

tax.

* Sec. 20. A S  4 3 . 1 0 . 0 3 0  is a m e n d e d  to read:

Sec. 4 3 . 1 0 . 0 3 0 .  D I S T R A I N T  O N  P R O P E R T Y  E X T E N D E D  T O  A L L  S T A T E

R E V E N U E  STAT U T E S .  T h e  r e m e d y  of d i s t r a i n t  o n  p r o p e r t y  [, S E T  O U T  IN

AS 4 3 . 2 0 . 2 7 0 , ]  a p p l i e s  to a l l  s t a t e  r e v e n u e  s t a t u t e s  e x i s t i n g  or h e r e ­

af t e r  e n a c t e d  for the c o l l e c t i o n  of t ax e s  a n d  l i c e n s e  fees.

* Sec. 21. AS 4 3 . 1 8 . 1 0 0 ( b )  is a m e n d e d  to read:

(b) T h e  c o m m i s s i o n e r  s h a l l  a d m i n i s t e r  the p r o g r a m  of r e i m b u r s e m e n t  

a u t h o r i z e d  u n d e r  this s e c t i o n  a n d  s h a l l  p r o v i d e  b y  r e g u l a t i o n  f o r  the 

f i l i n g  of a p p l i c a t i o n s  for r e i m b u r s e m e n t ,  the f o r m  of p r o o f  of c o s t s  

for w h i c h  a p p l i c a t i o n  for r e i m b u r s e m e n t  is m ade, a n d  o t h e r  r e g u l a t i o n s  

n e c e s s a r y  to a d m i n i s t e r  th e  p r o g r a m .  T h e  c o m m i s s i o n e r  s h a l l  e x c l u d e  

f r o m  the t otal sc h o ol  c o n s t r u c t i o n  c o s t  of the local d i s t r i c t  all s t a t e  

a n d  f e d e r a l  funds i n c l u d e d  in t h e s e  c o s t s  e x c e p t  f u n d s  p r o v i d e d  u n d e r  

this s e c t i o n  [AND AS 4 3 . 5 0 . 1 4 0 ] ,  In a p p r o v i n g  a p p l i c a t i o n s  for r e i m­

bu r s e m e n t ,  the c o m m i s s i o n e r  s h a l l

- 9 -  HB 37
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[(1) O F F S E T  A G A I N S T  T H E  A M O U N T  O F  R E I M B U R S E M E N T  A U T H O R I Z E D  

T H E  A M O U N T  O F  A N Y  F U N D S  D I S T R I B U T E D  T O  T H E  B O R O U G H  O R  C I T Y  I N  T H E  

S E C O N D  P R E C E D I N G  F I S C A L  Y E A R  F R O M  T H E  S C H O O L  F U N D  P R O V I D E D  FOR I N  

AS 4 3 . 5 0 . 1 4 0 j

(2)] r e q u i r e  the b o r o u g h  o r  c i t y  to p r o v i d e ,  w i t h  its a p p l i­

ca t i o n ,  a c e r t i f i e d  c o p y  of the n o t i c e  to t a x p a y e r s  r e q u i r e d  b y  AS 4 3 . -  

1 8 . 0 3 0 .

* Sec. 22. A S  4 3 . 2 1 . 0 1 0  is a m e n d e d  to read:

Sec. 4 3 . 2 1 . 0 1 0 .  A P P L I C A T I O N .  T h i s  c h a p t e r  a p p l i e s  to e v e r y  

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

p r o d u c t i o n  of oil or gas f r o m  a l e a s e  or p r o p e r t y  in the state, or f r o m  

t h e  p i p e l i n e  t r a n s p o r t a t i o n  of oi l  or  ga s  i n  the s t a t e .  T h e  t a x  c a l c u­

la t e d  u n d e r  this c h a p t e r  is m e a s u r e d  b y  the t o t a l  t a x a b l e  i n c o m e  o f  t h e  

c o r p o r a t i o n  as d e f i n e d  in A S  4 3 . 2 1 . 0 2 0  - 4 3 . 2 1 . 0 4 0  a n d  the t a x  r a t e  

s h a l l  be 9 . 4  p e r c e n t  [IS D E T E R M I N E D  A T  T H E  R A T E S  E S T A B L I S H E D  U N D E R  

A S  4 3 . 2 0 . 0 1 1 ( e ) ] .

* Sec. 23. A S  4 3 . 2 1 . 0 2 0 ( c ) ( 3 )  is a m e n d e d  to read:

(3) t a x e s  i m p o s e d  u n d e r  [AS 4 3 . 5 6  AND ]  A S  2 9 . 5 3  w h i c h  a r e  

a c t u a l l y  p a i d  b y  the c o r p o r a t i o n  o n  p r o p e r t y  u s e d  d i r e c t l y  in t h e  

p r o d u c t i o n  of oil or gas f r o m  a l e a s e  or p r o p e r t y  in the state, i n c l u d­

ing  p r o p e r t y  u s e d  in p r o d u c t i o n ,  g a t h e r i n g ,  t r e a t m e n t  or p r e p a r a t i o n  of 

the oi l or gas for p i p e l i n e  t r a n s p o r t a t i o n ,  bu t  o n l y  if t h o s e  p r o p e r t y  

t a x  p a y m e n t s  w e r e  due an d  p a y a b l e  o n l y  a f t e r  th e  d a t e  of c o m m e r c i a l  

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

a s s o c i a t e d  j

* Sec. 24. A S  4 3 . 2 1 . 0 2 0 ( c ) ( 6 )  is a m e n d e d  to read:

(6) the a m o r t i z a t i o n  o f  l e a s e  a c q u i s i t i o n  p a y m e n t s  a n d  t a x e s  

p a i d  u n d e r  [AS 4 3 . 5 6  AND] A S  2 9 . 5 3  ( i n c l u d i n g  c a p i t a l i z e d  i n t e r e s t  on 

b o t h )  for o r  o n  p r o d u c i n g  p r o p e r t i e s  b e f o r e  the c o m m e n c e m e n t  o f  comraer-
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c i a l  p r o d u c t i o n  f r o m  the l e a s e  o r  p r o p e r t y  f or  w h i c h  t h e p r o p e r t y  ic 

b e i n g  used;

* Sec. 25. A S  4 3 . 2 1 . 0 4 0 ( a )  is a m e n d e d  to read:

(a) T a x a b l e  i n c o m e  of a c o r p o r a t i o n  s u b j e c t  to t h i s  c h a p t e r  f r o m  

a c t i v i t i e s  in th i s  s t a t e  o t h e r  t h a n  t h e  p r o d u c t i o n  of o i l  or gas f r o m  a 

-l e a s e  or p r o p e r t y  in the s t a t e  or the p i p e l i n e  t r a n s p o r t a t i o n  of o i l  or 

g a s  in th e  s t a t e  s h a l l  be d e t e r m i n e d  in a c c o r d a n c e  w i t h  t h e  m e t h o d  

e s t a b l i s h e d  in art. I V  of A S  4 3 , 1 9 . 0 1 0  a n d  t he  f o l l o w i n g  [IN AS 4 3 . 2 0 . -  

0 71], as m o d i f i e d  b y  (b) - (f) o f  this s e c t i o n ^

(1) the n u m e r a t o r  of t h e  p r o p e r t y  f a c t o r  is the s u m  of the 

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

u s e d  i n  the b u s i n e s s ,  a m  I n t r a s t a t e  e q u i p m e n t  a n d  p e r s o n a l  p r o p e r t y  

d e t e r m i n e d  a c c o r d i n g  to the Mulr.istate T a x  C o m p a c t  (AS 4 3 . 1 9) ,  a n d  the 

v a l u e  of i n t e r s t a t e  m o b i l e  p r o p e r t y  d e t e r m i n e d  o n  a d a y s - s p e n t - i n - p o r t s  

b a s i s  as p r o v i d e d  in (4) of  this, s u b s e c t i o n ;  t h e  d e n o m i n a t o r  of th e 

p r o p e r t y  f a c t o r  is D e t e r m i n e d  a c c o r d i n g  to the M u l t i s t a t e  T a x  C o m p a c t  

(AS 4 3 .1 9 ) ;

(2) the n u m e r a t o r  of the p a y r o l l  f a c t o r  is the s u m  of the 

w age s  a n d s a l a r i e s  of e m p l o y e e s  a s s i g n e d  to f i x e d  l o c a t i o n s  d e t e r m i n e d  

a c c o r d i n g  to the M u l t i s t a t e  T a x  C o m p a c t  (AS 43.19) a n d  t h e w a g e s  a n d  

s a l a r i e s  of e m p l o y e e s  a s s i g n e d  to i n t e r s t a t e  m o b i l e  p r o p e r t y  d e t e r m i n e d  

o n  a d a y s - s p e n t - i n - p o r t s  b a s i s  as p r o v i d e d  in (4) of t his s u b s e c t i o n ;  

the d e m o n i n a t o r  of the p a y r o l l  f a c t o r  is d e t e r m i n e d  in a c c o r d a n c e  w i t h  

th e  M u l t i s t a t e  T a x  C o m p a c t  (AS 4 3 .1 9 ) ;

(3) th e  n u m e r a t o r  of t h e  s a l e s  f a c t o r  is the s u m  of all 

r e v e n u e s  f r o m  i n t r a s t a t e  a c t i v i t i e s  a n d  r e v e n u e s  f r o m  i n t e r s t a t e  a c t i­

vi t i e s  d e t e r m i n e d  o n  a d a y s - s p e n t - i n - p o r t s  b a s i s  as p r o v i d e d  in (4) of 

t his s u b s e c t i o n ;  t h e  d e n o m i n a t o r  is d e t e r m i n e d  in a c c o r d a n c e  w i t h  the

M u l t i s t a t e  T a x  C o m p a c t  (AS 4 3 . 1 9 ) ;
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(4) t h e  p o r t i o n s  of th e  n u m e r a t o r  of the p r o p e r t y ,  p a y r o l l ,  

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

p e r t y  o p e r a t i o n s  a r e  d e t e r m i n e d  b y  a r a t i o  w h i c h  the n u m b e r  of days 

s p e n t  i n  p o r t s  i n s i d e  the s t a t e  b e a r s  t o  t h e  t o t a l  n u m b e r  of days s p e n t  

in  p o r t s  I n s i d e  a n d  o u t s i d e  the st a t e;  t h e  t e r m  " days s p e n t  In p o r t s "  

does n o t  i n c l u d e  p e r i o d s  w h e n  s h i p s  a r e  t i e d  u p  b e c a u s e  of s t r i k e s  or 

w i t h h e l d  f r o m  A l a s k a  s e r v i c e  for r e p a i r s ,  o r  b e c a u s e  of s e a s o n a l  r e d u c­

t i o n  of s e r v i c e ;  days in p o r t  are  c o m p u t e d  b y  d i v i d i n g  the t o t a l  n u m b e r  

of h o u r s  in a l l  p o r t s  b y  2 4 .

* Sec. 26. A S  4 3 . 2 1 . 1 2 0  is r e p e a l e d  a n d  r e e n a c t e d  to read:

Sec. 4 3 . 2 1 . 1 2 0 .  D E F I N I T I O N S .  In thi s  c h a p t e r

(1) " b a r r e l  of o i l "  m e a n s  42 U n i t e d  S t a t e s  g a l l o n s  of oil of 

231 c u b i c  i n c h e s  a g a l l o n  c o m p u t e d  a t  a t e m p e r a t u r e  of 60 d e g r e e s  

F a h r e n h e i t ;

(2) " b a s e  of o p e r a t i o n s "  m e a n s  th e  c l o s e s t  p o i n t  on l and to 

the oii.shore o i l or gas p r o d u c t i o n  o p e r a t i o n s  f r o m  w h i c h  goods, s e r v i c e s  

a n d  s u p p l i e s  f l o w  to t h o s e  o f f s h o r e  oil or gas p r o d u c t i o n  o p e r a t i o n s ;

(3) " c o n s o l i d a t e d  b u s i n e s s "  m e a n s  a c o r p o r a t i o n  or g r o u p  of 

corpv.~ations h a v i n g  m o r e  t h a n  50 p e r c e n t  c o m m o n  o w n e r s h i p  d i r e c t  or 

i n d i r e c t ,  or a g r o u p  of c o r p o r a t i o n s  in w h i c h  t h e r e  is a c o m m o n  c o n t r o l  

e i t h e r  d i r e c t  o r  i n d i r e c t  as e v i d e n c e d  b y  a n y  a r r a n g e m e n t ,  c o n t r a c t  or 

a g r e e m e n t ;

(4) " c u b i c  fo o t  of g a s "  m e a n s  the v o l u m e  of gas c o n t a i n e d  in

o n e  c u b i c  foo t  of s p a c e  m e a s u r e d  at a p r e s s u r e  b a s e  o f  1 4 . 6 5  p o u n d s  per

s q u a r e  in c h  a b s o l u t e  a n d  a t e m p e r a t u r e  b a s e  of 60 d e g r e e s  Fa h r e n h e^  :;

(5) " d e p a r t m e n t "  m e a n s  t h e  D e p a r t m e n t  o f  R e v e n u e ;

(6) " g a s "  m e a n s  all n a t u r a l ,  a s s o c i a t e d  o r  c a s i n g h e a d  gas,

al l  h y d r o c a r b o n s  p r o d u c e d  at the w e l l h e a d  no t  d e f i n e d  as oil, a n d  all 

l i q u i d  h y d r o c a r b o n s  e x t r a c t e d  at a gas p r o c e s s i n g  pl a n t ;
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(7) " o i l "  m e a n s  crude, p e t r o l e u m  o i l a n d  o t h e r  h y d r o c a r b o n s  

r e g a r d l e s s  o f  g r a v i t y  w h i c h  a r e  p r o d u c e d  at th e w e l l h e a d  in l i q u i d  f o r m  

a n d  t h e  l i q u i d  h y d r o c a r b o n s  k n o w n  as d i s t i l l a t e  or  c o n d e n s a t e  r e c o v e r e d  

b y  s e p a r a t i o n  f r o m  gas o t h e r  t h a n  at a gas p r o c e s s i n g  pl a n t ;

(8) " l e a s e  o r  p r o p e r t y "  m e a n s  a n y  r i g h t ,  t i t l e  o r  i n t e r e s t  

i n  or t h e  r i g h t  to p r o d u c e  o r  r e c o v e r  o i l  or gas i n c l u d i n g

(A) a m i n e r a l  i n t e r e s t ;

(B) a l e a s e h o l d  i n t e r e s t ;

(C) a w o r k i n g  i n t e r e s t ,  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g

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

o t h e r  i n t e r e s t  in a lease, c o n c e s s i o n ,  j o i n t  v e n t u r e  or o t h e r  

a g r e e m e n t  f o r  oil a n d  g a s  e x p l o r a t i o n ,  d e v e l o p m e n t ,  or p r o d u c t i o n ;

(D) a w o r k i n g  i n t e r e s t ,  r o y a l t y  i n t e r e s t ,  o v e r r i d i n g

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

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

th e  p r o v i s i o n s  of sec. 614(b) (3) of t h e  I n t e r n a l  R e v e n u e  C o d e  of 

i 9 5 4  as d e f i n e d  o n  t h e  e f f e c t i v e  d a t e  of this p a r a g r a p h ;

(9) " g r o s s  v a l u e  at the p o i n t  of p r o d u c t i o n "

(A) f o r  oil, th e  v a l u e  of t h e  oil a t  t h e  p o i n t  w h e r e  it 

is m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r ,  t a n k  

g a u g e ,  or o t h e r  m e t h o d )  in a c o n d i t i o n  of p i p e l i n e  q u a l i t y  o n  the 

p r e m i s e s  of  the l ea s e  or p r o p e r t y  f r o m  w h i c h  it is r e c o v e r e d ;  

h o w e v e r ,  if the o i l  is n o t  of p i p e l i n e  q u a l i t y  w h e n  it is r e m o v e d  

f r o m  th e  p r e m i s e s  of th e  l e a s e  or p r o p e r t y  f r o m  w h i c h  it is r e ­

co v e r e d ,  or if  t h e  oil r e c o v e r e d  f r o m  a l e a s e  or p r o p e r t y  is no t  

m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  c u s t o d y  t r a n s f e r  m e te r ,  t a n k  

g a u g e ,  or o t h e r  m e t h o d )  o n  th e  p r e m i s e s  of t h e  l e a s e  or p r o p e r t y  

f r o m  w h i c h  it is r e c o v e r e d ,  t h e n  th e  g r o s s  v a l u e  at th e  p o i n t  o f  

p r o d u c t i o n  is t he  v a l u e  of t h a t  o i l  a t  the o f f - p r e m i s e s  l o c a t i o n
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w h e r e  t h e  o i l  is f i r s t  m e t e r e d  or m e a s u r e d  (by a u t o m a t i c  c u s t o d y  

t r a n s f e r  m e t e r ,  t a n k  gauge, or o t h e r  m e t h o d )  in a  c o n d i t i o n  of 

p i p e l i n e  q u a lity;

(B) f o r  g a s  r e c o v e r e d  f r o m  o r  in association, w i t h  oil, 

t h e  v a l u e  of the gas a t  the p o i n t  w h e r e  it is a c c u r a t e l y  m e t e r e d  

o r  m e a s u r e d  a f t e r  s e p a r a t i o n  f r o m  t h e  oil; f o r  g a s  r u n  t h r o u g h  a 

ga s  p r o c e s s i n g  p l a n t ,  the g r o s s  v a l u e  a t  t h e  p o i n t  of p r o d u c t i o n  

is t h e  f u l l  c o n s i d e r a t i o n  r e c e i v e d  b y  t h e  p r o d u c e r  f o r  the ga s  if 

s o l d  i n  a n  a r m ' s  l e n g t h  t r a n s a c t i o n  or, in t h e  a b s e n c e  of a n  a r m ' s  

l e n g t h  t r a n s a c t i o n ,  is the s u m  of th e v a l u e - o f  t h e  l i q u i d s  e x­

t r a c t e d  f r o m  the gas at th e  p l a n t  a n d  t h e  v a l u e  o f  th e  r e s i d u e  

gas, l e s s  a r e a s o n a b l e  a l l o w a n c e  for p r o c e s s i n g  th e  ga s  at the 

p l a n t  a n d  for t r a n s p o r t i n g  the gas to t h e  p l a n t  f r o m  t h e  p r e m i s e s  

u p o n  w h i c h  the oil p r o d u c t i o n  o p e r a t i o n  is c o n d u c t e d ;  a n d

(C) for gas n o t  r e c o v e r e d  f r o m  or in a s s o c i a t i o n  w i t h  

o il, t h e  v a l u e  of the gas at the p o i n t  w h e r e  it is a c c u r a t e l y  

m e t e r e d  or m e a s u r e d  or the v a l u e  of the gas a t  t h e  p o i n t  of sale, 

i f  any, o n  the p r e m i s e s  of the l e a s e  o r  p r o p e r t y  f r o m  w h i c h  the 

ga s  is r e c o v e r e d ,  w h i c h e v e r  is the h i g h e r  v a l u e ;  for gas r u n  

t h r o u g h  a gas p r o c e s s i n g  pla n t,  th e  g r o s s  v a l u e  at the p o i n t  of 

p r o d u c t i o n  is the full c o n s i d e r a t i o n  r e c e i v e d  by  the p r o d u c e r  for 

t h e  gas if s o l d  i n  a n  a r m ' s  l e n g t h  t r a n s a c t i o n  or, in the a b s e n c e  

of a n  a r m ' s  l e n g t h  t r a n s a c t i o n ,  is t h e  s u m  o f  the v a l u e  of th e  

l i q u i d s  e x t r a c t e d  f r o m  the gas  at the p l a n t  a n d  t h e  v a l u e  of the 

r e s i d u e  gas, less a r e a s o n a b l e  a l l o w a n c e  for p r o c e s s i n g  the gas at 

t h e  p l a n t  a n d  for t r a n s p o r t i n g  the gas to the p l a n t  f r o m  th e  p o i n t  

w h e r e  it was a c c u r a t e l y  m e t e r e d  or m e a s u r e d ;

(10) "oil p r o d u c t i o n  o p e r a t i o n "  m e a n s  t h e  o p e r a t i o n  b y  w h i c h  

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

f i n a l l y  r e n d e r e d  int o  oil o f  p i p e l i n e  q u a l i t y .

* Sec. 27. T h e  f o l l o w i n g  laws a r e  r e p e a l e d :  AS  0 4 . 2 1 . 0 4 0 ( c ) ;  AS 0 6 . 2 0 . -

0 3 0 ( c ) ;  AS 0 8 . 5 4 . 1 4 2 ( a ) ( 3 ) ;  AS 1 6 . 4 3 . 1 8 2 ,  1 6 . 4 3 . 3 6 0 ;  A S  1 9 . 4 0 . 0 4 0 ;  AS 2 1.- 

3 3 . 2 3 0  - 2 1 . 3 3 . 2 4 0 ;  A S  2 1 . 6 9 . 3 9 0 ( c ) ;  A S  2 1 . 8 7 . 2 6 0 ;  A S  2 9 . 5 3 . 0 4 5 ;  A S  4 3 . 0 5 . -  

085; AS  4 3 . 2 1 . 0 2 0 ( c ) ( 2 )  a n d  4 3 . 2 1 . 0 2 0 ( d ) ;  a n d  AS 4 4 . 6 2 . 3 3 0 ( a ) (20).

* Sec. 28. T h i s  A c t  is r e t r o a c t i v e  to J a n u a r y  1, 1981, and a p p l i e s  to 

t a x  y e a r s  b e g i n n i n g  a f t e r  D e c e m b e r  31, 1980.

* Sec. 29. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.- 

070( c ) .
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IN T H E  H O U S E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

C S  FOR H O U S E  B I L L  NO. 38 ( R e s o u r c e s )

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

Fo r  a n  A c t  e n t i t l e d :  "A n A c t  r e l a t i n g  to the d e v e l o p m e n t  o f  s mall fa r m s;

and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. D E C L A R A T I O N  O F  POLI C Y.  It is the p o l i c y  o f  t h e  s t a t e  to 

p r o m o t e  the d e v e l o p m e n t  a n d  s t a b i l i t y  of small f a r m s  as a  c o m p o n e n t  of 

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

b y  t h e  d e p a r t m e n t  f o r  c l e a r i n g  a n d  b r e a k i n g  lan d in a m a n n e r  c o n s i s t e n t  w i t h  

soil a n d  w a t e r  c o n s e r v a t i o n  p o l i c i e s .

* Sec. 2. AS 03 is a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  12. A L A S K A  S M A L L  F A R M  D E V E L O P M E N T  ACT.

Sec. 0 3 . 1 2 . 0 1 0 .  E S T A B L I S H M E N T  O F  P R O GR A M .  T h e  d e p a r t m e n t  s h a l l 

e s t a b l i s h  an d  a d m i n i s t e r  a p r o g r a m  of c o s t  s h a r i n g  f or  the d e v e l o p m e n t  

o f  s ma l l  f a r m s  b y  o f f e r i n g  f i n a n c i a l  a s s i s t a n c e  for t h e  c l e a r i n g  and

b r e a k i n g  o f  l and to o w n e r s  or h o l d e r s  o f  a g r i c u l t u r a l  r i g h t s  to e l i g i b l e

land.

Sec. 0 3 . 1 2 . 0 2 0 .  E L I G I B L E  LAND. (a) O n l y  l a n d  w h i c h  the d e p a r t­

m e n t  d e t e r m i n e s  h a s  a g r i c u l t u r a l  c a p a b i l i t y  is e l i g i b l e  for th e c os t -  

s h a r i n g  p r o g r a m  u n d e r  this c h a p t e r .

(b) L a n d  w h i c h  c o n t a i n s  m a r k e t a b l e  c o m m e r c i a l  t i m b e r  is not 

e l i g i b l e  for c o s t - s h a r i n g  m o n e y  u n t i l  the t i m b e r  o n  t h a t  l a n d  h a s  b e e n  

u s e d .

(c) L a n d  w h i c h  is t h e  s u b j e c t  o f  a l o n g - t e r m  a g r i c u l t u r a l  loan 

f or c l e a r i n g  u n d e r  A S  0 3 . 1 0  is n o t  e l i g i b l e  for c o s t - s h a r i n g  m o n e y .

(d) In o r d e r  fo r  a n y  l a n d  to be e l i g i b l e  f o r  c o s t  s h a r i n g  u n d e r

- 1 -  C S H B  3 8 ( R e s )

O r ig in a l  Sponso rs : Moss and B e irn e  O f fe r e d :  4 / 1 0 / 8 1
R e fe r r e d :  F inance
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this s e c t i o n  all the l a n d  c o n t r o l l e d  b y  t h e  p e r s o n  a p p l y i n g  fo r  c o s t -  

s h a r i n g  m u s t  be m a n a g e d  in a m a n n e r  c o n s i s t e n t  w i t h  t h e  p r i n c i p l e s  of 

soil a n d  w a t e r  c o n s e r v a t i o n  as d e t e r m i n e d  b y  t h e  d e p a r t m e n t  or t h e  

A g r i c u l t u r a l  S t a b i l i z a t i o n  and C o n s e r v a t i o n  S e r v i c e  of  t h e  U n i t e d  

S t a t e s  D e p a r t m e n t  of A g r i c u l t u r e .

Sec . 0 3 . 1 2 . 0 2 5 .  E L I G I B L E  P E R S O N S .  If the a g r i c u l t u r a l  r i g h t s  to 

e l i g i b l e  l a n d  a r e  h e l d  b y  a p e r s o n  o t h e r  t h a n  t h e  o w n e r  of the  land, 

t h e  h o l d e r  o f  t h o s e  a g r i c u l t u r a l  r i g h t s  is the p e r s o n  e l i g i b l e  to 

s u b m i t  the d e v e l o p m e n t  p l a n  a n d  to r e c e i v e  the m o n e y  u n d e r  t h e  c o s t -  

s h a r i n g  p r o g r a m .

Sec. 0 3 . 1 2 , 0 3 0 .  D E V E L O P M E N T  PLAN. (a) I n  o r d e r  to r e c e i v e  

c o s t - s h a r i n g  m o n e y  f r o m  t h e  d e p a r t m e n t  fo r  the p u r p o s e  o f  c l e a r i n g  an d  

b r e a k i n g  e l i g i b l e  l and t h e  o w n e r  o f  l a n d  or, if t h e  a g r i c u l t u r a l  r i g h t s  

a r e  h e l d  b y  a p e r s o n  o t h e r  t h a n  th e  own e r,  the h o l d e r  of a g r i c u l t u r a l  

r i g h t s  to t h e  l a n d  m u s t  s u b m i t  a d e v e l o p m e n t  p l a n  for a p p r o v a l  b y  the 

d e p a r t m e n t .

(b) In p r e p a r i n g  a d e v e l o p m e n t  p l a n  the o w n e r  o f  th e  e l i g i b l e  

lan d or th e  h o l d e r  of a g r i c u l t u r a l  r i g h t s  to th e  l a n d  m u s t  o b t a i n  

t e c h n i c a l  s e r v i c e s  a n d  c o n s u l t a t i o n  f r o m  th e  A g r i c u l t u r a l  S t a b i l i z a t i o n  

a n d  C o n s e r v a t i o n  S e r v i c e  of th e  U n i t e d  S t a t e s  D e p a r t m e n t  o f  A g r i c u l t u r e  

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

m e n t  .

Sec. 0 3 . 1 2 . 0 4 0 .  L I M I T A T I O N  O N  C O S T - S H A R I N G  M O N E Y .  T h e  d e p a r t m e n t  

m a y  p a y  a p e r s o n  w i t h  a n  a p p r o v e d  d e v e l o p m e n t  p l a n  c o s t - s h a r i n g  m o n e y  

s u b j e c t  to t h e  f o l l o w i n g  l i m i t a t i o n s :

(1) 75 p e r c e n t  o f  the c o s t  o f  c l e a r i n g  l a n d  up to a m a x i m u m

o f  $2 0 0  per ac r e  o r  75 p e r c e n t  o f  the c o s t  of b r e a k i n g  u p  l a n d  to a 

m a x i m u m  of $ 1 0 0  p e r  acre;

(2) $ 7 , 5 0 0  p e r  f a r m  i n  o n e c a l e n d a r  y ear; an d
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(3) $ 3 0 , 0 0 0  p e r  farm.

S ec. 0 3 . 1 2 . 0 5 0 .  R E P A Y M E N T  O F  C O S T - S H A R I N G  M O N E Y .  (a) If e l i g i b l e  

l a n d  is not p u t  i n t o  p r o d u c t i o n  as c r o p  or p a s t u r e  land  w i t h i n  t h r e e  

y e a r s  a f t e r  c o s t - s h a r i n g  m o n e y  is p a i d  to t h e  o w n e r  of t h e  l a n d  or to 

t h e  h o l d e r  o f  the a g r i c u l t u r a l  r i g h t s  to the  land, the c o s t - s h a r i n g  

m o n e y  p l u s  i n t e r e s t  s h a l l  be r e p a i d  to t he  d e p a r t m e n t  b y  the r e c i p i e n t  

o f  the m o n e y  as r e q u i r e d  b y  t h e  d e p a r t m e n t  b y  r e g u l a t i o n .

(b) If e l i g i b l e  l a n d  d o e s  n o t  r e m a i n  i n  p r o d u c t i o n  as c r o p  or 

p a s t u r e  land for at l e a s t f i v e  of th^ s e v e n  c o n s e c u t i v e  y e a r s  a f t e r  the 

o w n e r  o f  the l a n d  o r  t h e h o l d e r  o f  the a g r i c u l t u r a l  r i g h t s  to the l a n d  

r e c e i v e s  c o s t - s h a r i n g  m o n e y  f r o m  t h e  d e p a r t m e n t ,  the c o s t - s h a r i n g  m o n e y  

p l u s  i n t e r e s t  s h a l l  be r e p a i d  to t h e  d e p a r t m e n t  b y  th e r e c i p i e n t  of  the 

m o n e y  as r e q u i r e d  b y  t h e  d e p a r t m e n t  b y  r e g u l a t i o n .

(c) I n  o r d e r  to r e c e i v e  c o s t - s h a r i n g  m o n e y  t h e  r e c i p i e n t  shall 

s i g n  an a g r e e m e n t  p r e p a r e d  b y  the d e p a r t m e n t  w h i c h  c l e a r l y  d e s c r i b e s

h i s  o b l i g a t i o n  to r e p a y  t h e  c o s t - s h a r i n g  m o n e y  u n d e r  the c o n d i t i o n s  set

ou t  in this s e c t i o n .

Sec. 0 3 . 1 2 . 0 6 0 .  D E F I N I T I O N .  I n  t his c h a p t e r ,  " d e p a r t m e n t "  m e a n s  

t h e  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s .

* Sec. 2. AS 0 3 . 1 2  is r e p e a l e d  o n  J u n e  30, 1986.

* Sec. 3. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1981.

- 3 - CSHB 38 (R e s )
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R e f e r r e d :  R e s o u r c e s  an d
F i n a n c e

In t ro d u ced : 2 / 4 / 8 1

BY MOSS AND BEIRNRI N  T H E  H O U S E

H O U S E  B I L L  NO. 38 

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

For a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the d e v e l o p m e n t  of s m a l l  farms;

a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

BE I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. D E C L A R A T I O N  OF  P O L I C Y .  It is th e  p o l i c y  o f  t h e  s t a t e  to 

p r o m o t e  th e  d e v e l o p m e n t  a n d  s t a b i l i t y  o f  s m a l l  f a r m s  as a c o m p o n e n t  of 

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

b y  t h e  d e p a r t m e n t  fo r  c l e a r i n g  a n d  b r e a k i n g  lan d  in a m a n n e r  c o n s i s t e n t  w i t h  

s oil a n d  w a t e r  c o n s e r v a t i o n  p o l i c i e s .

* Sec. 2. AS 03 is a m e n d e d  b y  a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  12. A L A S K A  S M A L L  F A R M  D E V E L O P M E N T  ACT.

Sec. 0 3 . 1 2 . 0 1 0 .  E S T A B L I S H M E N T  O F  P R O G R A M .  T h e  d e p a r t m e n t  shall 

e s t a b l i s h  a n d  a d m i n i s t e r  a p r o g r a m  o f  c o s t - s h a r i n g  f o r  the d e v e l o p m e n t  

o f  s m a l l  f a r m s  b y  o f f e r i n g  f i n a n c i a l  a s s i s t a n c e  fo r  t h e  c l e a r i n g  a n d

b r e a k i n g  o f  l a n d  to o w n e r s  o r  h o l d e r s  o f  a g r i c u l t u r a l  r i g h t s  to e l i g i b l e

land.

Sec. 0 3 . 1 2 . 0 2 0 .  E L I G I B L E  LAND. (a) O n l y  l a n d  w h i c h  t h e  d e p a r t­

me n t  d e t e r m i n e s  h a s  a soil c a p a b i l i t y  c l a s s i f i c a t i o n  o f  II o r  III is 

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

(b) L a n d  w h i c h  c o n t a i n s  t i m b e r  w i t h  c o m m e r c i a l  v a l u e  is no t 

e l i g i b l e  f o r  c o s t - s h a r i n g  m o n e y  u n t i l  the t i m b e r  o n  t h a t  l a n d  ha s  b e e n  

u sed.

(c) L a n d  w h i c h  is th e  s u b j e c t  o f  a l o n g - t e r m  a g r i c u l t u r a l  loa n  

fo r  c l e a r i n g  u n d e r  AS 0 3 . 1 0  is n o t  e l i g i b l e  fo r  c o s t - s h a r i n g  m o n e y .

(d) I n  o r d e r  f o r a n y  l a n d  to b e  e l i g i b l e  fo r  c o s t - s h a r i n g  u n d e r

-1- H B  38
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t h i s  s e c t i o n  all t h e  l a n d  c o n t r o l l e d  b y  the p e r s o n  a p p l y i n g  f o r  c o s t -  

s h a r i n g  m u s t  be m a n a g e d  in  a m a n n e r  c o n s i s t e n t  w i t h  t h e  p r i n c i p l e s  of 

soi l a n d  w a t e r  c o n s e r v a t i o n  as d e t e r m i n e d  b y  t h e  d e p a r t m e n t  or th e  

A g r i c u l t u r a l  S t a b i l i z a t i o n  a n d  C o n s e r v a t i o n  S e r v i c e  o f  the U n i t e d  

S t a t e s  D e p a r t m e n t  o f  A g r i c u l t u r e .

Sec . 0 3 . 1 2 . 0 2 5 .  E L I G I B L E  P E R S O N S .  If th e a g r i c u l t u r a l  r i g h t s  to 

e l i g i b l e  la n d  ar e  h e l d  b y  a p e r s o n  o t h e r  t h a n  t h e  o w n e r  o f  th e  land, 

t h e  h o l d e r  o f  t h o s e  a g r i c u l t u r a l  r i g h t s  is the p e r s o n  e l i g i b l e  to 

s u b m i t  t h e  d e v e l o p m e n t  p l a n  a n d  to r e c e i v e  t h e  m o n e y  u n d e r  the c o s t -  

s h a r i n g  p r o g r a m .

S e c .  0 3 . 1 2 . 0 3 0 .  D E V E L O P M E N T  PLAN. (a) I n  o r d e r  to r e c e i v e  

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

b r e a k i n g  e l i g i b l e  lan d  t h e  o w n e r  o f  lar.d or, if t h e  a g r i c u l t u r a l  r i g h t s  

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

r i g h t s  to t h e  lan d  m u s t  s u b m i t  a d e v e l o p m e n t  p l a n  for a p p r o v a l  b y  the 

d e p a r t m e n t .

(b) In p r e p a r i n g  a d e v e l o p m e n t  p l a n  t h e  o w n e r  o f  the e l i g i b l e  

l a n d  or the h o l d e r  of a g r i c u l t u r a l  r i g h t s  to t h e  land m u s t  o b t a i n  

t e c h n i c a l  s e r v i c e s  and  c o n s u l t a t i o n  f r o m  the A g r i c u l t u r a l  S t a b i l i z a t i o n  

a n d  C o n s e r v a t i o n  S e r v i c e  of t h e  U n i t e d  S t a t e s  D e p a r t m e n t  of A g r i c u l t u r e .

Sec. 0 3 . 1 2 . 0 4 0 .  L I M I T A T I O N  O N  C O S T - S H A R I N G  M O N E Y .  T h e  d e p a r t m e n t  

m a y  p a y  a p e r s o n  w i t h  a n  a p p r o v e d  d e v e l o p m e n t  p l a n  c o s t - s h a r i n g  m o n e y  

s u b j e c t  to th e  f o l l o w i n g  l i m i t a t i o n s :

(1) 75 p e r c e n t  of the c o s t  o f  c l e a r i n g  lan d  u p  to a m a x i m u m

o f  $ 2 0 0  pe r  a c r e  o r  75 p e r c e n t  of  the c o s t  o f  b r e a k i n g  up lan d  to a 

m a x i m u m  o f  $ 1 0 0  p e r  acrej

(2) $ 7 , 5 0 0  p e r  f a r m  in o n e  c a l e n d a r  y e a r j an d

(3) $ 3 0 , 0 0 0  p e r  farm.

Sec . 0 3 . 1 2 . 0 5 0 .  R E P A Y M E N T  O F  C O S T - S H A R I N G  M O N E Y .  (a) If e l i g i b l e

-2- HB 38
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l a n d  is n o t  p u t  i n t o  p r o d u c t i o n  as cro p  o r  p a s t u r e  land w i t h i n  t h r e e  

y e a r s  a f t e r  c o s t - s h a r i n g  m o n e y  is p a i d  to the o w n e r  of t h e  l a n d  or to 

t h e  h o l d e r  of the a g r i c u l t u r a l  r i g h t s  to the land, the c o s t - s h a r i n g  

m o n e y  shall be r e p a i d  to the d e p a r t m e n t  b y  the r e c i p i e n t  o f  the m o n e y .

(b) If e l i g i b l e  l and doe s  n o t  r e m a i n  in p r o d u c t i o n  as c r o p  or 

p a s t u r e  l and for at l east s e v e n  c o n s e c u t i v e  y e a r s  a f t e r  th e o w n e r  o f  

th e  l a n d  or th e  h o l d e r  o f  the a g r i c u l t u r a l  r i g h t s  to the l a n d  r e c e i v e s  

c o s t - s h a r i n g  m o n e y  f r o m  the d e p a r t m e n t ,  th e c o s t - s h a r i n g  m o n e y  shall be 

r e p a i d  to the d e p a r t m e n t  b y  the recipient, o f  the m o n e y .

Sec. 0 3 . 1 2 . 0 6 0 .  D E F I N I T I O N .  In this c ha p t e r ,  " d e p a r t m e n t "  m e a n s  

t h e  D e p a r t m e n t  of N a t u r al  R e s o u r c e s .

* Sec. 2. AS 0 3 . 1 2  is r e p e a l e d  o n  J u n e  30, 1986.

* Sec. 3. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1981.
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IN THE L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E L F T H  L E G I S L A T U R E  - F I R S T  S E SSION

A  BI LL

For an Act entitled: “An Act r e l a t i n g  to the d e v e l o p m e n t  of small farms;

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  THE STATE O F  ALASKA:

* S e c t i o n  1. D E C L A R A T I O N  O F  POLICY. It is the p o l i c y  of the state to 

pr o m o t e  the d e v e l o p m e n t  and s t a b i l i t y  of small farms as a c o m p o n e n t  of 

A l a s k a n  a g r i c u l t u r e  through the u s e  of a c o s t - s h a r i n g  p r o g r a m  a d m i n i s t e r e d  

b y  the d e p a r t m e n t  for clear ing and b r e a k i n g  land in a m a n n e r  c o n s i s t e n t  with  

soil and w a t e r  c o n s e r v a t i o n  policies.

* Sec. 2. AS 03 is a m ende d b y  a d d i n g  a n e w  chapter to read:

Sec. 03.12.010. E S T A B L I S H M E N T  OF PROGRAM. The d e p a r t m e n t  shall 

e s t a b l i s h  and admini ster a p r o g r a m  of cost sharing for the d e v e l o p m e n t  

of small farms by o f f e r i n g  financial a s s i s t a n c e  for the c l e a r i n g  and 

b r e a k i n g  of land to owners or h o l d e r s  of agricultural rights to eligi b l e  

land.

Sec. 03.12.020. E L I G I B L E  LAND. (a) Only land w h i c h  the d e p a r t­

ment d e t e r m i n e s  has a gricultural c a p a b i l i t y  is eligib le for the cost- 

sh aring p r o g r a m  under this chapter.

(b) L a n d  w h i c h  contains m a r k e t a b l e  commercial timber is not 

e l i g i b l e  for c o s t - s h a r i n g  m o n e y  until the timber on that land has been  

used.

(c) L a n d  w h i c h  is the s u b j e c t  of a lo ng-term agricultural loan 

for c l e a r i n g  u n d e r  AS 03.10 is not e l i g i b l e  for c o s t - s h a r i n g  money.

(d) In o rder for a n y  land to be e l i g i b l e  for cost s h a r i n g  u n d e r

and p r o v i d i n g  for an e f f e c t i v e  date."

C H APT ER 12. A L A S K A  SMAL L FARM D E V E L O P M E N T  A C T

C O M M IT T E E  C O P Y CSHB 3 0 ( R e s )
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this s e c t i o n  v.ll the land c o n t r o l l e d  b y  the p e r s o n  a p p l y i n g  for cost- 

s h a r i n g  m u s t  be m a n a g e d  in a m a n n e r  c o n s i s t e n t  w i t h  the pri nci p l e s  of 

soil and w a t e r  c o n s e r v a t i o n  as d e t e r m i n e d  b y  the departsient or the 

A gricu l t u r a l  S t a b i l i z a t i o n  and C o n s e r v a t i o n  S e r v i c e  of the U nited  

States D e p a r t m e n t  of Agriculture.

Sec. 03.12.025. E L I G I B L E  PERSONS. If the agricultural rights to 

e l i gible land are h e l d  b y  a p e r s o n  other than the ovmer of the land, 

the h o l d e r  of those agricultural rights is the p e r s o n  eligible to 

submit the d e v e l o p m e n t  p l a n  and to r e c e i v e  the m o n e y  under the cost- 

s h a r i n g  program.

Sec. 03.12.030. D E V E L O P M E N T  PLAN. (a) In order to receive  

c o s t - s h a r i n g  m o n e y  fr om the d e p a r t m e n t  for the p u rpo se of clearin g and  

b r e a k i n g  e l i g i b l e  land the owner of land or, if the agricultural rights 

are h e l d  b y  a p e r s o n  other than the ovmer, the h older of agricultural 

r i ght s to the land m u s t  submit a d e v e l o p m e n t  p l a n  for approval by the 

departm ent.

(b) In p r e p a r i n g  a devel o p m e n t  plan the ovmer of the eligible  

land or the h o l d e r  of agricultur al rights to the land m u s t  o bt ain 

technical s e r vices and c o n s u l t a t i o n  f r o m  the Agricultu ral S t a b i l i z a t i o n  

a nd C o n s e r v a t i o n  Service of the U n i t e d  States Depar t m e n t  of A g r i c u l t u r e  

or from  other p u b l i c  agen cies or p r i v a t e  firms approved by the d e p a r t­

ment.

Sec. 03.12.040. L I M I T A T I O N  OH C O S T - S H A R I N G  MONEY. The d e p a r t m e n t  

may pay a p e r s o n  with an a p p r o v e d  d e v e l o p m e n t  p l a n  c o s t - s h a r i n g  m o n e y  

s u b j e c t  to the f o l l o w i n g  limitations:

of $200 per acre or 75 perce nt of the c o 3 t of b r e a k i n g  up land to a 

m a x i m u m  of $ 1 0 0  per acre;

(1) 75 p e rcent of the cost o f  c l e a r i n g  land u p  to a m a x i m u m

(2) $7,500 per f a r m  in one c a l e n d a r  year; and

CSHB 3 8 ( R e s )
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(3) $30,000 per farm.

Sec. 0 3.12.050. R E P A Y M E N T  OF C O S T - S H A R I N G  MONEY. (a) If e l i g i b l e  

land is not put into p r o d u c t i o n  as crop or pasture land w i t h i n  three 

years a fter c o s t - s h a r i n g  m o n e y  is paid to the ovmer of the land or to 

the h o l d e r  of the agricultural rights to the land, the c o s t - s h a r i n g  

m o n e y  pl us interest shall be repaid to the de partment b y  the r e c i p i e n t  

of the m o n e y  as r e q u i r e d  b y  the depart m e n t  by r e g u l a t i o n .

(b) If e l i g i b l e  land does not r e m a i n  in p r o d u c t i o n  as crop or 

p a s t u r e  land for at least five of the s e v e n  c o n s e c u t i v e  years after the 

o w n e r  of the land or the holder of the agricultural rights to the land 

recei v e s  c o s t - s h a r i n g  m o n e y  from  the department, the c o s t - s h a r i n g  m o n e y  

plus i n t ere st shall be repaid to the d epart m e n t  by the r e c i p i e n t  of the 

m o n e y  as r e q u i r e d  b y  the depa rtment b y  regulation.

(c) In o r d e r  to receive c o s t - s h a r i n g  m o n e y  the rec ip i e n t  shall 

sign an a g r e e m e n t  prepar ed by the dep art m e n t  w h i c h  c l e a r l y  des cribes  

h i s  o b l i g a t i o n  to r e p a y  the c o s t - s h a r i n g  m o n e y  u n d e r  the conditions set 

out in this section.

Sec. 03.12.060. D IFINITION. In this chapter, " d e p a r t m e n t "  means 

the D e p a r t m e n t  of Natural Resources.

* Sec. 2. AS 03.12 is r e p e a l e d  o n  June 30, 1986.

* Sec. 3. This Act takes effect: J u l y  1, 1981.

. . . »  ̂4 * fx-j-s-'r" -3- CSHB 3 8 (Res)
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IN T H E  H O U S E  B Y  M O S S  A N D  B E I R N E  '

R O U S E  BILL NO. 33

IN T H E  L E G I S L A T U R E  O F  T H E  STATE OF A L A S K A  

T W E L F T H  L E G I S L A T U R E  - FIR ST S E S S I O N  

A BILL

For an Act entitled: "An Act r e l a t i n g  to the d e v e l o p m e n t  of small farms;

and p r o v i d i n g  for a n  e f f e c t i v e  date."

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. D E C L A R A T I O N  OF POLICY. It is the p o l i c y  of the s t a t e  to 

promote the d e v e l o p m e n t  and s t a b ility of small farms as a c o m p one nt of 

A l a s k a n  a g r i c u l t u r e  through the use of a c o s t - s h a r i n g  p r o g r a m  a d m i n i s t e r e d  

b y  the d e p a r t m e n t  for c l e a r i n g  and break i n g  land in a m a n n e r  c o n s i s t e n t  w i t h  

soil and w a t e r  c o n s e r v a t i o n  policies.

* Sec. 2. AS 03 is a m e n d e d  b y  adding a n e w  c h a pter  to read:

C H A P T E R  12. A L A S K A  SMALL F A R M  D E V E L O P M E N T  ACT.

Sec. 03.12.010. E S T A B L I S H M E N T  OF PROGRAM. The d e p a r t m e n t  shall 

e s t a b l i s h  and a d m i n i s t e r  a p r o g r a m  of c o s t - s h a r i n g  for the d e v e l o p m e n t  

of small farms b y  o f f e r i n g  financial a s s i s t a n c e  for the clearing aud 

br e a k i n g  of land to owners or h o lders  of agri cultural rights to e l i g i b l e  

land.

Sec. 03.12.020. E L I G I B L E  LAND. (a) O n l y  land w h i c h  the d e p a r t­

ment d etermines  has a soil c a p a b i l i t y  c l a s s i f i c a t i o n  of II or III is 

el i g i b l e  for the c o s t - s h a r i n g  p r o g r a m  under this chapter.

(b) Land w h i c h  con tains timber with commerc ial v a l u e  is not 

e l i g i b l e  for c o s t - s h a r i n g  m o n e y  until the timber o n  that land has b e e n  

used.

(c) L a n d  w h i c h  is the subject of a l o n g - t e r m  agricultural loan 

for c l e ar ing u n d e r  AS 03.10 is not e l i g i b l e  for c o s t - s h a r i n g  money.

(d) In order for any land to be e l i g i b l e  for c o s t - s h a r i n g  under

C> I n t r o d u c e d :  2 / 4 / 8 1
R e f e r r e d :  R e s o u r c e s  and
F f i a n c e
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this s e c t i o n  all the land cont ro l l e d  b y  the p e r s o n  a p p l y i n g  for cost- 

s h ari ng roust be m a n a g e d  in a m anner c o n s i s t e n t  w i t h  the p r i n c i p l e s  of 

soil and w a t e r  c o n s e r v a t i o n  as determ i n e d  b y  the d e p a r t m e n t  or the 

A g r i c u l t u r a l  S t a b i l i z a t i o n  and C o n s e r v a t i o n  S e r v i c e  of the U nite d 

S t a t e s  D e p a r t m e n t  of Agriculture.

Sec. 0 3.1 2.025. E L I G I B L E  PERSONS. If the agricultural rights to 

e l i g i b l e  land are h e l d  b y  a p e r s o n  other tha n the owner of the land, 

the h o l d e r  of those agricultural rights is the p e r s o n  e l i gible  to 

submit the d e v e l o p m e n t  plan and to receive the m o n e y  u n d e r  the cost- 

s h ari ng program.

Sec. 03.12.030. D E V E L O P M E N T  PLAN. (a) In. order to receive 

c o s t - s h a r i n g  m o n e y  from the department for the pur pose of c l e aring and 

b r e a k i n g  e l i g i b l e  land the owner of land or, if the agricultu ral rights 

are held b y  a p e r s o n  ot her than the ovmer, the h o ld er of agricultural 

r ight s to the land must submit a de vel o p m e n t  p l a n  for approval b y  the 

d e p a r t m e n t .

(b) In p r e p a r i n g  a d eve lopment plan the owner of the e l i gible  

land or the h o l d e r  of agricultural rights to the land m u s t  obtain 

technical s e r v i c e s  and c o n s u l t a t i o n  from the Agricultura l S t a b i l i z a t i o n  

and C o n s e r v a t i o n  Servic e of the United States D e p a r t m e n t  of Agr iculture.

Sec. 03.12.040. L I M I T A T I O N  ON C O S T - S H A R I N G  MONEY. The d e p a r t m e n t  

m a y  pay a p e r s o n  with an approved  dev elo p m e n t  p l a n  c o s t - s h a r i n g  m o n e y  

subject to the f o l l o w i n g  limitations:

(1) 75 p e r c e n t  of the cost of c l e a r i n g  land up to a m a x i m u m

of $200 per acre or 75 percent of the cost of b r e a k i n g  up land to a 

m a x i m u m  of $ 10 0 p e r  acre;

(2) $7,500 p e r  farm in one calendar year; and

(3) $ 3 0 , 0 0 0  per farm.

Sec. 03.12.050. R E P A Y M E N T  OF C O S T - S H A R I N G  MONEY. (a) If e l i g i b l e
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land is not put into p r o d u c t i o n  as crop or p a s t u r e  land w i t h i n  three 

years after c o s t - s h a r i n g  c o n e y  is paid to the otmer of the land or to 

the h olde r of the agricultural  rights to the land, the c o s t - s h a r i n g  

m o n e y  shall be r e p a i d  to the departm ent b y  the r e c i p i e n t  of the coney.

(b) If e l i g i b l e  land does not r e m a i n  in p r o d u c t i o n  as crop or 

p a stu re land for at least seven c o n s e c u t i v e  years after the ovmer of 

the land or the h o l d e r  of the agricultural right s to the land r e c eives 

c o s t - s h a r i n g  c o n e y  from the department, the c o s t - s h a r i n g  m o n e y  shall be 

repaid to the depart m e n t  b y  the r e c i pient of the money.

Sec. 03.12.060. DEFINITION. In this chapter, " d e p a r t m e n t n means 

the Depar t m e n t  of Natural Resources.

* Sec. 2. AS 03.12 is r e p e a l e d  on June 30, 1986.

* Sec. 3. This Act takes e f f e c t  J u l y  1, 1981.

■ v .  s. v  s t t e p  C O P Y -3- HB 38
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O r i g i n a l  s p o n s o r s :  B u c h h o l d t ,  C a t o ,
G a r d i n e r ,  e t  a l

O f f e r e d :  4 / 1 9 / 8 2
R e f e r r e d :  F i n a n c e

IN THE H O U S E
B Y  T H E  H E A L T H , E D U C A T I O N  AND 
S O C I A L  S E R V I C E S  C O M M I T T E E

SENATE CS FOR CS FOR SPONSOR S U B S T I T U T E  FOR H O U S E  B I L L  NO. 41 (HESS)

IN T H E  L E G I S L A T U R E  O F  T H E  STATE  OF A L A S E A

T W E L F T H  L E G I S L A T U R E ^ -  S E C O N D  S E S S I O N

A BILL

For an Act entitled: "An Act e s t a b l i s h i n g  a state h e a l t h  i n s u r a n c e  p r o g r a m . "

* Secti on 1. AS 18 is amended  by a d d i n g  a n e w  c h apter to read: 

C H A P T E R  27. STATE H E A L T H  I N S U R A N C E  PROGRAM.

tnissioner shall e s t a b l i s h  a state h e a l t h  i n s u r a n c e  p r o g r a m  for r e s i­

dents .

(b) The c o m m i s s i o n e r  shall b y  r e g u l a t i o n  s p e c i f y  the p r o f e s s i o n a l  

and i n s t i t u t i o n a l  bene f i t s  to be p r o v i d e d  b y  the program.

(c) T h e  c o m m i s s i o n e r  shall c o n t r a c t  for the undervzriting of the 

p r o g r a m  and nay c o n tract for the a d m i n i s t r a t i o n  of the program. A

c ontract entered into under this s u b s e c t i o n  shall be b a s e d  on c o m p e t i­

tive proposals.

(d) The p r o g r a m  shall provide for c o p a y m e n t s  and de ductibles, and 

shall provid e for an annual d e d u c t i b l e  for each e n r o l l e d  r e s i d e n t  and 

for each enroll ed family.

(e) The p r o g r a m  shall p r ov ide a limit on the a m o u n t  of r e i m­

bu r s a b l e  charges to be p a i d  by an e n r o l l e d  r e s i d e n t  for i n s t i t u t i o n a l

and p r o f e s s i o n a l  services received b y  the e n r o l l e d  r e s i d e n t  or d e p e n­

dents of the resid e n t  who are e n r olle d in the pr ogram.

(f) The p r o g r a m  m a y  provide, to e n r o l l e d  r e s i d e n t s  a choice of 

b e nefit options.

c o m m i s s i o n e r  shall pay the in sur a n c e  p r e m i u m  for a r e s i d e n t  w ho is

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A LASKA

Sec. 18.27.010. STATU  H E A L T H  I N S U R A N C E  PROGRAM. (a) The com-
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en r ol led in the p r o g r a m  and w h o  q u a l ifie s u nder the f o l l o w i n g  formula:

(1 ) if the total a d j u s t e d  gross income of the r e s i d e n t  and 

depend ents of the r e s i d e n t  who are e n r o l l e d  in the p r o g r a m  Is at or 

b e l o w  75 p e r c e n t  of the base income, 100 p e r c e n t  of the p r e m i u m  cost of 

the program;

(2 ) if the total adjus t e d  gross income of the resident and 

depend ents of the r e s i d e n t  w h o  are e n r o l l e d  in the p r o g r a m  is b e t w e e n  

75 p e r c e n t  and 125 p e r c e n t  of the b a s e  income, a graduated p e r c e n t a g e  

of the p r e m i u m  cost of the p r o g r a m  b e t w e e n  100 percent  and zero percent.

(b) T h e  c o m m i s s i o n e r  m a y  not p a y  the ins urance p r e m i u m  for a 

r e s i d e n t  and t he depen d e n t s  of the r e s i d e n t  if, and to the extent that, 

subsid ized m e d i c a l  care or s u b s i d i z e d  h e a l t h  in surance (other than 

i n s u rance u n d e r  the program) is, or w o u l d  be, a v a i lable to the r e s i dent 

u p o n  a p plication.

Sec. 13.27.030. D E FINITIONS.  In this chapter

(1 ) ’’adj u s t e d  gross i n c o m e” means the adjus t e d  gross income 

o f  the r e s ident d e t e r m i n e d  u n d e r  the r e g u l a t i o n s  of the commissione r;

(2 ) "base i n c o m e "  means

(A) f a m i l y  m e d i a n  i ncome for A l a s k a  d e t e r m i n e d  by the 

U n i t e d  States B u r e a u  of the C e n s u s ; and

(B) r e g i o n a l  a d j u s t m e n t s  e s t a b l i s h e d  b y  the c o m m i s­

sioner to the f a m i l y  m e d i a n  i n come for Alaska d e t e r m i n e d  by the 

United  S tates B u r e a u  of the Census, that are based on re lative  

costs of l i v i n g  in the state;

(3) " c o m m i s s i o n e r "  m e a n s  the c o m m i s s i o n e r  of ad ministrati on;

(4) " c o p a y m e n t "  means the p o r t i o n  of covered expenses p a y­

able b y  the r e s i d e n t  a f t e r  the d e d u c t i b l e  has b e e n  met;

(5) " d e d u c t i b l e "  m eans a c l ause in a h e a l t h  i n s u rance p o l i c y  

s t a t i n g  that the insurer shall p a y  the p o r t i o n  of a c l a i m  r e m a i n i n g
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after a s t i p u l a t e d  amount, to be paid b y  the i n s u red party, is deducted}

(o) " d e p e n d e n t” means a d e p e nde nt u n d e r  26 U.S.C. sec. 152;

(7 ) " i n s u r a n c e "  means p r e p a i d  h e a l t h  plans or h e a l t h  i n d e m­

nit y  p l a n s }

(8 ) " p r o g r a m "  means the state h e a l t h  insur ance p r o g r a m  

e s t a b l i s h e d  u n d e r  this chapter;

(9 ) " r e s i d e n t "  means a p e r s o n  who m a i n t a i n s  a p e r m a n e n t  

p l a c e  of a bode in the s t a t e  and a v o t i n g  r e s i dence in the state and w h o  

has m a i n t a i n e d  both for 12 c o n s e c u t i v e  m o n t h s  i m m e d i a t e l y  p r e c e d i n g  

e n r o l l m e n t  in the state h e a l t h  i n s u rance p r o g r a m  u n d e r  this chapter;

all or part of the premium s of w h i c h  are paid by an e m p loyer or trade 

u n i o n  of the insured;

at r e d u c e d  c h a r g e  or no charge to a r e s i d e n t  or a depen dent of the 

r e s i d e n t .

* Sec. 2. AS 2 1 . 5 4.060 is amended b y  a dding a n e w  p a r a g r a p h  to read:

(7) u n d e r  a p o l i c y  issued to the state to insure re sidents

of the s t a t e  u n d e r  AS 18.27.

* Sec. 3. T h e  c o m m i s s i o n e r  of a d m i n i s t r a t i o n  shall e s t a b l i s h  the state

h ealth i n s u r a n c e  p r o g r a m  and p r o v i d e  for state h e a l t h  insurance cost s h a r i n g  

by J u l y  1, 1983.

(1 0 ) "subsidized  h ealth i n s u r a n c e "  m e a n s  h e a l t h  i n s u ran ce

(1 1 ) " subsidized  medical c a r e "  means m e d i c a l  care p r o v i d e d

- 3 - SCS CSSSH8 4 1 (H E SS )
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O r i g i n a l  s p o n s o r B u c h h o l d t ,  G a r d i n e r
C l o c k s i n ,  e t  a l

O f f e r e d :  4 / 1 6 / 8 1
R e f e r r e d :  R u l e s

IN T H E  H O U S E BY THE F I N A N C E  C O M M I T T E E

CS FOR S P O N S O R  S U B S T I T U T E  FOR H O U S E  BILL NO. 41 (Finance) (efd failed)

IN T HE L E G I S L A T U R E  OF THE S T A T E  OF A L A S K A

T W E L F T H  L E G I S L A T U R E  - FIRS T SESSION  

A BILL

For an Act entitled: "An Act r e l a t i n g  to the h e a l t h  of resid e n t s  of the

s t a t e . 11

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 18 is a m e n d e d  by a d d i n g  a n e w  c h apter to read:

C H A P T E R  27. STATE H E A L T H  INSURANCE.

Sec. 18.27.010. S TA TE C O M P R E H E N S I V E  H E A L T H  PLAN. (a) The c o m­

m i s s i o n e r  shall e s t a b l i s h  m i n i m u m  b e n e f i t  standards for the state 

c o m p r e h e n s i v e  h e a l t h  plan and shall p r o v i d e  for the u n d e r w r i t i n g  and 

a d m i n i s t r a t i o n  of the state comp* e h e n sive h e a l t h  plan.

(b) A r e s ident of the state is e n t i t l e d  to enroll in the state 

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

(c) The state c o m p r e h e n s i v e  h e a l t h  p l a n  shall p r ovi de for c o p a y­

men t s  and d eductibles, and shall p r o v i d e  an annual limit on the total 

a m o u n t  of c opaym ents and d e d u c t i b l e s  for each e n r o l l e d  r e s i d e n t  and the 

covered  d e p e n d e n t s  of the r e s i d e n t  for ea ch year. The annual limit 

shall be the same regard l e s s  of f ami ly size.

(d) The c o m m i s s i o n e r  shall c o n tract for the a d m i n i s t r a t i o n  and 

m a y  c o n t r a c t  for the u n d e r w r i t i n g  of the state c o m p r e h e n s i v e  h e a l t h  

plan. A c o n tract enter ed into under this s u b s e c t i o n  shall be b a s e d  on 

c o m p e t i t i v e  bids and shall be for a t h r e e - y e a r  period.

(e) N o t w i t h s t a n d i n g  the p rovision s of (c) of this section and the 

limit a t i o n s  in AS 18.27.020(b), an individu al eli gible for a p e r m a n e n t  

fund d i v i d e n d  u n d e r  AS 4 3 . 2 3 . 0 1 0  may, to the extent of his e l i g i b i l i t y  

u n d e r  AS 43.23.010,
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(1 ) enroll in the state c o m p r e h e n s i v e  h e a l t h  p l a n  or in an 

in d i v i d u a l  h e a l t h  insur a n c e  p l a n  c e r t i f i e d  u n d e r  AS 1 8.27. 020(a)(1);

(2 ) direct the c o m m i s s i o n e r  of r e v e n u e  to use as m u c h  of the 

p e r m a n e n t  fund d i v i d e n d  to w h i c h  the i ndivi d u a l  is e n t i t l e d  u n d e r

A S  A 3 . 2 3 . 0 1 0  as is necessarj' to p a y  a cost of the i n d i v i d u a l  i n c u r r e d  

in p a r t i c i p a t i o n  in the s tate c o m p r e h e n s i v e  h e a l t h  p l a n  or in a n  i n d i v i­

dual h e a l t h  i n s u r a n c e  p l a n  certi f i e d  u n d e r  AS 18.27.0 20(a)(1).

Sec. 18.27.020. STATE H E A L T H  I B S U R A K J E  COST S H A R I N G  PROGRAM. (a)

A  r e s i d e n t  of the state is e n t i t l e d  to cost s h a r i n g  u n d e r  the state 

h e a l t h  i n s u r a n c e  cost s h a rin g p r o g r a m  if

(1 ) the resid ent is e n r o l l e d  in the state c o m p r e h e n s i v e  

h e a l t h  p l a n  or an individual h e a l t h  insurance, p l a n  w h i c h  the i n s u rance  

c o m p a n y  has c e r t i f i e d  to the c o m m i s s i o n e r  as e q u i v a l e n t  to or e x c e e d i n g  

the b e nefit standar ds of the state c o m p r e h e n s i v e  h e a l t h  p l a n  e s t a b­

lished b y  the c o m m i s s i o n e r  u n d e r  AS 18.27.010(a);

(2 ) the r e s ident is not e n r o l l e d  in a group h e a l t h  i n s u r a n c e  

p l a n  or in a federal h e a l t h  plan; and

(3 ) the r e s i d e n t  q u a l ifi es for cost s h a r i n g  u n d e r  (b) of 

this section.

(b) The commi s s i o n e r  shall p a y  the s t a t e  share of the costs of 

h e a l t h  i n s u r a n c e  incurred b y  a r e s i d e n t  of the state and hi s c o v e r e d  

d e p e n d e n t s  q u a l i f y i n g  for cost sharing u n d e r  the fo. lowing formula:

(1 ) if the total a d j u s t e d  gross income of the r e s i d e n t  and 

his d e p e n d e n t s  is at or b e l o w  75 p e r c e n t  of the b a s e  income, 100 p e r­

cent of: the p r e m i u m  cost of h e a l t h  insurance;

(2 ) if the total a d j u s t e d  gross income of the r e s i d e n t  and 

his depend e n t s  is b e t w e e n  75 p e r c e n t  of the base income a n d  125 p e r c e n t  

of the b a s e  income, a gr aduated p e r c e n t a g e  of the p r e m i u m  cost of 

h e a l t h  i n s u r a n c e  b e t w e e n  100 p e r c e n t  and zero percent;
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(3) if the total a d j u s t e d  gross i ncome of the r e s i d e n t  and 

his depe nd e n t s  is at or b e l o w  45 p e r c e n t  of the base income, 100 p e r­

cent of copay ments and deductibles?

(4 ) if the total a d j u s t e d  gross income of the r e s i d e n t  and 

his d e p e n d e n t s  is b e t w e e n  45 p e r c e n t  of the bas e i n c o m e  and 95 p e r c e n t 

of the base income, a g r a d u a t e d  p e r c e n t a g e  o f  the copay m e n t s  and d e­

duc t i b l e s  f r o m  100 percen t and zero percent;

(5) if a r e s i d e n t  is e n r o l l e d  in a n  individ ual h e a l t h  i n s u r­

ance p l a n  c e r t i f i e d  to the c o m m i s s i o n e r  u nder (a) of this section, the 

s tate s hare of the cost of h e a l t h  i n s u ran ce f o r  the r e s i d e n t  is limited 

to the a m o u n t  that the s t a t e’s s hare w o u l d  h a v e  b e e n  if the r e s i d e n t  

had b e e n  e n r o l l e d  in the s tate c o m p r e h e n s i v e  h e a l t h  plan.

(c) The c o m missioner shall adopt m i n i m u m  b e n e f i t  standard s and 

g u i d e l i n e s  for d e t e r m i n i n g  b e n e f i t  e q u i v a l e n c e  for the c e r t i f i c a t i o n  of 

plans under (a)( 1 ) of this section.

(d) N o t w i t h s t a n d i n g  the p r o v i s i o n s  of a n  individual h e a l t h  i n s u r­

ance plan, a plan  c e r t i f i e d  by a n  i n s u r a n c e  c o m p a n y  to the c o m m i s s i o n e r  

u n d e r  (a)( 1 ) of this s e c t i o n  p r o v i d e s  the m i n i m u m  b e n e f i t s  and the 

e q u i v a l e n t  b e n e f i t s  r e q u i r e d  for c e r t i f i c a t i o n .

Sec. 18.27.030. DE FINI T I O N S .  In this c h apter

(1 ) "adjusted gross i n c o m e "  m e a n 3 the a d j u s t e d  gross i n c o m e  

of the r e s i d e n t  d e t e r m i n e d  u n d e r  the r e g u l a t i o n s  of the commiss ioner;

(2 ) "base i n c o m e” me a n s

(A) f a m i l y  m e d i a n  income for A l a s k a  d eterm i n e d  b y  the 

federal Office of H u m a n  D e v e l o p m e n t  Service; and

(E) regio n a l  a d j u s t m e n t s  e s t a b l i s h e d  by the c o m m i s­

sioner to the f a m i l y  m e d i a n  income for A l a s k a  d e t e r m i n e d  b y  the 

federal O ffice of H u m a n  D e v e l o p m e n t  Service w h i c h  are b a s e d  on 

r e l a t i v e  costs of living in the state;

COMMITTEE COPY
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(3) "benefit e q u i v a l e n c e "  m e a n s  that the benefits p r o v i d e d  

in an i n d i v i d u a l  h e a l t h  i n s u rance p l a n  and c e r t i f i e d  to the c o m m i s­

sion e r  u n d e r  AS 18.27.020(d) are e q u i v a l e n t  to benefits p r o v i d e d  u n d e r  

the state c o m p r e h e n s i v e  h e a l t h  plan;

(4) "commi s s i o n e r "  means the c o m m i s s i o n e r  of adminis tration;  

(5^ "copayment"  m e a n s  the p o r t i o n  of covered expenses p a y­

abl e  b y  the r e s ident after the d e d u c t i b l e  h a s  b e e n  met;

(6 ) "insurance " mean s p r epaid plans or i n d e mnity plans.

* Sec. 2. T h e  c o m m i s s i o n e r  of a d m i n i s t r a t i o n  shall r eport by the 30th 

d a y  of the S e c o n d  S e s s i o n  of the T w e l f t h  L e g i s l a t u r e  on

(1 ) p r o p o s e d  m i n i m u m  benefit standards and e s t i m a t e d  ac tuarial  

costs of the s t a t e  c o m p r e h e n s i v e  h e a l t h  p l a n  (AS 18.27);

(2 ) the a n t i c i p a t e d  n umbe r and c h a r a c t e r i s t i c s  of p a r t i c i p a n t s  in 

the s t a t e  h e a l t h  insurance cost s h a r i n g  p r o g r a m  (AS 18.27.020) and the 

p r o j e c t e d  cost to the state;

(3) a p r o p o s e d  plan for

(A) i m p l e m e n t a t i o n  of AS 18.27;

(B) e l i g i b i l i t y  dete r m i n a t i o n s  u n d e r  AS 18.27;

(C) p a yment of the state share of p r e m i u m  costs and c o p a y­

men t  and d e d u c t i b l e s  incurre d under AS 18.27; and

(D) in forming the public of b e n efits under AS 18.27;

(4) r e c o m m e n d a t i o n s  for a m e n d m e n t s  to AS 18.27.

* Sec. 3. C o v e r a g e  under the state c o m p r e h e n s i v e  h e a l t h  pl an (AS 18.27.- 

010) a n d  the sta te h e a l t h  i n s u rance cost shar ing p r ogram under AS 1 8 . 2 7.020  

begins o n  J u l y  1, 1982.

*  Sec. 4. A S  2 1 . 5 4.060 is a m ended b}’ adding a n e w  p a r a g r a p h  to read:

(7) u n d e r  a p o l i c y  issued to the state to insure r e s i d e n t s  

o f  the s t a t e  u n d e r  A S  18.27.

* Sec. 5. AS 39.30.090(1) is a m e n d e d  to read:
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(1) A  g r o u p  insura nce p o l i c y  shall p r o v i d e  one or c o r e  of

the f o l l o w i n g  benefits: life insurance, a c c i d e n t a l  d e a t h  and d i s m e m­

be r m e n t  insurance, w e e k l y  i n d e m n i t y  insurance, h o s pital e x p e n s e  i n s u r­

ance, s u r gic al e x pense insurance, dental e x pe nse insurance, a u d i o­

vis u a l  insura nce, a l c o h o l i s m  and drug d e p e n d e n c y  insurance, cr other  

m e d i c a l  c a r e  insurance.

* Sec. 6 . AS 39.30 is amended by a d d i n g  a n e w  section  to read:

Sec. 39.30.092. C O V E R A G E  FOE A L C O H O L I S M  AND DRUG DEPEN D E N C E .  (a) 

The group insurance p o l i c y  u n d e r  A S  39.30.090 (1)

(1 ) shall p r ov ide cov er a g e  for a l c o h o l i s m  and drug d e p e n­

dence to include

(A) i n p a tie nt d e t o x i f i c a t i o n  b e n efits  for not less than 

14 days of b e n e f i t  each c alendar y e a r  in a s t a t e - a p p r o v e d  t r e a t­

me n t  f a c i l i t y  or licensed hospital; p a y m e n t  of ins tit u t i o n a l  a n d  

p r o f e s s i o n a l  benefits shall be equal to and p a yable as any other  

c o v e r e d  condition, except a c o v e r e d  c o n d i t i o n  which, b y  the terms 

of the policy, has an internal restricti on;

(B) inpat i e n t  t r e a t m e n t  coverage benefits  for not less 

than 3G days of benefit each c a l e n d a r  yea r in a s t a t e - a p p r o v e d  

treatm ent program; p a y m e n t  of i n s t i t u t i o n a l  and p r o f e s s i o n a l  b e n e­

fits shall be at the same level as any other covered condition, 

e x c e p t  a c o v e r e d  c o n d i t i o n  which, by the terms of the policy, has 

an  i n t ernal restriction; and

(C) out pa t i e n t  t r e a t m e n t  c o v e r a g e  benefit s of not less 

t h a n  3 0  v isi ts each c a l endar year if t r e a t m e n t  is p r o v i d e d  by a 

l i c e n s e d  physician, s t a t e - a p p r o v e d  treatment program, or state -  

c e r t i f i e d  p r o f e s s i o n a l  s u b s t a n c e  ab use counselor; c o v e r a g e  shall 

I n c l u d e  individual, f a m i l y  or group therapy; b e n e f i t s  shall be 

p a i d  at not less t h a n  75 p e r c e n t  of the usual, c u s t o m a r y  a n d
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r e a s o n a b l e  charge for a r a d i c a l  p r o c e d u r e ,  t r e a t m e n t  or s e rvice in 

the g e o g r a p h i c  area;

(2 ) m a y  not e x c l u d e  d e p e n d e n t s  o t h e r w i s e  cove red and m a y  n o t  

limit c o v e r a g e  for a l c o h o l i s m  or drug d e p e n d e n c e  b e c a u s e  of age, sex or 

state of illness;

a c o n d i t i o n  of payme nt for a l c o h o l i s m  or dru g d e p e n d e n c e  treatment.

(b) The provis i o n s  of this s e c t i o n  a p p l y  to group h e a l t h  i n s u r­

anc e  contract s and group service or i n d e m n i t y  type contracts issued to 

p r o v i d e  coverage  for employees of the state and m a y  apply to cont racts 

for the b e n e f i t  of employees of othe r p a r t i c i p a t i n g  g o v e rnmental units 

o n l y  if the g o v e r n i n g  b o d y  of the g o v e r n m e n t a l  unit elects to h a v e  the 

p r o v i s i o n s  apply.

(c) In (a) of this section,

by the h a b i t u a l  lack of self con trol in the use of alc oholic beverages,  

or u s e  of a l c o h o l i c  be verages to the e x t e n t  that h e a l t h  is s u b s t a n t i a l­

ly i m p a i r e d  or endangered, or social or e c o n o m i c  f u n c t i o n  is s u b s t a n­

tia l l y  disrupted;

c a l l y  or p s y c h o l o g i c a l l y  a d d ic ted to an opiate, o pi ate derivative, 

t r a n q u i l i z e r ,  amphet amine, b a r b i t u r a t e ,  o r  s i m i l a r  substance, but 

e x c l u d i n g  ni cotine, caffeine a n d  alcohol;

eludes the D istrict of Columbia.

* Sec. 7. AS 39,30.1 00 is a m e n d e d  to read:

Sec. 39.30.100. DEFINI T I O N S .  In AS 3 9 . 3 0 . 0 9 0  - 3 9 . 3 0 . 1 0 0  [AS 39.-

(3) rrtay not apply p r e e x i s t i n g  or n a m e d  c o n d i t i o n  exclus i o n s  

to d e n y  c o v e r a g e  for a l c o h o l i s m  or d r u g  d e p endence; anc'

(A) m a y  r e quire a p h y s i c i a n’s c e r t i f i c a t i o n  of n e c e s s i t y  as

(1 ) "alcoh o l i s m "  means an i l l n e s s  or c o n d i t i o n  c h a r a c t e r i z e d

(2 ) "drug d e p e n d e n c e "  mecins the c o n d i t i o n  of being pliysi

(3) "state" m e a n s  any stat e in the U n i t e d  States and in-
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3 0 . 0 9 0 ]
(1 ) "eligible e m p l o y e e "  m e a n s

(A) a n  e m p loyee  w h o  has s e r v e d  in p e r m a n e n t  f u l l - t i m e  

or p a r t - t i m e  e m p l o y m e n t  w i t h  the same g o v e r n m e n t a l  u n i t  for 30 

days or m o r e ,  except a n  e m e r g e n c y  or t e m p o r a r y  e mployee, and

(B) a n  e l ected or a p p o i n t e d  o f f i c i a l  o f  a g o v e r n m e n t a l  

unit, e f f e c t i v e  u p o n  t aking the oath of office;

(2 ) " g o ver nmental u n i t "  m e a n s  the state, a borough, m u n i c i­

pal c o r p o r a t i o n ,  or other p o l i t i c a l  s u b d i v i s i o n  o f  the state, and the 

N o r t h  P a c i f i c  F i s h e r y  M a n a g e m e n t  Council;

include h e a l t h  care services, h e a l t h  care s e r v i c e  c o ntractors a n d  con-

* Sec. 8 . T h e  p r o v i s i o n s  of secs. 5 - 7 o f  this Act a p ply to group p o l i­

cies or c o n t r a c t s  w h i c h  provide c o v erage  u n d e r  AS 3 9 . 3 0 . 0 9 0  - 3 9 . 3 0 . 1 0 0  and 

w h i c h  are delivered, issued for delivery, or r e n e w e d  in this state after the 

e f f e c t i v e  date of this Act. A p o l i c y  or c o n t r a c t  p r o v i d i n g  c o v e r a g e  for 

e l i gible e m p l o y e e s  in this state under A S  3 9 . 3 C . 0 9 0  - 3 9 . 3 0 . 1 0 0  delivere d,  

issued for delivery, or r e n e w e d  after the e f f e c t i v e  date of this Act p r o vides  

the m i n i m u m  c o v e r a g e  r e q u i r e d  by this Act e v e n  if the langua ge of the p o l i c y  

or c o n t r a c t  does n ot s p e c i f i c a l l y  so provid e.

* Sec. 9. AS 4 7 . 0 5  is a m e n d e d  by a d d i n g  n e w  s e c t i o n s  to read:

See. 47.05.0 70. M E D I C A L  A S S I S T A N C E  BY I N S U R A N C E  OR S E R V I C E  C O N­

TRACTS. (a) Tiie c o m m i s s i o n e r  shall u s e  m e d i c a l  a s s i s t a n c e  funds to 

p u r c h a s e  and p a y  pr emiums o n  p o l icies of i n s u r a n c e  or p a y  the e x p e n s e s  

on  h e a l t h  care s e r v i c e  contr acts that p r o v i d e  one or m o r e  of the s e r­

vices a v a i l a b l e  u n d e r  state m e d i c a l  a s s i s t a n c e  programs.

(b) The p o l i c y  of ins urance or the c o n t r a c t  finan c e d  u n d e r  this 

s e c t i o n  m u s t  g u a r a n t e e  to

(3) "insurance", " i n s u r a n c e  carrier'' a n d  " i n s u r a n c e  p o l i c y "

t r a c t s .

7 CSSSIIB 4 1 ( F i n )  ( e f d  f a i l e d )
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(1 ) p r o v i d e  services  and s u p p l i e s  u n d e r  p o l i c i e s  of i n s u r­

ance or n o n t r a c t s  u n d e r  AS 21;

(2 ) p r o v i d e  the s t a t i s t i c a l  data, records , and r e p o r t s

r e l a t i n g  to the provision, a d m i n i s t r a t i o n ,  and costs o f  p r o v i d i n g  

s e r v i c e s  a n d  s u p p l i e s  as r e q uired b y  the c o m m i s s i o n e r .

Sec. 47.05 . 0 8 0 .  IMPLEM E N T A T I O N .  The c o m m i s s i o n e r  shall i m p l e m e n t  

the p r o v i s i o n s  of AS 4 7 . 0 5 . 0 7 0  w h e n  h e  d e t e r m i n e s  that c o m p a r a b l e  

be n e f i t s  are a v a i l a b l e  at equal or less cos t t h a n  d i r e c t  p a y m e n t s  by 

the d e p a r t m e n t  to the p r o v iders  of s e r v i c e s  and supplies.

Sec. 47.05 . 0 9 0 .  I N T E R I M  P A Y M E N T . If the c o m m i s s i o n e r  d e t e r m i n e s  

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

e x p e c t e d  to serve a large v o l u m e  of m e d i c a l  a s s i s t a n c e  clients, he m a y  

m a k e  an i n t e r i m  p a y men t before  r e c e i p t  of b i l l i n g  for se rvi c e s  to the 

provi d e r .

Sec. 47.05.1 00. I N T E R E S T  O H  L A T E  P A Y M E N T S .  W h e n  p r e s e n t e d  b y  a 

p r o v i d e r  of m e d i c a l  services w i t h  a clean claim, the c o m m i s s i o n e r  shall

pa yment is d e l a y e d  m o r e  than 45 days after p r e s e n t a t i o n  of the c l e a n  

claim?

p a y m e n t  is d e l a y e d  m o r e  than 90 days aft er p r e s e n t a t i o n  of the c l e a n  

claim; a n d

(3 ) the intere st for a full m o n t h  if the o v e r d u e  c l e a n  c l a i m  

is not p a i d  b y  the 15th day of a c a l e n d a r  m onth.

Sec. 47.05.110. D E F I N I T I O N S . In AS 4 7 . 0 5 . 0 7 0  - 4 7 . 0 5 . 1 1 0

(1 ) ’'clean claim" m e a n s  a c l a i m  for p a y m e n t  w h i c h  can be 

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

the s e r vice or f r o m  a third party; it i n c l u d e s  a c l a i m  w i t h  errors

p a y

(1 ) int er e s t  at the rate of one p e r c e n t  p e r  m o n t h  w h e n

(2 ) inter e s t  at the r a t e  of two p e r c e n t  p e r  m o m  * w h e n

- 8 - CSSSHB 4 1 ( F i n )  ( e f d  f a i l e d
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o r i g i n a t i n g  in the d e p a r t m e n t’s claims p r o c e s s i n g  system, but does not 

i n c l u d e  c l aims f r o m  a p r o v i d e r  w h o  is u n d e r  i n v e s t i g a t i o n  for fraud or 

abuse, or a c l a i m  u n d e r  reviev; for m e d i c a l  n ecessity;

(2 ) " c o m m i s s i o n e r "  m e a n s  the c o m m i s s i o n e r  o f  h e a l t h  and 

social services;

(3) “hea l t h  care s e r v i c e  c o n t r a c t "  means a c o n tract w i t h  a 

n o n p r o f i t  c o r p o r a t i o n  w h i c h  a c cepts p r e p a y m e n t  for health care services 

and is s p o n s o r e d  by or a s s o c i a t e d  v/ith a group of phy sic i a n s  or a group 

of h o s p i t a l s  or both or by a h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  r e c o g n i z e d  

u n d e r  federal law;

r e l i e f  m e d i c a l  (AS 47*25.12 0), c a t a s t r o p h i c  illness (AS 47.08), and 

cr i pp led c h i l d r e n ' s  and m a t e r n a l  a n d  child h e a l t h  programs (AS 18.05.- 

0 1 0 ) .

* Sec. 10. A S  47.07.020(b) is r e p e a l e d  and r e e n a c t e d  to read:

(b) A  r e s i d e n t  of the s tate for w h o m  the provis i o n s  of the Social

S e c u r i t y  Act in ef.'r.ct o n  M a r c h  1 ? 1981, a l l o w  optional m e d i c a l  c o v e r­

age q u a l i f y i n g  for federal f i n a n c i a l  p a r t i c i p a t i o n  is e l i g i b l e  for 

m e d i c a l  a ssistanc e. A  r e s i d e n t  of the state q u a l i f y i n g  as m e d i c a l l y  

n e e d y  is not e l i g i b l e  for m e d i c a l  a ssis tance.

* Sec. 11. A S  4 7 . 0 7 . 0 3 0  is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 47.07.03 0. M E D I C A L  S E R V I C E S  TO BE PROVIDED. M e dic al s e r­

vices to be o f f e r e d  to e l i g i b l e  p e r s o n s  include t h o s e  services eligible 

for federal f i n a n c i a l  p a r t i c i p a t i o n  u n d e r  the p r o v i s i o n s  of T itle XIX 

of the federal Social S e c u r i t y  Act in e f fect on M a r c h  1, 1981.

* Sec. 12. AS 4 7 . 0 7 . 0 8 0  is a m ende d b y  a d d i n g  n e w  p a r a g r a p h s  to read:

cal r e q u i r e m e n t s  of e l i g i b i l i t y  for m e d i c a l  a s s i s t a n c e  but V7h o s e  income

(4) "medical a s s i s t a n c e "  m e a n s  M e d i c a i d  (AS 47.07), general

(5) " m e d i c a l l y  n e e d y "  m e a n s  a p e r s o n  w h o  meets the categori-

(A) e x ceeds the i ncome  s t a n d a r d  for categorical assist-

CSSSHB 4 1 ( F i n ) ( e f d  f a i l e d )
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ance; and

(B) is less than the m e d i c a l l y  n e e d y  income s t a ndard

after the d e d u c t i o n  of a l l o w a b l e  m e d i c a l  expenses;

(6 ) " c a t e g o r i c a l  r e q u i r e m e n t s  of e l i g i b i l i t y "  mean s the 

standards e s t a b l i s h e d  u n d e r  42 C.F.R., secs. 4 3 5 . 5 0 0  - 435.541;

(7 ) " medie ally needy i ncome s t a n da rd" means the standards

e s t a b l i s h e d  u n d e r  42 C.F.R., secs. 4 3 5 . 8 0 0  - 435.816.

* Sec. 13. (a) By the 30th day of the S e c o n d  S e s s i o n  of the T w e l f t h

L e g i s l a t u r e  the L e g i s l a t i v e  C o uncil shall s tu dy and m a k e  r e c o m m e n d a t i o n s  to 

the l e g i s l a t u r e

(1), for federal i m p r o v e m e n t s  in the I n d i a n  H e a l t h  Service

(2 ) on the a l t e r n a t i v e s  a v a i l a b l e  to the state to complement the

(3 ) on the a l t e r n a t i v e s  availa ble to the state to complement

services a v a i l a b l e  to the senior c i t i z e n s  of the state u nder Medicare.

(b) The L e g i s l a t i v e  Counci l shall seek p a r t i c i p a t i o n  in the study by

(1) the Health, Education, an d Social Services  C ommittees of the 

legislature;

(2) the A l a s k a  N a t i v e  H e a l t h  Board;

(3 ) r e g ional  h e a l t h  o r g a nizat ions;

(4) other p r o v i d e r s  and consumers of h e a l t h  care;

(5) the D e p a r t m e n t  of H e a l t h  a nd Social  Services;

(6 ) the A l a s k a  Area N a t i v e  H e a l t h  Service, U n i t e d  States P ublic

d e l i very system;

f u nding of the Indian Healti. S e r v  ^e;

H ealth Service

* Sec. 14. AS 4 7 . 07.020(d ) is r e p e a l e d
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FISCAL SUMMARY FOR CSSSHB 41 (F in ance )

Federal funds;
1. Medicaid match

General fund:
T3HSS

1. Medicaid
2. GRM transfer to 50% 

federal natch

ADMIN.
1. Alcoholism
2. Benefits/cost sharing
3. Administration!

REVENUE
1. Rogers amendment2

TOTAL GENERAL FUND

Total of g.f. and fed. funds

1 These figures 'will be updated by tu?. Dept. The new FY '82 figure will be about $400,000 more than indicated here.

2 These figures are currently being generated by the Dept. Preliminary indications are that they will not go over $50,000 

for each fiscal year.

(LC: 4/11/81)

FY '82 FY '83 FY '84 FY '85 FY '86

11631.8 13353.4 15338.3 17619.6 20241.0

6781.6
(4619.1)

7782.0
(5311.9)

8938.8
(6108.6)

10268.4
(7024.9)

11796.0
(8078.9)

180.0'
0.0

1023.4

414.0
8800.0
955.6

476.1
23950.0
1047.6

547.5
51420.0
1152.2

629.6
63107.0
1267.3

3365.9 12639.7 28303.9 56363.2 68721.2

14997.7 25993.1 43642.2 73982.8 88962.2
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FISCAL .NOTE

R E Q U E S T
1-iill/ Resolution No. P roposed  CSSSHB 41 (F inance)
Title An ACT R e l a t i n g  t o  t h e  H e a l th  a n d . Resident:.
Requested h v HOUSE y T\~7v\trT* rvy/MTit rr,PTy________________

: f  t h e  S t a t e
Date 4/9/81

II. FISCAL DETAIL 
A e o j i c v  Affected D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s
Program C a t e go ry  A f f e c t ed  H e a l t h / S o c i a l  a n d  E c o n o m i c  A s s i s t a n c e ______________________________
BRU, Program, or Subprcgram(s) Affected M c d i c a i d / E l i g i b i l i t v  D e t e r . / P u b l i c  A s s i s t .  Admin. 
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands of  Dollars)

FY 31 FY 82 FY 83 FY 84 FY .35 FY 36
.100 PERSONAL SERVICES 3 53 .9 3 89 .3 4 2 8 .2 4 7 1 .0 5 1 8 .1
200 TRAVEL 1 2 .9 1 4 .2 1 5 .6 1 7 .2 1 8 .9
300 CONTRACTUAL 1 35 .8 1 4 7 . 2 1 6 1 .9 1 7 8 .1 1 95 .9
400 COMMODITIES 6 .5 7 .2 7 .9 8 .7 9 .5
500 EQUIPMENT 1 3 .3 - 0 - - 0 - - 0 - - 0 -
600 LAND & STRUCTURES . . 0.. - a - - 0 - - 0 - - 0 -
700 GRANTS. CLAIMS. ETC. 17893.0 20576 .9 2 3663 .5 27213 .0 3 1295 .0

TOTAL 18415.4 21135 .4 24277 .1 27888 .0 32037 .0

FUNDING (Thousands of Dollars)

GENERAL FUND 6 781 .6 7782.0 893S.8 10263.4 117 9 6 .0
FEDERAL FUNDS lLH.V] . R 13353 .4 1 5338 .3 17619 .6 2 0241 .0
OTHER (Specify Fund Source)

POSITIONS 

FULL TIME 12

0 *

12 12 12 12
PART TIME
TEMPORARY

111. ANALYSIS (See Fiscal Note Preparation Instructions. Section III)

M e d i c a l  b e n e f i t s  w o u l d  b e  p r o v i d e d  t o  a p p r o x i m a t e l y  2145 n e w  c a s e s  u n d e r  t h e  
M e d i c a i d  p r o g r a m .  A d m i n i s t r a t i o n  o f  p r o g r a m  b e n e f i t s  w o u l d  r e q u i r e  11 f i e l d  
s t a f f  p o s i t i o n s  a n d  1 c e n t r a l  o f f i c e  p o s i t i o n ,  o f f i c e  s p a c e ,  nr. a d d i t i o n a l  
c o m p u t e r  t i m e  t o  h e  d i v i d e d  b e t w e e n  t h e  E l i g i b i l i t y  D e t e r m i n a t i o n  a n d  P u b l i c  
A s s i s t a n c e  A d m i n i s t r a t i o n  BRIJs.  F u n d i n g  i s  50 v f e d e r a l  e x c e p t  f o r  t h e  I n d i a n  
H e a l t h  C a r e  P r o g r a m  w h i c h  i s  f u n d e d  a t  100T f e d e r a l  f u n d s .

IV. DATE 4/9/81
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. _  FISCM, NOTE.

I. REQUEST
Bill Resolution \ o .  P ro p o sed  CSSSHB 41  (F in an ce ) __
Title An ACT R e l a t i n g  t o  t h e  H e a l t h  o f  R e s i d e n t ?  o f  t h e  S t a t e ____________ _ __
Requested h v untF.r  mTKaMrR co '-mtttkr________________________________Date 4 / 9 / 8 1

T H E  L E G I S L A T U R E  O F  I M F .  S I  A ' M i  O F  A L A S K A
T W E L F T H  L E G I S L A T U R E

II. FISCAL DETAIL
Aaencv Affected D ep a r tm e n t  o f  H e a l t h  and S o c i a l  S e r v i c e s ______________________________
Program Category Affected Hpni th____________________________________________________________
BRU. Program, or Subprogram!s) Affected G e n e ra l  R e l i e f  M ed ica l_____________________________
I Note: If more than one budget component  is affected, separate line-item amounts and funding for each 

component  in the analysis section.)
EXPENDITURES (Thousands of  Dollars)

FY 81 FY 8 2 FY S3 L FY 84 FY 85 , FY 3 6
100 PERSONA I SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIFS
500 EQUIPMENT
600 LAND & STRUCTURESoor- GRANTS. CLAIMS. ETC. ( 4 , 6 1 9 . 1 ) (53 1 1 .9 ) (6 1 0 8 .6 ) (70 2 4 .9 ) (8078 .7 )

TOTAL ( 4 , 6 1 9 . 1 ) (53 1 1 .9 ) ( 6 1 0 8 .6 ) (70 2 4 .9 ) (807S.7)

FUNDING (Thousands of  Dollars)

GENERAL FUND ( 4 ,6 1 9 .1 ) |  (53 1 1 .9 ) ( 6 1 0 8 .6 ) (70 2 4 .9 ) (8078 .7 )
FEDERAL FUNDS «

1
OTHER CSnecifv Fund Source) 1

* 1
1....... ..

POSIT IONS

FULL TIME 
PART TIME 
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
D e c r e a s e  i n  G e n e r a l  R e l i e f  M e d i c a l  p r o g r a m  e x p e n d i t u r e s  d u e  t o  t h e  t r a n s f e r  
o f  c o v e r a g e  f o r  c e r t a i n  s e r v i c e  c a t e g o r i e s  f r om  s t a t e  f u n d i n g  t o  c o v e r a g e  u n d e r  
t h e  M e d i c a i d  p r o g r a m ,  a n d  t h e  a d d i t i o n  o f  c e r t a i n  g r o u p s  u n d e r  M e d i c a i d '  t h a t  
a r e  c u r r e n t l y  c o v e r e d  b y  G e n e r a l  R e l i e f  M e d i c a l .
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Dl VISION OF PUBLIC ASSISTANCE

J AY S. H A M M O N D ,  G O V E R N O R

P O U C H  H  07
J U N T A  U. A L A S K A  99811

p h o n e : (907) A 6 5 — 335 5

A p r i l  9, 1 9 8 1  f

T h e  H o n o r a b l e  S a m u e l  C o t t e n  P o c u m s n f #  - ? /

H o u s e  o f  R e p r e s e n t a t i v e s  

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

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  C o t t e n :

T h i s  l e t t e r  is i n t e n d e d  to c o n f i r m  t h e  D e p a r t m e n t’s e s t i m a t e  of i n c r e a s e d  

M e d i c a i d  c o s t s  in F Y 8 2  b a s e d  o n  C S S S R B - 4 1  as a m e n d e d  b y  R e p r e s e n t a t i v e s  

B u c h h o l d t ,  A d a m s  a n d  R o g e r s  o n  A p r i l  8, 1981.

H B - 4 1  as o r i g i n a l l y  i n t r o d u c e d  p r e s e n t e d  $ 2 3 , 4 9 1 . 1  in a d d i t i o n a l  c o s t s  

a s  f o l l o w s .  (Se e  p o s i t i o n  p a p e r  d a t e d  2 / 2 7 / 8 1 ) .

T O T A L F E D S T A T E P0S.

(1) A d d i t i o n  of a l l  M e d i c a i d  

S e r v i c e s  & N e w  O p t i o n a l  

C a t e g o r i c a l  G r o u p s .

$ 1 8 , 4 1 3 . 4 1 1 , 6 3 1 . 8 6 , 7 8 1 . 6 12

(2) D e c r e a s e  o f  G R  M e d i c a l ( 4 , 619.1) (4,619.1)

(3) A d d i t i o n  o f  M e d i c a l l y  N e e d y  

to M e d i c a i d

$ 9 , 0 2 9 . 7 5 , 7 0 9 . 3 3 , 3 2 0 . 4 5

(4) I n t e r e s t  P a y m e n t s 6 6 7 . 2 6 6 7 . 2

T O T A L $ 2 3 , 4 9 1 . 1 1 7 , 3 4 1 . 1 6 , 1 5 0 . 1 17

H o w e v e r ,  a s  a r e s u l t  of t e s t i m o n y  o f f e r e d  b y  the D e p a r t m e n t  and o t h e r s ,  

C S S S H B - 4 1  w a s  m o d i f i e d  to d e l e t e  m e d i c a l l y  n e e d y  c o v e r a g e  (item it3 a b o v e )  

a n d  to r e s o l v e  t h e  D e p a r t m e n t ' s  c o n c e r n s  w i t h  t h e  i n t e r e s t  p a y m e n t s  

p r o v i s i o n s  ( i t e m  (/4 abov e ) .  A s  a r e s u l t ,  o n l y  t h o s e  c o s t s  a s s o c i a t e d  

w i t h  i t e m s  it 1 an d  it2 a b o v e  r e m a i n  at t his time, r e p r e s e n t i n g  an i n c r e a s e  

of $ 1 3 , 7 9 4 . 3  as f o l l o w s .  (See p o s i t i o n - p a p e r  d a t e d  4 / 3 / 8 1 ) .

T O T A L F E D S T A T J POS.

(1) A d d i t i o n  o f  a l l  M e d i c a i d  

S e r v i c e s  & N e w  O p t i o n a l  

C a t e g o r i c a l  Groups.

$ 1 8 , 4 1 3 . 4 1 1 , 6 3 1 . 8 6 , 7 8 1 . 6 12

(2) D e c r e a s e  o f  G R  M e d i c a l ( 4 , 619.1) (4,619.1)

TOTAL $ 1 3 ,7 9 4 .3 1 1 , 6 3 1 . 8  2 ,1 6 2 .5  12



Two f i n a l  comments a re  in  o rd e r :
* P r e s i d e n t  R e a g a n ’s p r o p o s e d  C A P  o n  M e d i c a i d  m a k e s  it v e r y  u n c e r t a i n  

w h e t h e r  t h e  S t a t e  w i l l  r e c e i v e  the e x p e c t e d  $ 1 1 , 6 3 1 , 8  in a d d i t i o n a l  

f e d e r a l  fu n d s .  T h e  S t a t e  c o u l d  f i n d  i t s e l f  in t h e  p o s i t i o n  of 

p a y i n g  t h e  e n t i r e  $ 1 3 , 7 9 4 . 3  o u t  o f  the S t a t e  g e n e r a l  fund.

* T h e s e  e s t i m a t e s  d o  n o t  i n c l u d e  th e  c o s t s  a s s o c i a t e d  w i t h  i m p l e m e n t a -  • 

t i o n  o f  S e c t i o n s  1 - 8  of C S S S H B - 4 1 .  T h e s e  c o s t s  w o u l d  b e  in a d d i t i o n  

t o  t h e  $ 1 3 , 7 9 4 . 3  i n c r e a s e  i n  M e d i c a i d .

P l e a s e  le t  m e  k n o w  if I m a y  p r o v i d e  a n y  a d d i t i o n a l  i n f o r m a t i o n .

D i r e c t o r



FISCAL . NOTE

REQUEST
Bill/Resolution No. Sponsor Substitute House Bill 41 (-Sections 

Title Insurance for Alcohol ism, and Drug Dependence_____________

5 -8 )

Requested by_ Date.

II. FISCAL DETAIL 
Agency Affected Administration - Division of Retirement & Benefits.

Labor  S e r v i c e sProgram Category A f f e c t e d . _____________
BRU, Program, or Subprogram(s)  Affected 0 2 - 9 6 - 8 - 0 1 - 0 2 - 0 0  ( OTHER BENEFITS)
(Note:  I f  more  than  one budget  component  is affected,  separate line-item amounts  and funding for each 

component  in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY 81 FY 82 FY 83 FY 84 FY 88 . FY 86
100 PERSONAL SERVICES
200  TRAVF.T.
300 CONTRACTUAL
400 COMMODITIES
500 EOUTPMF.NT
600 LAND &  STRUCTURES
700 STATE TRS MATCHING I
in n  r pn fp tt s 180.0 4 14 .0 476.1 547 .5  : 6?Q 6 1

TOTAL 180 .0 4 14 .0 476.1 547 .5 629 .6

FUNDING (Thousands o f  Dollars)

G E N E R A L  FUND 147.4 339.1 3 89 .9 448 .4 515 .6
F E D E R A L  FUNDS • 8 . 3 19 .0 21.9 25 .2 29 .0
VETERAN'S FUND 0 .4 .8 1 .0 1.1 1 .3
FISH & GAME FUND 1.1 2 .5 2 .9 3 .3 3 .8
HIGHWAY FUND. . 2 .3 5 .4 6 .2 7.1 8 .2
AIRPORT FUND 5 .2 12 .0 13.8 15.9 18.2
CAPITAL FUND 15.3 35.2 40.4 4 6 .5 53.5
PERS
TRS

POSITIONS

FU L L  TIME
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

1. Approximately 10,275 State employees are currently covered under the State 
Group Health Plan.

2. The cost to implement provisions of this bill will be $2.92 per employee 
per month.

3. Estimate that the cost to provide continued coverage will increase 15'. each 

year for the immediate future. However, an effective Alcoholism/Drug dependency 
program should help to reduce overall health care claim experience in the future.

IV. DATI< r p  F e b r u a r y  25.  1921

Cr’Ar.U: Lczi'.lctiv: Finance 

cc: buc^ci and Management

.PREPARED BY 
AGENCY ______
P H O N E  ________

Paul B. Arnoldt, Director

D i v i s i o n  ct r . e t i r e n t s 

4bo-4"4b0



ESTIMATION OF FISCAL IMPACT FOR STATE 

COST-SHARING UNDER CSSSH5 41 (Finance)

44.000 individuals with no health coverage (Battelle study)

25.000 individuals with individual private coverage (est. by Battelle)

+ 31,000 assumed migration from small group plans (fudge factor)

100,000 individuals eligible for cost sharing (round estimate)

V .  3.03 average people per household (1980 est. by state demographer)

33.000 households eligible for cost sharing (round estimate)

x S I, 620 average plan cost per household (SI,320 premium + $300 out of pocket)

$53,465 total plan cost (in thousands)

x .564 average subsidy level (analysis of SIE data)

$30,179 benefit.costs of cost sharing program (FY81 dol'ars)

x 1.166 two years' inflation factor at 8%

$35,200 cost of full enrollment, FY83 dollars

$35,200 x .25 = $ 8,800 est. FY83 benefit costs (assumes 50* of

eligibles enroll by end of FY83-- 25% ann. ave.)

$35,200 x 1.08 x .63 = $23,950 est. FY84 benefit costs (assumes 75% of

eligibles enroll by end of FY84)

$35,200 x 1.166 x .88 = $51,420 est. FY85 benefit costs (assumes 100% of

eligibles enroll by end of FY85)

$35,200 x 1.793 x 1.0 = $63,107 est. FY86 benefit costs (assumes 1 00m
e n r o l V “e r t  a l l  y e a r )



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A
TW ELFTH  L E G IS L A T U R E  • ■* * » *

FISCAL NOTE ' .

1. REQUEST '  ~
Bill/Resolution No. Sponsor Substitute House Bill 41 (partial)________
Title__________________ State Comprehensive Health Plan_________

Requested bv House HESS Date

II. FISCAL DETAIL
Agency Affected Department of Administration, Division of Retirement & Benefits

Program Category Affected Public H ea l th
BRU, Program, or Subprogntm(s) Affected Retirement & Benefits
(Note: If more than one budget component  is affected, separate line-item amounts and funding for  each 

component  in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

FY 8 1  . FY 82 FY 83 FY 84 FY .35 ,FY 86
100 PERSONAL SERVICES 144 .8 591.1 650 .2 715 .2 786 .7
200 TRAVEL 3 .0 3 . 0 3 .3 3.6 4 . 0
200 . CONTRACTUAL 8 62 .6 3 53 .3 388.6 4 2 / . b 4/1). j
400 COMMODITIES 1 .0 3 .2 3 .5 3 .9 4 .3
500 EOUIPMENT 12.0 b.U 2 .0 2 .0 2 .0
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL
- 0 - 1 ,0 2 3 .4 9 55 .6 1 , 0 4 7 .6 1 ,1 5 2 . 2 1 ,2 6 7 . 3

FUNDING (Thousands of  Dol 

GENERAL FUND

lars)
1 ,0 2 3 .4 955 .6 1 ,0 4 7 .6 1 ,1 5 2 .2 1 ,2 6 7 . 3

FEDERAL FUNDS
OTHER ("Specify Fund Source)

POSITIONS

FULL TIME 12 16 | 16 16 16
PART TIME !
TEMPORARY i

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
Assumption:

/
1. 30 t h o u sa n d  a c c o u n t s  first year with 7.5,000 co ve red  i n d i v i d u a l  s..
2. F i e l d  o f f i c e s  i n  Anchorage ,  F a i r b a n k s .  Home end Our-esu.
3. S t a f f  c o s t s  i n c r e a s e  by 10'  a f t e r  FY 83.
4 . Does no t  i n c l u d e  b e n e f i t  c o s t s  under the c o s t  s h a r i n g  program or  t h e  c o s t s  under

Sections 5-8.

This fiscal note addresses only the estimated c o s t s  o f  a d m i n i s t e r i n g t h e  state 
comprehensive health plan and state health insurance cost sharing program and 

producing the report called for i n  Sec. 2 of the bill.

I V .  D A T E  F e b r u a r y  2 6 ,  1 9 8 1 P R E P A R E D  B Y  f:en
A G E N C Y ____________' v



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

B i l l / R e s o l u t i o n  M o . l SCS CS SS HB 41 (HESS) (at.t.arhpri dr a f t )________________
T i t l e  An Act e s t a b l i s h i n g  a s t a t e  h e a l t h  i n s u r a n c e  p r o g r a m _________________

R e q u e s t e d  b y  Senator Parr__________________________________D a t e ___________________

II. F I S C A L  D E T A I L  .
A g e n c y  A f f e c t e d  Administration 1 '_________________________
P r o g r a m  C a t e g o r y  A f f e c t e d  P.pnt.ral i7P d  A d m i n i s t r a t i v p  S p r v i c ps_____________

.•BRU, P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d  Retirement and Benefits________
(Note: If m o r e  tha n one b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

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

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

F Y  82 F Y  83 FY 84 FY  85 F Y  86 FY 87

10 0  P E R S O N A L  S E R V I C E S
2 0 0  T R A V E L
3 0 0  C O N T R A C T U A L
4 0 0  C O M M O D I T I E S
50 0  E Q U I P M E N T
6 0 0  L A N D  &  S T R U C T U R E S
7 0 0  G R A N T S , C L A I M S , E T C .

Benefit Costs

280.2 686.3 687.4 756.1 831.7
8.5 16.0 17.6 19.4 21.3

1 , 0 4 5 . 0 521 .6 548.8 ' 603.7 664.0

3.5 8.3 9.1 10.0 11.0

9(1.7 12.3 5.0 5.5 6.1

0 48.6 53.5 58.8 64.7
0 0 0 0 0
8 3Q.*03Q.Q 33..Q33...Q 3.6.^336^ 39., 969., I

1,427.9 31,323.1 34,354.4 37,789.8 41,568.7

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )

G E N E R A L  F U N D 1,427.9 31,323.1 34,354.4 3 7 , 7 8 0 ' 4T,5'6H77
F E D E R A L  F U N D S

O T H E R  ( S p e c i f y  Sour c e )

P O S I T I O N S

F U L L  T I M E 16 18 18 18 18

P A R T  T I M E
T E M P O R A R Y 4

III. A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  III)

Assumptions:

1. 30,000 accounts first year (FY 84) with 69,000 covered individuals.

2. Field offices in Anchorage, Fairbanks, Juneau and Nome.

3. Costs to increase by 10% after FY 84.
4. Premium will be increased to include approximately $800.00 per year fees 

for a third party administrator who will aggregate the premiums and pro­

vide the health carrier with eligibility listings.
5. Eligibility for resident status and premium subsidies handled by the Di­

vision of Retirement and Benefits.

iv. D A T E  4/16/82__________________P R E P A R E D  b y  Ken H u m p h r e y s , D e p u t y  D i r e c t o r

a g e n c y  D i v i s i o n  o f  R e t i r e m e n t  a n d B e n e f i t s

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E  4 6 5 - 4 4 6 2 i________
cc: B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  (F i r s t  L e g i s l a t o r  N a m e d )  Buchholdt 
3 3 - 0 0 1  (Rev. 12/81)





A LASKA  STATE LEGISLATURE

Legislature F I R &T.. Sessionllv E L l l-H Legislature j . I
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HOUSE B IL L  _ jvjq_

BUCHHOLDT, GARDINER, CLOCK- 
S l f t 'C A T O ; • -ROGERS'; • z:h a r o f f ; • • • 
ADAMS, FUI.LER AND VASKA
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Original sponsors: Buchholdt, Gardiner,
Clocksin, et al

Offered: 4/16/81
Referred: Rules

IN THE H O U S E  BY T H E  F I N A N C E  C O M M I T T E E

CS FOR S P O N S O R  S U B S T I T U T E  FOR H O U S E  BIL L  NO. 41 (Finance) (efd failed)

IN T H E  L E G I S L A T U R E  O F  THE S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E  - FI R S T  S E S S I O N  

A BILL

For an Act entitled: "An Act r e l a t i n g  to the h e a l t h  of r e s i d e n t s  of the

s t a t e ."

BE IT E N A CTED BY T H E  L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 18 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  27. S T A T E  H E A L T H  INSURANCE.

Sec. 18.27.010. S T A T E  C O M P R E H E N S I V E  H E A L T H  PLAN. (a) The c o m­

mi s s i o n e r  shall esta b l i s h  m i n i m u m  benefit s t a n d a r d s  for the state 

c o m p r e h e n s i v e  h e a l t h  plan and shall p r o v i d e  for the u n d e r w r i t i n g  and 

a d m i n i s t r a t i o n  of the state c o m p r e h e n s i v e  h e a l t h  plan.

(b) A r e s i d e n t  of the state is e n t i t l e d  to enroll in the state 

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

(c) The state c o m p r e h e n s i v e  h e a l t h  p l a n  shall p r o v i d e  for c o p a y­

ments and deductibles, and shall p r o v i d e  an a nnual limit on the total

a m o u n t  of c o p ayments and d e d u c t i b l e s  for ea c h  e n r o l l e d  r e s i d e n t  and the 

co v ered d e p endents of the r e s i d e n t  for eac h  year. The a n n u a l  limit 

shall be the same r e g a r d l e s s  of f a m i l y  size.

(d) The c o m m i s s i o n e r  shall c o n t r a c t  for the a d m i n i s t r a t i o n  and 

m a y  contr a c t  for the u n d e r w r i t i n g  of the state c o m p r e h e n s i v e  1 ea l t h  

plan. A contract e n t e r e d  into un d e r  this s u b s e c t i o n  shall be ba s e d  on 

c o m p e t i t i v e  bids and shall be for a t h r e e - y e a r  period.

(e) N o t w i t h s t a n d i n g  the p r o v i s i o n s  of (c) of this s e c t i o n  and the 

limitations in AS 18.27.020(b), a n  i n d i v i d u a l  e l i g i b l e  for a p e r m a n e n t  

fund divi d e n d  under AS 4 3 . 2 3 . 0 1 0  may, to the extent of his e l i g i b i l i t y  

un d e r  AS 43.23.010,
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(1) e n r o l l  in the s t a t e  c o m p r e h e n s i v e  h e a l t h  p l a n  or in an 

i n d i v i d u a l  h e a l t h  i n s u r a n c e  p l a n  c e r t i f i e d  u n d e r  AS 1 8 . 2 7 . 0 2 0 ( a ) ( 1 ) ;

(2) d i r e c t  the c o m m i s s i o n e r  of. revenue, to u s e  as m u c h  of the 

p e r m a n e n t  fu n d  d i v i d e n d  to w h i c h  the i n d i v i d u a l  is e n t i t l e d  u n d e r

A S  4 3 . 2 3 . 0 1 0  as is n e c e s s a r y  to p a y  a cos t  of the i n d i v i d u a l  i n c u r r e d  

in p a r t i c i p a t i o n  in the s t a t e  c o m p r e h e n s i v e  h e a l t h  p l a n  or in a n  i n d i v i­

dual h e a l t h  i n s u r a n c e  p l a n  c e r t i f i e d  u n d e r  AS 1 8 . 2 7 . 0 2 0 ( a ) ( 1 ) .

Sec. 1 8 . 2 7.020. S T A T E  H E A L T H  I N S U R A N C E  C O S T  S H A R I N G  P R O G R A M .  (a)

A r e s i d e n t  of the s t a t e  is e n t i t l e d  to c o s t  s h a r i n g  u n d e r  the s t a t e  

h e a l t h  i n s u r a n c e  cost s h a r i n g  p r o g r a m  if

(1) the r e s i d e n t  is e n r o l l e d  in the s t a t e  c o m p r e h e n s i v e  

h e a l t h  p l a n  or an i n d i v i d u a l  h e a l t h  i n s u r a n c e  p l a n  w h i c h  the i n s u r a n c e  

c o m p a n y  has c e r t i f i e d  to the c o m m i s s i o n e r  as e q u i v a l e n t  to or e x c e e d i n g  

the b e n e f i t  s t a n d a r d s  of the s t a t e  c o m p r e h e n s i v e  h e a l t h  p l a n  e s t a b­

lishe d  b y  the c o m m i s s i o n e r  u n d e r  AS 1 8 . 2 7 . 0 1 0 ( a ) ;

(2) the r e s i d e n t  is n ot e n r o l l e d  in a g r o u p  h e a l t h  i n s u r a n c e  

p l a n  or in a f e d e r a l  h e a l t h  plan; and

(3) the r e s i d e n t  q u a l i f i e s  for cos t  s h a r i n g  u n d e r  (b) of 

this section.

(b) T h e  c o m m i s s i o n e r  s h a l l  p a y  the s t a t e  s h a r e  of the co s t s  of 

h e a l t h  i n s u r a n c e  i n c u r r e d  b y  a r e s i d e n t  of the s t a t e  a n d  h is c o v e r e d  

d e p e n d e n t s  q u a l i f y i n g  for c o s t  s h a r i n g  u n d e r  the f o l l o w i n g  formula:

(1) if the total a d j u s t e d  gr o s s  i n c o m e  of the r e s i d e n t  a nd 

h i s  d e p e n d e n t s  is at or b e l o w  75 p e r c e n t  of the b a s e  income, 100 p e r­

cent of the p r e m i u m  co s t  of h e a l t h  ins u r a n c e ;

(2) if the total a d j u s t e d  g r o s s  i n c o m e  of the r e s i d e n t  and 

his d e p e n d e n t s  is b e t w e e n  75 p e r c e n t  of the b a s e  i n c o m e  a n d  125 p e r c e n t  

of the b a s e  income, a g r a d u a t e d  p e r c e n t a g e  of the p r e m i u m  cos t  of 

h e a l t h  i n s u r a n c e  b e t w e e n  100 p e r c e n t  a n d  zero percent;
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(3) if the total a d j u s t e d  gross income of the r e s i d e n t  and

his d e p e ndents is at or b e l o w  45 p e r c e n t  of the b a s e  income, 100 p e r­

cent of c o p ayments and deductibles;

(4) if the total a d j u s t e d  gross income of the r e s i d e n t  and

his dependents is b e t w e e n  45 p e r c e n t  of the b a s e  i n c o m e  and 95 p e r c e n t

of the base income, a g r a d u a t e d  pe r c e n t a g e  of the c o p a y m e n t s  and d e­

ducti b l e s  f r o m  100 p e r c e n t  and zero percent;

(5) if a r e s i d e n t  is e n r o l l e d  in an i n d i v i d u a l  h e a l t h  i n s u r­

ance p l a n  c e r t i f i e d  to the c o m m i s s i o n e r  under (a) of this section, the 

s t a t e  share of the cost of h e a l t h  i nsurance for the r e s i d e n t  is limited 

to the a mount that the state's share w o u l d  h a v e  b e e n  if the r e s i d e n t  

h a d  b e e n  enrol l e d  in the state c o m p r e h e n s i v e  h e a l t h  plan.

(c) The c o m m i s s i o n e r  shall adopt m i n i m u m  b e n e f i t  s t a n d a r d s  and 

g u i d e l i n e s  for d e t e r m i n i n g  b e n e f i t  e q u i v a l e n c e  for the c e r t i f i c a t i o n  of 

plans under (a)(1) of this section.

(d) N o t w i t h s t a n d i n g  the p r o v i s i o n s  of an i n d i vidual h e a l t h  Insur- J 

ance plan, a plan c e r t i f i e d  by an i n s u r a n c e  c o m p a n y  to the c o m m i s s i o n e r  

un d e r  (a)(1) of this s e c t i o n  p r o v i d e s  the m i n i m u m  b e n e f i t s  a nd the 

e q u i v a l e n t  benef i t s  r e q u i r e d  for certi f i c a t i o n .

Sec. 18.27.030. DEFINI T I O N S .  In this chapter

(1) " a djusted gross i n c ome" me a n s  the a d j u s t e d  gross i ncome 

o f  the r e s i d e n t  d e t e r m i n e d  u n d e r  the r e g u l a t i o n s  of the c o m m issioner;

(2) "base i n c ome" means

(A) f a m i l y  m e d i a n  income for A l a s k a  d e t e r m i n e d  by the 

federal Office of H u m a n  D e v e l o p m e n t  Service; a nd

(B) regi o n a l  a d j u s t m e n t s  e s t a b l i s h e d  by the c o m m i s­

sioner to the f a m i l y  m e d i a n  i ncome for A laska d e t e r m i n e d  by the 

federal O f f i c e  oi Hu m a n  D e v e l o p m e n t  Service w h i c h  are b a s e d  on 

r e l a t i v e  costs of living in the state;
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1 (3) "benefit equivalence" means that the benefits provided 

in an individual health insurance plan and certified to the commis­

sioner under AT 18.27.020(d) are equivalent to benefits provided under 

the state comprehensive health plan;

(4) "commissioner" means the commissioner of administration;

(5) "copayment" means the portion of covered expenses pay­

able by the resident after the deductible has been met;

(6) "insurance" means prepaid plans or indemnity plans.

* Sec. 2. The commissioner of administration shall report by the 30th 

day of the Second Session of the Twelfth Legislature on

(1) proposed minimum benefit standards and estimated actuarial 

costs of the state comprehensive health plan (AS 18.27);

(2) the anticipated number and characteristics of participants in

the state health insurance cost sharing program (AS 18.27.020) and the

projected cost to the state;

(3) a proposed plan for

(A) implementation of AS 18.27;

(B) eligibility determinations under AS 18.27;

(C) payment of the state share of premium costs and copay­

ment and deductibles incurred under AS 18.27; and

(D) informing the public of benefits under AS 18.27;

(4) recommendations for amendments to AS 18.27.

* Sec. 3. Coverage under the state comprehensive health plan (AS 18.27.- 

010) and the state health insurance cost sharing program under AS 18.27.020 

begins on July 1, 1982.

* Sec. 4. AS 21.54.060 is amended by adding a new paragraph to read;

(7) under a policy issued to the state to insure residents 

of the state under AS 18.27.

* Sec. 5. AS 39.30.090(1) is amended to read:
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(1) A gr o u p  i n s u r a n c e  p o l i c y  shall p r o v i d e  one or mo r e  of 

the f o l l o w i n g  benefits: life insurance, acc i d e n t a l  d e a t h  and d i s m e m­

be r m e n t  insurance, w e e k l y  i n d e m n i t y  insurance, h o s p i t a l  e x p e n s e  i n s u r­

ance, surgical e x p e n s e  i n s u rance, d e ntal e x p e n s e  insurance, a u d i o­

visual insurance, a l c o h o l i s m  and dr u g  d e p e n d e n c y  insurance, or other 

m e d ical care insurance.

* Sec. 6. AS 39.30 is a m e n d e d  b y  a d d i n g  a n e w  s e c tion to read:

Sec. 39.30.092. C O V E R A G E  F OR A L C O H O L I S M  A N D  DR U G  D E P E N D E N C E .  (a)

T h e  group i n s u r a n c e  p o l i c y  u n d e r  AS 39.30.090(1)

(1) shall p r o v i d e  c o v e r a g e  for a l c o h o l i s m  a nd drug d e p e n­

dence  to i n c l u d e

(A) i n p a t i e n t  d e t o x i f i c a t i o n  bene f i t s  for not less than 

14 days of b e n e f i t  eac h  c a l e n d a r  year in a s t a t e - a p p r o v e d  t r e a t­

men t  f a c i l i t y  or l i c e n s e d  h o spital; p a y m e n t  of i n s t i t u t i o n a l  and 

p r o f e s s i o n a l  b e n e f i t s  shall be equal to a nd payable as a ny other 

c o v e r e d  condition, e x c e p t  a c o v e r e d  c o n d i t i o n  which, by the terms 

of the policy, has an inte r n a l  r e s triction;

(B) i n p a t i e n t  t r e a t m e n t  c o v e r a g e  bene f i t s  for n ot less

than 30 days of b e n e f i t  eac h  c a l e n d a r  year in a s t a t e - a p p r o v e d

t r e a t m e n t  program; p a y m e n t  of i n s t i t u t i o n a l  and p r o f e s s i o n a l  b e n e­

fits shall be at the same level as a n y  other c o v ered condition, 

e xcept a c o v e r e d  c o n d i t i o n  which, by the terms of the policy, has 

an internal restri c t i o n ;  and

(C) o u t p a t i e n t  t r e a t m e n t  c o v e r a g e  bene f i t s  of n ot less 

than 30 v i sits each c a l e n d a r  year if tre a t m e n t  is p r o v i d e d  by a 

lice n s e d  physician, s t a t e - a p p r o v e d  t r e a t m e n t  program, or state- 

c e r t i f i e d  p r o f e s s i o n a l  s u b s t a n c e  ab u s e  counselor; c o v e r a g e  shall 

include individual, f a m i l y  or gr o u p  therapy; b e n e f i t s  shall be 

paid at not less t h a n  75 p e r c e n t  of the usual, c u s t o m a r y  and
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r e a s o n a b l e  c h a r g e  for a m e d i c a l  p r o c e d u r e ,  t r e a t m e n t  or s e r v i c e  in 

the g e o g r a p h i c  area;

(2) m a y  not e x c l u d e  d e p e n d e n t s  o t h e r w i s e  c o v e r e d  a n d  m a y  n o t  

li m i t  c o v e r a g e  for a l c o h o l i s m  or d r u g  d e p e n d e n c e  b e c a u s e  of age, s ex or 

s t a t e  of illness;

(3) m a y  n ot a p p l y  p r e e x i s t i n g  or n a m e d  c o n d i t i o n  e x c l u s i o n s  

to d e n y  c o v e r a g e  for a l c o h o l i s m  or d r u g  d e p e n d e n c e ;  a n d

(4) m a y  r e q u i r e  a p h y s i c i a n ' s  c e r t i f i c a t i o n  of n e c e s s i t y  as 

a c o n d i t i o n  of p a y m e n t  for a l c o h o l i s m  or d r u g  d e p e n d e n c e  t r e a t m e n t .

(b) T h e  p r o v i s i o n s  of this s e c t i o n  a p p l y  to g r o u p  h e a l t h  i n s u r­

an c e  c o n t r a c t s  a nd gr o u p  s e r v i c e  or i n d e m n i t y  type c o n t r a c t s  i s s u e d  to 

p r o v i d e  c o v e r a g e  for e m p l o y e e s  of the s t a t e  a n d  m a y  a p p l y  to c o n t r a c t s  

for the b e n e f i t  of e m p l o y e e s  o f  o t h e r  p a r t i c i p a t i n g  g o v e r n m e n t a l  u n i t s  

o n l y  if the g o v e r n i n g  b o d y  of the g o v e r n m e n t a l  u n i t  e l e c t s  to h a v e  the 

p r o v i s i o n s  apply.

(c) In (a) of this secti o n ,

(1) " a l c o h o l i s m "  m e a n s  an i l l n e s s  or c o n d i t i o n  c h a r a c t e r i z e d  

b y  the h a b i t u a l  lac k  of sel f  c o n t r o l  in the u s e  of a l c o h o l i c  b e v e r a g e s ,  

o r  u s e  of a l c o h o l i c  b e v e r a g e s  to the e x t e n t  tha t  h e a l t h  is s u b s t a n t i a l­

ly i m p a i r e d  or e n d a n g e r e d ,  or s o c i a l  or e c o n o m i c  f u n c t i o n  is s u b s t a n­

ti a l l y  d i s r u p t e d ;

(2) "drug d e p e n d e n c e "  m e a n s  the c o n d i t i o n  of b e i n g  p h y s i­

ca l l y  or p s y c h o l o g i c a l l y  addict*-.d to a n  o p i a t e ,  o p i a t e  d e r i v a t i v e ,  

t r a n q u i l i z e r ,  a m p h e t a m i n e ,  b a r b i t u r a t e ,  or s i m i l a r  s u b s t a n c e ,  but 

e x c l u d i n g  n i c o t i n e ,  c a f f e i n e  a n d  alco h o l ;

(3) " s t a t e "  m e a n s  a n y  s t a t e  in the U n i t e d  S t a t e s  a nd i n­

clu d e s  t he D i s t r i c t  of Col u m b i a .

* Sec. 7. AS 3 9 . 3 0 . 1 0 0  is a m e n d e d  to read:

Sec. 3 9 . 3 0.100. D E F I N I T I O N S .  In AS 3 9 . 3 0 . 0 9 0  - 3 9 . 3 0 . 1 0 0  [AS 39.-
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(1) " eligible e m p l o y e e "  means

(A) an e m p l o y e e  w h o  has s e r v e d  in p e r m a n e n t  f u l l - t i m e  

or p a r t - t i m e  e m p l o y m e n t  w i t h  the same g o v e r n m e n t a l  uni t  for 30 

days or more, e x c e p t  an e m e r g e n c y  or t e m p o r a r y  employee, and

(B) an e l e c t e d  or a p p o i n t e d  offi c i a l  of a g o v e r n m e n t a l  

unit, effe c t i v e  u p o n  t aking the o a t h  of office;

(2) " g o v e r n m e n t a l  un i t "  m e a n s  the state, a borough, m u n i c i­

pal c o r poration, or ot h e r  p o l i t i c a l  s u b d i v i s i o n  of the state, a n d  the

N o r t h  P a c i f i c  F i s h e r y  M a n a g e m e n t  Council;

(3) " i nsurance", " i n s u r a n c e  c a r r i e r "  a n d  " i n s u r a n c e  p o l i c y "  

i n c l u d e  h e a l t h  care services, h e a l t h  car e  s e r v i c e  c o n t r a c t o r s  a nd c o n­

tracts .

* Sec. 8. The p r o v i s i o n s  of secs. 5 - 7 of this Act a p p l y  to g r o u p  p o l i­

cies or c o n t r a c t s  w h i c h  p r o v i d e  c o v e r a g e  u n d e r  AS 3 9 . 3 0 . 0 9 0  - 3 9 . 3 0 . 1 0 0  a nd 

w h i c h  are delivered, i ssued for delivery, or r e n e w e d  in this state after the 

e f f e c t i v e  date of this Act. A p o l i c y  or c o n t r a c t  p r o v i d i n g  c o v e r a g e  for 

e l i g i b l e  e m p l o y e e s  in this state u n d e r  AS 3 9 . 3 0 . 0 9 0  - 39. 3 0 . 1 0 0  d e l i vered, 

i ssued for delivery, or r e n e w e d  after the e f f e c t i v e  date of this Act p r o v i d e s  

the m i n i m u m  cover a g e  required b y  this Act e v e n  if the l a n g u a g e  of the p o l i c y  

or c o n t r a c t  does not s p e c i f i c a l l y  so provide.

* Sec. 9. AS 47.05 is a m e n d e d  by a d d i n g  n e w  sect i o n s  to read:

Sec. 47.05.070. M E D I C A L  A S S I S T A N C E  BY I N S U R A N C E  OR S E R V I C E  C O N­

TRACTS. (a) T he c o m m i s s i o n e r  shall u se m e d i c a l  a s s i s t a n c e  funds to 

p u r c h a s e  and pay prem i u m s  on polic i e s  of i n s u r a n c e  or pay the e x p e n s e s  

o n  h e a l t h  care s e r v i c e  c o n t r a c t s  that p r o v i d e  one or m o r e  of the s e r­

vices a v a i l a b l e  under state m e d i c a l  a s s i s t a n c e  programs.

(b) The p o l i c y  of i n s u r a n c e  or the c o n t r a c t  f i n a n c e d  u n d e r  this 

s e c t i o n  m u s t  g u a r a n t e e  to

30.090]
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(1) provide services and supplies under policies of insur­

ance or contracts under AS 21;

(2) provide the statistical data, records, and reports 

relating to the provision, administration, and costs of providing 

services and supplies as required by the commissioner.

Sec. 47.05.080. IMPLEMENTATION. The commissioner shall implement 

the provisions of AS 47.05.070 when he determines that comparable 

benefits are available at equal or less cost than direct payments by 

the department to the providers of services and supplies.

Sec. 47.05.090. INTERIM PAYMENT. If the commissioner determines 

under regulations adopted by him that a provider of medical services is 

expected to serve a large volume of medical assistance clients, he may 

make an interim payment before receipt of billing for services to the 

provider.

Sec. 47.05.100. INTEREST ON LATE PAYMENTS. When presented by a 

provider of medical services with a clean claim, the commissioner shall 

pay

(1) interest at the rate of one percent per month when 

payment is delayed more than 45 days after presentation of the clean 

claim;

(2) interest at the rate of two percent per month when 

payment is delayed more than 90 days after presentation of the clean 

claim; and

(3) the interest for a full month if the overdue clean claim 

is not paid by the 15th day of a calendar month.

Sec. 47.05.110. DEFINITIONS. In AS 47.05.070 - 47.05.110

(1) "clean claim" means a claim for payment which can be 

processed without obtaining additional information from the provider of 

the service or from a third party; it includes a claim with errors
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o r i g i n a t i n g  in the d e p a r t m e n t ' s  c l a i m ?  p r o c e s s i n g  system, but does not 

i n c lude claims f r o m  a p r o v i d e r  w h o  is un d e r  i n v e s t i g a t i o n  for fr a u d  or 

abuse, or a c l a i m  un d e r  r e v i e w  for m e d i c a l  necessity;

(2) " c o m m i s s i o n e r "  m e a n s  the c o m m i s s i o n e r  of h e a l t h  and 

social services;

(3) " h e a l t h  care s e r v i c e  c o n t r a c t "  means a cont r a c t  w i t h  a 

n o n p r o f i t  c o r p o r a t i o n  w h i c h  a c c e p t s  p r e p a y m e n t  for h e a l t h  car e  services 

and is s p o n s o r e d  b y  or a s s o c i a t e d  w i t h  a group of p h y s i c i a n s  or a group 

of h o s p i t a l s  or b o t h  or b y  a h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  r e c o g n i z e d  

u n d e r  federal law;

(4) "medical a s s i s t a n c e "  m e a n s  M e d i c a i d  (AS 47.07), g e n eral 

r e l i e f  m e d i c a l  (AS 4 7 . 2 5 .120), c a t a s t r o p h i c  illness (AS 47.08), and 

c r i p p l e d  c h i l d r e n ' s  a nd m a t e r n a l  a n d  ch i l d  h e a l t h  prog r a m s  (AS 13.05.- 

Q10) .

* Sec. 10. AS 47.07.020(b) is r e p e a l e d  and r e e n a c t e d  to read:

(b) A r e s i d e n t  of the s t a t e  for w h o m  the p r o v i s i o n s  of the Social

S e c u r i t y  Act in e f f e c t  on M a r c h  1, 1981, a l l o w  optional m e d i c a l  c o v e r­

age q u a l i f y i n g  for f e d eral f i n a n c i a l  p a r t i c i p a t i o n  is e l i g i b l e  for 

m e d i c a l  a s s i s tance. A  r e s i d e n t  of the state q u a l i f y i n g  as m e d i c a l l y  

ne e d y  is not e l i g i b l e  for m e d i c a l  assist a n c e .

* Sec. 11. AS 4 7 . 0 7 . 0 3 0  is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 4 7 . 0 7.030. M E D I C A L  S E R V I C E S  TO BE PROVIDED. M e d i c a l  s e r­

vices to be o f f e r e d  to e l i g i b l e  p e r s o n s  include those services eligible 

for federal f i nancial p a r t i c i p a t i o n  u n d e r  the pro v i s i o n s  of Ti t l e  XIX 

of the federal Social S e c u r i t y  Act in e f f e c t  on Ma r c h  1, 1981.

* Sec. 12. AS 4 7 . 0 7 . 0 8 0  is a m e n d e d  b y  a d d i n g  n e w  par a g r a p h s  to read:

(5) " m e d i c a l l y  n e e d y "  m e a n s  a p e r s o n  who meets the c a t e g o r i­

cal r e q u i r e m e n t s  of e l i g i b i l i t y  for m e d i c a l  a s s i s t a n c e  but w h o s e  income

(A) e x c eeds the i n c o m e  s t a n d a r d  for ca t e g o r i c a l  assist-

-9- C SSSHB 41(Fin)(efd failed)
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(B) is less than the medically needy income standard 

after the deduction of allowable medical expenses;

(6) "categorical requirements of eligibility" v t a n s  the 

standards established under 42 C.F.R., secs. 435.500 - 435.541;

(7) "medically needy income standard" means the standards 

established under 42 C.F.R., secs. 435.800 - 435.816.

* Sec. 13. (a) By the 30th day of the Second Session of the Twelfth 

Legislature the Legislative Council shall study and make recommendations to 

the legislature

(1) for federal improvements in the: Indian Health Service 

delivery system;

(2) on the alternatives available to the state to complement the 

funding of the Indian Health Service;

(3) on the alternatives available to the state to complement

services available to the senior citizens of the state under Medicare.

(b) The Legislative Council shall seek participation in the study by

(1) the Health, Education, and Social Services Committees of the 

legislature;

(2) the Alaska Native Health Board;

(3) regional health organizations;

(4) other providers and consumers of health care;

(5) the Department of Health and Social Services;

(6) the Alaska Area Native Health Service, United States Public 

Health Service.

* Sec. 14. AS 47.07.020(d) is repealed.

_i n_ CSSSHR AlfFin! fefd failed!
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BY T HK HEALTH, E D U C A T I O N  AND
IN T H E  H O U S E  S O C I A L  SERVICES C O M M I T T E E

SENATE CS FOR CS FOR SPONSOR SU B S T I T U T E  FOR H O U S E  BILL NO. 41 (HESS)

IN T H E  L E G I S L A T U R E  OF THE STATE OF A L ASKA

TW E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A BILL

For an Act entitled: "An Act e s t a b l i s h i n g  a state h e a l t h  insurance p r ogram."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF T HE ST A T E  OF ALASKA:

* S e c t i o n  1. AS 18 is a m e nded by adding a n e w  chapter to read:

C H A P T E R  27. STATE H E A L T H  INS U R A N C E  PROGRAM.

Sec. 18.27.010. STATE H E A L T H  I N S U R A N C E  PROGRAM. (a) The c o m­

mi s s i o n e r  shall e s t a b l i s h  a scate h e a l t h  insurance p r o g r a m  for r e s i­

dents .

(b) The commi s s i o n e r  shall by r e g u l a t i o n  specify the profes s i o n a l  

and institutional benefits to be p r o v i d e d  by the program.

(c) The c o mmissioner shall contract for the u n d e r w r i t i n g  of the 

p r o g r a m  and m a y  contract for the a d m i n i s t r a t i o n  of the program. A 

c ontract entered into under this s u b s e c t i o n  shall be based on c o m p e t i­

tive proposals.

(d) The p r o g r a m  shall p r o v i d e  for copayments and deductibles, and 

shall provide for an annual d e d uctible for each enrolled resident and 

for each enrolled family.

(e) The p r o g r a m  shall provide a limit on the amount of r e i m­

bur s a b l e  charges to be paid b y  an enrolled resident for institutional 

and p r ofessional services r e c e i v e d  b y  the enro l l e d  resident or d e p e n­

dents of the resident who are enro l l e d  in the program.

(f) The p r o g r a m  m ay p r o v i d e  to e n r o l l e d  residents a choice of 

b e n e f i t  options.

Sec. 18.27.020. STATE P A Y MENT OF I N S U R A N C E  PREMIUMS. (a) The 

c o m m i s s i o n e r  shall pay the i n surance p r e m i u m  for a resident w ho is

-1- SCS CSSSHB 4 1 (HESS)
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enro l l e d  in the p r o g r a m  and who qualifies under the f o llowing formula:

(1) if the total adjusted gross income of the resident and 

d ependents of the resident w ho are enrolled in the p r o g r a m  is at or 

b e l o w  75 p e r c e n t  of the base income, 100 percent of the p r e m i u m  cost of 

the program;

(2) if the total adjusted gross income of the resident and 

d e p endents of the resident who are e n r o l l e d  in the p r o g r a m  is b e t w e e n  

75 p e r cent and 125 p e r cent of the base income, a graduated per c e n t a g e  

of the p r e m i u m  cost of the p r o g r a m  b e t w e e n  10^ p e r cent and zero percent.

fb) The c o m missioner m a y  not pay the insurance p r e m i u m  for a 

re s i d e n t  and the dependents of tbe resi d e n t  if, and to the extent that, 

s u b s idized m e d ical care or s u b sidized h e a l t h  insurance (other than 

ins u r a n c e  un d e r  the program) is, or w o u l d  be, a v ailable to the resident 

u p o n  application.

Sec. 18.27.030. DEFINITIONS. In this chapter

(1) "adjusted gross income" means the adjusted gross income 

of the resident d e t e rmined under the r egulations of the commissioner;

(2) "base income" means

(A) f amily m e d i a n  income for Alaska determined by the 

U nited States Bureau of the C e n s u s ; and

(B) regional a d j u s tments established b y  the c o m m i s­

sioner to the f amily m e d i a n  income for Alaska d e t e rmined by the 

United States Bureau of the Census, that are ba s e d  on relative 

costs of l iving in the state;

(3) " c o m m i ssioner" means the c o m m i s s i o n e r  of administration;

(4) " c o p a yment" means the p o r t i o n  of c o v ered expenses p a y­

able by the r e s i d e n t  after the d e d u c t i b l e  has been met;

(5) " d e d u c t i b l e "  means a clause in a h ealth insurance p o l i c y  

s t a t i n g  that the insurer shall p a y  the p o r t i o n  of a c l a i m  r e maining

-2- SCS C SSSHB 4 1 (HESS)



after a s t i p u l a t e d  amount, to be paid by the i n s ured party, is deducted

(6) "dependent" means a dependent un d e r  26 U.S.C. sec. 152;

(7) "insurance" means prepaid h e a l t h  plans or h e a l t h  i n d e m­

nity plans;

(8) "program" means the state h e a l t h  insurance p r o g r a m  

e s t a b l i s h e d  under this chapter;

(9) "resident" means a p e r s o n  who m a i n t a i n s  a p e r m a n e n t

place of abode in the state and a ' oting resi d e n c e  in the state and who

has m a i n t a i n e d  bot h  for 12 co n s e c u t i v e  m onths i m m e d i a t e l y  pre c e d i n g

e n r o llment in the state h e a l t h  insurance p r o g r a m  under this chapter;

(10) "subsidized h ealth i n s u rance" means h e a l t h  i n surance 

all or part of the premiums of which are paid b y  an employer or trade 

u n i o n  of the insured;

(11) "subsidized m e d i c a l  care" means m e d ical care prov i d e d  

at reduced charge or no charge to a r e s i d e n t  or a dependent of the 

r e s i d e n t .

* Sec. 2. AS 21.54.060 is amended b y  a dding a n e w  para g r a p h  to read:

(7) under a p o l i c y  issued to the state to insure residents

of the state under AS 18.27.

* Sec. 3. The c o mmissioner of a d m i n i s t r a t i o n  shall e s t a b l i s h  the state

he a l t h  insurance p r o g r a m  and provide for state h e a l t h  insurance cost s h a ring 

b y  J u l y  1, 1983.

-3- SCS CSSSHB 4 1 (HESS)
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I. BACKGROUND

The work draft for Senate HESS committee substitute for House Bill 
No. 41 would create a state-sponsored health insurance program. 
Previous versions of HB 41 have included proposals to make changes in 
the Medicaid and General Relief Medical (GRM) programs, create an 
employer-based health insurance subsidy program, and create a high-risk 
health insurance program. While the HB 41 work draft would establish 
the health insurance program in the Department of Administration, the
subject matter of the bill does involve the Department of Health and 
Social Services. During the last eighteen months, the Battelle 
Institute has been studying health care financing in Alaska under a 
contract with the Department of Health and Social Services, and the 
results of that study are now available.

Several factors emerge from that study which bear mentioning as they 
relate to legislation proposing to establish a state-sponsored health 
insurance prog-am:

1. There are approximate!v 30,000 Alaskans who have .ro public or
private health insurance or health care coverage and:

a. almost all are civilian non-Natives under age 65;

b. approximately 12,000 are dependent children;

c. of the approximately 18,000 adults in this group, 14,500 are
employed at least part of the year;

d. approximately 6000 of the 18,000 adults are childless single 
individuals or couples.

2. The Medicaid program could be expanded to provide coverage to many 
of the individuals who would be eligible for the state-sponsored health 
insurance program and thereby result in federal funds being used rather 
than state funds.

3. The scope of benefits under a state-sponsored health insurance 
program, the extent of state subsidy, the extent of crossover from 
existing employee plans, and the amount of the deductible will have a 
major impact’on the cost of the program.



nil! ion for benefits and between $1.5 and $3.6 million for program 
administration. In addition, program administration will involve 
between 60 and SO employees.

Given the present fiscal problems experienced by the State of Alaska due 
to the decline in the world price of oil, the development of a
state-sponsored health insurance program could take place only if new 
state revenues were found or if funds were diverted from presently 
funded programs or projects. While this does not appear likely to
happen this vear, it is still important to discuss some concerns that 
the Department has about the HB 41 work draft.

1. The HB 41 work draft does not specify what categories of service
would be covered under the statp-sponsored health insurance plan, 
leaving this responsibility to the Commissioner of the Department of
Administration. The nature, cost, and desirability of the program will 
vary greatly depending on the services covered.

2. No mention is made of coverage for preventive health care. Under 
Medicaid, the Early and Periodic Screening, Diagnosis and Treatment 
program provides preventive health screening and treatment services for 
all Medicaid-eligible children, including routine dental care. Without
preventive coverage, the state-sponsored program! will merely be 
providing illness insurance.

3. Since the HB 41 work draft lacks detail on what the program would
entail, there is no information as to what the period of eligibility
will be for state subsidy of premiums and deductibles. Under Medicaid 
and GRM, individuals must report as frequently as monthly or lose 
eligibility. If longer periods of time are used for the state subsidy, 
will there be adjustments for seasonal variations In income. Also, no 
mention is made of how personal assets will be considered in determining 
eligibility. Under thp Catastrophic Illness program, a percentage of 
personal assets above a maximum level are considered available to meet 
the applicant's medical needs.

4. Expansion of the Medicaid program could provide the same type of 
health insurance coverage as would be created under the state-sponsored 
health insurance program for those individuals who will likely receive 
full state subsidies. The primary difference is tlraat by expanding the 
Medicaid program, the State of Alaska would be able to take advantage of 
federal funds to make up 48% of the benefit and administrative costs.

5. Nothing in the HB 41 work draft indicates the basis upon which 
payment will be made to health care providers. Some of the alternatives 
are: usual and customary charges; ur.jal, customary, and reasonable; 
schedule of maximum allowances; percentage of charges; lower of costs or 
charges; flat rate; interim rates with retrospective cost settlement; 
per capita payments. Whatever the payment method used, several studies 
have shown that fee-for-service health insurance programs are not the 
most cost-effective method of providing health care coverage. A 
state-sponsored health insurance program may be more efficiently 
administered tarough the development of health maintenance organizations 
or other prepaid health plans that operate on a per capita basis rather 
than a fee-for-service basis.

- 2 -



6. A major factor in the delivery of health care in Alaska is access to 
health care providers. The availability of health insurance is of 
little value if an individual does not have access to services. Under 
the Medicaid program, necessary, medically-related transportation is a 
program benefit. Consideration should be given to assuring that 
necessary medically-related transportation is included in a 
state-sponsored health insurance proaram.

7. The HB 41 work draft would preclude state subsidy for individuals 
who already receive government subsidized health insurance or health 
care services. However, such an exclusion should apply only when the 
individual's other subsidized program provides equal or better coverage 
then available under the state-sponsored health insurance program.

8. Federally-operated health care facilities providing services at no 
cost to beneficiaries are not eligible to receive payment for them under 
almost all health insurance programs. Whether or not this will be the 
case under a state-sponsored health insurance program depends partly on 
the willingness of federally-operated facilities to provide health care 
to non-beneficiaries, and the cost-effectiveness of providing 
transportation to private health care providers more distant from their 
homes than federal i.v-operated facilities.

III. POSITION OF THE DEPARTMENT

Given a more promising financial picture for the State of Alaska, we 
believe that a. state-sponsored health insurance program that has taken 
into consideration the factors raised in part II could be a worthwhile 
expenditure of state revenues and contribute to the overall productive 
of the people of the state of Alaska. However, in the present fiscal 
reality, we believe that the creation of a state-sponsored health 
insurance program would require a major redirection of state spending 
priorities which the Department believes cannot be undertaken at this 
late date in the 1982 legislative session. As an alternative, the 
Department would like to suggest that the contents of CSSB 817 be 
considered as a Senate HESS committee substitute for HB 41. CSSB 817 
would transfer funus between the GRM and Medicaid programs to take 
advantage of federal Medicaid funds that are available without 
increasing the state budget. Under CSSB 817, the Department would 
provide health care coverage, including preventive health care services, 
to over 4000 children not presently eligible for Medicaid, and provide 
prenatal care to almost. ^00 pregnant women not currently eligible for 
Medicaid. Passage of CSSB 817 would not cost, the state any money, but 
would provide health care services to a portion of the population 
targeted for coverage under the state-sponsored health insurance program 
in the HB 41 work draft.

Approved by:
Helen D. Beirne, Commissioner

Dated: 7 -  f a .
— r --------------------
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