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PATIENT CLAIM CARE IN ABSENCE OF ICM CARE CHOICE DATE ICM EST. SAVINGS
NAME ACCT. DIAGNOSIS ICM AND COST AND COST STARTED TO DATE ACTIVE

Rachel 10-001 Substance Abuse Charter North Milam 11/2/88 $25,855 No
$38,460 $12,605



Psychiatric Review Speclall3t3

Focused Psychiatric Review activity will be administered by the Home Office
Medical and Claim Departments by Psychiatric Review Specialists and physician
consultants. Psychiatric Review Specialists are uniquely prepared and
experienced professionals. PRS"s are Masters-level educated psychiatric nurse
clinicians (MSN"s) or psychiatric social workers (MSW®s) with a minimum of two
years post graduate experience in psychiatric inpatient care and management.
The Psychiatric Review Specialist has a detailed knowledge of psychiatry, its
concepts, practice, intent, limitations and alternatives and is trained in
insurance principles. Clinical expertise and Insurance knowledge are applied
through the process of concurrent clinical review. Additionally, they must
exhibit interpersonal qualities which enable them to work comfortably and
effectively with health care professionals in discussing and influencing
treatment, overall patient management decisions within professional boundaries,

and the plan provisions.

Additionally, PRS"s are knowledgeable about the full range of psychiatric and
substance abuse coverage available under the STATE OF ALASKA benefit plan. The
clinicians work collaboratively as members of Etna®"s professional team which
includes psyt iatrists and doctoral level clinical psychologists. Clinicians
expert in var. jus psychiatric subspecialltics provide ongoing consultation at

periodic case conferences.

Physician Consultant

In order to qualify as a Physician Consultant, the physician must:
Be board certified in his/her specialty.

Have local medical society membership, including county and state
medical societies.

Be familiar with the goals of Etna ™ utilization management program.

Be familiar with the criteria sets used by the utilization review
coordinators to assess the medical necessity of admission to the
hospital and continued stay.

Be knowledgeable about facilities and different levels of care
available In the community.

When necessary, seek the opinion of a qualified specialist.

When necessary, telephone the patient®s attending physician to discuss
our recommendation concerning the need for admission and appropriate

length of stay.



HEALTHLINE Program Evaluation

STATE OF ALASKA will be provided with reports reflecting pre-certification
activity and savings achieved through the HEALTHLINE Program. Please refer to

EXHIBIT 111 and IV.

Pricing
Cost for administering the HEALTHLINE Program through the 1989 calendar year are
as follows:

Full Healthline/FPR: $2.08 per employee per month.
Precert Only: $1.56 per employee per month.
Consumer Advisory Only: $.71 per employee per month.

Pre-Installation Activity

It is in the employee 3 best interest to have one source for all questions on
claim handling and Healthline. Accordingly, we propose to operate the £tna
Healthline Program out of the Seattle, WA claim office where the healthcare

claims are currently processed.
Prior to the effective date, the following must be accomplished;

Distribute employee descriptive literature announcing the program and the
associated benefit provisions.

Commence the employee educational campaign which includes the use of a
videotape, payroll stuffers, and other educational materials. It is
recommended that the educational campaign continue after the effective date
in order to reinforce the availability and understanding of the program.

Consider the need to issue employee identification cards bearing a toll-free
Stna Healthline number, highlights of the program, and an initial supply of
the /Etna Healthline Pre-Admission Certification Checklist. Refer to

Exhibit |I.

Establish /Etna system records to reflect the purchase and coverage of the
£tna Healthline Program.

Consider the need to provide staffing, telephone lines, and information
systems necessary to support the program. A lead time of 90 days is
suggested for this purpose.

Recommendation

We believe that an effective cost containment program should focus on pre—
certification and the evaluation of confinement which might lead to un—
necessarily costly and inappropriate use of the hospital setting. £tna"s
HEALTHLINE Program puts the emphasis where experience shows It belongs -
education, information and informed choice before the patient enters the
medical care system followed by appropriate discharge planning and case

management after admission.

In conclusion, £tna is prepared to offer HEALTHLINE to STATE OF ALASKA
and assure a smooth and successful start-up period.
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SAMPLE
PRECERTIFICATION ACTIVITY
BY THE TYPE OF HOSPITAL ADMISSION
EMPLOYEES AND DEPENDENTS, «TNA PRIMARY

PH NO. STATE OP ALASKA Page 1 TA
04/01/86 - 04/01/87

Prepared 6/1/87

PH TOTALS
ADMISSIONS DAYS GREATER THAN CERTIFIED
TYPE
OF DAYS DAYS DAYS PERCENT OF
ADMISSION TOTAL REQUESTED CERTIFIED USED DAYS CERT SAVINGS

PRECERTIFIED 623 4,276
NOT PRECERTIFIED 20 N/A
OTHER 44 N/A
TOTAL 687 4,276

STANDARD SAVINGS CALCULATIONS:

1) 41 NON CERTIFIED DAYS CONSIST OF:

21 HOSPITAL DAYS WERE USED ON 3 ADMISSION WHERE O DAYS WERE CERTIFIED. SAVINGS ARE CALCULATED
AS THE SUM OF THE ROOM & BOARD CHARGES FOR THESE ADMISSION.

20 HOSPITAL DAYS WERE USED IN EXCESS OF DAYS CERTIFIED ON 15 ADMISSIONS. SAVINGS ARE CALCULATED
BY MULTIPLYING THE NUMBER OF EXCESS DAYS TIME THE AVERAGE DAILY ROOM & BOARD CHARGE FOR EACH
ADMISSION TIMES THE 50Z STANDARD BENEFIT PENALTY.

387 DAYS WERE REQUESTED IN EXCESS OF DAYS CERTIFIED ON THE REMAININC CERTIFIED ADMISSIONS.
SAVINGS ARE CALCULATED BY MULTIPLYING THE AVERAGE NUMBER OF DAYS REQUESTED IN EXCESS OF
CERTIFICATION TIMES THE AVERAGE DAILY ROOM & BOARD CHARGE FOR EACH ADMISSION PLUS 30Z

TO ACCOUNT FOR ANCILLARY CHARGES.

2) 93 DAYS WERE USED FOR 20 NON PRECERTIFIED ADMISSIONS. SAVINGS ARE CALCULATED BY MULTIPLYING THE
NUMBER OF DAYS USED TIMES THE AVERACE ROOM & BOARD CHAKCF PER DAY TIMES 50Z.

SAVINGS = $ 4,200

SAVINGS 2,000

SAVINGS 100,620

SAVINGS =



PH NO. STATE OF ALASKA

REASONABLE AND CUSTOMARY CHARGE SAVINGS

COORDINATION OF BENEFIT SAVINGS

HOSPITAL PRECERTIFICATION SAVINGS

INDIVIDUAL CASE MANAGEMENT SAVINGS

TOTAL SAVINGS FROM £TNA COST CONTAINMENT -

SAMPLE
INTEGRATED COST CONTAINMENT SAVINGS
ALL EMPLOYEES AND DEPENDENTS

CURRENT 1ST PRIOR 2ND PRIOR
QUARTER QUARTER QUARTER
$ 4,984 12,527
$ 80,474 146,634
$ 150,750 124,620
$ 164,866 0

$ 401,074 283,781

Prepared 6/1/87
PAGE 1 TC

3RD PRIOR
QUARTER
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Offered: 5/7/89 6-0951G
Referred: Rules

Original sponsors: Gruenberg, Ellis,
Larson, et al.

IN THE HOUSE BY THE FINANCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 272 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to an optional exemption from, and
deferral of payment of, municipal taxes on economic
development property, and to an optional exemption
from municipal taxes on inventoriesintended for
export outside the state.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.45.050 is amended by adding new subsectionsto read:
(m) A municipality may by ordinance partially or totally exempt
all or some types of economic development property from taxation for
up to five years. The municipality may provide for renewal of the
exemption under conditions established in the ordiiance. A municipal-
ity may by ordinance permit deferral of payment of taxes on all or
some types of economic development property for up to five years. The
municipality may provide for renewal of the deferral under conditions
established in the ordinance. A municipality may adopt an ordinance
under this subsection only if, before it is adopted, copies of the
proposed ordinance made available at a public hearing on it contain
written notice that the ordinance, if adopted, may be repealed by the
voters through referendum. An ordinance adopted under this subsection
must include specific eligibility requirements and require a written
application for each exemption or deferral. In this subsection
"economic development property” means vreal or personal property,
including developed property conveyed under 43 U.S.C. 1601 - 1629e
(Alaska Native Claims Settlement Act), that

HBO272d -1- SCS CSHB 272(Fin)



(1) has not previously been taxed as real or personal
property by the municipality;
(2) is wused in a trade or business in a way that
(A) creates employment in the municipality;
(B) generates sales outside of the municipality of
goods or services produced in the municipality; or
(C) materially reduces the importation of goods or
services from outside the municipality; and
(3) has not been used in the same trade or business in
another municipality for at least six months before the application
for deferral or exemption is filed; this paragraph does not apply if
the property was used in the same trade or business in an area that
has been annexed to the municipality within six months before the
application for deferral or exemption is filed; this paragraph does
not apply to inventories.

(n) A municipality may by ordinance classify as to type invei.
tories intended for export outside the state and partially or totally
exempt all or some types of those inventories from taxation. A munic-
ipality may adopt an ordinance under this subsection only if, Dbefore
it is adopted, copies of the proposed ordinance made available at a
public hearing on it contain written notice that the ordinance, if
adopted, may be repealed by the voters through referendum. The
ordinance may provide for different levels of exemption for different
classifications of inventories. An ordinance adopted under this
subsection must include specific eligibility requirements and require

a written application for each exemption.

SCS CSHB 272(Fin) -2- HB0272d
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Date Referred:
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HOUSE BILL NO. 274
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Original sponsor(s): HESS Committee

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 274 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to psychologists' services under the
state medical assistance program; and reordering the
priorities for eliminating coverage under Medicaid."”

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

* Section 1. AS 47.07.030(b) is amended to read:

(b) In addition to the mandatory services specified in (a) of
this section, the department may offer only the following optional
services: case management and nutrition services for pregnant women;
personal care services in a recipient's home; emergency' hospital
services; long-term care noninstitutional services; medical supplies
and equipment; clinic services; inpatient psychiatric facility ser-
vices for individuals age 65 or older and individuals under age 21;
prescribed drugs; clinical services of a psychologist licensed by the
Board of Psychologist and Psychological Associate Examiners; physical
therapy; occupational therapy; chiropractic services; treatment of
speech, hearing, and language disorders; adult dental services; pros-
thetic devices and eyeglasses; optometrists’ services; intermediate
care facility services, including intermediate care facility services
for the mentally retarded; skilled nursing facility services for
individuals under age 21; and reasonable transportation to and from
the point of medical care.

* Sec. 2. AS 47.07.035 is amended to read:.

Sec. 47.07.035. PRIORITY OF MEDICAL ASSISTANCE. If the depart-

ment finds that the cost of medical assistance for all persons

-1- CSHB 274(Fin)
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eligible under this chapter will exceed the amount allocated in the
state budget for that assistance for the fiscal year, the department
shall eliminate coverage for optional medical services and optionally
eligible groups of individuals in the following order:

&) clinical services of a psychologist licensed by the
Board of Psychologist and Psychological Associate Examiners;

(2) chiropractic services;

[(2) ADULT DENTAL SERVICES];

(3) emergency hospital services;

(4) treatment of speech, hearing, and language disorders;

(5) optometrists®™ services and eyeglasses;

(6) occupational therapy;

(7) prosthetic devices;

(8) medical supplies and equipment;

(9) clinic services;

(10) adult dental services;

(11) physical therapy;

(12) [(11)] personal care services 1in a recipient®s home;

(13) [(12)] prescribed drugs;

(14) [(13)] long-term care noninstitutional services;

(15 [(1M] inpatient psychiatric facility services;

(16) [(15)] intermediate <care facility services for the
mentally retarded;

(17) [(16)] intermediate care facility services;

(18) [(17)] pregnant women, and children five years of age
or younger, with a household income that does not exceed 100 percent
of the federal poverty level;

(19) [(18)] individuals under age 21 who are not eligible
for benefits under the federal aid to families with dependent children

CSHB 274 (Fin) -2-
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program because they are not deprived of one or more of their natural
or adoptive parents;

(20) [(19)] skilled nursing facility services for persons
under age 21;

(21) [(20)]aged, blind, and disabled individuals who,
because they do not meet the income requirements, do not receive
supplemental security income under Title XVl of the Social Security
Act, but who are eligible, or would.be eligible if they were not in a
skilled nursing facility or intermediate care facility, to receive an
optional state supplementary payment;

(22) [(21)] individuals 1ina hospital, skilled nursing
facility, or intermediate care facility whose 1income while 1in the
facility does not exceed 300 percent of the supplemental security
income benefit rate under Title XVI of the Social Security Act, but
who, because of income, are not eligible for the optional state sup-—
plementary payment;

(23) [(22)] individuals under age 21 under supervision of
the department, for whom maintenance is being paid in whole or in part
from public money and who are 1in foster homes or private child-care

institutions.



POSITION PAPER
House Bill No. 274

"An Act relating to psychologists® services under the state medical
assistance program; and reordering the priorities for eliminating cover—

age under Medicaid.

This Act would amend AS 47.07.030(b) to add psychologists®™ services to
che services available for needy persons who are eligible for Medicaid,
and 1t would amend AS 47.07.035 to place this new coverage tenth in the
priority listing of all optional Medicaid services authorized by the
Legislature for Alaska.

Currently, there are 115 licensed psychologists in Alaska, all of whom
would be eligible to enroll as Medicaid providers were House Bill No. 274
to pass. A substantial number of these psychologists are already provid—
ing services to Medicaid recipients, and indirectly receiving Medicaid
payments, in work settings such as physicians clinics or community

mental health clinics where they are supervised by a physician or psychi—
atrist who is enrolled.

The Division of Medical Assistance has long believed that this situation
is far from ideal, for these reasons:

(1) The Division has no evidence that the supervision requirement
generally results in more effective, higher-quality care.
However, there is a strong conviction, here and in other
states” Medicaid agencies, that supervision increases the cost
of care.

Many states have specified exactly how much and what types of
supervision are required, but as a practical matter, there is
no cost-effective way to enforce such rules, and there is
considerable disagreement over whether such rules do in fact
result in any measurable improvement in the care provided.
Federal Medicaid rules allow for any type of M.D. to be a
supervisor, so it"s frequently the case that a general practi—
tioner, who may or may not have any formal training in psy—
chology, is being paid to consult with and guide a certified
mental health professional. This may be helpful in cases in
which a persons® mental problems are caused by or accompanied
by physical problems, but in many cases, the only advantage in
such a relationship is a financial one to the doctor, resulting
in an unnecessary cost to the taxpayer

(2) Not only does the Division pay physicians for supervisory
duties that may or may not enhance the quality of care, the
"screening” effect in clinical settings which result from the
supervision requirement means that Medicaid pays for services
that are actually provided by any licensed person the supervi—
sor deems appropriate. This means that Medicaid pays the rate
appropriate for a psychiatrist/M.D., but the patient often gets



services from someone whose credentials would justify a lower
rate.

House Bill No. 274 would enable the Division to directly enroll psycholo—
gists, which would allow the Division to better measure, monitor, and
control the use and costs of psychologists®™ services. House Bill No. 274
offers a good possibility of slightly lowering the costs per unit of
services without decreasing the quality of the service.

From the provider®s point of view, adding psychologists® services to
Alaska®s Medicaid Program would create equity between psychologists who
practice independently and those who practice under the supervision of a
physician or in a community mental health clinic.

From the Medicaid recipient®s point of view, adding psychologists*®
services would make it easier to obtain care because it would increase
the number of Alaska providers offering this service. It would also make
it easier for them to directly access the person who gives them care, as
they would no longer have to pass through a physician®s examination or a
clinic™s screening process.

Position:

From the Department®"s perspective, House Bill No. 274 is a highly desir—
able bill that provides a simple solution to a long-standing and growing
problem. The only objection we believe could be raised to House Bill No.
274 is that it will result in new providers enrolling in Medicaid, which
in turn means that more recipients may use these provider"s services,
which may increase the program costs. These costs are detailed in the
Department®s Fiscal Note. However, these same cost increases appear to
be occurring to some degree already, and House Bill No. 274 would give us
the administrative structure in which we could measure and control them.

The Department supports the passage of House Bill No.

Recommended By:
Kim Busch, Director
Division of Medical Assistance

Date: n 3-me70

Approved By
Myra M/ Munson, Commissiomer
Department of Health and
Social Services

Date: 3 - /U- 20
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COST-SAUINGS AS A RESULT OF 1| ./THOTHERAPY

A number of studies have discussed the fact that overall
medical costs are dramatically reduced one year after a patient has
been in psychotherapy. The following are a few of those studies.
Specific references will be provided upon request:

1. Nicholas Cummings, Ph.D., with Kaiser-Permanente mental
health programs stated in the October 15, 1982 Psychiatr ic New-
that "...Dispite two decades of research...showing that brief
psychotherapy dramatically reduces utilization of other medical
resources, policymakers continue to ignore these findings when
~Ndesigning health care systems...." He found in his study that
resolving financial problems of HMO's was done "...by relying or
brief psychotherapy to reduce the high incidence of unnecessary
medical care ... .medical utilization* declined significantly— and
stayed ‘down for the ef»ive years studied... Candl.. .amoun'g patient-
who completed bri.ef psychotherapy, medical utilization dropped
75 percent.” This was seen as important when, as he indicated,
"...60 percent of all patient care could not be attributed to
organic illness bu.t.wasr*due, instead, to psychological
problems.” Patients many times reported not liking their
therapists, and that therapy did not help them, but they did
dramatically change their overall medi :al overutilization and nc
longer had symptoms. There have been over 28 replications of
these studies. ~

2. In 1977 Sten and Young in completing a Masters degree
<M.S.W.)’ thesis at Portland State. University found that clinica
social work psychother apy of patien-ts at Kaiser Permanente in
Portland, helped to significantly reduce patient
over-utilization of other medical services. There was a <
"...47.1X decrease in physician office visits; a 43.6Y. decrease
in the number of physicians seen for office visits; a 31.7V.
decrease in telephone contacts; a 48.6/7. decrease in the number
of prescriptions written; a 45.3X decrealse in emergency room

Cost Savings Studies - Page 1



visits; a 66.7/ decrease in -frequency of hospital izations and a
77.9/ decrease in the average length of stay in the

hosp ital .. .irtervention appeared to be positively assocated with
an over-all change rate of some 53 percent "

3. Jones and Vischi (197?), in reviewing twenty-five (25)
research projects, showed that after an individual was in
psychotherapy reductions in medical/surgical expenditures
averaged 57% in one study to 62/ in cut-patint medical visits
and 63% in in-patient care.

4. A Kaiser-Permanente study of 152 patients showed that over a
five year period there was a reduction in out-patient visits of
62% and 68% for in-patients. The most important aspect of this
study is that the matched non-treatment controls, also a
psychological! distressed group, showed no change in their
health care utilization over the same fi-»e year period.

5. A West German study utilisin «a five year follow-up period
after mental health treatment found' an 35% reduction in
in-pati'ent utilizatji on. '

6. Other studies indicated that waiting list, non-treated,
groups demonstrated the highest levels of medical care
over-utilization, with even increases seen in their request for
more doctors appointments and hospitalizations. Other findings
revealed that even one psychotherapy session was effective in
reducing medical care utilization. However, greater reductions
in medical wutilization rates were noted with increasing
frequency of psychotherpy contacts. Weekly therapy sessions.
particularly on a short-term basis of 12 sessions, lead to the
greatest psychotherapeutic benefits.

7. Research conducted by Blue Cross/Blue Shield, reported in
the New York Times and by the Psychotheraey in Private
Practice Journal , with joint sponsorship by the National
Institutes of Mental Health, found that ".. .psychotherapy can

Cost Savings Studies - Page 2



significantly reduce hospital costs for physical ailments among
people with heart disease— ischemic and hypertensive, air-flow
limitations disease and diabetes.” the findings indicated
"...that people who had at least 7 visits of out-patient
psychotherapy after the diagnosis of one of these 4 diseases
incurred costs for medical services that were 667 lower than the
costs for those who did not have psychotherapy....They found
that psychotherapy was most effective when it involved moderate
amounts of out-patient visits ranging from 7 to 20."

>8. A University of Colorado study reported in the September 21,
1984 Psychiatric Mews reviewed claims for Blue Cross/Blue
Shield patients. 'The findings indicated that psychotherapy
significantly reduced medical services, and particularly

inpatient services. "...after mental health treatment,
inpatient hospitalizations were approximately 1.5 days shorter
than those of the control group's average of 8.7 days The
average change after psychotherapy was -73.4 percent for
inpatient and -22.6 percent for outpatient care After the

initial year, the psychotherapy group had significantly lower
inpatient medical care costs in each of the other four years
analyzed.”

9. Emi*ly Mumford, iPhi.D." in the October, 1984 issue of- the -
American Journal of Psyhiatry presented her findings of
reviewing over 58 research projects on pschotherapy. The
results demonstrated that patient costs dropped dramatically
after involvement in psychotherapy. Again there were
significant reductions in in-patient stays, for medical problems
for those patients who received psychotherapy. "...following
mental health treatment, tie medical care charges of the
treatment group increased more slowly than the average inflation
rate of 13.6V. per year....In contrast, the charges of the
comparison group increased faster than the inflation rate."

10. A study reported in Psychotherapy Finances in 1983
reported in findings by the U. S. Steel Company that there was
a savinos of $5.00 for every $1.00 spent on mental health
services. Polaroid and several other large companies have:
reported similar results at the same time.

Cost Savings Studies - Page 3



11. Federal Employees health insurance programs, which have
generous mental health benefits, showed that only 5 - 7/ of the
total health care costs are for emotional disorders.

12. Studies at the local HMO, SelectCare, in studying 31 Ph.D.
and M.S.Ul. providers, in computer analysis of records
demonstrated that the average number of visits over a 3 year
period was only 5.4 visits for all providers. A year later it
was 4.3 visits. The analysis also indicated that mental health
benefits are a very small part of their benefit package, i.e.,

7/1 0th of IX of their entire budget.
|

13. In 1977 there were 11S,767 patient contacts with 45
physicians at The Eugene Hospital and Clinic. Of these
out-patients only 2,900, or 2.44'/ were diagnosed as having
mental or emotiona.l disorders by the physicians.

1
14. The Group health Association of Washington, D.C. , showed' a
reduction in usage of general medi'cal care by as much as 30.7Y7,
and a 29.SZ drop irrL=ab and X-ray use the year after .
psychotherapy services were received.

1 e

15. Kaiser Plan of California saved 250.00/yr, in the following
year, for each patient who received psychotherapy services.

20. Blue Cross of Western Pennsylvania noted a 50/ dec1line in
monthly costs per patient in the use of medical-surgical
procedures/services for those patients who had received
psychotherapy services.

21. Studies of coverage of clinical social work psychotherpy
services in private health insurance programs in new York State
only costs $0.00 - $0.15 per month/premium <NASW in Washington

Cost Savings Studies - Page 4



D.C. stud/).

22. A 1972 study in West Germany of Insurance coverage for
1,004 patients, also in a five year follow-up study, who had
averaged 100 hours of psychotherapy found that 81X felt strongly

they were helped by treatment. Further, their hospital rage
usage was reduced to 0.78 hospital days/year. Pre-treatment
usage averaged 5.3 days/year, with the general population
average being 2.5 days/year. This included hospitalization for

any illness.

23. Otto Jones, M.S.W., a clinical social worker, developed a
mental health program for employees at Kennecott Copper in Utah.
Before the program employees averaged 5.3 working days/month
absence, weekly indemnity costs averaged $70 .07/'person/month ,
and hospital/medical/surgical costs averaged
$109.04/person/month. One year after psychotherapy significant
reductions were noted: Absenteeism decreasea to a 2.93 average
working days/month, weekly indemnity costs averaged
25.33/person/month, and hospital/med/surg. costs averaged

'$56.91/person/month . THIS I1SA &*%'/. REDUCTION IN ABSENTEEISM.
A 34.2*/. REDUCTION IN WEEKLY INDEMNITY. AND A 48.9V: REDUCTION ‘IN
HOSP .-MED. -SURGERY COSTS! | Those™ 'emp loyees not invoved in

psychotherapy tended,to get worse and showed increases of: . 2.9M.

increase in absenteeism, a 285/1 increase in weekly indemnity
costs, and a 7.7/ increase in hospital, medical and surgi cal
costs.

24, A 1980 letter from Blue Cross of California indicated that
psychotherapy coverage for clinical social workers is "...a
small part of their total health care package... Cand]... have
little impact on the total rates for health coverage."

25. A 1979 study reported in Psychiatric News states that
"...mental health claims <*re not a substantial portion of total

claims dollars.” Again the findings were that only between 5'tc
7N. of the claims dollars were paid out for mental heath care of
all types including inpatient services. In general "...costs of

mental health care...have lagged behind the increases in other
health services.

Cost Savings Studies - Page 5



26. A 1984 NIMH study < AMA News. November 9, 1984 )j which is
the largest and most comprehensive survey to date of mental
disorders indicates that 20X of all adult Americans suffers from
at least one mental disorder. Such disorders were equally
divided between males and females. However, only 1/5th of those
so identified ever saw a mental health professional for
treatment. The rest were seen by their family physician only
and never referred for servces.

|
27. A 1980 article in American Medical News <fQ/10/34) statec
that "...A prepaid mental health care program... appears able to
cut healh expences...." As a result of this intervention and
cost-savings, "...for the first time in three years. Stationers

Corp. did not have an increase in its health insurance
premiurns.”

'23. McDonnell Douglas (and several other companies like Xeros,
Hallmark Cards, Pitney Bowes, and IBM) in providing in-house 1
mental health services for employees "calculates that it saved
$4 mill*ion over 10 ~”~ars"...and other companies also report
lowered costs for medical and disability insurance, fewer
accidents and reduced absenteeism....”

29. A 1980 article in the American Journal of Psychiatry
indicates that only 7.3/ of insured patients had services for
mental health disorders. Of these, over half the claims for
such services were submitted by general physicians and not
mental health professionals.

30. A 1931 study reported in American Medical News <9/4/91)
found that treatment for alcoholism resulted in a savings of
*1.5 million, with "alcoholism rehabilitation programs Chav:ing]
an S5X success rate." A Stress management and health back
programs also saved further money. "...the *2.7 million
estimated savings are "conservative figures..." for New York’
Telephone employees.

Cost Savings Studies - Page 6



31. A 1983 study in the Journal of Pain -found that’
utilization o-f EM6 Biofeedback treatment in patients with
chronic rheumatic back pain resulted in significant positive

changes. "...At the end of the treatment phase and at the 4
month followup the patients in the biofeedback group showed
significant improvements in the duration, intensity, and quality
of their back pain as well as their EMG levels, negative

self-statements, and utilization of the. health care system.”
Non-treated, control groups, and traditionally medically treatec
mgroups showed no improvements in their conditions at all."

Page 7
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Mental care
seen reducing
medical costs

The provision of ne_cessarY. mental
treatment lor many medical paliems can
lead in a decline In subsequent medical
costs, according to a study described in
the October issue of the American loure
nal ol Psychiatry. . o

The savmﬂs are Partlcularly_ significant
among tlu» hospitalized and ‘ihe elderly,
an ording to the report.

The two-part study analyzed data f'om
58 published and unpublished research
reports comparln? hospitalized patients’
medical costs before and after they re-
ceived mental health services. "Eighty-five
percent of all these studies reported ade-
crease in meoical utilization ioliowmg
nsvenotnerapy.' wrote Emily Mumtora.
PhD. .aL the New York State Psychiatric
[nstitute.

She and her coIIea?ues concluded that
the “dearest cost-offset effect appears
largely in the reduction QLinpatient rather
than outpatient costs. ... Older patients
show larger cost-offset effects than
younger ones." _ _

Twenly-iwo of the SB studies dealt with
medical-surgical ﬁatients who received
emotional, psychological, and educa-
tional support during hospitalization.
These studies generally found that these
patients recuperated faster than those who
did not receive such support, with an av-
erage reouction in inpatient length ol stay
bi IS days.

AMER,CAN MEDICAL news .

ANOTHER 26 studies comFared medi-
cal utilization before and arter psycho-
therapy. Twenty of Ihe studies showed an
average decline ot 33% in the use of
meaical services, i-ive other studies com-
paring the use ot inpatient and outpatient
costs after psychotherapy showed that in-
patient costs Qroppen more dramatically.

Dr. Mumtord pointed out that rpsycho—
logical support had a greater effect on
people older than 55. A study of elderly
patients hospitalized for leg fraclures
showed that those who received psychi-
atric consultation left the hospital an av-
erage of 12 days earlier than those who
did not, and "twice as many of the pa-
tients who had been provided (with] con-
sultation returned home rather than being
discharged to a nursing home or other in-
stitution,” the report stated,

The second part of the study was based
on areview of data from the files ot the
8lue Cross/Blue Shield Federal Employes
Plan, which covers 6.7 million people.

Dr. Mumford and her associates, com-
paring claims from individuals who had
received Psychotherapy with those who
had not. found that medical charges for
all patients increased during the study. The
authors reported, however, that "follow-
ing mental health treatment, the medical
care charges ot the treatment group in-
creasea more slowly than the average in-
flation rate ot 1 3.6% per vear.... Incon-
trast. the charges of the comparison group
increased faster than the intfation rate.’

OCTOBER 12 1984 15



Psychotherapy Reduces Costs
For Other Care, Study Shows

Support for the contention that psv-
cnotheraov leads to lower cosls lor
other mcoicai services was bolstered
recently with the completion ot a ma-
jor study at the University of Colora-
do Health Sciences Center.

Researchers Emily Mumford. Her-
bert J. Schlesinger, Gene V. Glass,
Caihleen Patrick (all Ph.D.'s), and
Timothy Cuerdon analyzed 58 cost-
offset studies completed since 1978
and the 1974-78 claims files of the
Blue Cross and Blue Shield Federal
Employees Program (FEP), which
contains insurance information on 6.7
million persons. They found that out-
patient mental health treatment (in-
cludine psychotherapy and less inten-
sive interventions! led to siemncant
reductions in utilization of medical
services, particularly inpatient serv-
ices. '

Their analyses also indicated a larg-
er cost-offset effect among older peo-
ple who had received mental health
treatment than among young or mid-
dle-aged psychotherapy patients.
Their findings will be published in the
October issue of the American Jour-
nal of Psychiatry.

The two sets of data the researchers
analyzed produced similar results.

Data from the 58 cost-offset studies
indicated that in 85 percent of the
studies there was a decrease in medi-
cal care utilization alter psychothera-
py. The researchers analyzed only the
77 studies that could not be biased by
self-selection as in the naturalistic,
'ime-series ones that compared the
individual's medical carc use before

and after psychotherapy. They found
that after mental health treatment, in-
patient hospitalizations were approxi-
mately 1.5 davs shorter ihan those of
the control group's average of 8.7
days.

Most of the experimental (treat-
ment) group received only modest
psychotherapeutic intervention, while
the control ~roup received just a stan-
dard medical regimen.

In five of the controlled experimen-
tal studies, Mumford and her col-
leagues were able to analyze data on
both inpatient and outpatient medical
utilization. The average change after
psychotherapy was -73.4 percent for
inpatient and -22.6 percent for outpa-
tient carc.

Inflation Rate

The researchers also compared the
FEP data with inflation rates for the
five-year study period. They found
that while' medical charges for all
groups increased during this period,
the total care charges for the psycho-
therapy treatment group—all of whom
had at least seven outpatient and no
inpatient visits—increased more slow-
ly than the average inflation rate of
136 percent. Similar charges for the
comparison group increased faster
than did the inflation rate.

After the initial vear. the psycho-
therapy group had sigmncanllv lower

Psychiatric News /September 21,1984

inpatient medicat care cosls in each of
the oiherTour years analyzed. In each
year the treatment group outspcnt the
comparison group tor outpatient cure,
and (he differences remained constant
throughout the period. The cost re-
ductions were thus attributable pri-
marily to lower inpatient costs.

Age

Age turned out to be a significant
factor in the degree of cost-offset fol-
lowing mental health treatment.

Twenty-three of the 58 studies re-
ported the mean age of the subjects,
including 15 studies of inpatients, four
of outpatients, and four of alcoholic
outpatients. In all three settings older
people had greater reductions in medi-
cal care use after mental health treat-
ment.

Comparable results were evident
when they analyzed the FEP data for
age differences. Patients 55 years of
age or older showed the greatest de-
crease in hospital charges after psy-
chotherapeutic intervention. Their av-
erage inpatient medical charges in
1974, the first year of the study peri-
od, were more than S160 higher than
those of the comparison group. By
1978 the treatment group was spend-
ing S70 less than the comparison
group. Differences in outpatient ex-
penses were not significant.

Using research showing that elderly
persons suffer more emotional dis-
tress than younger ones—due largely
to chronic illnesses, loss of friends,
loved ones, or income, and forced
relocation—yel receive proportional-
ly less psychialric care, Mumford and
colleagues suggest that "underutiliza-
tion of mental health services by the
elderly may result in needless suffer-
ing among the elderly and needless
cost to society."

Physicians spend less lime with
their older patients, the researchers
point out, and thus offer little emo-
tional support to the group that could
benefit most from a sympathetic ear.
Nonpsychialric physicians arc often
unaware of how important it is for
them to boost the determination ot
older patients to continue taking med-
ication as prescribed and to follow
other medical advice.

The problem is compounded and
(he cost of medical care increased,
they suggest, by the frequent reluc-
tance of older patients to confide emo-
tional problems to younger physi-
cians, who may in turn neglect to ask
about emotional and psychologicu
problems that may be affecting then
elderly patients.
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POSITION PAPER

Issue: Alaskan Psychologists, although licensed by the State of
Alaska, are omitted from the statutes which determine the type of
care allowed by and covered under the Medicaid program,

Position:  The Alaska Psychological Association is proposing
changes in the current statutes to allow Medicaid patients to
receive psychological services with consumer choice regarding the
licensed provider of the service.

Current statutes create a situation which:

) Discriminates against the needy and those in remote locations;
) Is more costly to the Medicaid system;

) Limits the quality of care available to allAlaskans;

) Results in a restraint of trade.

The proposed changes would correct this situation and allow
psychologists to receive compensation for services provided to
Medicaid patients. Currently, a number of psychologists provide
needed care to Medicaid patients without compensation, or they are
forced to resort to the courts in legal action against agencies of
the State of Alaska to receive compensation. [t is currently the
practice of the Alaska Attorney General's office to settle such
suits out of court when possible. Many psychologists feel that
reasonable changes in the statutes by the legislature are the only



recourse left to them, short of joining the growing number of
costly and time-consuming suits. They have elected to pursue these

changes through their professional Association.

The Federal Medicaid program allows the various states to determine

eligibility and types of care covered by the program.

A variety of other professional health services are provided for
under Alaska statutes pertaining to Medicaid. These include
optometrists, physical therapists, nurse midwives, physicians and

others.

A growing number of states, currently about half, provide for

Medicaid recipients "0 receive independent psychological services.

People covered by private insurance and even employees of the State
of Alaska covered by Alaska®"s employee health care plans are able

to receive the services of an independent psychologist.

However, Alaskans who are Medicaid recipients may not choose freely
between equally qualified providers. They are also denied equal

access to treatment by care providers offering non-drug approaches.

The Alaska Psychological Association hereby requests your support
of Senate Bill 29, which allows Medicaid recipients access to

psychological services.



STATE OF ALASKA BILLVERSION: CSHB 274 (HESS) N
1990 LEGISLATIVE SESSION PUBLISHDATE: .HO.USE_3/13/90

FISCAL NOTE
REQUEST:

Revision Date: 2/13/90 Aeencv Affectede Health and Social Services
Tide:An Act Relating to Psychologists” BRtT? Medical Assistance

Services Medical Assistance Administration
Sponsor: House HESS Committe Pnmjvwrwe- Medicaid Non-Facility
Requestor: _ Claims Processing

EXPENDITURES/REVENUES: (Thousands of Dol lars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 9%
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 61,2 714 81 .ft 93,7 107.4 17ft.1
SUPPLIES n n n 0. 0 n
EQUIPMENT 0 > 0 0 0 o
LAND A STRUCTURES n n n 0 .0 n
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MISCELLANEOUS n - n n 0 n n
TOTAL OPERATING 352.4 7G0.2 944 .4 1,143.5 1,385.0 1,678.0

CAPITAL 0 0 0 0O o 0 0

REVENUE 0 0 0 n n n

FUNDING: (Thousands of Dollars)

GENERAL FUND 168.4 372.2 451.7 548.3 665.6 803.2
FEDERAL FUNDS 184.0 408.0 492.7 595,2 719.4 869-8
OTHER 0 — 0 ) 0 , 0
TOTAL 302.4 >8%.1 944.4 171435 1,385.0 1,673.0
POSITIONS: 1

FULL-TIME 0 0 0 0 n n
PART-TIME n n n n n
TEMPORARY — D n f)

ANALYSIS : (Anaeh aseparate page if necessary)

See attached analysis. As published, HB No. 274 has no effective date.
The starting date of the addition of psychologists®™ services to the
Medicaid Program is assumed to be January 1, 1991..

Prepared by th>nr ..465_3355
Division :» Division of Medical Assistance Half ~ '13-7 d
Approved by Commissioner: __ *7 ? t f U->u2sy® Date: 2 -
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Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency (its) page of



House Bill No. 274
Fiscal Note Attachment
Cost Analysis for Psychologists®™ Services

Contractual Costs

a.

The Alaska Medical Payments System will require modification to
pay psychologists as a nev service. The contractual costs
include the following: provider manuals, training, a new
claims form, tables included in the system for psychologists®
services, computer programming, computer reports, the addition
of collocation codes, the provision of notice to providers,
provider relations, and a computer system test. This 1is a
one-time FY91 cost of 30.0. (15.0 FED, 15.0 SGFM)

The Division of Medical Assistance must pay the claims proces—
sing contractor $6.23 for each claim processed. Estimated
claims volume for FY91 is 5,000, assuming a January 1, 1991
start date. FY91 processing costs m31.2. All costs of claims
processing are 752 FED, 252 SGFM.

New Grants/Claims Costs

There is no accurate method for determining the numbers of
Medicaid eligibles who will use this new coverage, the numbers
of providers who will choose to enroll, and the initial costs
per type of service that they will provide. Cost estimates are
based on the following assumptions:

(1) 50 psychologists will enroll as providers in the first
year.

(2) Approximately 24 of these new providers are currently
providing services indirectly, supervised by and/or
billing through a physician or psychiatrist. About half
of these are billing Medicaid at a rate 15Z lower than the
rate charged by psychiatrists. Payments to the 12 now
billing at the higher rate will be reduced by $14,400 (15Z
reduction X $8,000 current average psychiatrist®s Medicaid
billing per year, X 12 psychologists = $14,400 Medicaid
savings).

(3) Logic suggests that billings from physicians and psychia—
trists who supervise the psychologists now providing
services to Medicaid eligibles would decrease if these
psychologists were to enroll directly. However, experi—
ence in other states that have added psychologists”
services has varied so much on this point that we cannot
safely assume any decrease in current billings.

(4) Approximately 26 psychologists in private practice who are
not currently serving Medicaid recipients will enroll.
Alaska Psychological Association data indicates these new
providers will see an average of 21 patients per week for
a total of 34 hours per week, and that they charge $90 per

hour for private sessions.
" page 2 of. 3



(b)

CSHB 27A(HESS) No.
HOUSE 3/13/90

(5) We assume that psychologists will not differ from other
medical professionals enrolled as Medicaid providers, 1in
that Medicaid patients will, on average, not exceed 15% of
their total patient load. Cost for new providers will be
34 hours per week X $90/hour X 15% X 50 weeks/year X 26
psychologists ““$596,700.

(6) $596,700 new costs minus $14,400 savings mm $582,300 net
coots for a full year of psychologists®™ services. The
time required for data system changes, promulgation of
regulations, and provider enrollment activities necessi—
tate a starting date no earlier than January 1, 1991.
FY91 costs will therefore be 50% of a full year:

145.6 SGFM
145.6 FED
291.2 Total

Costs for FY92 through FY96 are computed from the FY90 base
estimate, adjusted for a full year, and increased annually by
21.7% (7.1% for price increases, 4.2% for increases in the
number of eligible recipients, and 10.4% for utilization
increases).

Claims processing costs are billed at $6.23 per claim. For
FY92 through FY96, FY91 costs, adjusted for a full year, are
increased by 14.6% annually (4.2% for increases in the number
of eligible recipients, and 10.4% for utilization increases).

page
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Ilgatg Referred: April 27, 1989 FURTHER REFERRALS:
Wi Date of Committee Action: m |m - &

The -FINANCE Committee considered: ﬂ'BZ@

HOUSE BILL. NO*5276 [PERMANENT FUND - AMERADA HESS LITIGATION]

"An Act amending the permanent fund dividend fund statutes to permit vAf
litigation of State v. Amerada Hess in Alaska courts; and providing for.an
effective date.”

RECOMMENDATIONS: the same title
NEX]j be replaced with new title

[ ] have attached amendment(s)
do Pass

] do not pass

] no recommendation

] individual recommendations

] additional referral to the Committee
ADOPTS: _letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:

(Dept) . (Date/Dept)

[ 1 fiscal impact [T fiscal note(s)
[ ] zero fiscal note ("™ 0*0 zero fiscal note (s) ~fj7? >(N-T
[ ] zero with analysis \ ] zero fn/analysis
SIGNING DO PASS: SIGNING:
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STATE OF ALASKA BILL VERSION: HB 276
1989 LEGISLATIVE SESSION rUBLISH DATE: HOUSE 4/7/89

FISCAL NOTE

REQUEST

Revision Date: Agency Affected: Revenue

Title: An Act amending the PFD statutes BRU: Permanent Fund Dividend Division
Sponsor: Rules/Governor Components: Permanent Fund Dividend
Requestor: Rules Division

EXPENDITURES/REVENUES: (Thousands of Dollars)

Adopdxd

| 1FY 89 1 FY 90 1FY 91 1FY 92 1 FY 93 1 FY 94

i OPERATING 1 1 1 1 1 1

| PERSONAL SERVICES | -0- | -0- | -0- | -0- | -0- | -0-
| TRAVEL | -o- h—o— | -0- | -0- | -0- | -o0-
| CONTRACTUAL | -o- -0 - | -0 | -0- | -0- | -0

| SUPPLIES | -0- i -0- | -o- | -0- | -0- | -o-
| EQUIPMENT | -0- | -0- | -0- | -0- | -0- | -o-
| LANDS & STRUCTURES | -0- | -0- | -0- | -0- | -0- | -o-
| GRANTS, CLAIMS | -0- | -o- | -0- | -0- | -0- | -o-
' MISCELLANEOUS I -0 - | -0- i -0- | -0 - | -o- | -0 -
1 TOTAL OPERATING I -0 - | -0- | -0- | -0- | -0- | -o-
1 CAPITAL 1-0- | -0- | -0- | -0- | -0- | -0-
1 REVENUE 1-0- | -0- | -0- 1 -0- | -0- | -0-
FUNDING: (Thousands of Dollars)

| GENERAL FUND | -0- | -0- | -0- | -0- | -0- | -0-
| FEDERAL FUNDS | -0- | -0- | -0- | -0- | -0- 1 -0-
1 OTHER | -0- | -0- | -0- | -0- | -0- | -0-
1 TOTAL 1 -0- | -0- | -0- | -0- | -0- | -0-
POSITIONS:

| FULL-TIME | -0- | -0- | -0- | -0- | -0- | -0-
| PART-TIME | -0- | -0- | -0- | -0- | -0- | -0-
1 TEMTORARY A 1 -0- | -0- | -0- | -0- | -0- | -0-

have no affect on the administration of the dividend program.

Trepared By: E Thone: . 465-2323
Division: Permanent Fund Divide Date: April 1989-
Approved by Comr. issiorv Date

Agency: Reve

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page of



STATE OF ALASKA BILLVERSION: ~ HB 276
1989 LEGISLATIVE SESSION PUBLISHDATE:  HOUSE 4/7/89

FISCAL NOTE
REQUEST:

Revuioa Date: o Agency Affected: Revenue-APFC
TitlezAmending the PF dividend fund BRU:
statutes to permit litigation of State v. Ameradakess

Sooosor: Rules-Request of Governor Components:.
Requestor: .Cgygmpr

EXPENDITURES/REVENUES: (Thousands of DoDan)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 4

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
BQUIPMENT

LAND A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

| REVENUE J

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER
&

J2E8_ R P
POSITIONS:

FULL-11ME
PART-TIME
TEMPORARY

ANALYSIS : (AttachasepMe page ifnecessary)

No fiscal impact - see attached

Prcperedby: . L Phone:165-2047.
Division: David A. Rose, Exec. Director s/ Date: - ril 19ft9
Alaska Permanent FuiJjtJ®orpCTatio>
Approvedby Cnmmiwwiw: / S/v /a Date:
Agency: —/ / i
Distribution (by preparer): 7
Legislative Finance
Legislative Sponsor

Requestor
Office ofManagement and Budget

Impacted Agency(iies) page. of



HB 276
HOUSE 4/7/89

Continuation of Fiscal Note/Bill Analysis

Permanent Fund Dividend Fund Statute Amendment to Permit
Litigation of state v. Amerada Hess in Alaska

This b ill would eliminate certain due process arguments
currently advanced by the defendants in State v. Amerada
Hess, by neutralizing the impact upon Permanent Fund
dividends of a decision favorable to the State. The Alaska
Permanent Fund's legally mandated share of all funds
received in a settlement of the litigation, including
associated interest, would be credited to the principal of
the Fund at the time of receipt. It is expected that the
settlement could range from $400 m illion to $2.6 billion,
the latter number estimated by the defendants.

AIll future earnings on this portion of Fund principal would
be forever excluded from Permanent Fund dividend
calculations. In this manner, the b ill prevents all income

earned from a judgment favorable to the State from entering
the Permanent Fund dividend stream, and makes it possible to
continue the trial in an Alaska court on schedule.

Page 2 of 2
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CS FOR HOUSE BILL NO, 276 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to transfers to the dividend fund;

BE

and providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.23.045(b) 1is amended to read:

(b) Notwithstanding any contrary provision of law, each year the
commissioner shall transfer to the dividend fund 50 percent of the
income of theAlaska permanent fund earned during the fiscal year
ending on June30 of the current year and available for distribution.
However, income earned on money awarded after trial in State v.
Amerada Hess, et al. , 1JU-77-847 Civ. (Superior Court, First Judicial
District) shall be treated in the same manner as other income of the
Alaska permanent fund, except that it is not available fordistribu—

tion to the dividend fund.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

-1- CSHB 276 (Fin)



S tate of A laska
OFFICE OF THE GOVERNOR

April 7, 1989

The Honorable Sam Cotten
Speaker of the House
Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. I1l1lI, sec. 18, of the Alaska
Constitution, 1 am transmitting a bill that amends AS 43.-
23.045 by excluding potential revenue from the State v.
Amerada Hess case from the permanent fund earnings available
for distribution as dividends.

Under current law, the commissioner of revenue must transfer
to the dividend fund 50 percent of the income of the Alaska
permanent fund which 1is determined to be available for
distribution. Normally this would include <1income derived
from litigation 1involving the state"s royalties. However,

in November 1987 three defendants 1in the State v. Amerada
Hess royalty Jlitigation filed suit in federal court to
prevent that case from being tried 1in any court in Alaska.

Standard Alaska Petroleum, Exxon, and Chevron USA claim that
no judge or jJury in Alaska can provide them with a fair
trial since all judges and jurors have a financial stake in
the outcome and are, therefore, unconstitutionally biased.

In particular, the companies assert that these judges and
jurors qualify for permanent fund dividends and would finan—
cially benefit if the state prevailed 1in the Amerada Hess
case because any money awarded the state would increase the
amount available for distribution.

The state Department of Law 1is vigorously contesting this
claim and was successful 1in having the federal case dis—

missed 1in the United States District Court. However, the
matter has been appealed to, and 1is pending before, the
Court of Appeals for the Ninth Circuit. Were we to lose

this case, the state would be faced with having a non-Alaska
court interpreting the meaning of an Alaska lease form and
deciding fundamental state policies regarding oil and gas
leasing in this state. IT the case 1is still on appeal at
the time of trial, now scheduled for April 4, 1990, there
would be a cloud hanging over the lengthy proceedings, per—
haps compelling enough to lead to further postponements.



The Honorable Sam Cotten

This bill would eliminate the due process arguments advanced
by the companies, thus making it possible for the trial to
stay on schedule 1in an Alaska court where it belongs. This
result is achieved by preventing 1income earned from any
judgment favorable to the state from entering the permanent
fund dividend stream. This sacrifice 1is a small price to
pay for assuring that Alaska p<b5urt® will be the final arbi—
ters of Alaska royalty law.
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c~3 i~ C STEVE COWPER, GOVERNOR

Al REPLY TO:

DEPARTI\/IENT OF LAW 3 1081 W 4th AVENUE

SUITE 200
ANCHORAGE, ALASKA 99501-1994
OFFICE OF THEATTORNEY GENERAL PHONE: (907) 276-3550

7 1st NATIONAL CENTER
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALAFKA 99701-4679

April 10, 1989 B EX&] BOX  STATE CAPITOL
JUNEAU  ALASKA 99B11-0300
PHONE (907) 465-3600

The Honorable H. A. Boucher

Chair, House State Affairs Committee
Alaska State Legislature

P.O. Box V

Juneau, Alaska 99811

Re: Proposed committee
substitute for HB 276
Our file: 773-89-0114

Dear Representative Boucher:

It has come to our attention that the title of HB 276
could be made more specific and that it would be helpful to make
express a point that is now only implied in the amendment in sec.
1 of the original bill. A proposed committee substitute, drafted
for possible adoption by your committee, 1is attached.

The change in the bill title makes clear that the bill
is to prevent amounts received as a result of the State wv.
Amerada Hess litigation from being used for permanent fund divi—
dends. Thecurrent title merely indicates that the effect of the
bill will be to permit litigation of that case in Alaska courts
and thus make moot the current 1legal challenge to having that
case heard by an Alaska court.

With regard to the change in the text, the original
version of the bill relies on the application of existing law
with regard to oil and gas 1income. The change offered by this
draft committee substitute makes clear that money received as a
result of the State v. Amerada Hess litigation will be treated
the same as other income of the Alaska permanent fund, except for



Honorable H. A. Boucher, Chair April 10, 1989
House State Affairs Committee Page 2
Our fFile: 773-89-0114

permanent fund dividends. Both versions make clear that that
money 1is not available for distribution to the dividend fund from

which permanent fund dividends are paid.
Thank you for your consideration of this matter.
Yours truly,

DOUGLAS B. BAILY
ATTORNEY GENERAL

By:
Arthur H. Peterson
Assistant Attorney General

AHP/cb
Enclosure

cc w/encl.: Robert A. Evans
Legislative Liaison
Office of the Governor

Bruce Botehlo
Assistant Attorney General
Juneau



MEMORANDUM State of Alaska

Department of Law
Members of the Legislature oate April 24, 1989

FILE NO
465-3600

subject HB 276 and the recent
court decision in
Standard v. Schaible

FROM Douglas
Attorney General

The recent Ninth Circuit Court of Appeals decision 1in
Standard v. Schaible did not resolve the bias issue - it only
delayed its resolution. Basically, the court ruled that the
issue was not "ripe", and that the federal courts would rule on
the issue only after the Alaska courts had the initial chance to
decide whether there was unconstitutional bias because of the
potential impact of the Amerada Hess case on the amount of
Permanent Fund dividends. The matter was dismissed "without
prejudice”™ and with the express invitation to the Producers to
come back to the federal courts if the State did not provide a
fair and unbiased forum for the resolution of the dispute. The
Ninth Circuit Court of Appeals stated:

In dismissing this matter without prejudice, the
district court issued a challenge to the State of
Alaska to provide a forum which will ensure a fair
trial before an unbiased judge and unbiased jurors
within a reasonable time. The district court
invited the Producers "to reopen this federal
case" if the State Officials fail to provide an
unbiased Tforum within a reasonable tinme. We
applaud the district court's wise resolution of a
very delicate test of the joint responsibility of
state and federal courts to provide every person
with due process.

The burden, therefore, is still on the State to
guarantee a fair tribunal. Without passage of legislation, the
State would have to convince both the state courts and the
federal courts that the effect on Permanent Fund dividends does
not raise constitutional problems. Failure to convince either
tribuanl would result in losing the state forum. In essence, the
Ninth Circuit Court of Appeals merely passed on the issue for the
time being, reserving its look at the issue until after the state
Superior Court and Supreme Cr :t has a chance to make the initial
judgment.

DBB:jf
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ALASKA OILCOMPANY ageneralpart-

nership, and Charter 0il (Alaska), Inc.,
acorporation. Appellants,

Vv,
STATE OF ALASKA. Appellee.

Civ. A. Nos. A83-428, A83-129.
Bankruptcy Nos. [-82-0000-1,
1-82-0000-2.

United States District Court,
D. Alaska.

Jan. 4, 1985,

On appeal from decision in the United
States Bankruptcy Court, David N. Naugle,
J.oruling for debtors, but denying attorney
fee award, debtors moved for recusal. The
District Court, Fitzgerald, 1., held that
judge’s entitlement, as Alaska resident, to

Alaska permanent fund dividend was nei-
ther “financial interest in the subject mat-

ter in controversy” nor "any other interest
that could be substantially affected by the

outcome of the proceedings” so as to re-

quire disqualification from
which involved amounts

hearing appeal
which debtors

owed state as royalties under mineral leas-

£s.
So ordered.

Lo Judges <5=42

Entitlement of federal judge, as resi-
perma-

dent of Alaska, to dividends from
nent funu and in which percentage of all
mineral lease rentals, royalties,
ceived by state is placed, is not "financial
interest,"” within meaning of statute which
governs disqualification of federal judges
in Alaska permanent fund, since
ership interest in permanent fund. 28 U.S.
C.A.§ 455,
See publication Words and Phrases

for other judicial constructions and
definitions.

2. Judges t=>39

Alaska permanent fund, in which per-

centage of mineral lease rentals, royalties,

ete., re-

entitle-
ment to dividend does not confer any own-

45 BANKRUPTCY REPORTER

etc., received by state is placed, was nor
part of “subject matter in controversy
within statute which governs judge's rl,.
qualification, in appeal from decision
bankruptey court dismissing involuntar.
bankruptcy proceedings, in which basic
sue faced was whether state was entitle:
to additional payments under royalty oil
sale agreement with debtor; rather, on ar-
peal, issues were whether bankruptcy cour.
should have entered findings of fact ar”:
conclusions of law and whether bankruptey
court should have awarded attorney fees to
debtors. 28 U.S.C.A. § 455,

See publication Words and Phrases
for other judicial constructions and
definitions.

3. Judges <£=39

Entitlement of federal judge, as resi-
dentof Alaska, to dividend from permanent
fund, in which percentage of mineral lease
rentals, royalties, etc., received by state is
placed, did not warrant disqualification of
judge, for having "any other interest that
could be substantially affected by the out-

come of the proceeding” from presiding
over appeal in bankruptcy initiated by
state’s involuntary petitions against oil

companies, in which permanent fund was
only indirectly implicated and amount at
stake was possible increase in individual
dividends of only $1.78 annvally. 28 U.S.
C.A. 8 455(b)(4).

See publication Words and Phrases
for other judicial constructions and
definitions.

Charles E. Cole, Law Offices of Charles
E. Cole. Fairbanks, Alaska, Stuart L. Kadi-
son, Lee L. Blackman, Monica Bachner.
Kadison, Pfaelzer, Woodard, Quinn & Ros-
si, Los Angeles, Cal.,, Stephen D. Busey.
Douglas P. McClurg, Smith & Hlsey
Jacksonville, Fla., Richard B. Levin. Antho-
ny Castanares, members of Stutman. Treis-
ter & Glatt, Professional Corp., Los AR
les, Cal., for appellants.

Norman C. Gorsttch, Atty. Gen. of State
of Alaska, Juneau, Alaska, Haley J. From-
holz, Jonathan M. Llanders, Kenneth M
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Glazier, Steven S. Rosenthal, Morrison &
Foerster, Los Angeles, Cal., for appellee.

OPINION

FITZGERALD, District Judge.
Background

The original dispute had to do with the
sale of oil which the State of Alaska was
entitled to receive as “in kind” royalties
under its North Slope mineral leases. Ap-
pellant Alaska 0il Co. (AOC) succeeded in
1979 to the obligations to purchase the
royalty oil under a 1978 contract. Charter
0il (Alaska), Inc. (COA) owns a majority
interest in AOC,

A dispute arose as to whether AOC ful-
filled its contractual obligations under the
agreement. In December 1981 A0 C filed
suit for declaratory judgment against the
state in the state superior court.l In Feb-
ruary 1982 the state filed involuntary peti-
tions in bankruptcy against AOC and COA
seeking payments allegedly due under the
contract!

Judge David N. Naugle, Bankruptcy
Judge for the Central District of California,
was designated by Chief Judge James
Browning of the Ninth Circuit to Alaska
Ind was assigned the bankruptcy court
proceedings. On Januvary 21, 1983 after
five days of trial. Judge Naugle ruled in
favorof AOC and COA, and requested that
the companies submit proposed findings of
fact and conclusions of law. AO0C and
COA did so on February 11, 1953 and also
filed @ Motion for an Award of Reasonable
Attorneys® Fees. At a post-trial hearing on
April 27, 1983 the court denied the award
of attorneys' fees. It also settled the find-
ings of fact and conclusions of law, and
announced them from the bench.

The state then requested that the court
not enter adverse findings, and, at the
court's suggestion, the state moved for
leave to dismiss the petitions with prejudice
without formal entry of findings of fact

I. Alaska Oil Go. v. State of Alaska, No. 4FA
81-2071 (filed December 17, 1981).

and conclusions of law. 0n June 15 1983,
the bankruptey court granted the state's
motions. The Order of Dismissal, entered
on June 29, 1983 specifically denied the
request for entry of findings and conclu-
sions and the request for attorneys' fees.

On July 7,1983 A0¢C and COA appealed
to this court. The case was initially as-
signed to Judge von der Heydt, but later
reassigned to me. On appeal, AOC and
COA seek reversal of the decision of the
bankruptcy court, and a remand with in-
structions to enter the settled findings of
fact and conclusions of law and to deter-
mine and enter judgment for the reason-
able attorneys' fees incurred by AOC and
COA.

On October 25, 1983, appellants A0 C and
COA filed a Motion for Recusal, requesting
that | disqualify myself from hearing the
appeal, and that the Chief Judge of the
Ninth Circuit designate a nonresident dis-
trict judge to preside. In support of their
motion, AOC and COA cite 28U .5.¢. § 455
(1982) which provides for disqualification if
a judge has “a financial interest in the
subject matter in controversy or any
other interest that could be substantially
affected by the outcome of the proceed-
ing." AOC and COA observe that a por-
tion of any income the state might recover
in this action would be deposited in the
state's permanent fund, and that part of
the income from the fund would be distrib-
uted to all Alaska residents, including resi-
dent federal judges, as a permanent fund
dividend. This, AOC and COA reason,
gives the judge an "interest” in the pro-
ceedings, thus requiring disqualification.
Applicable Statutes

Title 28U.5.c. § 455(1982) provides for
disqualification of federal judges under cer-
tain circum stances. In relevant part, this
statute reads:

(a)  Any justice, judge, or magistrate of
the United States shall disqualify himself
inany proceeding in which his impartiali-
ty might reasonably be questioned.

2. In re Alaska 0Oil (., No. 1-82-00001
(Bankr.Ct. filed February 26, 1982); In re Char—
ter Gil Blad@), Irc.. No. 1032-00002 (Bankr.Ct.
filed February 26. 1982).
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(b) He shall also disqualify himself in
the following circumstances:

(4) He knows that he, individually or
as a fiduciary, or his spouse or minor
child residing in his household, has a
financial interest in the subject matter
in controversy or in a party to the
proceeding, or any other interest that
could be substantially affected by the
outcome of the proceeding;

(d) For the purposes of this section the
following words or phrases shall have
the meaning indicated:

(1) “proceeding” includes
trial, appellate review, or other stages
of litigation;

(4) “financial interest”
ership of a legal or equitable interest,
however small
(e) No

justice, judge, or magistrate

shall accept from the parties to the pro-
ceeding a waiver of any ground for dis-

qualification enumerated in subsection

(b).
The Alaska permanent fund was created

by art. 1X, § 15 of the Alaska Constitution
which provides:

At least twenty-five percent of all min-

eral lease rentals, royalties, royalty sale

proceeds, federal mineral revenue shar-

ing payments and bonuses received by
the State shall be placed in a permanent
fund, the principal of which shall be used

only for those income-producing invest-

ments specifically designated by law as
eligible for permanent fund investments.
AIl income from the permanent fund
shall be deposited in the general fund
unless otherwise provided by law.

Alaska Stat. title 43, ch. 23 (1983) pro-
vides for permanent fund dividends. Un-

der this statute, 50% of the income from
the permanent fund is transferred each
year to the dividend fund. Alaska Stat.
§ 43.23.045(b) (1983). The dividend fund is
then distributed each year in equal shares
to all eligible Alaska residents. Id. § 43.-

pretrial,

means own-

45 BANKRUPTCY REPORTER

23.025. In general, an individual who ha*
been a state resident for at least six
months is eligible to receive a permanent
fund dividend. 1d. § 43.23.005(a).

Issues

(1) Do the federal judges of the District
of Alaska have a “financial interest." a?
that term is defined in 28 U.5.C. § 455, &
the Alaska permanent fund?

(2) Is the Alaska permanent fund parto:
the "subject matter in controversy”?

(3) Does the judge's entitlement to a per-
manent fund dividend constitute “any other
interest thatcould be substantially affected
by the outcome of the proceeding”?

Title 28 U.S.C. § 455 defines "financial
interest" as "ownership of a legal or equi-
table interest however small.” | must ini-
tially determine whether as an Alaska resi-
dent | have a “financial interest" in the
Alaska permanent fund.

Alaska Constitution art. IX, § 15 man-
dates that "[a]t least twenty-five percent of
all mineral lease ... royalties [and] royalty
sale proceeds” be placed in the permanent
fund. In these involuntary bankruptcy
proceedings, the state seeks payments al-
legedly due under a contract for the sale of
the state's royalty oil. Thus, if successful,
any money recovered by the state would
constitute “royalty sale proceeds,” and at
least 25% would be deposited in the perma-

nent fund. Under the statutes providing
for the permanent fund dividend, half of
the annual income from these proceeds
would be distributed to all eligible resi-
dents. Alaska Stat. §§8 43.23.025, 43.23.045
(1983).
(1] lconclude that entitlement to a per-

manent fund dividend is not a “"financial
interest” as that term is defined in 2f

U.S.C. § 455(d)(4). Entitlement to a divi-
dend does not confer any "ownership" in-
terest in the permanent fund. The com-
mentary on Canon 3(C) of the ABA Code of
Judicial Conduct, on which § 455 was
based, supports this conclusion:
Not all of a judge’s economic interests
are defined as “financial interests." .-
The "financial interest" of a judge that
will disqualify him is his direct legal or
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Cl(eu45 B.R.358 (D C. 198S)

equitable ownership no matter how

small ... in the subject matter in a pro-

ceeding before him.
E.Thode, Reporter's Notes to Code of Judi-
cial Conduct, 69-70 (1973) (emphasis add-
ed). The reporter further noted that cer-
tain interests were not direct financial in-
terests. These included financial interests
asacustomer of a public or private utility,
as a taxpayer, and as a premium payerin a
stock insurance company. Id. at 66, see
also New Orleans Public Service. Inc. v.
United Gas Pipe Line Co., 719 F.2d 133,
734 (5th Cir.1983) (en banc) (holding that
judge'sstatus as rate payer did not require
automatic disqualification); In re New Mex-
ico Natural Gas Antitrust Litigation, 620
F.2d 794 (10th Cir.1980) (same).

| therefore conclude that | do not, as an
Alaska resident, have a "financial interest"
in the permanent fund.

2] Turning to the second part of the

statutory requirement for disqualification
based on “financial interest," | further con-
clude that the permanent fund is not a part
of the "subject matter in controversy.”
The case at bar in the district court is an
appeal from a decision of the bankruptcy
court dismissing the involuntary bankrupt-
¢y proceedings. One of the basic issues
faced by the bankruptcy court was whether
the state was entitled to additional pay-
ments under the royalty oil sale agreement.
Thus the permanent fund was more direct-
ly implicated in the bankruptcy court pro-
ceedings.

The same is not true in this court, how -
gver. There are two issues before me in
this appeal: (1) whether the bankruptcy
court should have entered findings of fact
and conclusions of law, and (2) whether the
bankruptey court should have awarded at-
torneys fees to AOC and COA. Whatever
decision | make here can have no direct
effect on the permanent fund.

AOC and COA argue, however, that the
statute’s focus on “the subject matter in
controversy,” rather than on the particular
issue to be resolved, requires a broad inter-

3. See Appellants' Reply to the State ol Alaska’
Opposition to Motion for Recusal at 3-4 (filed

pretation of "the subject matter in contro-
versy." 3 The companies suggest that the
permanent fund is indeed partof the larger
“subject matter in controversy" for these
reasons: The merits of the royalty pay-
ment dispute are currently before the state
superior court in a declaratory judgment
action. If the bankruptcey court is ordered
to enter findings of fact and conclusions of
law, the state court judge may give such
findings and conclusions collateral estoppel
effect in the state court proceeding. The
outcome of the underlying royalty payment
dispute, and potential permanent fund reve-
nues, thus may be affected by whether or
not | direct the bankruptey court to enter
findings and conclusions.

[conclude otherwise. W hile the proceed-
ings in bankruptcy court may have had an
impact on the amount of revenue obtained
by the state for the permanent fund, the
issues raised on appeal are otherwise. Per-
manent fund revenues are not at stake in
this appeal. | therefore conclude that the
permanent fund is not part of the "subject
matter in controversy" before me.

Given my conclusion that entitlement to
a permanent fund dividend is not a "finan-
cial interest in the subject matter in contro-
versy," I now turn to the second provision
of 28 U.S.C. § 455(b)(4). This provision
requires disqualification if a judge has
“any other interest that could be substan-
tially affected by the outcome of the pro-
ceeding.” The term "other interest” is not
defined in the statute. Whereas the first
provision of § 455(b)(4) requires disqualifi-
cation for any financial interest, "however
small," id. § 455(d)(4), the second provision
applies only to those other interests which
could be “substantially affected" by the
outcome.

It has been suggested that the outcome
of this test should “depend on the interac-
tion of two variables: the remoteness of
the interest and its extent or degree."
Note, Disqualification ofJudges and Jus-
tices in the Federal Courts, 86 Harv.L.
Rev. 736, 753 (1973). To elaborate,

November 15, 1983).
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If the interest strongly resembles a di-
rect interest— for example, stock held in
a subsidiary (or parent) of the corporate
party—any amount should disqualify,
just as does any stock held in the party
itself. As the interest becomes less di-
rect, such as that in an enterprise carry-
ing on business with the party, only if
the extent of the interest is itself sub-
stantial can the judge's impartiality rea-
sonably be questioned.
Id.; see also In re Virginia Electric and
Power Co., 539 F.2d 357, 368 (4th Cir.1976);
13A C. Wright, A. Miller & E. Cooper,
Federal Practice and Procedure § 3547
(2d ed. 1984).

[3] Applying this analysis to the facts

I conclude entitle-
ment to a permanent fund dividend does
not warrant disqualification.

of the case before me,

First, as dis-
cussed abo-,e, the permanent fund is only
indirectly implicated in this appeal. My
decision here will not directly increase or
decrease permanent fund revenues. Sec-
ond, the extent of my interest is very small.
AOC and COA themselves estimate that
the amount at stake in these proceedings
might translate into an increase of S1.78 in
the annual permanent fund dividend for
each Alaska resident.4 Thi small amount,
coupled with the indirectness of the effect,
does not rise to the level of “any other
interest that could be substantially affect-
ed."
sions of the Fourth and Tenth Circuits in
which small, indirect, potential benefits
were held to not require disqualification.
See In re New Mexico Natural Gas Anti-
trust Litigation, 620 F.2d 794 (10th Cir.
1980); In re Virginia Electric and Power
Co., 539 F.2d 357 (4th Cir.1976).

This conclusion comports with deci-

in In re New Mexico Natural Gas, the
Tenth Circuit identified additional factors
to be considered under the "substantially
affected" provision of 8§ 455(b)(4). The
court observed:
In view of the statutory requirement
that interests must be substantially af-
fected before recusal is required, we be-

4, See Affidavit of Charles E. Cole in Support of
Motion for Recusal, exhibit 2 at 11-12 (filed

45 BANKRUPTCY REPORTER

lieve Congress did not intend to require
disqualification in all cases in which the
judge might benefit as a member of the
general public. We realize that recusal
would be required by the statute if the
judge owned even one share of stock ina
party to the litigation. But an interest
shared by the judge in common with the
public is distinguishable for at least two
reasons, hirst, the policy to promote
public confidence in the impartiality of
the judicial system is not served to as
great an extent by disqualifying a judge
who would receive only such a benefit.
It is not simply a question of de minimis
effect; a personal benefit or detriment
shared in common with the community at
large is perceived to have a different
psychological effect on a judge than
would a benefit or detriment not so
shared.

Second, practical problems abound if
recusal is required whenever a judge
benefits simply as a member of the com-
mon populace.
today that can have far-reaching effects
For
instance, an antitrust suit against a ma-
jor oil company could reduce gasoline
prices within the entire United States,
and hence affect the transportation costs
of every judge.

There is much litigation

on large segments of the nation.

The ratemaking pro-
ceedings of public utility commissions
throughout the nation are reviewed by
the courts in the states involved, where
most of the reviewing judges are custom-
ers of the telephone, electric, water or
gas company; yet there is no suggestion
in any cases we have seen that these
judges should disqualify
Federal and state judges sit every day on

themselves.

tort, patent or other cases in which po-
tentially large verdicts could affect an
insurance or other company’s profitabili-
ty. and the loser is in a position to pass
the loss on through higher future costs
which increase the judges’ cost of living.

620 F.2d at 796-97.
Similar considerations apply here. Ac-

cording to the records of the Clerk of the

October 25. 1933).
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Court for this district, 61 cases have been
filed here since 1981 which likely involve
potential permanent fund revenues. This
averages 15 cases peryear, and these cases

often entail far-reaching and complex liti-

gation. Moreover. | note that the state is
entitled to 90Tc of oil revenues received by
the federal government from federal oil
leases in the state. Cases involving federal
leases thus may also have an impact on the
permanent fund. It is readily apparent
that frequent assignment of nonresident
judges to hear these cases would impair
the effective administration of justice in
the federal court in the District of Alaska.

For these reasons, | conclude that my
entitlement to an Alaska permanent fund

dividend does not constitute either a “finan-
cial interest in the subject matter in contro-

versy” nor "any other interest that could
be substantially affected by the outcome of
the proceedings." Accordingly, there are
no grounds for disqualification under 28
U.S.C. § 455, The Motion for Recusal is
therefore DENIED .

ORDERED ACCORDINGLY.

In re STORAGE TECHNOLOGY
CORPORATION. Debtor.
BENDER & TREECE, P.C.. Movant,
V.

STORAGE TECHNOLOGY
CORPORATION,
Respondent.

Bankruptcy No. 84 B 05377 G.
Motion No. 1130J43.

United States District Court.
D. Colorado.

Jan. 7. 1985,

As Amended Jan. 8. 1985,

Former counsel for Chapter 11 debtor
moved for relief from automatic stay to

perfect and otherwise enforce its attorneys’
lien. The District Court, Roland J. Brum -
baugh, J., held that lien was statutory and
thatcounsel violated autom atic stay when it
filed its notice of lien after the bankruptcy
filing.

Motion denied.

1 Bankruptey ©=191

An attorneys' lien is “statutory" for
purpose of avoiding the fixing of a statuto-
ry lien. Bankr.Code, 11 U.S.C.A.
§8 101(45), 545(2).
Se pdication Witk ad Fhrasss
for ater juddd acosnudias ad
cHfintias
2. Attorney and Client © =174

Under Colorado law, an attorneys’ lien
does not exist apart from statute. C.R.S.
12-5-119, 12-5-120.

3. Attorney and Client <5=174

Attorneys'lien arises solely by force of
a statute on specified conditions, ie. en-
titlement to the fruits of a suit or settle-
ment accruing to the client.

4. Bankruptey © =659(3)

Attorneys having lier under Colorado
law for services rendered Chapter [1 debt-
or in connection with civil action violated
automatic stay by filing notice of attor-
neys' lien, and perfection of lien as to third
parties was not retroactive so as to trigger
Bankruptcy Code provision exempting the
“act" of filing from the automatic stay and,
thus, notice was void and lien was neither
enforceable norperfected against third par-
ties. C.R.S. 12-5-119, 12-5-120; Bankr.
Code, 11 U.S.C.A. §8 101(45). 362. 362(a)(5),
(b)(3), 546(b).

5. Bankruptey <5=675

Debtor in possession stands in shoes of
the trustee and may exercise lien avoidance
powers, but such requires filing of an ad-
versary proceeding. Bankr.Code, 11 U.S.
C.A.§ 545(2); Rules Bankr.Proc.Rule 7001,
1 U.S.CA.

Paul 6. Hyman. Jr., Holme, Roberts &
Owen. Denver, Colo., for Storage Technolo-
gy Corp.. debtor,
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STATE OF ALASKA
1990 LEGISLATIVE SESSION

No. 1
BILLVERSION; CSHB 282 (HESS)
PUBLISHDATE: HOUSE.. .2/20/90

FISCAL NOTE

REQUEST:

of public schools

Sponsor:  Kcponen. Bover and Ulmer
Requestor: House HESS

EXPENDITURES/REVENUES:  (Thousands of Dollars)
mOPERATING FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING *e0- e

CAPTTAL

REVENUE

FUNDING: (Thousands ofDollars)

GENERAL FUND -0- -0-
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

RLL-uVE
PART-TIVE
TEVPCRARY

ANALYSIS :  (Attach a separate page if necessary)

Prepared by: Mary Hakala
Division :e
Approved by Commissipi .*William G./Deminert

Agency: Educatio

Distribution (by preparerfj:
Legislative Finance
Legislative Sponsor
Requestor

B KD subDort

Components: founaatio”

FY 94 FY 95 Fy 96

-0- -0- -0-
1

-0- -0- -0-
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Original sponsor(s): REP. KOPONEN, Boyer, Ulmer

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 282 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to cooperation between school dis—
tricts for educational and administrative services
and to the employment of chief school administra—
tors."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.14.110(a) is amended to read:

(a) When necessary to provide more efficient or more economical
educational services, a district may cooperate or the department may
require a district to cooperate with other districts, state-operated
schools, or the Bureau of Indian Affairs in providing educational or
administrative services [OR IN ESTABLISHING BOARDING AND TUITION
ARRANGEMENTS, ARRANGEMENTS FOR THE EXCHANGE OF PUPILS OR TEACHERS, OR
OTHER SIMILAR ARRANGEMENTS]. However, 1i1f a cooperative arrangement
requires pupils to live away from their usual homes, the school board
shall provide classes within the attendance area when there are at
least eight <children eligible to attend elementary and secondary
school 1in the attendance area. In this subsection

(1) "administrative services" includes supervisory, mainte—
nance, purchasing, or other services that are required for unified
administration; and

2 "educational services” includes boarding and tuition
arrangements, pupil or teacher exchanges, special education services.
or curriculum development.

* Sec. 2. AS 14.14.110 is amended by adding a new subsection to read:

-1- CSHB 282(Fin)
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16

17

19

23
24
25
26
27
28

29

\

(d The department shall annually report to the legislature on
the cooperative arrangements entered into under (@) of this section,
and shall include in the report the estimated cost savings resulting
from the cooperative arrangements.

Sec. 3. AS 14.14.130(a) 1is amended to read:

(a) Each school board shall select and employ a qualified person
as the chief school administrator for the district. In this subsec—
tion, "employ” includes employment by contract.

Sec. 4. AS 14.14.130 is amended by adding a new subsection to read:

(d) This section does not prohibit two or more school districts

from sharing the services of a chief school administrator.

SHB 282 (Fin) -2-



Alaska State Legislature
Representative Niilo Koponen

Pouch V House District 21 119 N. Cushman, Suite 207
Juneau, Alaska 99811 Fairbanks, Alaska 99701
(907) 465-4992 (907) 456-8172

SPONSOR STATEMENT

As state finances grow tighter and individual school district
expenses grow less predictable, the economic downside of local
control appears. We have created 55 separate school districts
each with the authority to create an entire administrative
structure, including superintendent business manager, purchasing,
etc. In small districts such expenditures can absoro over fifty
percent of the budget, leaving less for the direct classroom
services for the pupils for whom we have created the schools and
the Foundation Funding Program.

Other states, faced with the same problem, have tried a variety
of solutions. This proposal preserves the authority and powers of
each locally elected school board, but permits them to
voluntarily join together to provide any given service or
services both _o save money or to organize programs no one small

district can provide alone. In other states these arrangements
are called "Union School District", "Cooperating School
Districts"”, "Boards of Cooperative Education Services", etc. and

run the gambit from several districts that jointly hire a
superintendent and administrative staff to joint provision of
single services such special education. The bill is drafted to
afford the greatest flexibility to local districts in Alaska,
rather than prejudging the areas in which they may choose to
develop joint programs.



