LEGISLATIVE FINANCE“HOUSE/SENATE FINANCE COMM. FILES 8879
RR rnnf.u- SB 760 ?L*



eProgram Features That
Have Affected Operations

Officials in the six states have adjusted program requirements
and benefits to achieve two sometimes conflicting objectives-—

increasing enrollment and controlling costs. Efforts to make the
programs more attractive to potential enrollees, mainly involving
improved benefits, tend to increase operating losses. P.ogram

officials have found that, in particular, reductions in and waivers
of preexisting condition waiting periods contribute to increased
program losses. However, when program administrators have
attempted to control costs through premium increases and benefit
restrictions, enrollment has eitheredecreased or increased at a

lower rate.

State program officials have not made a detailed analysis of
how various changes have affected program operations. According to
officials, many factors affect the operations of a risk pool, and
it is difficult to isolate the impact of a change or event from the
impact of the other factors. Nonetheless, program officials told
us that~the programs® enrollment history and fiscal experience can
provide insight into the impact policy changes are likely to have
on program operations.

Efforts to Increase
Enrollment

Minnesota has the largert enrollment of the six risk pool
programs reviewed, and that enrollment has grown steadily since
1983. Minnesota law limits risk pool premium rates to 125 percent
of comparable private insurance rates. However, despite
significant loss increases, the state insurance department has not
authorized an increase in premium rates since 1985 even though the
law would have permitted it. As a result, the program has the
lowest premium rates of the six programs reviewed.

Wisconsin has taken several steps to boost enrollment. In
1985 it implemented a program, Tfinanced by state revenues, to
subsidize risk pool premiums for low-income individuals. Persons
with a household income of less than $16,500 are eligible for the
premium subsidy, which varies with"income. Table 12 shows the
percentage of premium subsidies and the number of policyholders
assisted as of December 31, 1986.
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Table 121 Subsidy Percentage by Income and Mnmh>er of
Persona Assisted by the Wisconsin Program

Household Subsidy as a Number of
income percentage of premium policies
Under $9,000 33.3 253

$9, 000-$11,999 29.0 151
$12,000-%$14,999 23.0 138
$15,000-%$16,499 17.0 57

Total 599

Participants in this program represented about 29 percent of risk
pool enrollees as of December 31, 1986. Wisconsin officials
estimated that $433,000 was spent for premium subsidies 1in 1987,
In 1988, the state will introduce a program to also subsidize
deductibles for low-income individuals.

Provisions to waive the waiting period for coverage ot

preexistings medical conditions have proven costly. In 1983,

Indiana authorized a waiver for enrollees who paid a 10-percent
premium surcharge. Losses increased sharply during 1983*and 1984,
and program officials attributed the increase to the waiver
provision. Similarly, North Dakota introduced a waiver in 1985 to
attract enrollment. According to North Dakota officials, the
additional revenue gained from the 50~percent premium surcharge did
not cover the sharp increase in claims expen.. The state has

since terminated this waiver provision.



Effortsto Control Costs

The Connecticut program experienced sharply increased losses
in part due to court action that required the program to provide
unlimited coverage for mental and nervous conditions. To moderate
losses, Connecticut increased premiums and doubled both deductibles
and out-of-pocket expense limits for enrollees in 1985. Enrollment
declined by about 20 percent between December 31, 1984, and
December 31, 1985. Program officials identified the changes as a
major Tfactor in the enrollment decline. The state®s robust economy
and federal legislation extending health benefits to laid-off
workers also contributed to the decline, according to the
officials.

In 1983, Wisconsin took various steps to reduce risk pool
losses. It raised the limit on risk pool premiums from 130 to 150
percent of comparable private premiums, extended the waiting period
for coverage of preexisting medical conditions from 30 days to 6
months, and increased the enrollee"s liability for ouc-of-pocket
medical expenses from $1,500 to $2,000. Growth in program
participation has been modest, despite the previously noted prt-mium
esubsidiec provided to low-income enrollees.

To reduce losses that occurred as a result of waiving the
waiting period for coverage of preexisting medical conditions,
Indiana increased base premiums significantly and, 1in January 1986,
increased the waiver surcharge from 10 to 25 percent. Despite this
action, losses continued to increase. Program officials believe
that the higher premiums resulted in only those with the most
costly health conditions enrolling or continuing their enrollment.
Average claims paid per policyholder were $3,713 in 1986, the
highest of the six pi ~grams reviewed. Program officials believe
that enrollees paid the higher premiums and the 25-p-ircent waiver
surcharge because they had an immediate need for medical care.
Indiana has since eliminated the waiver provision.

enrollee characteristics

Risk pool enrollees are most likely to be middle aged. The
limited data available suggest that enrollees incur higher medical
costs generally and incur higher costs for heart and circulatory
diseases, cancer, and diabetes specifically than does the
population at large. State officials are concerned about, but have
little information on, the potential cost impact on their programs
concerning the treatment of AIDS patients.

Researchers who have studied risk pools believe that from 0.5
to 1 percent of the population is medically uninsurable. Their
estimates, however, are rough approximations, not supported by
detailed research on the size and demographic makeup of this

population.
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Demographics of Risk
Pool Enrollees

Risk pool enrollees are more likely to be between the ages of
40 and 64 than the general population. Five of the six states .
reviewed maintained data on the age and sex of enrollees. Table 13
compares the age distribution of enrollees in the five states as of
December 31/ 1986, to that of the U.S. population in 1986. About
54 percent of the enrollees in these states wore females, compared
to about 52 percent of the national population.

Tablre 13: Comparison of Age Distribution of Risk Pool
Enrollees to the National Population
as of December 31, 1986*

Percent distribution

Age Risk pool National

category enrollees population
Under 30 22 a7
30-39 14 16
40-49 15 11
50-59 26 9
60-64 19 5
Over 64 4 12

aThe Census Bureau does not publish age distribution estimates for
individual states for age categories comparable to those the risk
pools maintain. Analysis of Census Bureau state-level data shows
that differences between age distribution in the five states and

the nation are not significant.

Insurance officials described various factors that influence
the makeup of risk pool enrollment. First, women are less likely
to participate in the labor force than men and are more likely to
depend on their spouse TfTor access to employer-sponsored group
insurance plans; and as a result, women are at greater risk of
losing access to group insurance because of divorce or death of a
spouse. Second, middle-aged workers who lose coverage under group
plans because of layoffs or termina-i..ns are more likely than
younger workers to be in poor health and to experience difficulty
in obtaining commercial health insurance. Finally, 1large numbers
of persons 65 and older may not be enrolled because they are
generally covered by Medicare.

Wisconsin has conducted periodic surveys to obtain demographic
information on its program enrollees. In 1986, Wisconsin surveyed
1,919 enrollees and received responses from 1,101, or about 57
percent. The results of this survey may not accurately represent
the characteristics of all enrollees in that state, but do provide
information on the respondents. Wisconsin found that
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61 percent were not employed, and 13 percent were employed
part time; and

88 percent of those who were employed worked for firms
employing 25 or fewer people- firms less likely to provide
group health insurance.

Cost and Nature of
Medical Services Used

The six states we reviewed did not gather consistent data on
the health care costs risk pool enrollees incur. Available
information on medical expense reimbursements made to enrollees,
however, indicates that the costs they incur are higher than those

of the average person. Table 14 presents 1986 claims expenses per
policyholder, based on the average number of policies outstanding
for the year in the six states. The states did not maintain

consistent data on claims expenses per insured person, and these
figures may slightly overstate average annual expenses for an
individual to the extent that more than one person was insured
eunder a“"policy.

Table 14: Average 1986 Clalae Expenses per Policyholder
ror State Risk Pool Progranm

Average claims
expense per

State policyholder
Connecticut $1,742
Florida 2,504
Indiana 3, 713
Minnesota 1,904
North Dakota 2,495
Wisconsin 1,555

As the table shows, average claims expense per policyholder,
not including deductible and coinsurance expenses paid by the
policyholder, varied considerably. The weighted average for the
six states was $2,140. In comparison, according to estimates
prepared by the Department of Health and Human Services, per capita
health care expenses, including deductible and coinsurance
payments, averaged about $1,620 nationally in 1986.

Three states have gathered information on the conditions that
enrollees suffer from, and one state has gathered information on
the conditions that made it difficult for them to obtain insurance

in the private market. The company chat administers the Florida,
Indiana, and Wisconsin programs summarizes claims expenses by the
health conditions that led enrollees to seek treatment. These data

indicate that enrollees in these states incur more expenses Tfor the

25



treatment of heart and circulatory diseases, cancer, and diabetes
than national averages for all persons the company insures. Table
15 shows the data from the three states.

Table 15; Comparison of 1986 Claira Expenses Incurred,.
by Medical Condition, for Three State Risk Pool

Programs, to Companyl8 1786 Average Claims Expense

Percent of claims expenses paid

Company

Medical condition averaae Florida Indiana Wisconsin
Heart arid circulatory

diseases 12 12 = 15 23
Cancer 7 15 18 13
Abdominal conditions 10 18 10 7
Diabetes 1 5 3 6
Blood disease 1 5 1 6
All other 69 45 53 45

In its periodic surveys, Wisconsin asks enrollees about the
health conditions that prevented them from obtaining private

insurance. In 1986, about 22 percent of those who responded
reported that heart-related diseases prevented them from obtaining
insurance. About 11 percent cited hypertension? 14 percent,

diabetes? and 9 percent, cancer.

Impact of AIDS on
Risk Pool Programs

Both 1insurance industry and advocacy group officials have
indicated that ri3k pools can help finance the cost of treating
AIDS patients. The president of the Health Insurance Association
of America, for example, has written that no institution by itself
can bear the burden of "the alarming medical bill for AIDS."
Likewise, the executive director of the Gay Men®"s Health Crisis, an
organization interested in AIDS-related health care issues, has
acknowledged that insurance companies have legitimate concerns

about the catastrophic cost of treating AIDS patients. Both have
endorsed risk pools as part of the solution to the problem of
financing AIDS care. r

Program officials in the six states reviewed expressed concern
about the potential impact of AIDS-related costs on their risk pool

program. -None of. " ..a states limit coverage of AIDS, and four
states— -Indiana, lowa, Minnesota, and Nebraska- specifically make
hdividuals diagnosed with AIDS eligible for their programs. None

of the states, however, had studied whether individuals likely to
develop AIDS were enrolled in their programs or whether enrollees
were being treated for the disease. In two states, officials noted
that"~the types of medical services being provided certain enrollees
appeared to be consistent with an AIDS diagnosis.
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«HAVE THE PROGRAMS MET EXPECTATIONS?

The six states we reviewed have not formally assessed risk
pool program performance. Risk pool legislation emerged .in
response to a perception that opportunities to purchase health
insurance were decreasing fTor persons with serious health problems.
According to state officials and insurance industry
representatives, the legislation generally was a compromise
response to other approaches that would have required all insurers

to offer open enrollment. Legislators concluded that the risk pool
would distribute the burden of persons with chronic or costly
medicaJ. conditions among insurers more equitably. Legislation

authorizing the risk pools did not establish specific goals but
rather contained general statements about assisting the medically
uninsurable. Legislative histories of the programs generally
offered limited insight into what legislators expected the programs

to accomplish.

The information that would be needed to evaluate progranm

performance generally has not been developed. Officials in the 1ix
states reviewed have not estimated the size of the medically
uninsurable population in their states. Consequently, program
officials do not know what portion of this population their
programs serve. Further, the states generally do not compile
information on the makeup of the enrollee population. As a result,

program officials do not know which population segments Tfind the

programs most attractive or, more importantly, which segments to

target in order to bring coverage to those in need. Officials 1in
the six staces reviewed generally believe that their p ograms are
not serving all the medically uninsurable iIn their states.

SUMMARY

Risk pools provide subsidized health insurance to that segment
of the uninsured population that cannot obtain it brcause of poor
health. The six programs that we reviewed have assisted a limited
number of persons. As of February 1988, conclusive evidence to
show that risk pools are or are not effective, and data that would
allow comparison of risk pools to other mechanisms for financing
health care fTor the uninsured, had -not been developed.
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STATES IN WHICH BLUE CROSS AND BLUE SHIELD
PLANS OFFER OPEN ENROLLMENT™

District of Columbia
Maryland
Massachusetts
Michigan

New.- Hampshire
New Jersey”
27ew York

North Carolina
Pennsylvania
Phode 1Island
Vermont
Virginia
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BUT DID NOT ENACT,

a-i-ATES THAT CONSIDERED,
1987

LEGISLATION AUTHORIZING A RISK POOL DURING

Alaska
California
Georgia
Mississippi
Missouri-

New York

Ohio

South Carolina
South Dakota
Texas

Vermont

West Virginia
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PRIVATE GROUPS AND ORGANIZATIONS
CONTACTED TO OBTAIN INFORMATION ON RISK POOLS

American Dia.betes Association
Washington, D.C.

31ue Cross and Blue Shield Association
Washington, D.C.

Center for Health Affairs
Chevy Chase, Maryland

Communicating for Agriculture
Minneapolis, Minnesota

Employee Benefits Research Institute
Washington,- D.C.

Health Insursince Association of America
Washington, D.C.

Intergovernmental Health Policy Project
Georgetown University
Washington, D.C.

National Association of Insurance Commissioners
Kansas City, Kansas

National Governors®™ Association
Washington, D.C.

National Health Policy Forum
George Washington University
Washington, D.C.

The Center for Study of Social Policy
Washington, D.C.

Urban Institute
Washington, D..C.

Washington Business Group on Health
#"ashington, D.C.
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Ing" an average percent
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_ State health

INsurance:
$104 million

Fow rseel&s more mone
»  for state Workers coverag

By DAVID POSTMAN

Daily News reporter

JUNEAU - State employees’top-of-the-line health
insurance policy will cost $lh4 million this year, $20
million more than the state has budgeted to pay for it.

The plan costs the state an average of $431 a month
per employee, 520 percent more than it did a dozen
years ago. It covers 90 percent of the costs of
everything from plastic surgery to year-Jong stays in
mental hospitals. 1

“We have the best plan. Everything is covered,”
said Chuck Taylor, deputy commissioner of the De-
partment of Administration.

Because the policy costs more money than the state
has appropriated for it, Gov. Steve Cowper is asking
for a special appropriation of about $20 million to pay
for this year’s increases. But Cowper, Taylor and
legislative leaders say the health coverage may be too

ch expensive for these days of limited money.

DC The state is locked into the plan through contracts
with its labor unions. Those contracts call for the state
to provide the same level of coverage even if the costs
gb up or there is less money to pay for the policy.

"There's not any consideration for what happens in
a down economy,” Cowper said at last week’ budget
summit with legislative leaders. "I think it fair to
say that this is just a situation nobody ever anticipat-
ed. If everything had kept going up it would have
worked just fine."

But as costs skyrocketed, state income dropped and

- 20 1 0 'R 85 *6 B7 8 &* the state is now stuck with a boom-time health plan.
FISCAL YEAR “For Fabruary through Juna All full-time employees, including legislators, are
Sourc#: Alaska Oepartmanl ot Labor Anchoraga Daily Newa/Paler Dunlap Shohl Please see Back Page, INSURANCE
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covered by the policy at no
cost. Part-time employees
can buy into the plan at
about half the state’s cost,
according to Taylor.

Under the policy, Taylor
said:

* 90 percent of all medical
costs are pa'id. Only 8 per-
cent of public employee in-
surance policies in the coun-
try have 90 percent
coverage.

» 100 percent of the premi-
um for dependent coverage
is paid. Alaska is one of 12
states with that provision.

 State employees have a
5100 deductible and pay less
out-of-pocket medical ex-
penses than all but 3 percent
of public employees nation-
wide.

As medical costs have
gone up, so have insurance
costs. But Alaska’s public
employees’ plan, issued by
Aetna Life Insurance Com-
pany, has also gotten more
expensive because of its ex-
tremely liberal terms and
because people are going to
the doctor a lot more often,
according to Taylor,

The biggest increases have
been for chiropractic care
and psychiatric and sub-
stance abuse treatment, ac-
cording to a survey of state
employee insurance claims
filed during the past two
years. Charges for chiroprac-
tic care went up 27 percent
in the past year. But that is
not due so much to higher
costs as it is to people going
E[o the chiropractor more of-
en.

State figures show em-
ployees visited chiropractors
25 percent more often in the

past year.
A Juneau chiropractic
clinic, Davis Valley Chiro-

practic, is No. 9 on the list of
payments made to doctors
and clinics, receiving
$315,620 from Aetna.
Treatment for mental ill-

For

ness and substance abuse ac-
counts for 40 percent of all
hospital stays paid for by
the plan. For Aetna's other
Alaska insurance policy
holders, mental illness and
substance abuse accounted
for just 16 percent of all
hospital stays.

And the state pays for
ﬁeople to go to whatever
ospital they want and to
stay as long as they want.
Five of the 14 most expen-
sive hospital stays paid for
from July 1986 to June 1987
were for mental disorders.
One 16-year-old boy, the son
of a state worker, spent
more than a year in Camel-
back Hospital in Phoenix,
Ariz., at a cost of $131,000,
for neurotic depression. An-
other It-year-old spent 350
days at the same hospital for
what insurance records show
as "childhood mental disor-
ders."”

Charter North Hospital,
which specializes in mental
illness and substance abuse
treatment, had the highest
charges per hospital admis-
sion of any hospital used by
state employees last year.
Charter North charged an
average of $15441 per ad-
mission compared to Provi-
derce Hospital at $6,115 and
Humana Hospital-Alaska at
$5,487

Taylor said some of the
high costs of treatment for
mental illness and substance
abuse are due to high alco-
holism and divorce rates in
Alaska and the fact that
many people do not have
family here and more readi-
ly turn to professionals for
help.

"It’s also my opinion that
you are seeing the impact of
television advertising," Tay-
lor said. "Turn on the tube
and what do you see, ‘Prob-
lems with your kid? Send
them here. Cocaine prob-
lems, come see us.””

Taylor also said the rise

state workers

in chiropractic costs might
also be attributed to heavy
television advertising.

Whatever the reason, state
leaders say something must
be done to at least slow the
rising costs. But since the
insurance is part of union
contracts, there is little that
can be done.

Any change would have to
be negotiated with the
unions or the legislature
would have to amend state
labor relation laws to allow
Cowper to make changes in
the benefit package.

Cowper, House Speaker
Sam Cotten and Senate Pres-
ident Tim KeIIP/ agree they
will "‘take a look at” the
benefit package, but because
of the contract requirements
they stop short of saying
they will take action to cut
the plan.

“If something was to ap-
pear before us magical
maybe we could take a loo
at it,” Kelly said at last
week's budget summit.

But this week Kelly said
in an interview that the
costs were clearly out of
control.

He said it is unfair to the
Alaskans that do not share
in the plan to keep paying
out more and more money to
insure state employees. "It
comes down to creating an
elite class of people who are
living better than the people
they are working for."

Cotten said that to bal-
ance next year’s budget it
might be necessary to cut
services, raise some taxes
and repeal an oil-company
tax break, and that state
employees should not be ex-
empt from taking a hit, too.

But even with changes
this year, the cost of the
plan will keep goinc}; up,
according to Taylor. "If | cut
the plan and contain costs, |
still have to deal with 20
and .30 percent increases
each year."
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Anchorage, /Alaska
March 22, 1WO

Memorandum

Tiw l.an./ Houhf

From; Director, Personnel

Subject: SB254 - An Act Relating to the State Insurance Authority

Per your request for a position paper on this bill, t.iu ARRC opposes this bill for
the following reasons:

e The ARRC has its own health care program which seems to work well at
this time.

e To help control costs, the management and union have established a cost
containment committee to deal with plan changes to cut costs.

e The ARTA requires the railroad to be in a position to sell the ARRC. The
health plan should remain separate from the state"s for this purpose.

e The ARRC is not Included in state personnel plans under AS39; the health
care plan should not be either.

e Pursuant to AS42.20.010, the ARRC is a state Instrumentality which has a
legal existence independent and separate from the state. The health and
life Innuranr.A piAnn fthruild j»ka he 0*p*rata.

If you need any additional information, please let rue know.

(WPPER1/11)



STATE OF ALASKA HIVRION 3B _

1990 LEGISLATIVE SESSION PUBLISHDATE:

FISCAL NOTE
REQUEST:

_Il?_evision Dale;--------- L. %nc Affected: Education
itle:  Group neal in insurance

Sponsor:  Quncan Components:.
Requestor:__nunran

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY A FY 92 FY B FY %4 FY %5 FY 9%
PERSONAL SERVICES
TRAVEL

CONTRACTUAL r
SUPPLIES r
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING -0- -n-

CAPITAL |

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND 0- -0- o o 0 0
FEDERAL FUNDS = e

OTHER

TOTAL 1 | 1

POSITIONS:

FULL-TIME
PART-TIME m
TEMPORARY

N

ANALYSIS :  (Attach a separate page if necessary)
The increased cost to the Department of Education for health coverage of
part time employees cannot be anticipated at this time. Ay increase or

decrease in cost to school districts must be absorbed within local distri
budgets. /
Precparedoy:  Mary Hakala i 1121 Phene'  465-800
Division:- Lommissioner s Tarfice A/ <, 1/29/9U
Torr
Approved by Commissioner” I lam Demmert paE. 1/29/90
Agency: n hduca ti oni
Distribution (by preparer/):
Legislative Frnance > m A *al
Legislative Sponsor ~ r I/ f»

Office of Managementand Budget 3 / V. /| < /*es
Impacted Agency(ies) » * A page of
/)cr

cts
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1990 LEGISLATIVE SESSION PIBJSH DA-E

-

FISCAL NOTE
REQUEST:

Revision Dats: AQENCY Affected

Tme : BRU - tT/g

Sponsor . Components C'-

Requestor : —

EXPENDITURES/REVENUES S: iThousanas ot Dollars"
OPERATING FYo1l \ FY 92 1 FY 92 1 ry ?2A 1 FY 95

PERSONAL SERVICES R 1ot (-1 1 1
TRAVEL N . N 1
CONTRACTUAL . } Ace.*- i i

SUPPLIES
EO'JPMENT atjt = i
LAND | STRUCTURES
GRANTS. CLAIMS

-

MISCELLANEOUS 1

TOTAL 0 DERATING 1 | 1 i

CAPITAL 1 j

REVENUE

FUNDING: (Tnousanos of Dollars"’
GENERAL FUND J~JE. C c /28 > t i |
FEDERAL FUNDS 1
OTHER 1 1 1 <
TOTAL i

POSITIONS:

FULL-TIME 1 i
PART-TIME 1 !
TEM=0RARY ! 1

ANALYSIS (Anaon a separate page ifnecessary;

Vhw-pt a ffluZELtL'-by-aal/i-

n*—

Dreoareci by

Division

Aooroveo py Commissioner:.

Aoer.cv

-jistnoutior :oy prepare’
-sctsiative “inanoe

a'ive Soonso'

Z0"joc,"f

/" A™* MLCZE-CLiv v onone - >
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CS for CSSB 254(Fin)
Analysis of the Fiscal Implications
Prepared by the Division of Retirement and Benefits
Department of Administration

Analysis: bill creates the Alaska State Group Health Insurance
Alii, ority in the Department of Administration. The
authority, using appropriate staff and contractual
services, would establish and maintain a statewide
provider payment system, rate schedules and utilization
standards by 2/1/92. Various public entities would be
required to implement these in their group insurance
plans.

The Authority would offer voluntary participation in a
comprehensive group health insurance plan to various
public agencies throughout the State after 2/1/92. This
coverage would be procured by the Authority or self-
insured if this was shown to be less expensive.

This bill allows voluntary participation in the Authority's
group plan, it is assumed that the State would take
advantage of this plan if appropriate coverage was
provided less expensively than through competitive
bidding and renewals. It is not expected that this bill
would increase the cost of health insurance for the State
and could result in a decrease in cost. Upon participation,
a public entity would be required to continue

participation unless granted a waiver by the Authority.

This analysis is for the estimated administrative costs of
the proposed Authority. The analysis does not consider

the actual cost of health insurance.

Personal Services

Executive. Director (Range 24A, 11 mos.) $68.6
Administrative Assistant Il (14A, 10.5 mos.) 34.9
Clerk Typist IIl (8B, 10.5 mos) 26.1

Total Personal Services $129.



Assume 7 Board meetings for FY 91 and
every 2 months thereafter at an average
cost of $400 per member per trip.

$400 X 15 X 7 = $42.0

Administrative travel for Director:

Board Meetings $400 X 7 = 2.8
Organizational meetings $600 X 12= 7.2
Total Travel $52.0
Contractual

Office Space--500 sq. ft. @$1.75 X 11 mos. $9.6
Telephone--$300 X 11 mos. 3.3
Courier services-$200 X 11 mos. 2.2
Postage-$500 X 11 mos. 5.5
Advertising and Printing 10.0
Professional Services Contraot(s) 280.0

which could include:

* carrier surveys and analysis
* provider data collection

* provider meetings

* rate studies and analyses

* financial consulting

* self vs fully insured analyses
* development of plan design

Total Contractual Services $310.6
Supplies:
$500 per employee $1.5
Software 1.8
Total Supplies $3.3

Page 3 of 4



Equipment:

3 PCs and printer $15.0
Phone system 2.6
Photocopier 1.3
Fax machine 1.8
Office furniture:
1 management unit 4.0
2 support workstations 5.0
3 chairs 1.2
3 side chairs .8
2 file cabinets 9
bookcase N
storage cabinet .6
Total furniture 12.6
Total Equipment 33.3

Page 4 of 4



STATE OF ALASKA Bill Version:CSsb ¢ (SA) (b)

1990 LEGISLATIVE SESSION Publish Date: An o ?/gp
FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Athinistratin

Titl e: A At relatino to gaup health BRU Retirerent ad Benefits

| surance

Sponsor: Duncan Components : Retiremrent and Berefits

Requestor: Sen. State Affairs

BEPENDITURZSREVEWES:  (Thousands of Dollars)

Qrerating Fry a FY 2 FY &3 FY A FY b FY %
RSO FRIGS 0 0 0 0 0 0
A 0 0 0 0 0 0
CNRCIAL 0 0 0 0 0 0
S T T R

0
LAD4 SIRLIUAS 0 0 0 0 0 0
NS CANG 0 0 0 0 0 0
MEHLANK.S 0 0 0 0 ! 0 0
TOTAL CFERATING 0 0 1 0 0 0 0
CAPITAL 0 0 0 0 01 0
RBVENLE 0 0 0 0 01 0
ANDING  (Thousands of Do!' ars)
GNEA_ RND 0 0 0 0 0 1 0
A RN 0 0 0 0 01 0
OHR 0 0 0 0 0 i 0
TOAL 0 0 0 0 0 i 0
POSITIONS:
RUL-TIME 0 0 0 0 01 0
PARFTIME 0 0 0 0 0 i 0
TBVIoRRY 0 0 1 0 0 01 0

ANALYSIS.  (Attach a separate page if necessary)

Besed o assunpations outlined an page 2, it is estimeted that there will e o increase to
%th% the operating exqpense of the division or the graup insurance pramiuns for the State of
as

Prepared by: saiiv Snith Phone: <&/%)

Division: Retirerent ad Behjhits  ~. Date: /=270

Approved bv Commissioner: t-rank S. Bar Date://5¢)/p-]

Agency:  Department of Aaministration

Distribution (cy prepare*-): Changes in Cfl « f2CICT L ( /-)
Legislative Finance have no fiscal impact.
Legislative Sconscr This fiscal note
Requestor appropriate.

C~"ice of Mhnagement
Irractec -ceicyiles



Senate Bill 254
Analysis of the Fiscal Implications for Employee Benefits
Prepared by the Division of Retirement and Benefits
Department of Administration

Analysis: This bill would create the Alaska State Group Health

Insurance Authority. The Authority would be required to
purchase group insurance for the State of Alaska,
municipalities and school districts. Unless granted a waiver,
all entities must purchase their group insurance benefits
through the Authority. The State would not be allowed a
waiver. It is understood the intent of the bill is to create
economies of scale and provide low cost group insurance for
public organizations throughout the state.

With this purpose in mind, it is estimated that the State of
Alaska would not suffer any increase in premiums as a result
of this bill based on the following assumptions:

1. that the level of benefits offered by the authority
would be no greater than that offered by the State
of Alaska now;

2. that each entity would be separately underwritten
and the State of Alaska would not be subsidizing
higher costs of other, smaller employers;

3. that the administrative costs in support of the
Authority would not increase the current overall

premium costs;

4. that the administrative and premium costs would be
borne equally by each employer and not allocated by
employee numbers;

5. that the Authority's selected claims payor would
perform as favorably (e.g. financial accounting) as
the State’s current arrangement; and

6. that staff costs, whether contracted out or through

additional State employees, will be borne by the
Authority.

20f 2



STATE OF ALASKA BILL VERSION: X4 (A
1990 LEGISLATIVE SESSION PUBLISHDATE: y i 7 m

FISCAL NOTE

REQUEST:

Revision Date: AgencyAffected: Commerce & Economic Dev.

Tide: An Act relating to group Bru; Alaska State Group Heal th
health insurance Insurance AutTTomy

Sponsor: Duncan Components

Senate State Affairs

EXPENDITURES/REVENUES: (Thousands of Dol lars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 141.9 141.9
TRAVEL 5.0.4. 20..4
CONTRACTUAL 083.1 . 283.1
SUPPLIES 45
EQUIPMENT 32.0

LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 511.9 479.9 « *

CAPITAL

REVENUE E

FUNDING:  (Thousands of Dollars)

GENERALFUND 511.9 479.9
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

FULL-TIME 3.0 3.0
PART-TIME
TEMPORARY

ANALYSIS : (Attacha sepwate page ifnecessary)

*Given the nature of this organization, it is not possible to predict the
costs for the subsequent fiscal years.

Preparedoy: Bell, Director pAwe  465-2505
Division: Administrative Services Dauj . 3/5/90
Approved by Commissioner: Larrv merculiPffo ~ ~ -1* \ Date: 3/5/90

Agency:  Department of Conmrerce & Economic DpvKi npnpnii

Disoribuuon (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Offiice of Management and Budget 1 3
Impacted Agencyftes) p**e — of-—-

6408D-1/3590a



CSSB 254: "An Actrelating to group health insurance; and providing
for an effective date.”

Personal Services:

Executive Director 24A $73.2
Administrative Assistant |1 14A 39.3
Clerk Typist HI 8B 29.4
Total Personal Services $141.9
Travel:

Assume board meetings every two months for 17
board members at an average cost of $400 per
trip.

$400 x 17 x 6 = $40.8

Stafftravel for Executive Director:

Board meetings $400 x 6 $2.4
One meeting per month  $600 x 12 $7.2
Total Travel $ 50.4
Contractual:
Office Space - 500 sq. ft. @$1.75 x 12 months $1

Telephone - $300 x 12 months
Courier Services - $250 x 12 months
Postage - $500 x 12 months
Advertising and Printing
Professional ServicesContract(s) 2
which may include:
- Assessment ofinsurance availability and
affordability
- Rate studies
- Financial Advisor
- Options analysis

QO@OOOOO
OO o oo ol

a1 =

Total Contractual Services $283.1
Supplies:
$1,000 per employee $3.0
Software 1.5

Total Supply $ 45

0B/ 350 Page 20f 3



Equipment:

3 PC 3and a printer

3 bookcases with 3 shelves @ $120

3 filecabinets/5 drawers legal @ $625
Management Workstation
Technician Workstation

Support Workstation

Phone systenm

1 calculator desk

1 chair, executive swivel with arms

2 chair posture tiltwith arms @ $425
2 side chairs @ $275

Photocopier

Telecopier

Total Equipment

080/ 350n Page 3of 3



STATE OF ALASKA Bill Version: SB 254

1990 LEGISLATIVE SESSION Publish Date:
FISCAL NOTE

RECUEST:
Revision Date: %nquﬁAffected: Adinistration
Title: AvAd relatino to orouo health irement ad Berefits
insurance
Sponsor:  Duncan Cormponents : Retirenrent and Berefits

Requestor: sen. State Affairs

EPENDITHRESRBVEILES (Thousia_ys of Dollars)

CFERATING FY 91 R FY B3 FY A Y% 1
FERSONL. SRS 0 0 0 0 01
TRAR 0 0 0 0 01
CNRCIAL 0 0 0 0 0
SIS 0 0 0 0 01
QAN 0 0 0 0 0
LAD4 SROURS 0 0 0 0 0 i
NS AN 0 0 0 0 0
MEHLANKLS 0 0 0 0 1 0
TOIAL CFERATING 0 0 0 0 0

CAPITAL

ANONG  (Thousands of Do!" ars)

N AND 0 0 0 0 1 01
A RN 0 0 0 0 1 01
OHR 0 0 0 0 5 01
TOA. 0 0 0 0 01
POBITIONS, .
RUL-TIME 0 1 0 1 01 0 1 0 i
PARIFTIME 0 0 1 01 0 1 01
BV 0 0 1 01 0 1 01

ANALYSIS.  (Attach a separate page if necessary)

Basad an assunptions outlined an page 2 it is estinated that there will ke o increase to

k)
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either the operating expense of the division or the group insurance premiuns for the State of

Alaska.

Prepared by. saiiv smith"S Phone: 4664460
Division: Retirenant ad Benefits W t Date:  //<22/20
Approved by Commissioner: Trank S. Baxter Date:

Agency:  Department of Administration

Distr* bution (dy prepare*"):
Legislative Finance
Legislative Seotiscr
Requestor
C"‘ice of Management anc Euoget
Irnactec “cercy:jes'

| :CC



Senate Bill 254
Analysis of the Fiscal Implications for Employee Benefits
Prepared by the Division of Retirement and Benefits
Department of Administration

Analysis:  This bill would create the Alaska State Group Health
Insurance Authority. The Authority would be required to
purchase group insurance for the State of Alaska,
municipalities and school districts. Unless granted a waiver,
all entities must purchase their group insurance benefits
through the Awuthority. The State would not be allowed a
waiver. It is understood the intent of the bill is to create
economies of scale and provide low cost group insurance for
public organizations throughout the state.

With this purpose in mind, it is estimated that the State of
Alaska would not suffer any increase in piemiums as a result
of this bill based on the following assumptions:

1. that the level of benefits offered by the authority
would be no greater than that offered by the State
of Alaska now;

2. that each entity would be separately underwritten
and the State of Alaska would not be subsidizing
higher costs of other, smaller employers;

3. that the administrative costs in support of the
Authority would not increase the cuirent overall
premium costs;

‘ 4. that the administrative and premium costs v”~ould be
borne equally by each employer and not allocated by
employee numbers;

5. that the Authority's selected claims payor would
perform as favorably (e.g. financial accounting) as
the State’s current arrangement; and

6. that staff costs, whether contracted out or through

additional State employees, will be borne by the
Authority.

20f 2



SB 254  (al

STATE OF ALASKA BILL VERSION: -
1990 LEGISLATIVE SESSION PUBLISHDATE:  3/12/90
REQUEST:

RevisionDaie: A(ninrve Comerce g Economic Dev.

Title: Regarding Goup Health Tnsurance BRU. Insurance-------------------- -=----

Sponsor : Senator Duncan . Components:
o Senate State Affairs

EXPENDITURES/REVENUES:  (Thousands of Pollan)
OPERATING FY a1 FY 92 FY 93 FY %4 FY 95 FY 9%

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

. EQUIPNTNT

LAND & STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

TO'IAL OPERATING 0 0 0 — 00— U n
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0

FUNDING: (Thousands ofDollars)

GENERALFUND

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 ft —

POSITIONS:
FULL-TIME 0 0 0 0 0 0

PART-TIME
TEMPORARY

ANALYSIS : (Attachasgaratepage ifrecessary) N fiscal impact for FY 90.

Prepared by: James J. Jordan, Acting Director Phnn,, . 465-2515
Division : insurance (& <r DatC:-----—- Y26 Mm——————o

Approved btCommissioner: Larry Mercul iefrpJen\ —  Date: IJ J_
A%prw Department ot Commerce & Economic Development -

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget 1 1
Impacted Agency(iies) of-————
LWdgl6208D/12990a
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FISCAL NOTE

REQUEST:

Revision Date: Agency Affect*1: Department of Law
Title : "An Act relating to reimbursement BRU: Prosecution , Legal Services
for costs...released hazardous substance...”

Sponsor:  Senate C&RA Components:-Ail.

Requestor: Senate C&RA

EXPENDITURES/REVENUES:  (Thousands of Dollars)
. OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EXUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS

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

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

CENERALFUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS

POSITIONS:

FULL-TTME -0- -0- -0- -0- 0- -0-
PART-TIME 0 0 0 0 0 0
TEMPORARY

ANALYSIS : (Attacha separate page if necessary)

Please see the attached analysis.

1 lc
Preparedby:  Richard |I. Pedues//Director Phone: ..A65-T672
Division :  Administrative' Services”! R d_ Date: April £ lopo

Approved by Commissioner: Douglas B. Bdillv. Attorney Oeneralmtr. April 6. 1989
Agency : Department of Law

Distribution (by preparer):
Legislative Finance
Legislative Sponsor .
Requestor i

Office of Management and Budgcf-~1* n p p "
Impacted AccncY(ics) K (1989 [eCE. of

LEGISLATIVE Rf'JA[VIIF



CONTINUATION of FISCAL NOTE ANALYSIS

or Bill/Resolution No. cssb 256

This bill, because it imposes no new responsibilities on the
department, will net have a fiscal impact on" the D partment of Law.
However, the department anticipates a major impact on state resources
arising out of litigation that it expects in respect to the collection
of state imposed civil penalties, pursuit of claims by the state for
damages against the responsible parties, and the defense of damage
claims against the state by fishermen and other affected persons, as a
result of the Exxon Valdez oilspill.” Because}- this impact 1is not
directly related to the bill it will be addressed separately by the
department. Penalty collections and claims litigation will be extensive
and very expensive. The department hopes to be able to advise the
legislature on these matters within the next few days.

of



STATE OF ALASKA BILL VERSION cn Ccl\ua)
1989 LEGISLATIVE SESSION PUBLISHDATE: _ 4/8/89

FISCAL NOTE
REQUEST:

Revision Date:-------—----———-—- : Agency Affected: Fmrirnnmpntal Conservatjinn
Title: An Act relating to reimbursement to npn. wvn -

persons and municipalities for costs incurrea as & -resdlL OF k Luiea”eQ lia”tJous

Sponsor:  Senator Szymanski SUE
Requestor:

ripobvenda:.

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 89 FY 90 Fy 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND <tSTRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 U 0 u
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERALFUND '
FEDERALFUNDS

OTHER

TOTAL

POSITIONS: None

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attachaseparatepage ifnecessary)
dyi\\ur= cso  t\Lye

vo  'foCA*L T™i» V
KPp&QpfVAaYL-.
Prepared by: Mark Thorson Phone: 65 2621
Division: Administrative Services Date: 4/5/89
/ pproved by Commissioner: ///EEHZ i A Date:  1/5/89
Agency: Environroentnx gbnservation /

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
* Requestor
Office of Management and Budget
Impacted Agency(ies) page, of
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Offered: 4/8/89 ’ 6-1163H
Referred: Finance

Original sponsors: Szymanski, Kerttula,
Kelly, and Sturgulewski

BY THE COMMUNITY AND REGIONAL

IN THE SENATE AFFAIRS COMMITTEE
CS FOR SENATE BILL NO. 256 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to reimbursement for costs incurred

and recovery of money expended as a result of

released hazardous substance; and providing for
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Sectionl. AS 46.08.070(b) is amended to read:

a

an

(b) The attorney general, at the request of the commissioner,

shall immediately [MAY] seek to recover money expended by the depart-

ment under this chapter or other law to contain and clean up oil or

a

hazardous substance that has been released or to control the threat-

ened release of oil or a hazardous substance.

* Sec. 2. AS 46.08.070(c) is amended to read:

(c) The department may reimburse a municipality for actual

expenses, other than normal operating expenses, incurred in the abate-

ment of a release or threatened release of oil or a hazardous
stance if

(1) the municipality has entered into an agreement with
commissioner under AS 46.09.020(e) [BEFORE INCURRING THE EXPENSES
WHICH REIMBURSEMENT IS SOUGHT]; and

(2) the commissioner determines that the expenses were

a necessary emergency first response to a release or threatened

sub-

the
FOR

for

re-

lease that posed an imminent and substantial threat to the public

health or welfare, or to the environment.

* Sec. 3. This Act is retroactive to March 24, 1989,

SBC256b -1- CSSB 256(C&RA)



* Sec. 4. This Act takes effect immediately under A- 01.10.070(c).

CSSB 256 (C&RA) -2- SB0256b



Alaska Environmental Lobby, Inc.
PO. Box 22151 Junaau, Alaska 99802 907-586-2345

ALL ISSUE PAPER-SB 236:
REIMBURSEMENT FOR COSTS INCURRED AS A RESULT OF
OiL/HAZARDOUS SUBSTANCE RELEASE

The Alaska Environmental Lobby supports the Senate Community
And Regional Affairs CS for SB 256. It is absolutely necessary that
the money spent on the Prince William Sound cleanup by the Department of
Environmental Conservation, municipalities, and other entitles be recovered
from the responsible parties.

The Exxon Valdez oil spill disaster has had tragic consequences for the
environment and the communities of Prince William Sound, and beyond. This
crisis required an immediate, emergen-'y response. Substantial costs
have been incurred both by DEC and the communities of Prince
William Sound in this large-scale cleanup and containment effort.
It is essential that this money be recovered from those responsible for this
grave environmental, social, and economic catastrophe.

The Alaska Environmental Lobby commends the Senate in this
effort to create a framework for containment and clean up
expenditure reimbursement. With this assurance of reimbursement,
local entities and municipalities will be more likely to participate in future
oil and hazardous substance release prevention and cleanup.

Karen Brewster

April 11, 1989
ALASKA CENTER FOR THE ENVIRONMENT +  ALASKA CHAPTER. SIERRA CLUB + JUNEAU GROUP, SIERRA CLUB « SITKA GROUP, SIERRA CLUB
KNIK GROUP. SIERRA CLUB * DENALI GROUP. SIERRA CLUB . ANCHORAGE AUDUBON SOCIETY « ARCTIC AUDUBON SOCIETY
DENALICITIZENS'COUNCIL ~ +  ALASKA FRIENOS OF THE EARTH ~« JUNEAU AUDUBON SOCIETY + KACHEMAK BAY CONSERVATION SOCIETY
KENAI PENINSULA AUDUBON SOCIETY . KODIAK AUDUBON SOCIETY . LYNN CANAL CONSERVATION . ALASKA WILDLIFE ALLIANCE
SITKA CONSERVATION SOCIETY . NORTHERN ALASKA ENVIRONMENTAL CENTER . SOUTHEAST ALASKA CONSERVATION COUNCIL

KNIK KANOERS AND KAYAKERS



Alaska £>tate legislature

Senator Mike SzymanskKi

ila in Sesgion: During Interim:
WhFl)IeOmBSOss\s/mn. 3111 C Street, Suite 510
StateCépi'tol Room |1 Anchorage, Alaska 99503
Juneau, Alaska 99811 (907)561-7617
(907) 465-4978/4979
FAX (907) 465-2652 165 E. Parks Highway
Legislative Information Offt
MEMORANDUM Wasilia, Alaska 99687
(907) 376-M IKE
FR

DATE: April 3, 1989

SUBJ: Introduction of Legislation Related to Oil
and Gas Hazardous Substance Releases Fund.

The purpose of this legislation is to clarify the _
Commissioner of the Department of Environmental Conservation's
authority to enter into agreements with Municipalities to be
reimbursed for costs from the date of the release of oil or
hazardous substances.

Under current law, it appears that AS 46.08.070(c)(l)
would require an agreement be in place hefore incurring
expenses for reimbursement. The obvious problem here 1s that
we have had several communities, i.e. Cordova and Valdez, who
have incurred expenses from the moment of the Exxon/Valdez
tanker accident. While it is important to have an agreement,
it is equally important to allow the Commissioner the
flexibility to have such agreements cover, when appropriate,
expenses from the date of the tanker accident.

Senate District E
Mat-Su « So. Anchorage + Bird/Indian + oirdwood <« Whittier « Nikiski ¢ Cooper Landing + Hope + Seward + Cordova -« Valder



Necr?n ctp STEVE COWPER, GOVERNOR

E»EPT. OF ENVIRONMENTAL CONSERVATfION
OFFICE OF THE COMMISSIONER
70 SOX 0, JUNEAU, ALASKA 99811-1800 (907) 465-2600

April 4, 1989

Senator Mike S2ymanski
Alaska State Senate

PO Box V

Juneau, AK 99811

Dear Senator Szymar.ski

| am writing to state our support for the intent of SB 256. This
bill would allow the Department to reimburse the City of Seward for
legitimate expenditures for response to the oil spill in Prince
William Sound.

At present, the oil and hazardous substance fund may be used for
reimbursement to a municipality only if the Department has signed
an ag(eement with the municipality before the expenditure is made.
In this case, the City of Seward made expenditures to prepare to
keep product away from sensitive areas before an agreement could
be signed with the Department

The Department believes that the City should not be precluded from
reimbursement for these expenses simply because an agreement had
not been signed.  The expenditures will be reviewed by the
Department according to  procedures established for all
municipalities particrpating in this response. Expenditures wil
bo submitted for payment by EXXON before state funas are used.

Please let me know if there are any additional questions.

Sincerely,

Amy IX Kyl/]
Deputy Commissioner
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STATE OF ALASKA
1989 LEGISLATIVE SESSION

FISCAL
REQUEST;

Revision Date:
Title :"An Act relating to reimbursement

Senate C&RA
Senate C&RA

Sponsor:
Requestor:

EXPENDITURES/REVENUES:

OPERATING FY 89

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0-

(Thousands of Pol lan)
FY 90 FY 91

CAPITAL

REVENUE

FUNDING:  (Thousands of Dollars)

GENEKALFUND -0- -0- -0-
FEDERALFUNDS

OTHER

TOTAL

POSITIONS:

FULL-UME -0- Q- -0-
PART-TIME B
TEMPORARY

ANALYSIS (Aliach a separate page fnecessary)

Please see the attached analysis.

Richard 1. Peguesffilrector

Prepared by :
Division:

Approved by Commistskdaeer: Douglas B. B"lv,
Agency: Department of Law

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budgi
Impacted Agency (its)

N OTE

Admimisttetirtty Sersdlce.d-——-————- .-

BLLVRION  CSB 26 (G5RY)
PRISHDATE  4/1i/RQ

Agency Affected: Department of Law
BRU:Prosecution , Legal Services

for costs... released hazardous substance..."
Components: All

FY 92 FY 93 FY 94
-0- -0- -0-
0 -0- 0
-0- -0- -0-

Phone: 765-3672
Date: Apr-n Ar iqgpq

Attonmeev Generally.? April 6. 1989
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CONTINUATION of FISCAL NOTE ANALYSIS

Fop Dill/Resolution No. cssh 256

This bill, because it imposes no new responsibilities on the
department, will not have a fiscal impact on the Department of Law.
However, the department anticipates a major impact on state resources
arising out of litigation that it expects in respect to the collection
of state imposed civil penalties, pursuit of claims by the state for
damages against the responsible parties, and the defense of damage
claims against the state by fishermen and other affected persons, as a
result of the Exxon Valdez oilspill. Because this impact 1is not
directly related to the bill it will be addressed separately by the
department. Penalty collections and claims litigation will be extensive
and very expensive. The department hopes to be able to advise the
legislature on these matters within the next few days.
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Offered: 4/8/89 6-1163H
Referred: Finance

Original sponsors: Szymanski, Kerttula,

Kelly, and Sturgulewski

BY THE COMMUNITY AND REGIONAL

IN THE SENATE AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 256 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to reimbursement for costs incurred

and recovery of money expended as a result of a
released hazardous substance; and providing for an

effective date.”

BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

*

Section 1. AS 46.08.070(b) is amended to read:

(b) The attorney general, at the request of the commissioner,
shall immediately [MAY] seek to recover money expended by the depart-
ment under this chapter or other law to contain and clean up oil or a
hazardous substance that has been released or to control the threat-
ened release of oil or a hazardous substance.

Sec. 2.AS 46.08.070(c) 1is amended to read:

(c) The department may reimburse a municipality for actual
expenses, other than normal operating expenses, incurred in the abate-
ment of a release or threatened release of oil or a hazardous sub-
stance if

(1) the municipality has entered into an agreement with the
commissioner under AS 46.09.020(e) [BEFORE INCURRING THE EXPENSES FOR
WHICH REIMBURSEMENT 1S SOUGHT]; and

(2) the commissioner determines that the expenses were for
a necessary emergency first response to a release or threatened re-
lease that posed an imminent and substantial threat to the public
health or welfare, or to the environment.

Sec. 3.This Act is retroactive to March 24, 1989.

SB0256b -i - CSSB 256 (C&RA)



* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

CSSB 256 (C&RA) -2- SB0256b



H3 T\ F A U S W ‘ STEVE COWPER, GOVERNOR

DEPT. OF ENVIRONMENTAL CONSERVATION

OFFICE OF THE COMMISSIONER
PO BOX 0, JUNEAU, ALASKA 99811-1800 (907) 465-2600

April 4, 1989

Senator Mika Szymanski
,laBka State Senate
PO Box V

Juneau, AK 99811

Dear Senator Szymanski:

| am writing to state our supPort for the intent of SB 256. This
bill would allow the Department to reimburse the City of Seward for
legitimate expenditures for response to the oil spill in Prince
William Sound.

At present, the oil and hazardous substance fund may be used for
reimbursement to a municipality only if the Department has signed
an ag(eement with the municipality before the expenditure is made.
In this case, the City of Seward made expenditures to prepare to

keep_ product away from sensitive areas hefore an agreement could
be signed with the Department.

The Department believes that the City should not be precluded from
reimbursement for these expenses simply because an agreement had
not been signed.  The expenditures "will be reviewed by the
Department according to  procedures established  for aJ‘

I
municipalities participating in this response. EX£enditures Wil
be submitted for payment by EXXON before state funds are used.

Please let me know if there are any additional questions.

Sincerely,

Amy D< Kyl/j
Deputy Commissioner



Alaska Environmental Lobby, Inc.

BO. Box 22151  Juneau, Alaska 99802 907-586*2345

AtL ISSUE PAPER-SB 236:
REIMBURSEMENT FOR COSTS INCURRED AS A RESULT OF
OIL/HAZARDOUS SUBSTANCE RELEASE

The Alaska Environmental Lobby supports the Senate Community
And Regional Affairs CS for SB 256. It isabsolutely necessary that
the money spent on the Prince William Sound cleanup by the Department of
Environmental Conservation, municipalities, and other entitles be recovered
from the responsible parties.

The Exxon Valdez oil spill disaster has had tragic consequences for the
environment and the communities of Prince William Sound, and beyond. This
crisis required an immediate, emergency response. Substantial costs
have been Incurred both by DEC and the communities of Prince
William Sound In this large-scale cleanup and containment effort.
It is essential that this money be recovered from those responsible for this
grave environmental, social, and economic catastrophe.

The Alaska Environmental Lobby commends the Senate In this
effort to create a framework for containment and clean up
expenditure reimbursement. With this assurance of reimbursement,
local entitles and municipalities will be more likely to participate In future
oil and hazardous substance release prevention and cleanup.

Karen Brewster
April 11, 1989

ALASKA CENTEX FOR THE ENVIRONMENT «  ALASKA CHAPTER. SIERRA CLUB + JUNEAU OAQUR.SIERRACUJB + SITKAO0*00* SIERRA CLUB

KNIK GROUP SIERRA CLUB . OCNALI GROUP. SIERRA CLUB . ANCHORAOF AAJDUBON SOCIETY . ARCTIC AUOUBON SOCIETY

DENALICITIZENS COUNCIL ~ «  ALASKA FRIENDS OF THE EARTH  +«  JUNEAU AUDUBON SOCIETY + KACMEMAK BAY CONSERVATION SOCIETY

KENAT PENINSULA AUOUBON SOCIETY . KOOIAK AUDUBON SOCIETY . LYNN CANAL CONSERVATION . ALASKA WILDLIFE ALLIANCE

SITKA CONSERVATION SOCIETY . NORTHERN ALASKA ENVIRONMENTAL CENTER . SOUTHEAST ALASKA CONSERVATION COUNCIL
KNIK KANOERS AND KAYAKERS
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Senator Mike Szymanski

Daring Inlerim:
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Anchorage, Alaska 99503
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Legislative Information Office

NDUM Wasilla, Alaska 99687

(907) 376-M IKE
Represenative Eileen Maclean, Chairperson
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rpose of this legislation is to clarify the authority
the Commissioner of the Department of Environmental
vation to enter into agreements with municipalities.
larification is necessary 1in order to allow the DEC to

provide reimbursements from the oil and hazardous substance

fund t
and cl

Under
first

o municipalities for expenses related to oil containment
eanup activities.

current law (AS 46.08.070[c]), the DEC Commissioner must
enter into an agreement with a municipality before any

payments can be made from the oil and hazardous substance

fund.

SB 256 will amend current statute by allowing the

Commissioner to reimburse communities for expenses dating from

March

So. Anchorage

24, 1989.
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SENATE COMMITTEE REPORT

FIRST COMMITTEE OF REFERRAL

Date of 5-DAY NOTICE
IN ACCORDANCE WITH UNIFORM RULE 23
FURTHER

**EISCAL NOTE(\% MUST BE ATTACHED
IN ACCORDANCE WITH AS 24.08.035
4/'4//8%] DATE TURNED INTOIOFFICE_
Mr. President:

Finance Committee considered SB

payment of 1insurance claims under certain policies providing to the
state; efd

and recommended:
[ ] replace with CS [] same title
new title
[ ] attached amendment(s) and :

[ ] letter of intent adopted

] do pass

] do not passy . | d kd
] no recommendation

] individual recommendations

]

further referral to

FISCAL NOTE(S) attached [ ] zero é j fiscal impact _
[ ] appropriation no FN attached [ ] Gov. FN introduced w/ bill
MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS
Chair' signature and recommendation

[ 1] Committee backup attached



Wy-Ti*

10
n
12
13
14
15
16
17
18

19

20
2
22
23
24
25
26
27

28

Referred: Finance MV

BY THE RULES COMMITTEE BY
REQUEST (For the Health Care
IN THE SENATE Cost Containment Task Force)

SENATE BILL NO. 257

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to payment of insurance claims under
certain policies provided to the state; and providing

for an effective date.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.89.030 1is amended to read:

Sec. 21.89.030. PAYMENT. Except as provided in (b) of this
section, an [AN] insurance company doing business in this state may
not pay a judgment or settlement of a claim in this state for a loss
incurred in this state with an instrument other than a negotiable bank
check payable on demand and bearing even date with the date of writ-—
ing.

* Sec. 2. AS 21.89.030 is amended by adding a new subsection to read:

(b) An insurance company may pay a judgment or settlement of a

claim in this state for a loss incurred under a policy or contract

purchased under the provisions of AS 39.30, with a bank draft. In
this subsection, "bank draft"” has the meaning given in AS 45.03.-
104(b)(1).
* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
SB0257a COMMITTEE COPY 1' SB 257

Lef



STATE OF ALASKA BILL VtRSION:. SB 257
1989 LEGISLATIVE SESSION PUBLISH DATE:.

FISCAL NOTE

Revision Date: . rK:nyedaj: Ca‘n'TErce &E:Oﬂ. ml.
Title Payment of Insurance Clainms Insurance
Under Certain Vehicles Provided to the State

Sponsor:  Rules (Health Care Cost  Components:
Reguester:  Senate Finance /Containment Task Force)

REQUEST:

EXPENDITURES | REVENUES : (Thousands of Dollars:
OPERATING FY 89 FY 90 FY 91 1Y 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL

SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0
CAPITAL

0 0 o 0 0 0
REVENUE 0 0 0 0 . 0 \ 0

FUNDING: (Thousands of dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS:

FULL-TIME 0 | ] 0 ° ° ° °

PARTTIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

srenares oy PAUl Roller, Director ... 4652515
oivision _lnsurance e, 4-7-89

£Eom - i,
Approved by Commissioner:_Larry Nbrcumeff Phone: 465‘25([)
agency:  Department of Conmrerce & Economic Development o.... WK

Distnbution (by preoarer):
Legislative Finance
Legislative Sponsor
Requestor
O'fice of Management and Budget

impacted Agencydesi page c*

3747D/041089h
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Date of 5-DAY NOTICE +n/W
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Mﬁ{4ﬁﬁ%sident:
'FINANCE1 Committee considered SB*72-5'8"
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[] new title
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STATE OF ALASKA BILL VERSION: CS SB 258 (Finance)
1989 LEGISLATIVE SESSION PUBLISH DATE _

REQUEST: FISCAL NOTE

Revision Dete: T ] ncy Affected  Conmrerce & Econ. Dev.
Title  State exemption from certain Insurance
insurance premium taxes
nsor:  Rules (Health Care Cost ~ Components: .
uester: Senate Finance /Containment Task Force)

EXPENDITURES / REVENUES : (Thousands of Dollars)
OPERATING FY 89 FY % FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES

TRAVEL
CONTRACTUAL

S u P P L I E S

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING U U 0 U

CAPITAL 0 0 0 0 o 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER
TOTAL 0 0 0 0 0

POSITIONS:

FULLTIME 0 0
PARTTIME l
TEMPORARY 1

ANALYSIS: (Attach a separate page if necessary.)

Paul Roller, Director cnone.  465-2515
Insurance pare:.  4-7-89

Approved by Commissioner: Larry MerCU“e:ff Phone. 465'2500
agency:  Department of Conmefce & Economic Development ...

Prepared by:

Division:

Distribution (by preparer):

Legislative Finance Changes in the Fin CS have no
Legislative Sponsor flSC&l effe_Ct ThiS fiscal nOte
Requestor Is appropriate. AWYSFC: 4/10/89

Office of Management and Budget

Impacted Agencyties) page of

3753D/041089b



10

12

14

16

17

20
2
2

24
25
20
27
28

29

Original sponsor: Rules/Health Care Cost
Containment Task Force
IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 258 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the state exemption from certain
insurance premium taxes; aiid providing for an effec—
tive date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section AS 21.09.210(i) 1is amended to read:

(i) Premiums paid by the state for 1insurance policies and
tracts purchased wunder the provisions of AS 39.30 are exempt from
taxation under this section. An insurer may not include the tax
imposed under this section in a premium charged on an insurance policy
or contract purchased by the state under the provisions of AS 39.30.
An insurer nay <claim the [CLAIMS FOR] exemption [SHALL BE MADE] on
forms provided by the division of insurance.

* Sec. 2. This Act takes effect January 1, 1989.
(SSB 258(Fin)

con



Office of the President
MEVBER

PO.BOX V
TENTH ALASKA LEGISLATURE JUNE@S?)’}%@%Q\ZS’%“
ELEVENTH ALASKA LEGISLATURE
TWELFTH ALASKA LEGISLATURE
THIRTEENTH ALASKA LEGISLATURE PO. BOX 210001
S A S e e
SIXTEENTH ALASKA LEGISLATURE Semator Tinm Kelly
April 6, 1989

Senator Rick Uehling, Co-chair
Finance Committee

Alaska State Senate

Box V

Juneau, Ak 99811

Re: Scheduling SB 257 and SB 258.
Dear Senator Uehling,

. | would appreciate the scheduling SB 257 and SB 258 for a
Finance Committee hearing at your earliest convenience. These
two bills are recommended by the Health Care Cost Containment
Task Force. The¥] are in the nature of technical changes to
existing law. Their enactment would allow the Department of
Administration to affect substantial health care cost savings
for both FY 89 and FY 90.

~ For your information, the Task Force will be meeting
again on Wednesday, April 12,

Thank you for your consideration of this request,

Sincerely,

TIM KELLY
Alaska State Senator



S'S 2S¢ 2.01 PREMIUM TAXES

Currently, required by State Law (AS 39.30), Aetna charges a premium tax based upon the total
premium collected, applies for a tax refund at the end of the year, and then credits the retention

charge.

During our review, it was discovered that Aetna had collected the 1987 calendar year refund, but it
had not been credited. The 1988 refund has not been applied for as of yet (estimated 1987 credit
S1,650,000, estimated 1988 credit $1,750,000, for a total of $3,400,000).

It is recommended that Aetna reduce the premiums due during remaining year 1989 by the amount
of the 1987 & 1988 tax credit.

2.01A AS 3930

This law should be amended to exempt the State from paying this premium tax. It would simplify
the administration and retain the money in Alaska.

AK3/8920 - 17 -

A ommmmmyT  ni'rtrfi il



STATE OF ALASKA HEALTHCARE COST CONTAINMENT TASK FORCE

? Provided by: Arthur J. Gallagher & Co.

Aetna Life Insurance Company

April 3, 1969

At its March 29, 1989 meeting, the Healthcare Cost Containment Task Force requested
additional information on three financial issues. The following material provides Arthur
J. Gallagher's and Aetna's comments on the three issues.

1 Premium Taxes. There is a great deal of confusion on the Premium Tax issue.
Currently, premium taxes are paid to the State on the Health plans and then Aetna
files for a refund of the taxes. Thus, the net effect on the plan should be zero. In
determining the State's premium rates it is assumed there is no tax liability.

In order to recover the 1987 tax credit of $1,700,000 (51,300,000 active and $400,G00
retirees) the following needs to occur:

L. Combine plan financials at year end. This allows Aetna to cross
apply Premium Stabilization Account Funds.

2, The State Revenue Department has to issue 1988 premium tax refund
to Aetna prior to July 1, 1989.

3. Section 1 AS21.09210 (i) is amended effective January 1, 1989.
Aetna will credit $1,700,000 as directed by administration.
2. Extended Liability Reserves. Under the State's plan there is an extension of
benefits which continues Medical coverage for up to 12 months for employees who
are totally disabled at contract termination. This is deferred liability wnich cannot

be measured while the plan is active.

Aetna provides for this liability by establishing reserves at each renewal. The
extended liability reserves established as of the July 1, 1988 renewal are as follows:

Extended Liability Extended Maturity Total 80%
Actives $2,178,045 $857,139 $3,035184 $2,400,000
Retirees 1162282 27,189 1,189,471 900,000

Note: These reserves were outlined on page 18A of Arthur J. Gallagher's
March 29, 1989 Report on the Task Force.

Aetna would be agreeable to transferring the extended liability to the State in the event of
contract termination. With the transfer of liability, 80% of the reserves would no longer
be reauired”™ The remaining 20% of the reserves would be required to provide for
extended liabilities while the contract is in force.

To accomplish the transfer of liability, Aetna would need to make a change to the
contract with the State. Also, a notice would need to be provided to employees
indicating that the State has assumed this liability.



State of Alaska Healthcare Cost Containment
Page Two

If the State wishes to proceed with this change we would need an effective date. Once
implemented, Aetna would credit the State for that portion of the reserves. Aetna will
credit Extended reserves of $3,300,000, as directed by Administration.

3. Minimum Premium. Aetna has a minimum premium product available called the
Split Funded Group Plan (SFGP). There are two types of SFGP available: one
where Aetna retains terminal liabilities and reserves, and one where terminal
liabilities and reserves are transferred to the State. AIll further discussion will
assume the State is responsible for terminal liabilities and reserves.

The following table outlines the reserves available to the State:

Actives Retirees
July 1, 1988 Reserves:
Unpaid claim $ 7,808,469 $4127414
Extended Liability 3.035184 1189.47!1
Total $10,843,653 $5,316,885
Estimated Float Claims -A 17 5flQp -925.000
$ 8668653 $4,391,885
Reserve Release Charge -346.746 -175675
Net Reserve Release $ 8,321,907 $4,216,210

Note: SBS Option | benefits are combined with basic benefits to avoid producing two
separate claim transactions and the expenses associated with two transactions. It is
assumed that Option | would also convert to SFGP to continue these expense
savings.

Aetna would need to retain a portion of the reserves to cover "float" claims outstanding
on the conversion date. Float claims are those claims where a claim check has been
issued but not recorded as paid. The liability is estimated to be approximately two
weeks of claims.

In addition, if the reserves are released In a lump sum there is a charge made to cover
the opportunity costs associated with the conversion of assets to cash. Currently, the

charge is equal to 4% of the lump sum payment. The charge would be waived if the

reserves were released in 12 installments.

Upon the conversion to SFGP, Aetna's costs would increase as follows:

Actives Retirees

Lost Interest $ 867492 $425,351
Banking and Administration 86,000 37,000
Additional Risk 54218 26.584
TOTAL $1007,710 $488,935

Currently, Aetna is crediting interest to the State on the claim reserves at an annual rate
in the range of 75% to 85%. This interest is used to offset some of the expenses under
the plan. Once released, the net expenses increase by the amount of the lost interest.
Aetna has .assumed 8% in this illustration.
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State 0f Alaska Healthcare CoJt Containment
Pige Three

The banking and administration charges cover the added mat* aisociated with SFGP.
Although terminal liabilities and reserves shift to the State, Aetna guarantees payment of

these liabilities in the event the Slate cannot provide the funds. Aetna assesses an
»<iditio/v»i risL . /uj Utu Muininn* Thfc n*x charge couta dc waiYOU = there is

Latter of Credit for 120% of the reserves.

It would be necessary to Increase the "conventional " premium rates to provide for these
additional *kpens«.

Under acrcr <.,ian$ciuem, xiie following aaamoruu documents are required to
Implement 5FGP:

Thc Letter of Intent <K»hiblt A) nuriine-t the State's desire to implement
SFGP and accepts In principal the various Agreements.

The Banking Agreement (Exhibit 5) sets up the wire transfer of funds
betwaon the Stale and Connecticut National Bank.

The Split Funded Agreement (Exhibit C) amends the tniurance contract and
outlines the various terms and conditions of the arrangement

The Jtatrpspfctive Premium Agreement (Exhibit D) provides for the call on
¥y unused Claim Liability Limit tn hind »ccckjnfeirg d» Kdi.

The Termination Liability Fund (Exhibit E) is necessary to ansure >jat
adequate reserve funding is available at all time*

In addition to these documents, a notice needs to he sent tn tho omploy.*™ announcing
tne change to SKIP.

Under 5PGP. the conventional premium would N> split into two components. A basic
premium component equal to the estimated expenses would be developed and paid to
Aetna monthly. The basic premium level is not guaranteed and would be "trued up" at
year and based upon actual plan costs. The remainder of the conventional premium
would be retained by the Slate's lor claim payment.

Due to associated com and ease of administration. It laneoomrrutnded that the State
rsvtaw mSpill Cun”Lnw A«-i-n* retain* tamUnjil IL*LUitlir> <xid rnarvw. The net

impact o' this on FY 89, 90 depends upon the actual claims paid and the State's
Accounting practices.

It la further recommended that tha Task Force continue to pursue Cost Containment
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CSSB 260
Fiscal Note Analysis

1. This bill imposes an additional severance tax on oil of

$.05 per barrel. This tax revenue 1is deposited into the
general fund but a special accounting is to be kept of these
deposits. Once the balance of deposits from this tax equals

or exceeds $25 million the tax 1is discontinued until 3uch
time as the balance falls below $25 million at which point
the tax 1is reimposed.

2. The FY 1990 number 1is for the 12 month period. Depending
on the actual effective date, the numbers can be multiplied
proportionally.

3. The volumes are based on the mid-price scenario of the
Spring 1989 Department Revenue forecast,

4. The sum of revenue collected from this tax under our
current assumptions from FY 1990 through FY 1994 1is $140
million, well above the $25 million cap. It is likely that a
significant portion of the revenue collected under this tax
between FY 1990 and FY 1994 would be expended to ameliorate
impacts of the EXXON/Valdez spill. The following table
illustrates therefore, the maximum revenue that could be
generated from a $.05/bbl tax and the cumulative amount
which could theoretical be made available 1in the event of
another catastrophic oil spill.

5. The following table also illustrates the projected
revenue potential of increasing the tax to $.10/bbl and
imposing the tax on State royalty barrels. Each 1increase in
the tax of $.05/bbl increases revenues by roughly $30
million per year with a declining difference as Alaska
production declines. The taxing of royalty barrels has the
effect of transferring part of the royalty income (general
fund and permanent fund) to the spill fund and has no net
fiscal effect on State revenues.

6. Because the of the imposition-suspension feature of the
tax, the practical effect of the $25 million fund size 1is to
limit the size of the check which could be immediately

written to cover oil spill costs. There are several
considerations with respect to the size of the fund. The
ability to generate revenues into this fund is tied to
future production. That is, it is harder to replenish the
fund in later years as Alaskan production declines. For
instance referring to the table, if a catastrophic spill

occurred in 1995 which required the State to spend $100
million, and the fund was capped at $25 million, the fund
could not be replenished until the following year. And if
it is assumed that future fund revenues are available to
cover the remaining $75 million in costs associated with
this hypothetical spill, this would take 6 years (2000).
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Comparison of Revenue Potential of a Severance Tax of
$.05/bbl and $.10/bhl With and Without Exemption of
State Rﬁyalty Production
(Millions 9
five five
cents cents
w/o roy accum w/roy accum
1990 32 32 36 .
1991 30 62 35 |
1992 28 91 33 /04
1993 26 117 30 /134
1994 23 140 21 / 160
1993 20 160 23 [ 184
1996 17 178 20 / 204
1997 15 193 17 / 221
1998 13 206 } / 236
1999 1 217 3 248
2000 9 226 259
2001 8 234 /9 269
2002 7 241 / 8 271
2003 6 247 / 6 283
2004 5 252 6 289
2005 4 255 ﬂ 293
2006 3 259 297
2007 3 261 / 3 300
2008 2 264/ 3 302
ten ten
cents cents
w/o roy  /cecum w/roy accum
1990 63 [/ 63 73 73
1991 61 124 70 142
1992 57/ 181 65 208
1993 52/ 233 60 267
1994 47/ 280 54 321
1995 321 47 367
1996 25 355 40 407
1997 /30 Jt'5 34 442
1998 / 35; 411 30 471
1999 / 433 25 497
2000 /19 452 22 518
2001 4 16 469 19 537
2002 // 1 482 16 553
5003 1 194 13 566
2004/ 10 504 11 577
2002 7 511 9 586
2006 6 517 7 593
2/07 5 523 6 599
21)08 5 528 6 605



REDUCTION OF SEVERANCE TAX FROM SB 260
MILLIONS OF DOLLARS
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Original sponsors: Kerttula and Szymanski

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 260 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act imposing a conservation surcharge on oil
subject to the oil and gas properties production tax;
authorizing the appropriation of the proceeds of the
surcnarge to the oil and hazardous substance release
response fund; providing for suspension of the sur-
charge when cumulative deposits of revenue generated
by the surcharge equal or exceed cumulative expendi-
tures from the fund by $50,000,000, and for reimposi-
tion of the surcharge when cumulative deposits of
revenue generated by the surcharge do not exceed
cumulative expenditures from the fund by $50,000,000
or more; requiring suspension of the surcharge under
other conditions; and providing for an effective
date."

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

* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that the
March 24, 1989, oil spill disaster in Prince William Sound demonstrates a
need for the state to have an independent spill containment and cleanup
capability in the event of future discharges of oil or a hazardous sub-
stance .

(b) It is the purpose of this Act to provide assurance to the peop
of the state that their health, safety, and well-being will be protected

from the adverse consequences of oil and hazardous substance releases of a
magnitude that presents a grave and substantial threat to the economy and

- (SSB 260(Fin)



| the environment of the state.

2 « Sec. 2. AS 43.55 is amended by adding new sections to read:

3 ARTICLE 2. CONSERVATION SURCHARGE.

4 Sec. 43.55.200. SURCHARGE LEVIED. (a) Every producer of oil

5 shall pay a surcharge of $.05 per barrel of oil produced from each

6 lease or property in the state, less anyoil the ownership or right to

7 which is exempt from taxation.

3 (b) TnM surcharge imposed by (a) of this section is in addition

9 to and shall be paid in the same manner as the tax imposed hy AS 43.-

10 55.011 - 43.55.150.

i (c) A producer of oil shall make reports of production in the

12 same manner and under the same penalties as required under AS 43.55.-

13 011 - 43.55.150.

14 Sec. 43.55.210. DISPOSITION OF PROCEEDS OF SURCHARGE. (a) The
commissioner shall deposit the proceeds of the surcharge levied by

16 AS 43.55.200 into the general fund.

iy (b) The commissioner of administration shall separately accolt

for all proceeds of the surcharge that are deposited into the general

fund.
20 Sec. 43.55.220. USE OF REVENUE DERIVED FROM SURCHARGE.  The
2 legislature may appropriate the annual estimated balance of the ac-
22 count established under AS 43.55.210 to  the oil and hazardous sub-
23 stance release response fund established by AS 46.08.010.
24 Sec. 43.55.230. SUSPENSION AND REIMPOSITION OF THE SURCHARGE,
3 (@) Not later than 30 days after the end of each calendar quarter,
Bi the commissioner of administration shall determine the cumulative
21 total of money
8 (1) that has been deposited through that calendar
29 into the general fund under AS 43.55.210;

CSSB 260(Fin) -2-



(2) expended through that calendar quarter from the oil and
hazardous substance release response fund established in AS 46.08.010.

(b) Within 15 days after making the determinations required by
() of this section, the commissioner of administration shall report
to the commissioner the difference between the amount determined under
(a)(1) of this section and amount determined under (a)(2) of this
section.

(c) If thecommissioner of administration reports that the
difference determined under (b) of this section equals or exceeds
$50,000,000, the commissioner of revenue shall suspend imposition and
collection of the surcharge leviedand collected under AS 43.55.200,
Suspension of the impositionand collection of the surcharge begins on
the first day of the calendar quarter next following the commission-
er's receipt of the commissioner of administration's report under (b)
of this section. Before the first day of a suspension authorized by
this subsection, the commissioner shall make a reasonable effort to
notify all persons who are known to the department to be paying the
surcharge under AS 43.55.200 that the surcharge will be suspended.

(d) Except as provided in AS 43.55.240, if the commissioner of
administration reports that the difference determined under (b) of
this section is less than $50,000,000, the commissioner of revenue
shall require imposition and collection of the surcharge authorized
under AS 43.55.200. Reimposition of the surcharge begins on the first
day of the calendar quarter next following the commissioner's receipt
of the commissioner of administration's report under (b) of this
section. Before the first day of reimposition of the surcharge au-
thorized by this subsection, the commissioner shall make a reasonable

effort to notify all persons who are known to the department to be
required to pay the surcharge under AS 43.55.200 that the surcharge
-3- CSSB 260(Fin)
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will be reimposed.

Sec. A3.55.240. SURCHARGE NOT IMPOSED. The surcharged author-
ized by AS 43.55.200 is not levied during any fiscal year for which
the estimated revenue from the surcharge would be sufficient to re-
store the balance of the oil and hazardous substance release response
fund on the first day of the fiscal year to at least $50,000,000, and

(1) the legislature does not, during the regular legisla-
tive session preceding the first day of the fiscal year, appropriate
money from the general fund to the oil and hazardous substance releasa
response fund sufficient to restore the balance of that fund on the
first day of the fiscal year to at least $50,000,000; or

(2) the legislature, during the regular legislative session
preceding the first day of the fiscal year, appropriates money from
the general fund to the oil and hazardous substance release response
fund sufficient to restore the balance of that fund on the first day
of the fiscal year to at least $50,000,000 and, because of guberna-

torial veto or reduction in the amount of the appropriation, restor - j

tion of the balance of the fund to at least $50,000,000 does not
become law.

Sec. 43.55.290. DEFINITION. In AS 43.55.200 - 43.55.290 "sur-
charge'lmeans the surcharge levied by AS 43.55.200.

* Sec. 3. APPLICATION OF AS 43.55.240. (a) AS 43.55.240, added by
sec. 2 of this Act, does not apply to prevent the levy and collection of
the surcharge imposed by AS 43.55.200 until the first day of the fiscal
year next following the day on which the balance of the oil and hazardous
substance release response fund first exceeds $50,000,000.

(b) The commissioner of administration shall certify to the commis-

sioner of environmental conservation, the commissioner of revenue, and the
division of legislative finance the date on which the balance of the oil

CSSB 260(Fin) -4-
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and hazardous substance release response fund first exceeds $50,000,000.

* Sec. 4. APPLICABILITY OF ACT. This Act does not relieve a person
responsible for an oil terminal facility, offshore exploration or produc-
tion facility, or a vessel that transports crude oil, or a person who has
control of a hazardous substance, from the responsibility for containing
and cleaning up a discharge of oil or the hazardous substance as required
by law.

« Sec. 5. SEVERABILITY. If any provision of this Act, or the applica-
tion of this Act to any person or circumstance, is held invalid, the re-
mainder of this Act and its application to other persons or circumstances
shall not be affected by that holding.

.+ Sec. 6. This Act takes effect July 1, 1989.

5 CSSB 260(Fin)
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4/26/89

Original sponsors: Kerttula and Szymanski

IN THE SENATE
CS FOR SENATE BILL NO. 260 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act imposing a nickel-per-barrel fee on crude
oil; authorizing the appropriation of the proceeds of
the fee to the oil and hazardous substance release
response fund; providing for suspension of the fee
when cumulative deposits of revenue generated by the
fee equal or exceed_cumulative expenditures from the
fund by $2—5—,—000y6(r)6:, and for reimposition of the fee
when cumulative deposits of revenue generated by the
fee do n/g_E(T*,exceefpVC_cumuIative expenditures from the
fund by $D+000-r000- or more; requiring suspension of
the fee under other conditions; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. (a) “he legislature finds that the
March 24, 1989, oil spill disaster in Prince William Sound demonstrates a
need for the state to have an independent spill containment and cleanup
capability in the event of future discharges of oil or a hazardous sub-
stance .

(b) It is the purpose of this Act to provide assurance to the peopl
of the state that their health, safety, and well-being will be protected
from the adverse consequences of oil and hazardous substance releases of a
magnitude that presents a grave and substantial threat to the economy and
the environment of the state.

* Sec. 2. AS 43 is amended by adding a new chapter to read:

CSB 260( )



CHAPTi « ON (RULE OIL.

Sec. 43.59.010 *ED. Every person who delivers crude oil
to a port for transportation by a vessel that transits the navigable
waters of the state shall pay a fee of $.05 per barrel of the crude
oil delivered, less royalty oil the ownership or right to which is
exempt from taxation under this title.

Sec. 43.59.020. ADMINISTRATION OF THE FEE. (a) The fee on
crude oil shall be paid quarterly. The fee is due on the 20th day of
the month following the close of the calendar quartet on crude oil
delivered to the port during the preceding calendar quarter. If the
fee is not paid before the end of the month in which it becomes due,
the fee becomes delinquent.

(b) The fee shall be paid by the person delivering the crude oil
to the port for transportation.

(¢c) In making settlement with the royalty owner the person
paying the fee may deduct the amount of the fee paid on royalty oil,
or may at the time the fee becomes due deduct royalty oil equivalent
in value to the amount of the fee paid.

(d) The fee shall be paid to the department, and the person
required to pay the fee shall file with the department at the time the
fee is required to be paid a report, under oath, on forms prescribed
by or acceptable tothe department, giving with otherinformation
requited, the following:

*(1) the name of the person paying the fee;

(2) the total volume of the crude oil delivered for trans-
portation; and

(3) the name of the first purchaser and the price received
for the crude oilif sold in the state.

(e) Reports byor on behalf of the person required to report

CSSB 260( ) -2-
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under (d) of this section are delinquent the first day following the
day the fee is due. Each person required to report under (d) of this
section is subject to a penalty of $1,000 a day for each day during
which the report is not filed. The penalty for failure to file a
report is in addition to the penalty for delinquent fees under (h) of
this section, and is a lien against the assets of the person required
to report under (d) of this section.

(f) The department may

(1) require a person who is obligated to pay the fee due
under this chapter, the agent or employee of the person, or the owner
or former owner of a royalty interest in crude oil, to furnish addi-
tional information that is considered by the department as necessary
to compute the amount of the fee;

(2) examine the books, records, and files of a perso’
identified in (1) of this subsection;

(3) conduct hearings and compel the attendance of witnesses
and the production of books, records, and papers of any person identi-
fied in (1) of this subsection; and

(4) make an investigation or hoxd an inquiry that is con-
s”lered necessary to a disclosure of the facts as to the volume of
crude oil transported.

(y) The department may determine whether or not a report re-
quired under this chapter is correct. If a person makes an untrue or
incorrect report, or fails or refuses to make a report, the department
shall, under regulations prescribed by it, determine the correct
amount of crude oil on which the fee is payable and compute the fee.

(h) When the fee provided for in this chapter becomes delin-
quent, it bears interest at the rate prescribed in AS 43.05.225. If a
person fails to make a report required by this chapter within the time

-3- CSSB 260( )



prescribed by law for the report, the department shall examine the
books, records, and files of the person to determine the amount and
value of the crude oil delivered to compute the fee, and the depart-
ment shall add to the fee the cost of the examination, together with
any penalties accrued.

(1) In case of overpayment, duplicate payment, or payment m
in error, the department may issue a certificate stating the facts and
the amount of the refund to which the person required to pay the fee
is entitled. Upon presentation of the certificate to the Department
of Administration, the Department of Administration shall issue a
warrant for the refund.

(j)  The department mayadopt regulations forthe purpose of
making and filing reports required by this chapter and otherwise
necessary to the enforcementof this chapter.  Thedepartment may
require a sufficient bond from every person charged with the making
and filing of reports and the payment of the fee.The bond shall run
to the state and shall be conditioned upon the making and filing of
reports as required by law, upon compliance with the regulations of
ehe department, and for the prompt payment, by the principal on the
bond, of all fees due the state by virtue of this chapter.

(k) If reports required have not been filed or are insufficient
to furnish the information requir. d by the department, the Department
of Law shall institute, in the name of the state upon relation of the
department, the necessary action or proceedings to enjoin the person
from continuing operations until the reports are filed.

Sec. 43.59.030. DISPOSITION OF PROCEEDS OF FEE. (a) The com-
missioner shall deposit the proceeds of the fee into the general fund.

(b) The commissioner of administration shall separately accou

for all proceeds of the fee deposited into the general fund.

CSSB 260( ) -4-
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Sec. A3.59.040. USE OF REVENUE DERIVED FROM FEE. The legisla-
ture may appropriate the annual estimated balance of the account
established under AS 43.59.030 to the oil and hazardous substance
release r-espo~»se fund established by AS 46.08.010.

Sec. 43.59.050. SUSPENSION AND REIMPOSITION OF THE FEE.  (a)
Not later than 30 days after the end of each calendar quarter, the
commissioner of administration shall determine the cumulative total of
money

(1) that has been deposited through that calendar qua'ter
into the general fund under AS 43.59.030;

(2) expended through that calendar quarter from the oil and
hazardous substance release response fund established in AS 46.08.010,

(b) Within 15 days after making the determinations required by
() of this section, the commissioner of administration shall report
to the commissioner the difference between the amount determined under
(a)vD of this section and amount determined under (a)(2) of this
section.,

(¢c) If the commissioner of administration reports that the
difference determined undei (b) of this section equals or exceeds
570007000~ the commissioner of revenue shall suspend imposition and
collection of the fee levied and collected under AS 43.59.010. Sus-
pension of the imposition and collection of the fee begins on the
first day of the calendar quarter next following the commissioner's
receipt of the commissioner of administration's reporc under (b) of
this section. Before the first day of a suspension authorized by this
subsection, the commissioner shall make a reasonable effort to notify
all persons who are known to the department to be paying the fee under
this chapter that the fee will be suspended.

(d) Except as provided in AS 43.59.060, if the commissioner of

-5- CSSB 260( )



administration reports thatthe difference determined under (b) of
this section is less than $25,000,000, the commissioner of revenue
shall require imposition and collection of the fee authorized under
AS 43.59.010. Reimposition of the fee begins on the first day of the
calendar quarter nextfollowing the commissioner's receiptof the
commissioner of administration's report under (b) of this section.
Before the first day of reimposition of the fee authorized by this
subsection, the commissioner shall make a reasonable effort to notify
all persons who are known to the department to hbe required to pay the
fee under this chapter that the fee will be reimposed.

Sec. 43.59.060. FEE NOT IMPOSED. The fee authorized by this
chapter is not levied during any fiscal year for which the estimated
revenue from the fee would be sufficient to restore the balance of the
oil and hazardous substance release response fund on tho first day of
the fiscal year to at least 7$2§~tr6857V60© and

(1) the legislature does not, during the regular legisla-
tive session preceding the first day of the fiscal year, appropriate
money from the general fund to the oil and hazardous substance release
response fund sufficient to restore the balance of that fund onthe
first day of the fiscal yearto atleast $25,000,000; or

(2) the legislature, during the regular legislative sessior
preceding the first day of the fiscal vyear, appropriates money from
the general fund to the oil and hazardous substance release response
fund sufficient to restore the balance of that fund on the first day
of the fiscal year to at least $25,000,000 and, because of guberna-
torial veto or reduction in the amount of the appropriation, restora-
tion of the balance of the fund to at least $25,000,000 does not
become law.

Sec. 43.59.100. DEFINITIONS. In this chapter
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(1) "barrel of oil" has the meaning given in ASA3.55.140;
(2) "fee" means the fee levied by AS 43.59.010;
(3) "navigable waters” has the meaning given in AS 38.05.-

965;

(4) "oil" has the meaning given in AS 43.55.140,
(5) "ownership or right to which is exempt from taxation"

has the meaning given in AS 43.55.140;

(6) "vessel" has the meaning given in AS 46.04.120.

* Sec. 3. APPLICATION OF AS h3.59.060. (c) AS 43.59.060, added by
sec. 2 t; this Act, does not apply to prevent the levy and collection of
the fee imposed by AS 43.59 until the first day of the fiscal year next
following the day on which the balance of the oil and hazardous substance
release response fund first exceeds $25,000,000.

(b) The commissioner of administration shall certify to the commis-
sioner of environmental conservation, the commissioner of revenue, and the
division of legislative finance the date on which the balance of the oil
and hazardous substance release response fund first exceeds $2.5,000,000,

* Sec. 4. APPLICABILITY OF ACT. This Act does not relieve a person
responsible for an til terminal facility, offshore exploration or produc-
tion facility, or a vessel that transports crude oil, or a person who has
control of a hazardous substance, from the responsibility for containing
and cleaning up a discharge of cil or the hazardous substance as required
by law.

* Sec. 5. This Act takes effect July 1, 1989,

-7- CSSB 260( )
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LEGISLATIVE AHFAIRS AGENCY

MEMORANDUM April 28, 1989

SUBJECT: CSSB 260 ( ) - sectional analysis

TO: Senator Rick Uehling, Co-Chair
Senate Finance Committee

FROM: Jack Chenoweth

Legislative Counsel

The draft legislation imposes a nickel-per-barrel fee on
certain crudé ojl and prescribes the manner of its adminis-
tration, authorizes appropriation of revenue Penerated by
the fee to the oil and hazardous substance reflease response
fund (AS 46.08.010), and provides a mechanism by which the
levy and collection of the fee will "click on" and "click
off" under certain circumstances.

Bill section 1 offers a statement of the Rurpose for the
legislation. The statement appears in other Senate-
sponsored legislation that is part of this four-hill
package.

Bill section 2 adds a new chapter, chapter 59, to AS 43:

Sec. <t3.59.010 levies the fee. The fee is payable by
persons delivering crude oil to a port for transportation’ by
a vessel in the navigable water of the state.

Sec. 43.59.020 details the manner of administration of
the fee. The language is Dased on and draws from the pro-
visions governing administration of the severance tax.

Sec. 43.59.030 directs payment of the revenue from the
fe« into the general fund and a separate accounting of the
amounts so deposit."’.

Sec. 43.59.040 authorizes the Ie?isla
ate from the account (in the general fund)



Senator Rick Uehling
Page 2
April 28, 1989

hazardous substance release response fund (AS 46.08.010) an
existing fund.

Sec. 43.59.050 contains one element of the "on/off'
feature applicable to levy and collection of the fee.
Comparing amounts deFosHed into the general fund to amounts
expended from the oil and hazardous substance release re-
sponse fund: when cumulative revenue generated by the fee
exceeds cumulative exPendltures from the fund by $25,000,000
or more, levy and collection of the fee is suspéended; when
cumulative revenue from the fee exceeds cumulative
expenditures from the fund by less than $25,000,000, levy
and collection of the fee is reimposed. The cumulative
totalling is done 30 da¥s after the close of the calendar

uarter; a comparison ot the two figures follows; the change
%{.e._suspen3|on 0r re|n1P03|t|0n_of the fee) takes effect
the first day of the next following calendar quarter. The
commissioner  of revenue must alert taxpayers to the
change(s).

Sec. 43.59.060 addresses the second element of the
Mon/off" feature applicable to the levy and collection of
the fee. If, during a forthcoming fiscal year, estimated
revenue from the fee would be sufficient to restore the bal-
ance of the oil and hazardous substance release response
;und }o $25,000,000, the fee may not be imposed during that

iscal year
/ _—- if the legislature adjourns from a regular

session without appropriating revenue from the fee from
the general fund over to the oil and hazardous sub-
stance release response fund sufficient to restore the
balance of that fund to it least $25,000,000; or

-- if the legislature makes the appropriation but
the governor, exercising veto powers, does not allow
the apFroprlatlon of an amount sufficient to restore
the balance of that find to at least $25,000,000.

Sec. 43.59.100 adds definitions pertinent to the chap-

fer

Bill section 3. is included in order to meet the argument
that, in its first year, the estimated revenue from the fee
may not be sufficient to brlng the halance in the oil and
hazardous substance release résponse fund to at least
$25,000,000. In essence, the "on/off" feature does not
trlg%fr until the balance of that fund first reaches
$25,000,000.
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Bill section 4, a provision common to the various bills in
this package, is included to make clear that this legis- |
lation does not relieve a i)arty from exercising responsibil-
ity for a containment or cleanup as may be required by law.

Bill section 5 gives the bill July 1, 1989 effective date.

JC: glc
WKG10/011
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SUBJECT: Draft CSSB 260 ( )
TO: Senator Drue Pearce

ATTN: Elizabeth Ziegler
FROM : Jack Chenoweth

Legislative Couns

| ubstitutes the contents of CSSB 266 ( ),

| aft s
1/89, for the material originally included i

his Il dr
-1180 H, 4/2
B 2

To be consistent with the bill sponsor’s intent, the change
you inquired about--substituting "or" for "and" in line 9 of
page 6--should not be made. To cut off
fee, two conditions were intended: (1)
anticipated revenue and (2) legislative
to appropriate.

T
6-118
SB 26

r
operation of the

the availability of
failure or refusal

More troublesome, however, and something that should receive
attention, would be the legislature's apProprlatlon coupled
with a gubernatorial veto or reduction of that appropriation.
In that event, in.m Judgiment, the Ianguage as offered must
be literally applied so that despite the actual failure to
move money from the general fund into the oil and hazardous
substance release response fund (because of the |mf)03|t|or_1
of a veto), the tax would not be suspended but would continue
to_oPe,rate since the legislature did appropriate. |If the

point is unclear or not consistent with a committee's
intent, we would need to give more attention to that
section.

In any event, | sense some confusion as to how AS 43.59.060
IS to work.

This section works, as I've noted, in two steps. _The legis
lature must look ahead one fiscal year and determine, on the
basis of estimates, whether the nickel-per-barrel fee pro-
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ceeds payable into the general fund will yield $25,000,000.
IT the answer to that is "yes," the legislature, before it
closes up shop for the session, must appropriate from the
general fund over to the oil and hazardous substance release
response fund. (In that respect, the process follows cur—
rent state appropriations practice: the annual general ap—
propriations act--the budget--appropriates anticipated re—
ceipts of that fiscal year, not cash in hand, and puts the
money on the agencies®™ books, available for use, effective
the first day of the fiscal year.) This bill might operate
with more certainty if the legislature looked not to antic—
ipated receipts during a following fiscal year but to es—
timated receipts for the year in which the legislature was
convened, or what the late Senator Don Bennett had thought
to do with the operation of state government under an ap—
proach that would appropriate actual, not anticipated, re—
ceipts. But the shift from one fiscal year®s anticipated
receipts back to expected receipts for the preceding fiscal
year is a policy judgment, not for me to decide.

JC :gc
WKG9/080
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