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• Program 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 e i t h e r •decreased 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 pre m i u m  rates since 1985 even though the 

law would have permitted it. As a result, the p rogram has the 

lowest pr e m i u m  rates of the six programs reviewed.

Wisconsin has taken several steps to boost enrollment. In 

1985 it implemented a program, financed 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 12 1 Subsidy Percentage b y  Income and Mnmh>er of 

Persona Assisted by the Wisconsin Program

Household

income

Subsidy as a 

percentage of premium
Number of 

policies

Under $9,000 

$9, 0 0 0 - $ l l ,999 

$12,000-$14,999 

$15,000-$16,499

33.3

29.0

23.0

17.0

253

151

138
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 in 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.



E f f o r t s t o  C o nt ro l  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 factor 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 
•subsidiec 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, in 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.

e n r o l l e e  c h a r a c t e r i s t i c s

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 t h e  treatment of A I D S  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 

p o p u l a t i o n .
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D e m o g r a p h i c s  o f  R i s k  

P o o l  E n r o l l e e s

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_______

A g e  R i s k  p o o l  N a t i o n a l

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

Under 30 22 47

30-39 14 16

40-49 15 1 1
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 for 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, large 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

8 8  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 

•under a'policy.

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 for the

Table 14: Average 1986 Clalae Expenses per Policyholder 
ror State Risk Pool P r o g r a m

State

Average claims 

expense per

policyholder

Connecticut

Florida

Indiana

Minnesota

North Dakota

Wisconsin

$ 1,742 

2,504 

3, 713 
1,904 

2,495 

1,555

2 5



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 I n c u r r e d , . 

by Medical Condition, for Three State Risk Pool 
Programs, to C o m p a n y 1 8  1^86 Average Claims Expense

Percent of claims expenses paid

Medical condition
Company

averaae Florida Indiana Wisconsin

Heart arid circulatory 

diseases 1 2 1 2  ’ 15 23
Cancer 7 15 18 13
Abdominal conditions 1 0 18 1 0 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 insurance 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 pr o b l e m  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, Iowa, Minnesota, and N e b r a s k a — specifically make 

’ndividuals 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 for 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 p rogram 

performance generally has not been developed. Officials in the iix 
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 find the 

programs most attractive or, more importantly, which segments to 

target in order to bring coverage to those in need. Officials in 

the six staces reviewed generally believe that their p ograms are 

not serving all the medically uninsurable in 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 for the uninsured, had -not been developed.
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APPENDIX I

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 Island 

Vermont 

Virginia



APPENDIX II

a p p e n d i x

Alaska 

California 
Georgia 

Mississippi 
Missouri- 

New York 

Ohio

South Carolina
South Dakota
Texas

Vermont

West Virginia

a-i-ATES T H A T  C O N S I D E R E D ,  B U T  D I D  N O T  E N A C T ,  

L E G I S L A T I O N  A U T H O R I Z I N G  A  R I S K  P O O L  D U R I N G  1987



appendix  I I I APPENDIX I

P R I V A T E  G R O U P S  A N D  O R G A N I Z A T I O N S  
C O N T A C T E D  T O  O B T A I N  I N F O R M A T I O N  O N  R I S K  POOLS

A m e r i c a n  Dia.betes A s s o c i a t i o n  
W a s h i n g t o n ,  D.C.

3 1 u e  C r o s s  a n d  B l u e  S h i e l d  A s s o c i a t i o n  
W a s h i n g t o n ,  D.C.

C e n t e r  f o r  H e a l t h  A f f a i r s  
C h e v y  Ch a s e ,  M a r y l a n d

C o m m u n i c a t i n g  for A g r i c u l t u r e  
M i n n e a p o l i s ,  M i n n e s o t a

E m p l o y e e  B e n e f i t s  R e s e a r c h  I n s t i t u t e  
W a s h i n g t o n , -  D.C.

H e a l t h  Insursince A s s o c i a t i o n  o f  A m e r i c a  

W a s h i n g t o n ,  D.C.

I n t e r g o v e r n m e n t a l  H e a l t h  P o l i c y  P r o j e c t  
G e o r g e t o w n  U n i v e r s i t y  
W a s h i n g t o n ,  D.C.

N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  

K a n s a s  City, K a n s a s

N a t i o n a l  G o v e r n o r s '  A s s o c i a t i o n  

W a s h i n g t o n ,  D.C.

N a t i o n a l  H e a l t h  P o l i c y  F o r u m  
G e o r g e  W a s h i n g t o n  U n i v e r s i t y  
W a s h i n g t o n ,  D.C.

T h e  C e n t e r  for S t u d y  o f  S o c i a l  P o l i c y  
W a s h i n g t o n ,  D.C.

U r b a n  I n s t i t u t e  
W a s h i n g t o n ,  D..C.

W a s h i n g t o n  B u s i n e s s  G r o u p  o n  H e a l t h  

’•'ashington, D.C.

(1 0 1 1 2 2 )
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H e a l t h  i n s u r a n c e  
c o s t s  r i s e  f e v e r i s h l y
W o rk er s  at a  loss a s  em p l o y e r s  cu t b a c k  on b en e f i t s

Rising Medical Costs
Disa in medical coals v». consumer prica indax in Anchorage

' Fin! 0 moo ini

fly HAL BERNTON
Daily News reporter
L e s t e r  S n o w  h a s  

w o rked  as an A la sk a  
d isc  J oc k e y  ( o r  19 

years, and one b en e fit he 
a lw a y s  c o u n te d  on  w as 
h e a lth  In s u i .  nee. T h a t 
meant a lo t  to  Sn ow  be- 
cnu'e h is w ife , Je i n lfe r , 
has a re r lo u s  h ea rt io n d l-  
t lo n  th a t requ ires  m ed ica­
tion  and close m on lto n n g .

T h e n  la s t  F e b ru . ry ,  
Snow  got bnd news from  
h is  e m p lo y e r , S o u rd o u g h  
B ro a d c a s te rs  In c . O w n e r 
P a t t y  H a rp e l s a id  she 
cou ldn 't a f fo rd  the 70 p e r­
cent p rice Increase dem and­
ed by  the com pany's in su r­
e r , and  c o u ld n 't f in d  a 
cheaper a lte rn a tiv e . G roup  
insu rance fo r  the s ta tion 's  
15 em p lo y e e s  w o u ld  be 
dropped.

S n ow  f e l l  b o c k  o n  a 
V e te ra n s  A d m in is t ra t io n  
p o lic y  to  cove r h is own 
a ilm en ts  but he a lso  needed 
a fa m ily  p o lic y  f o r  h is w ife  
and tw o teen age ch ild ren . 
He found  Jen n ife r 's  h e a rt 
cond ition  d rove  the  cost o f  
th a t p o licy  ou t o f s igh t. 
"M y  fa m ily  has n o th in g ,"  
Snow  says " I f  we have  a

Anchoagc O.Wr Nc*sJ«*n Lj.mijs

Disc jockey Lester Snow wee left scrambling when hie employer was forced to drop health benefits for employees.

o| Hnn’f n r *  r*>-

100 percent, accord ing to 
b ro k e rs  W a lt B a ldw in , B i l l 
P u rr in g ton  and D ave  S t r a t ­
ton.

T h o se  ra te  in c re a s e s  
h ave pushed the cost o f 
m any A la sk a  p o lic ie s  fa r  
above the n a tion a l average . 
F o r  an A la s k a  R a i l r o a d  
un ion  w o rk e r and fam ily , 
fo r  exnm ple , the to ta l ru s t 
o f  a n n u a l In su ra n c e  is 
$5,815, m ore  than doub le  
the  n a tion a l average.

In  years past, em p loye rs  
t r ie d  to  dodge rn te  in . 
creases by changing to  an ­
o th e r  In s u re r . B u t th is  
y ea r , the m a rke t's  t ig h t­
ened and find ing  ano th e r 
In su re r Is much h a rd e r lo  
do. says B a ldw in .

E m p lo y ee  exam s o fte n  
a re  re q .ire d  b e fo re  new in ­
su re rs agree to w rite  the 
po lic ies, and I f  they don't 
l ik e  what they fin d , then 
they  back aw ay o r  re iuse 
to  insu re a lre a d y  ex is ting  
cond itions.

The cost o f In d iv id u a l 
po lic ies — a fa l l back fo r 
th o se  w hose  e m p lo y e rs  
don't o f fe r  insu rance — a l­
so is soa ring . B lu e  C ross o f 
W ashington and A la sk a , n 
m a jo r state In su re r, is seek­
ing an average 70 percent



Growth in State insurance B ill
Alaska s la ts  aa p lo y o s  hsalth plan

AwTiotq* 0*«y rx»v» crmuĵrtn En̂ ivom

f t a d l i c  jo c k e y  f o r  19 
y e a n , and one b ene fit he 
a lw a y s  c o u n te d  o r. w a i 
h e a lth  In s u ra n c e . T h a t  
m eant a lo t  to  Sn ow  be­
cause h is w ife , J e n n ife r , 
has a se riou s  hea rt cond i­
t ion  th a t requ ire s  m ed ica ­
t io n  and close m on ito rin g .

T h e n  i a i t  F e b r u a r y ,  
Snow  got b ad  news from  
h is  e m p lo y e r , S o u rd o u g h  
B ro a d c a s te rs  in c . O w n e r 
P a t t y  H a rp c l s a id  sh e  
c o u ld n ’ t a f fo rd  the  70 p e r­
cent p rice  Increase dem and­
ed b y  the  com pany's In su r­
e r , and  c o u ld n 't  f in d  a 
cheaper a lte rn a tiv e . G ro u p  
insurance fo r  the s ta tion 's  
15 em p lo y e e s  w o u ld  be 
d ropped .

S n ow  f e l l  b a c k  o n  a 
V e te ra n s  A d m in is t ra t io n  
p o lic y  to  c o ve r h is ow n 
a ilm en ts  but he a lso  needed 
a fam ily  p o lic y  fo r  h is w ife  
and  tw o teen-age ch ild ren . 
He found Jen n ife r 's  h e a rt 
cond ition  d ro v e  the cost o f  
th a t p o lic y  ou t o f  s igh t. 
"M y  fa m ily  has n o th in g ,"  
Snow  says. " I f  we have  a 
ca tastroph ic  accident o r  i l l ­
ness. I w i l l be up aga in s t a 
w a l l . "

Snow  is experienc ing  the 
ha rsh  edge o f  a new A la sk a  
business trend  — the s la sh ­
ing o f em p loyee  hea lth -care  
b ene fits .

T h roughou t the  s ta te  — 
and p a r t ic u la r ly  in A nch o r­
age — em p loye rs  a lre a d y  
ree lin g  from  sev e ra l y ea rs  
o f  re c e s s io n  a re  b e in g  
she ll-shocked  b y  huge an ­
nua l increases in  the cost o f  
hea lth -care bene fits .

T h e y 're  re sp o n d in g  by  
cu tting  back on these bene­
fi ts  and fo i .,ng  em p loyees 
to  share  m o re  o f  the costs, 
and in  som e cases d ropp ing  
such coverage a ltog e th e r. 
A nd  th ey 're  Join ing a de­
bate a lre a d y  in  p rog ress  
am ong in su re rs , those w ho 
o f f e r  m ed ica l serv ices and 
s ta te  o ff ic ia ls  abou t w hy 
ra tes a re  sky roc k e tin g  and 
ju s t w hat can be done to  
c on tro l them .

O fte n  h it  ha rdest b y  in ­
creases a re  sm a ll em p lo y ­
ers a lre a d y  op e ra ting  on 
th in  p ro f i t  m arg ins.

"Y o u  Just don ’ t get good 
ra tes I f  you  have anyone 
w ith  m ed ica l p ro b le m s ,"  
say s  H a rp e l ,  the  s ta t io n  
m anager. "A n d  you never 
know  how  long  you  w i ll be 
ab le  to keep a p o licy  b e fo re  
it's  canceled and y ou 're  ou t 
o n  th e  b ig  w id e  ocean  
lo o k in g  fo r  a n o th e r li fe sav - 
e r ."

A  s ta te  su rvey  estim ated 
tha t 40,000 w o rk in g  A la s ­
kans and  th e ir dependents 
lack  any type o f  h ea lth  
Insu rance — e ith e r from  
n r lv a te  o r  pub lic  sources.

T h e  s ta te 's  s h r in k in g  
hea lth -care coverage rep re ­
sents a sharp  re v e rsa l from  
the boom  yea rs  o f the  e a r ly  
‘80s, when A la sk a  em p loy ­
e rs — bo th  pub lic  and p r i ­
va te  — deve loped  som e o f 
the  n a t io n 's  best h e a lth  
b e n e fits  to  h e lp  re c ru it  
w o rke rs  from  the L ow e r 
48. M an y  p o lic ie s  w e re  
what Insurance ’ ^*nts ca ll 
" c a d llia c s ,"  fea tu rin g  m in i­
m a l ou t-o f-the  pocke t ex ­
penses fo r  em p loyees.

Bu t m any  o f the "C ad il­
la c s "  a re  tu rn ing  in to  hum ­

b le  F o rd s  and Chevys, o r  
w orse , es em p loye rs  s tru g ­
g le  to cope w ith  'he ris in g  
Insurance costs. T ha t has 
made h ea lth  Insu rance a 
m a jo r Issue In  sta te , m unic­
ip a l and  p r iv a t e  s e c to r  
union nego tia tion s, and  in 
Juneau , w here p o lit ic ian s  
a lre a d y  have d ra fte d  b i l ls  
to  create a new s ta te  h ea lth  
Insu rance c o rp o ra tion .

" It 's  a se riou s p rob lem , 
and one th a t w e 're  going to 
face f o r  the re s t o f  o u r

l iv e s ,"  says B i l l  Q u inn , a 
un ion  le ad e r w ho serves on 
an A la sk a  R a ilro a d  C orp . 
h ea lth  Insu rance com m it­
tee. "Those  o f us In  the 
baby  boom  m ay not be 
faced w ith  w hat k in d  o f 
h ea lth  insu rance we w an t 
when we re t ire , bu t w heth ­
e r w e ' ll be ab le  to  a ffo rd  
I t . "

T he A la sk a  hea lth -care  
In f la t io n  p a ra lle ls  a n a tio n ­
w ide surge in b en e fit costs, 
but p rem ium  in f la t io n  he re

appears to be p a r t ic u la r ly  
acute.

T h r e e  n a t i o n w i d e  
.su rveys repo rted  b y  B u s i­
ness Insu rance , The W a ll 
S tree t J ou rn a l and H e a lth  
W eek cited average 1989 
Increases o f 11 to  25 percent 
fo r  g roup  h e a lth  p lan s .

In  A la sk a , a few  com pa­
nies contacted b y  the  D a i ly  
News re p o rt th ey 've  m an ­
aged to  h o ld  the lin e  on 
hea lth  costs. A la sk a  C om ­
m erc ia l C o ., f o r  exam p le , 
an  A nch o rag e -b a sed  m e r­
chandising chain  em p lo y ­
ing 450 p eop le , th is  y e a r 
rep o rts  no increase in  its  
p o licy  p rem ium .

"W e manage the bene fits  
v e ry  c a re fu l ly ,"  soys Sam  
S a lk ln ,  A la s k a  C om m e r­
c ia l’ s p res iden t. "W e have 
(m ed ica l) a u th o riza t io n  p ro ­
cedures, second o p in ion s ."

B u t A la sk a  C om m erc ia l 
Is the excep tion , n o t the 
norm .

Th ree  m a jo r  A la sk a  in ­
surance b ro k e rs  ind icated 
average 1989 increases o f 30 
to  60 percent a re  the  norm .

And som e increases lop

sun. ,
Tho«« r a t *  In c re a s e^ , 

h ave  pushed the  cost o f  
m any  A la sk a  po lic ies fa r  
above  the  n a tio n a l average. 
F o r  an  A la s k a  R a i l r o a d  
un ion  w o rk e r  and fam ily , 
fo r  exam p le , the  to ta l cost 
o f  a n n u a l in s u ra n c e  is 
15,845, m o re  than  doub le  
the n a tio n a l average.

In  y ea rs  p ast, em p loy e rs  
t r ie d  to  d od g e  ra te  In ­
creases by  chang ing to an ­
o th e r  In s u re r .  B u t th is  
y ea r , the m a rke t 's  t ig h t­
ened and fin d in g  B no th o r 
in su re r is much h a rd e r to 
do. says B a ldw in .

E m p lo y e e  e x am s  o ft e n  
a re  requ ired  b e fo re  new  In- 
su re rs  agree to w r ite  the 
po lic ie s , and i f  they  don't 
l i k e  w hat they fin d , then 
they  back aw ay o r  re fu se  
to  insu re a lre a d y  ex is ting  
cond ition s.

The cost o f  In d iv id u a l 
po lic ies — a fa l l-b a c k  fo r  
th o se  w h o se  e m p lo y e rs  
don 't o f fe r  in su rance — a l­
so is soa rin g . B lu e  C ross o f 
W ash ing ton  and A la s k a , a 
m a jo r  s ta te  in su re r , is see k ­
ing an average 70 percent 
jum p  in the cost o f in d iv id ­
u a l in su rance po lic ies.

“ The p o in t is no t ju s t 
th a t It 's  e x p en s iv e , bu t 
w he the r it  w i l l even be 
a v a i la b le ,"  sa id  P a u l R o l l ­
e r, d ire c to r o f  the s ta te  
D iv i s io n  o f  In s u ra n c e . 
"P e o p le  Just cannot a f fo id  
those ra te s ."

O
The debate o v e r A la sk a 's  

ris in g  h e a lth  costs is o ften  
dom inated  by  d iscord .

D oc to rs  say  th e ir A la sk a  
c o s ts  a re  h ig h , b ecause  
o verhead  Is much h igher, 
and they p o in t the fin g e r at 
insu rance com panies.

" I  th in k  a lo t  o f  the 
p rob lem s , from  the p h y s i­
cian's pe rspective , a re  gen­
e ra te d  b y  th e  in su ra n c e  
com pan ies ," says R icha rd  
N eu b au e r, an A nch o rag e  
in te rn is t. "T h ey  set up a 
lo t  o f obstac les fo r  p rom p t 
paym ent o f  b i l ls , and m a x i­
m ize the am ount o f p ap e r­
w o rk .

Please see Page B-3, HEALTH

H a r v a r d  M B A s  t a k e  e t h i c s  t o  h e a r t

By PAUL W ILKES
The New Yoik Times

B
O ST O N  -  A t th e  H a rv a rd  
B u s in e ss  S c h o o l e a r l.  ' th is  
y ea r , n group o f  studen ts gath-

" I  have  to agree. Th is is a business 
decision , pu re  and s im p le . W e're paid 
to  m ake  the m ost p ro f i t  poss ib le . 
When you  s ta rt getting In to  soc io logy  
and a l l th a t , you  lose sight o f  w hat 
tub vnu'ri* stmnnsoH to iln "

T h e  la te s t  o f f ic e  space [~ 
m a rke t s tudy documents the I U l i
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H E A L T H  I N S U R A N C E :  E m p l o y e r s  cut benefits in face of rising costs T r a d

Continued from Page B-t
"They sat up quality In­

surance protrams, review 
types of things, and call (or 
Justification."
Broker Purrlngton ac­

cuses Blue Cross, a major — 
and non-profit — Alaska in­
surer, of nredatory pricing 
— cutting .stes when major 
competition shows up. then 
Jacking them up once that 
competition's gone. In 1983, 
for example. Blue Cross cut 
many of its group rates to 
help fend off an unsuccessful 
attempt by Humana Care 
Plui to grab a pice of the 
Alaska market.
Stephen Clark, executive 

vice president of Blue Cross, 
says the problem doesn't lie 
with the Insurance compa­
nies. He says Alaska doctors 
and hospitals charge much 
more than In the Lower 48, 
end their company just pas­
ses through the ever-tnflal- 
lng costs. Alaska laboratory 
tests, for example, averaged 
72 percent higher In Alaska 
than Washington, according 
to Blue Cross data.
'If we are to contain the 

excessive costs of health care 
In Alaska, we've got to worlc 
In unison with the physi­
cians, hospitals, employers 
and individual subscribers." 
Clark says.
State officials don't keep 

detailed financial data on all 
of the more than 30 insurers 
selling health insurance In 
Alaska. But they do monitor 
Blue Cross, due to ils special 
status as a non-profit medi­
cal servlet corporation. And 
In 1987, the last year in 
which financial information 
Is available, state records 
indicate Blue Cross roughly 
broke even in Alaska, pay­
ing out 361 million in claims 
and administrative costs and 
taking In the same amount 
In premiums.
Aetna Life Sc Casualty, in 

a report to a state task force, 
Indicated that since 1983, the 
Insurance plan covering 
state employees lost more 
then >10 million.
Stete insurance division 

officials cite several major 
national trends forcing up 
the cost of Alaska health 
insurance. They include:
• The use of evermore- 

costly technology lo exam­
ine, treat and prolong the 
life of patients, including 
victims of AIDS and other 
terminally ill patients.
"Our society hasn't 

reached the point yet where 
we say we can't afford to 
absorb the cost of a heart 
transplant for a 60-year-old 
guy who's been smoking six 
picks of cigarettes all his 
life." says Warren Dvorak, 
benefits manager for Ihe An­
chorage School District.
• Increased salaries to 

help hospitals and oiher in­
stitutions deal with an ever 
more severe shortage of 
nurses and other medical 
personnel.
•Cost shifting. As the 

federal government cuts

Most Americans have 

health insurance
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back on Medicare and other 
medical payments, hospitals 
are trying to compensate by 
raising rates for patients 
with private Insurance.
• Recent federal laws re­

quiring employers to extend 
temporary health benefits to 
former employees and full 
benefits to some seasonal 
and temporary employees.
Regional trends also fuel 

the Inflation, according to 
the state Insurance division, 
Industry officials and a draft 
report of the Governor's In­
terim Commission on Health 
Care:
• Huge Increases In the 

cost of Alaska malpractice 
Insurance — both for doctors 
and i.ospltais — have been 
passed on to health cure con­
sumers. And the threat of 
damage suits has prompted 
more defensive medicine. 
Doctors order additional, at 
times unnecessary, tests and 
exams to help protect them 
from patients who might lat­
er decide to sue.
• With the past three 

years, a major Increase in 
the use of an ever-expanding 
array of Alaska health care 
services. Last year, for ex­
ample. Charter North Medi­
cal Ci p. opened an expen­
sive new facility for 
in-patient treatment of dis­
turbed children. That 
prompted a more than dou­
bling of admlsshns from 
slate employees and their 
families. And hospital char­
ges to Ihe stale's Insurance 
program soared from 
3320.446 In fiscal year 1987 
to 31.2 million In fiscal year 
1988.
The Increased use, Indus­

try officials say. also results 
from skittish workers who 
— in a down economy — fear 
for Job security, and want to 
make sure any health prob­
lems are dealt with while 
they still have coverage.
• The sagging economy al­

so has caused a big increase 
in free medicine by the hos­
pitals. Within the past three 
years, Providence Hospital's 
unreimbursed medical ser­
vices jumped from 37 mil-

You ju s t don 't get good rates i f  you  
have anyone with medical problems. 
And you never know how long you will 
be able to keep a po licy before it's  
canceled. 9

___________________— Patty Harpel

said Neubauer, the Inter­
nist.. ”... Maybe the cost of 
Insurance will go down, but 
so will the quality of care 
and I’m not sure it's worth 
it."

C D  R A T E S ' F O R T H E  
S E R IO U S  IN V E S T O R .

Maturity Rate
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lion to 317 million. During 
that same time period, Hu­
mana's Jumped from 33 mil­
lion to 312 million, the hos­
pital! say.
That tends to drive up the 

cost of services for those 
who can afford to pay, state 
official! lay.

In the Lower 48, the strug­
gle to gain control of health 
care costs — and often in­
terne competition for patient 
dollara — has triggered a 
revolution in health care de­
livery. In many major urban 
areas, employer! can choose 
from a wide range of pro­
grams, such as pre-paid 
health-care plans in which 
doctors and hospitals guar­
antee services for a fixed 
fee. Other programs involve 
doctors and hospitals who 
team up to offer employers 
discount services in ex­
change for large volumes ol 
business.
In the health-care indus­

try. such programs arc 
known as "managed cart." 
and many view them as the 
wave of the future.
“Aa Increasingly high 

peraitage of people who 
are msured receive some 
sort of managed care." says 
Douc Hastings, a Washing­
ton, D.C.. attorney specializ­
ing in hospital and health 
care Issues. "And most ex­
perts predict that growth 
will continue."
But In Alaska, such pro­

gram! are in tbeir Infanry. 
That's due, in part, to the 
state’s isolation and sparse 
population, which make it 
difficult to organize large- 
volume health care pro­
grams profitably.
Another obstacle to their 

development is the stale's 
doctors, many of whom view 
such programs with distrust 
and outright hostility. "I'm 
extremely happy that those 
things have not come here,"

Neubauer said Ihe man­
aged care systems lend to 
screen out those who are 
really sick, since they may 
need lots of expensive treat­
ment that will cut away the 
profits from a pre-paid or 
discount plan.
Other Alaska doctors say 

managed care means more 
insurance company bureau­
cracy and Inferior care for 
everyone: Doctors withhold­
ing treatment for fear the 
next test — or the next 
operation — will erode the 
profit from a pre-determined 
fee.
Insurance companies dis­

agree and are frustrated by 
the Alaska doctors' reluc­
tance to embrace the new 
systems. "You're opening a 
very Interesting and very 
sensitive area." says Robert 
Simons, a physician em­
ployed as Aetna's medical 
director. Simons said he sent 
letters to state physicians 
asking them to join in new 
managed care program with 
Aetna, and found "no real 
Interest.”
Blue Cross says It will 

attempt to impose health­
care management on physi­
cians by drafting new dis­
count policies that only re­
imburse patients for the 
average cost of a physician's 
service. The average broken 
arm, for example, costs 367 
to set In Alaska, but some 
doctors charge 3130.
If a doctor’s cost Is way 

over the average — and 
there are no special compli­
cations to justify that, then 
the new policy would prod 
the patient to a cheaper doc­
tor, said Clark, the Blue 
Cross vice president.
Aetna and Blue Cross 

have hud more success deal­
ing with hospitals. • < <
Aetna has convinced Hu­

mana to offer a 30 percent 
discount In services, accord­
ing to Simons. In return for 
helping (ill the hospital's 
beds with a steady stream of 
ils insured.
Blue Cross has teamed up 

with Providence in a similar 
program. And Providence 
recently struck out on its 
own to offer such discounts 
directly to Alyeska Pipeline 
Service Co. and several oth­

er large employers.
The employers who pur­

chase such discounted ser­
vices use an economic ham­
mer to insu-e their 
employees go to the right 
hospital. Employees pay a 
low deductible if they attend 
the preferred hospital, a 
much higher deductible if 
they attend the competition.
Such plans were first in­

troduced to Anchorage In the 
raid '80:, and as rates rise, 
tbeir appeal grows, both to 
employers and employees.
The Alaska Railroad, for 

example, after months of 
tough bargaining reiched a 
1987 union agreement that 
Included a three-year freeze 
on employer payments to­
ward health benefits. At th: 
time. It looked like a foot1 
settlement because those 
payments covered all the 
costs of a gilt-edged medical 
plan Jointly insured through 
the railroad and Aetna.
But last year. Aetna hit 

the railroad with a 40 per­
cent rale increase for the 
standard plan. Then they of­
fered a more modest alterna­
tive. a 14 percent rate in­
crease for those employees 
who would Join a "preferred 
hospital" plan with Hu­
mana.
Under that plan, employ­

ees who chose Providence 
would have to pocket 40 
percent — rather than the 
standard 20 percent — of 
initial hospital costs.
Other cost management 

efforts included Insurance 
company approval of non- 
emergency surgery and a fi­
nancial penalty (or not ob­
taining a second opinion on 
prospeirttve surgery.
Non-union railroad em­

ployees chose to sign up for 
the preferred plan, but 
union workers opted against 
It. Then this year, facing 
another 32 percent Increase, 
the unions decided to go 
with the preferred option.
Even with the preferred 

plan, the new Insurance 
doesn't come cheap. A fami­
ly policy will coit each 
union member 32,049 out of 
pocket.
Quinn, the unton leader, 

said he's talked with the 
rank and file About cutting 
benefits to try to bring that 
expense down farther. But 
for the moment, his mem­
bers say no. "The employees 
still want the plan they 
have. They aren't willing to 
downscale It — yet."
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N ew  Year's
Christmas sales have dropped off, and ouryear-end 

inventories are far too high! To reduce our stock we'v 
drastically cut prices on all popular computer systems. 

All units must go, but prices are limited to stock on hand, 
save now during the largest inventory clearance in our his.
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State health 
insurance: 
$104 million
Cowper seeks more money for state workers’, coverage
By DAVID POSTMAN
Daily News reporter

JU N E A U  —  S t a t e  e m p lo y e e s ’ to p -o f- th e - lin e  h e a l th  
in s u r a n c e  p o l ic y  w i l l  c o s t $ lh 4  m i l l io n  th is  y e a r ,  $20 
m i l l io n  m o r e  th a n  th e  s t a t e  h a s  b u d g e te d  to  p a y  f o r  i t .

T h e  p la n  c o s ts  th e  s t a t e  a n  a v e ra g e  o f  $431 a  m o n th  
p e r  e m p lo y e e , 520 p e r c e n t  m o re  th a n  i t  d id  a  d ozen  
y e a r s  ag o . I t  c o v e rs  90 p e r c e n t  o f th e  c o s ts  o f 
e v e r y th in g  f ro m  p la s t i c  s u r g e r y  to  y ea r-Jo n g  s ta y s  in  
m e n ta l  h o s p i ta l s .  1

“ W e h a v e  t h e  b e s t  p la n .  E v e ry th in g  is  c o v e r e d ,"  
s a id  C h u c k  T a y lo r , d e p u ty  c o m m is s io n e r  o f  th e  D e ­
p a r tm e n t  o f  A d m in is t r a t io n .

B e c a u se  th e  p o l ic y  c o s ts  m o re  m o n e y  th a n  th e  s t a t e  
h a s  a p p r o p r i a t e d  f o r  i t ,  G ov . S te v e  C o w p e r  is  a s k in g  
f o r  a  s p e c ia l  a p p r o p r i a t io n  o f  a b o u t  $20 m il lio n  to  p a y  
fo r  th i s  y e a r ’s in c re a s e s . B u t  C o w p e r , T a y lo r  a n d  
le g is la t iv e  le a d e r s  s a y  th e  h e a l th  c o v e ra g e  m a y  b e  to o  
e x p e n s iv e  f o r  th e s e  d a y s  o f  l im i te d  m on ey .

T h e  s t a t e  is  lo c k e d  in to  th e  p la n  th ro u g h  c o n tr a c ts  
w i th  i t s  l a b o r  u n io n s . T h o se  c o n tr a c ts  c a ll  f o r  th e  s t a t e  
to  p r o v id e  th e  s a m e  le v e l o f  c o v e ra g e  e v e n  i f  th e  co s ts  
gb  u p  o r  th e r e  is  le s s  m o n e y  to  p a y  f o r  th e  p o lic y .

" T h e r e 's  n o t  a n y  c o n s id e r a t io n  fo r  w h a t  h a p p e n s  in  
a  d o w n  e c o n o m y ,"  C o w p e r  s a id  a t  l a s t  w e e k ’s b u d g e t 
s u m m it  w i th  l e g is la t iv e  le a d e r s . " I  t h in k  i t ’s f a i r  to  
s a y  t h a t  t h i s  is  j u s t  a s i tu a t io n  n o b o d y  e v e r  a n t ic ip a t ­
ed . I f  e v e r y th in g  h a d  k e p t  g o in g  u p  i t  w o u ld  h a v e  
w o rk e d  j u s t  f in e ."

B u t  a s  c o s ts  s k y ro c k e te d , s t a t e  in c o m e  d ro p p e d  a n d  
th e  s t a t e  is  n o w  s tu c k  w i th  a  b o o m - tim e  h e a l th  p la n .

A l l  f u l l - t im e  e m p lo y e e s , in c lu d in g  le g is la to r s , a re

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 
to the chiropractor more of­
ten.

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

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 
people to go to whatever 
hospital 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 $15,441 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

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 Kelly 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 magically 
maybe we could take a look 
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 going up, 
according to Taylor. "If I cut 
the plan and contain costs, I 
still have to deal with 20 
and .30 percent increases 
each year."
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Anchorage, /Alaska 
March 22, I W O

M e m o r a n d u m

Tw» I.a n ./ Houh£

From; Director, Personnel

Subject: SB254 - A n  Act Relating to the State Insurance Authority

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

• The A R R C  has its own health care program which seems to work well at 
this time.

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

• The A R T  A  requires the railroad to be in a position to sell the A R R C .  The 
health plan should remain separate from the state's for this purpose.

• The A R R C  is not Included in state personnel plans under AS39; the health 
care plan should not be either.

• Pursuant to AS42.20.010, the A R R C  is a state Instrumentality which has a 
legal existence independent and separate from the state. The health and
life lnnuranr.A pi Ann fthruilrl j»l«n he 0*p*rata.

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

( W P P E R 1 / 1 1 )
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TRAVEL I
CONTRACTUAL r 1
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EQUIPMENT 1
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POSITIONS:
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TEMPORARY
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■ 1
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CS for CSSB 254(Fin)
A n a ly s is  o f  the F iscal Im plica tions  

P repared  by the  D iv is ion  o f  R etirem ent and B enefits  
D e p a r tm e n t  o f  A d m in is tra t io n

A n a ly s is :  bill c rea te s  the  A lask a  S ta te  G roup H ealth  In su ran ce
Alii, o rity  in  the D ep ar tm en t o f  A dm in is tra tion . The
au th o rity ,  u s in g  ap p ro p r ia te  s ta f f  and con trac tu a l
serv ices , w ou ld  e s tab lish  and m ain ta in  a s ta tew id e  
p ro v id e r  p a y m e n t  sy s tem , ra te  s ch ed u les  and  u t i l iz a t io n  
s tandards  by 2 /1 /92 . V arious  pub lic  en ti t ies  w ou ld  be 
req u ired  to im p le m e n t  these  in the ir  g roup  in su ran ce  
p la n s .

T he  A u th o r i ty  w ou ld  o ffe r  vo lun ta ry  pa rtic ipa tion  in a 
c o m p re h en s iv e  g ro u p  hea lth  in su ran ce  plan to va rious  
pub lic  agenc ies  th ro u g h o u t the  S ta te  a fte r  2 /1 /92 . T h is  
c o v erag e  w ou ld  be p ro cu red  by the A u tho rity  or self- 
insured  if  this w as show n to be less expensive .

This  bill a l low s  vo lu n ta ry  par tic ipa tion  in the A u th o r i ty 's  
group plan, i t  is assum ed that the State  w ould  take 
advan tage  o f  th is  p lan  i f  appropria te  co verage  was 
p ro v id ed  less  e x p e n s iv e ly  than th rough co m p e t i t iv e  
b idding  and  renew als .  I t  is not expected  that this bill 
w ou ld  inc rease  the co s t  o f  health  insu rance  fo r  the  S ta te  
and cou ld  re su lt  in a decrease  in cost. U pon  partic ipa tion , 
a pub lic  en ti ty  w ou ld  be requ ired  to con tinue  
p a r t ic ip a t io n  u n le ss  g ran ted  a w a iver  by the A u th o r i ty .

This  ana lys is  is for the  es tim ated  ad m in is tra t iv e  cos ts  o f  
the p ro p o sed  A u tho rity . T he  analysis  does not co n s id e r  
the  actual cos t  o f  health  insurance .

P e rso n a l  S e rv ic e s

Executive. D irec to r  (R ange  24A , 11 m os.) $ 6 8 .6
A d m in is tra t iv e  A ss is ta n t  II (14A , 10.5 m os.)  3 4 . 9
C lerk  T yp is t  III (8B , 10.5 m os) 2 6 .1

T o t a l  P e r s o n a l  S e r v i c e s $ 1 2 9 .



A ssum e 7 Board m eetings  for F Y  91 and 
every  2 m onths  th e rea f te r  at an average  
cost o f  $400  per  m em b er  per trip.

$400 X 15 X 7 =  $ 4 2 .0

A d m in is tra t iv e  trave l fo r  D irec to r :

Board M eetings $400 X 7 = 2 .8
O rganizational m eetings  $600  X 12= 7 .2

T o t a l  T r a v e l  $ 5 2 . 0

C o n t r a c tu a l

Office Space--500 sq. ft. @ $1 .75  X 11 mos. $ 9 .6
T e lep h o n e--$ 3 0 0  X 11 m os. 3 .3
C ourie r  se rv ice s - $ 2 0 0  X 11 m os. 2 .2
P o s ta g e - $ 5 0 0  X 11 m os. 5 .5
A d v e r t is in g  and P r in t in g  1 0 .0
P ro fess io n a l  S e rv ices  C o n trao t(s )  2 8 0 . 0

which could include:
* carr ie r  su rveys  and ana lys is
* p ro v id e r  d a ta  c o l le c t io n
* p ro v id e r  m ee t in g s
* ra te  s tudies  and analyses
* financial consu lt ing
* self  vs fu lly  insu red  analyses
* d ev e lo p m en t o f  p lan  des ign

T o t a l  C o n t r a c t u a l  S e r v ic e s  $ 3 1 0 . 6

S u p p l ie s :

$500  pe r  em p lo y e e  $ 1 .5
S o f tw a r e  1 .8

T o t a l  S u p p l i e s  $ 3 . 3

P a g e  3 o f  4



E q u i p m e n t :

3 PC s and p rin ter  $ 1 5 .0
P h o n e  sy s te m  2 .6
P h o t o c o p i e r  1.3
F ax  m ach in e  1.8
O ff ice  fu rn itu re :

1 m a n a g e m e n t  u n it 4 .0
2  su p p o r t  w o rk s ta t io n s 5 .0
3 chairs 1 .2
3 side  chairs .8
2  file  cab inets .9
b o o k c a s e .1
s to ra g e  c a b in e t .6

T o ta l  fu rn i tu re  1 2 .6

Total Equipment 3 3.3

P a g e  4  o f  4



STATE OF ALASKA
1990 LEGISLATIVE SESSION

B i l l  V e rs  i o n  : CSsb 25<t ( S A )  ( b )
P u b l i s h  D a t e :  ^ n ? / g p

REQUEST:
FISCAL NOTE

Revision Date:_______________
Ti tl e: An Act relatino to group health 
i nsurance_____________________
Sponsor: Duncan_________________
Requestor: Sen. State Affairs

Agency Affected: Admini strati on
BRU: Retirement and Benefits

Components : Retirement and Benefits

EXPENDITURZS/REVEWES: (Thousands of Dollars)
Operating FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES 0 0 0 o o 0
TRAVEL 0 o 0 0 0 0
CONTRACTUAL 0 o 0 o 0 0
SUPPLIES 0 o 0 o 0 0
EQUIPMENT 0 0 0 o 0 0
LANO 4 STRUCTURES 0 0 o o 0 0
GRANTS, CLAIMS 0 0 o o 0 0
MISCELLANEOUS 0 0 0 0 ! 0 0
TOTAL OPERATING 0 0 1 0 o 0 0

CAPITAL 0 0 0 0 0 1 0
.

REVENUE 0 0 0 0 0 1 0

FUNDING: (Thousands of Do!' ars)
GENERAL FUND 0 0 0 0 0 I 0
FEDERAL FUNDS 0 0 0 0 0 1 0
OTHER 0 0 0 0 0 i 0
TOTAL 0 o 0 0 0 i 0

POSITIONS:
FULL-TIME 0 0 0 0 0 1 0
PART-TIME 0 0 0 0 0 i 0
TEMPORARY 0 0 1 0 0 0 1 0

ANALYSIS: (Attach a separate page if  necessary)
Based on assumptions outlined on page 2, it is estimated that there will be no increase to 
either the operating expense of the division or the group insurance premiums for the State of 
Alaska.

Prepared by: saiiv Smith
Division: Ret irement and Behj îts ~ .

Approved bv Commissioner: t-rank S. Ba>r

Phone: <>65-̂ 60 
Date: //<>><?/? o

Agency: Department of Aaministration

Distribution (cy prepare*-): 
Legislative Finance 
Legislative Sconscr 
Requestor
C~"ice of Management 
Irractec -ceicyiles

D a t e : / / 5 c ) / p - j

C h a n g e s  i n  C f l  • f ?  CT.CT 1 ( /- ) 
h a v e  n o  f i s c a l  i m p a c t .
T h i s  f i s c a l  n o t e  
a p p r o p r i a t e .



Senate B ill 254  
A na lysis  o f  the Fiscal Im plica tions  for E m ployee  Benefits  

P rep a red  by the D ivision o f  R e t irem en t and B enefits  
D ep ar tm en t of A d m in is t r a t io n

A n a ly s i s :  T h is  bill would create the  A laska  S ta te  Group Health
In su ran ce  A uthority . T he  A u tho rity  w ou ld  be requ ired  to 
p u rch ase  g roup  insurance  for the  S ta te  o f  A laska, 
m u n ic ip a li t ie s  and school d is tric ts . U n less  g ran ted  a waiver, 
all en t i t ie s  m ust pu rchase  the ir  g roup  in su ra n ce  benefits  
th rough  the A uthority . The S ta te  w ould  not be  allow ed a 
w aiver. It is understood the in ten t  o f  the bill is to create 
e co n o m ies  o f  scale and provide  low cost  g roup  insurance  for 
p u b l ic  o rg an iza t io n s  th ro u g h o u t the  s ta te .

W ith  this  pu rpose  in m ind, it is es tim ated  that the State  of 
A lask a  w o u ld  not suffer any in c rease  in p rem ium s as a resu lt  
o f  this b ill based  on the fo llow ing  assum ptions :

1 . tha t the level o f  b en e f i ts  o ffered  by the au thority
w ould  be no g rea te r  than that o ffered  by the State 
o f  A laska  now;

2 . tha t  each  en tity  w o u ld  be sep a ra te ly  u n d e rw rit ten
and the State o f  A laska  w ould  no t be subsid iz ing
h ig h e r  costs o f  o ther, sm a l le r  em ployers ;

3. tha t the adm in is tra tive  costs  in  support  o f  the
A u thority  w ould  n o t  in c rease  the  cu rren t  overall 
p re m iu m  costs ;

4. tha t the ad m in is tra t iv e  and  p re m iu m  costs  w ould  be 
borne  equally  by each  e m p lo y e r  and n o t a llocated  by 
e m p lo y e e  n u m b e rs ;

5. tha t the A uthority 's  se lec ted  c la im s  p ay o r  w ould
perfo rm  as favo rab ly  (e .g . f in an c ia l  accounting) as 
the  S ta te ’s cu rren t  a r ra n g e m e n t ;  and

6 . tha t s taff  costs , w h e th e r  c o n trac ted  out or through
additiona l S tate  em p lo y ees ,  w ill be borne by the 
A u t h o r i t y .

2 of 2



S T A T E  O F  A L A S K A
19 9 0  L E G I S L A T I V E  S E S S I O N

BILL VERSION:
PUBLISH DATE:

CSSB 254 (SA)
M i z m ______

R EQUEST:
F I S C A L  N O T E

Revision Date:_______ ________________
Tide: An Act relating to group

S p o n s o r :

health insurance 
Duncan

AgencyAffected: Commerce & Economic Dev.
Bru; Alaska State Group Heal th 

' Insurance AutTTomy

Senate State Affairs Components

EXPENDITURES/REVENUES: (Thousands ofDollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES 141.9 141.9
TRAVEL 5.0.4. 50.. 4
CONTRACTUAL 083.1 . 283.1
SUPPLIES 4 5
EQUIPMENT 3 2 . 0
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 511.9 479.9 •k * ★ ★

CAPITAL

REVENUE E
FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

5 1 1 . 9 4 7 9 . 9

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

3 . 0 3 . 0

ANALYSIS : (Attach a sepwate page if necessary)

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

Preparedby: Guy Bell, Director____________________________p^n» • 465-2505____
Division: Administrative Services Dauj. 3/5/90______

Approved by Commissioner: Larrv MerculiPff0 ^ ^  -1* \___  Date: 3/5/90________
Agency: Department of Commerce & Economic DpvKi npmpnii
Disoribuuon (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 1 3
Impacted Agencyftes) P**e ---  o f ----

6408D-1/3590a



.
CSSB 254: "An A ct r e la t in g  to  group h e a l th  in su ra n ce ;  a n d  prov id ing  

for a n  effective date."

P e r s o n a l  S e r v i c e s :

E x ecu tive  D irec to r  24A $73.2
A d m in is t ra t iv e  A ss is ta n t  I I  14A 39.3
C le rk  T y p is t  H I  8B 29.4

T o ta l  P e rs o n a l  Services $141.9

T ra v e l :

A ssu m e  b o a rd  m ee t in g s  every  two m o n th s  for 17 
b o a rd  m e m b e rs  a t  a n  averag e  cost of $400 p e r  
tr ip .

$400 x  17 x  6 = $40.8

S ta f f  t r a v e l  for E xecu tive  Director:
B o a rd  m ee t in g s  $400 x  6 $2.4
O ne m e e t in g  p e r  m o n th  $600 x  12 $7.2

T o ta l  T rav e l  $ 50.4

C o n tra c tu a l :

Office S pace  - 500 sq. ft. @ $1.75 x  12 m o n th s  $10.5
T e lep h o n e  - $300 x  12 m o n th s  3.6
C o u rie r  Serv ices  - $250 x  12 m o n th s  3.0
P o s ta g e  - $500 x  12 m o n th s  6.0
A d v e r t is in g  a n d  P r in t in g  10.0
P ro fess io n a l  Serv ices  C ontrac t(s) 250.0

w h ic h  m a y  include:
- A ss e ss m e n t  o f  in su ra n c e  ava ilab ili ty  a n d

affo rdab ility
- R a te  s tu d ie s
- F in a n c ia l  A dvisor
- O p tio n s  an a ly s is

T o ta l  C o n tra c tu a l  Services $283.1

S u p p l i e s :

$1,000 p e r  em ployee  $3.0
S o ftw are  1.5

Total Supply $ 4.5

6408D/3590a Page 2 of 3



E q u i p m e n t :

3  P C ’s a n d  a  p r i n t e r  

3  b o o k c a s e s  w i t h  3  s h e l v e s  @  $ 1 2 0  

3  file c a b i n e t s / 5  d r a w e r s  legal @  $ 6 2 5  

M a n a g e m e n t  W o r k s t a t i o n  

T e c h n i c i a n  W o r k s t a t i o n  

S u p p o r t  W o r k s t a t i o n  

P h o n e  s y s t e m  

1 c a l c u l a t o r  d e s k

1 chair, e x e c u t i v e  s w i v e l  w i t h  a r m s

2  c h a i r  p o s t u r e  tilt w i t h  a r m s  @  $ 4 2 5  

2  side c h a i r s  @  $ 2 7 5  

P h o t o c o p i e r

T e l e c o p i e r

T o t a l  E q u i p m e n t

6408D/3590a Page 3 of 3
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STATE OF ALASKA
1990 LEGISLATIVE SESSION

REQUEST:

Revision Date:_______________
Title: An Act relatino to orouo health
insurance
Sponsor: Duncan
Requestor: Sen. State Affairs

B i l l  V e r s i o n :
P u b l i s h  D a te :

SB 254 Ik)
FISCAL NOTE

Agency Affected: Administration 
BRU: Ret irement and Benefits

Components : Retirement and Benefits

EXPENDITHRES/REVE1UES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 1 FY 96

PERSONAL SERVICES 0 0 0 o 0 1 o
TRAVEL 0 0 0 o 0 1 o
CONTRACTUAL 0 0 0 o 0 0
SUPPLIES 0 0 o o 0 1 o
EQUIPMENT 0 0 o o 0 0
LAND 4 STRUCTURES 0 o 0 0 0 i o
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 1 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

FUNDING: (Thousands of Do!' ars)
GENERAL FUND 0 0 0 0 1 0 1 0
FEDERAL FUNDS 0 0 0 0 1 0 1 0
OTHER 0 0 0 0 j 0 1 0
TOTAL 0 0 0 0 1 0 1 0

POSITIONS:

ANALYSIS: (Attach a separate page if  necessary)
Based on assumptions outlined on page 2, it is estimated that there will be no increase to 
either the operating expense of the division or the group insurance premiums for the State of 
Alaska.

Prepared by: saiiv smith^S
i W  t

Phone: 465-4460
Division: Retirement and Benefits

Approved by Commissioner: Trank S. Baxter 
Agency: Department of Administration

Distr* but ion (dy prepare*"):
Legislative Finance 
Legislative Seotiscr 
Requestor
C"_‘ice of Management anc Euoget 
Irnactec ^cercy:jes'

Date: //< ? ‘? /? o

Date:

FULL-TIME 0 1 0 1 0 1 0 1 0 i 0
PART-TIME 0 0 1 0 1 0 1 0 1 0
TEMPORARY 0 0 1 0 1 0 1 0 1 0

i :cc
I



Senate  Bill 254  
A na lysis  o f  the Fiscal Im p lica tions  for Em ployee  B enefits  

P repared  by the D ivision  o f  R etirem en t and B enefits  
D e p a r tm e n t  o f  A d m in is t ra t io n

A n a ly s i s :  This  bill w ould  create  the  A laska State  Group Health
In su ran ce  A utho rity . T he  A u th o r i ty  w ould  be requ ired  to 
purchase  g roup  insurance  fo r the  State  o f  A laska, 
m u n ic ipa li t ie s  and school d is tr ic ts . U nless  granted  a w aiver, 
all en ti t ie s  m u s t p u rc h a se  the ir  g roup  in su ran ce  benefits  
th rough the A uthority . T he  S ta te  w ould  not be a llow ed a 
waiver. It is unders tood  the in ten t of the bill is to create  
econom ies  o f  sca le  and p rov ide  low  cost  group insurance  for 
p u b lic  o rg a n iz a t io n s  th ro u g h o u t  the  s tate .

W ith  this p u rp o se  in m ind, it is es tim ated  that the S ta te  of 
A laska  w ou ld  not su ffe r  any  in c rease  in p iem ium s as a resu lt  
o f  this bill based  on the fo llo w in g  assum ptions:

1 . tha t the level o f  ben ef i ts  offered  by the  au thority  
w ould  be no g rea te r  than that o ffered  by the S ta te  
o f  A laska  now;

2 . tha t each  en ti ty  w o u ld  be sep a ra te ly  u n d e rw rit ten  
and the S ta te  o f  A la sk a  w ould no t be subsid iz ing  
h ig h e r  costs  o f  o the r ,  sm alle r  em ployers ;

3. tha t the adm in is tra t iv e  costs in support  o f  the 
A u th o r i ty  w ou ld  n o t  inc rease  the cu ire n t  overall 
p re m iu m  costs ;

' 4. tha t  the a d m in is tra t iv e  and p rem iu m  co s ts  v^ould be
borne  eq ually  by each  em p loyer and not a llocated  by 
e m p lo y e e  n u m b e rs ;

5. that the A u tho rity 's  se lec ted  c la im s p ay o r w ould  
p e rfo rm  as fav o rab ly  (e.g. f inancial accoun ting ) as 
the  S ta te ’s c u rre n t  a r ran g em en t;  and

6 . tha t s ta f f  costs ,  w h e th e r  con trac ted  out or th rough  
add itiona l S ta te  em p lo y ees ,  will be borne by the 
A u t h o r i t y .
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SB 254 (al
STATE O F  ALASKA BILL VERSION:------------------------___

1990 L E G IS L A T IV E  SESSION PUBLISH DATE: 3 / 1 2 / 9 0

FISCAL NOTE
R E Q U E S T :

RevisionDaie:______________________  A ( n i n r v • Commerce 8, Economic Dev.
Title: Regarding Group Health Insurance BRU. Insurance-------------------- ------

Sponsor: Senator Duncan Components:_____________________________
Requestor: Senate State Affairs_____ __________________________________

EXPENDITURES/REVENUES: (Thousands of Pollan)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 

. EQUrPNTNT 
LAND & STRUCTURES 
GRANTS. CLAIMS 
MISCELLANEOUS
TO'iAL OPERATING 0 0 Q --- 0----- ___ U_____ n

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL 0 0 ____ 0_____ ____Q______ ft — _____
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 0

.

ANALYSIS : (Attach a separate page if necessary) No fiscal impact for FY 90.

I

Prepared by: James J. Jordan, Acting Director___________ Phnn„ . 465-2515

Division : i n s u r a n c e  ( >  <r DatC:------y 2 6 m -------

Approved btCommissioner: Larry Mercul iefrpJ~J~t~:̂ \ —  Date : I j j__ ______
Agency: 'Department ot Commerce & Economic Development
Distribution (by preparer):
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Legislative Sponsor 
Requestor
Office of Management and Budget 1 1
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STATE OF ALASKA1989 LEGISLATIVE SESSION
BILL VERSION: CSSB 256 (C&RA)
PUBLISH DATE: _____________

REQUEST:
F I S C A L  N O T E

Revision Date:  ________________________  Agency Affect*1: Department of Law
Title : "An Act r e l a t i n g  to reimbursement  BRU: P rosecu tion  , Legal S erv ices
fo r  c o s t s . . . r e le a s e d  hazardous su b s ta n c e . . . " _____________

Sponsor: Senate C&RA
Requestor: Senate C&RA

Components: - A i l .

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 & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
CENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

-0- -0- -0- -0- -0- -o-

POSITIONS:
FULL-TTME
PART-TIME
TEMPORARY

-0- -0- -0- -0- -0- -0-

ANALYSIS : (Attach a separate page if necessary)

P lease  see the  a t ta ch e d  a n a ly s i s .

1 / c
Prepared by: Richard I .  Peguetues / /D ir e c to r
Division : Administ r a t iv e '  Services^!_________ ,-------- d_

Approved bv Commissioner: Douglas B. Bdillv. Attorney 0

Phone: ..A65-T672 
Date: April £ lopo

Approved by Commissioner:
Agency : Department of Law

Generalnntr. • April 6. 1989

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor .
Requestor j j
Office of Management and Budgcf-^1-* npp  „
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LEGISLATIVE  Rf'J,A|Vf!F

page. of



C O N T I N U A T I O N  of F I S C A L  N O T E  A N A L Y S I S  

.^or Bill/Resolution No. c s s b 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 is 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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BILL VERSION cn Cc l \ u a )

PUBLISH DATE: _ 4 / 8 / 8 9 ________

REQ UEST:
F I S C A L  N O T E

Revision Date:------------------  Agency Affected: Fmrirnnmpntal Conservatjinn
Title: An Act relating to reimbursement to n p n . vn -
persons and municipalities for costs incurrea as & -resdlL Of k Luiea^eQ lia^tJous

-----------------------------------------------------------------Sponsor: Senator Szymanski
Requestor:
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r i p o b e n u : .

EXPEN D I T U R E S / R E V E N U E S :  (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND <t STRUCTURES
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)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

•

POSITIONS: None

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)
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Original sponsors: Szymanski, Kerttula,
Kelly, and Sturgulewski

O f f e r e d :  4 / 8 / 8 9  ’ 6-1163H
R e f e r r e d :  F i n a n c e

BY THE COMMUNITY AND REGIONAL
1 IN THE SENATE AFFAIRS COMMITTEE

2 CS FOR SENATE BILL NO. 256 (C&RA)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

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

7 and recovery of money expended as a result of a

8 released hazardous substance; and providing for an

9 effective date."

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

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

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

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

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

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

16 ened release of oil or a hazardous substance.

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

18 (c) The department may reimburse a municipality for actual

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

20 ment of a release or threatened release of oil or a hazardous sub-

21 stance if

22 (1) the municipality has entered into an agreement with the

23 commissioner under AS 46.09.020(e) [BEFORE INCURRING THE EXPENSES FOR

24 WHICH REIMBURSEMENT IS SOUGHT]; and

25 (2) the commissioner determines that the expenses were for

26 a necessary emergency first response to a release or threatened re-

27 lease that posed an imminent and substantial threat to the public

28 health or welfare, or to the environment.

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

SBC256b - 1 -  CSSB 256(C&RA)
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A l a s k a  E n v i r o n m e n t a l  L o b b y ,  I n c .
P.O. Box 22151 Junaau, Alaska 99802 907-586-2345

A L L  I S S U E  P A P E R - S B  2 3 6 :  
R E I M B U R S E M E N T  F O R  C O S T S  I N C U R R E D  A S  A  R E S U L T  OF  

O i L / H A Z A R D O U S  S U B S T A N C E  R E L E A S E

T h e  A l a s k a  E n v i r o n m e n t a l  L o b b y  s u p p o r t s  t h e  S e n a t e  C o m m u n i t y  
A n d  R e g i o n a l  A f f a i r s  C S  f o r  S B  2 5 6 .  I t  i s  a b s o l u t e l y  n e c e s s a r y  t h a t  
t h e  m o n e y  s p e n t  on  t h e  P r i n c e  W i l l i a m  Sound  c l e a n u p  by t h e  D e p a r t m e n t  o f  
E n v i r o n m e n t a l  C o n s e r v a t i o n ,  m u n i c i p a l i t i e s ,  and  o t h e r  e n t i t l e s  be  r e c o v e r e d  
f r o m  t h e  r e s p o n s i b l e  p a r t i e s .

T he  E xxon  V a l d e z  o i l  s p i l l  d i s a s t e r  h a s  had t r a g i c  c o n s e q u e n c e s  f o r  t h e  
e n v i r o n m e n t  and  t h e  c o m m u n i t i e s  o f  P r i n c e  W i l l i a m  S ound ,  and  beyond .  T h i s  
c r i s i s  r e q u i r e d  an  i m m e d i a t e ,  em e rg e n - ' y  r e s p o n s e .  S u b s t a n t i a l  c o s t s  
h a v e  b e e n  i n c u r r e d  b o t h  b y  D E C  a n d  t h e  c o m m u n i t i e s  o f  P r i n c e  
W i l l i a m  S o u n d  i n  t h i s  l a r g e - s c a l e  c l e a n u p  a n d  c o n t a i n m e n t  e f f o r t .  
I t  i s  e s s e n t i a l  t h a t  t h i s  m o n e y  be r e c o v e r e d  f r o m  t h o s e  r e s p o n s i b l e  f o r  t h i s  
g r a v e  e n v i r o n m e n t a l ,  s o c i a l ,  and e c o n o m i c  c a t a s t r o p h e .

T h e  A l a s k a  E n v i r o n m e n t a l  L o b b y  c o m m e n d s  t h e  S e n a t e  i n  t h i s  
e f f o r t  t o  c r e a t e  a  f r a m e w o r k  f o r  c o n t a i n m e n t  a n d  c l e a n  u p  
e x p e n d i t u r e  r e i m b u r s e m e n t .  W i t h  t h i s  a s s u r a n c e  o f  r e im b u r s e m e n t ,  
l o c a l  e n t i t i e s  and  m u n i c i p a l i t i e s  w i l l  be m o r e  l i k e l y  t o  p a r t i c i p a t e  in f u t u r e  
o i l  and  h a z a r d o u s  s u b s t a n c e  r e l e a s e  p r e v e n t i o n  and c l e a n u p .

K a r e n  B r e w s t e r  
A p r i l  1 1 ,  1 9 8 9

A LA SKA  C EN TER  F O R  THE  E N V IR O N M EN T  • A LA SKA  C H A P TE R . S IER R A  C LU B  • JU N E A U  G RO UP , S IER R A  C LU B  • S ITK A  GRO UP , S IER R A  C LU B  
KN IK  G RO U P . S IER R A  C LU B  * D EN A L I G R O U P . S IER R A  C LU B  • A N CH O R A G E  A UD U BO N  SO C IE T Y  « A RCT IC  A U D U B O N  SO C IE T Y  
D ENALI C IT IZ E N S 'C O U N C IL  • A LA SKA  F R IE N O S  O F  THE  EARTH  • JU N EA U  A UD U BO N  SO C IE T Y  • K A C H EM A K  BAY C ON SERV A TION  SO C IETY  
KENA I P EN IN SU LA  A U D U B O N  SO C IE T Y  • KO D IA K  A U D U B O N  SO C IE T Y  • LYNN C A N A L  CON SERV A TION  • A LA SKA  W ILD L IF E  A LL IA N C E  
SITKA  C ON SERV A TION  SO C IE TY  .  N O R T H E R N  A LA SKA  EN V IRO N M EN TAL  C EN T E R  • S O U T H E A ST  A LA SKA  C ON SERV A TION  C O U N C IL

K N IK  K A N O E R S  AND  KAYAKERS



A l a s k a  £> tate  l e g i s l a t u r e

Senator M ike  Szymanski

State C ap ito l, R o om  I I  
Juneau , A la ska  9 9 8 1 1 
(9 0 7 ) 46 5 -4 978 /4 979  
F A X  (9 0 7 ) 465-2652

While in Session:
P .O . Box V

During Interim:
3111 C  Street, Suite 510 

A nchorage , A la ska  99503 
(9 0 7 )5 6 1 -7 6 1 7

M E M O R A N D U M
165 E . P a rk s  H ighway 

Legis lative In fo rm a tio n  O fft  
W as ilia , A la ska  99687 

(9 0 7 ) 3 7 6 -M IK E

FR

D A TE :  A p r i l  3 ,  1 9 8 9

S U B J : I n t r o d u c t i o n  o f  L e g i s l a t i o n  R e l a t e d  t o  O i l  
a n d  G a s  H a z a r d o u s  S u b s t a n c e  R e l e a s e s  F u n d .

T h e  p u r p o s e  o f  t h i s  l e g i s l a t i o n  i s  t o  c l a r i f y  t h e  
C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n ' s  
a u t h o r i t y  t o  e n t e r  i n t o  a g r e e m e n t s  w i t h  M u n i c i p a l i t i e s  t o  b e  
r e i m b u r s e d  f o r  c o s t s  f r o m  t h e  d a t e  o f  t h e  r e l e a s e  o f  o i l  o r  
h a z a r d o u s  s u b s t a n c e s .

U n d e r  c u r r e n t  l a w ,  i t  a p p e a r s  t h a t  AS 4 6 . 0 8 . 0 7 0 ( c ) ( 1 )  
w o u l d  r e q u i r e  a n  a g r e e m e n t  b e  i n  p l a c e  b e f o r e  i n c u r r i n g  
e x p e n s e s  f o r  r e i m b u r s e m e n t .  T h e  o b v i o u s  p r o b l e m  h e r e  i s  t h a t  
w e  h a v e  h a d  s e v e r a l  c o m m u n i t i e s ,  i . e .  C o r d o v a  a n d  V a l d e z ,  w h o  
h a v e  i n c u r r e d  e x p e n s e s  f r o m  t h e  m o m e n t  o f  t h e  E x x o n / V a l d e z  
t a n k e r  a c c i d e n t .  W h i l e  i t  i s  i m p o r t a n t  t o  h a v e  a n  a g r e e m e n t ,  
i t  i s  e q u a l l y  i m p o r t a n t  t o  a l l o w  t h e  C o m m i s s i o n e r  t h e  
f l e x i b i l i t y  t o  h a v e  s u c h  a g r e e m e n t s  c o v e r ,  w h e n  a p p r o p r i a t e ,  
e x p e n s e s  f r o m  t h e  d a t e  o f  t h e  t a n k e r  a c c i d e n t .

Senate District E
M at-Su •  S o . Anchorage •  B ird /In d ia n  •  o ird w o o d  •  W h itt ie r •  N ik isk i •  C o o p e r Land ing  • H ope  •  Seward •  C o rd o v a  •  V a lder



^ c r ? n  c t p STEVE COWPER, G O V E R N O R

E»EPT. OF ENVIRONMENTAL CONSERVATflON

O F F I C E  OF THE  C O M M IS S IO N E R
? 0  SOX 0 ,  J U N E A U ,  ALASKA  9 9 8 1 1 - 1 8 0 0 ( 9 0 7 )  4 6 5 - 2 6 0 0

A p r i l  4 ,  1 9 8 9

S e n a t o r  M i k e  S 2 y m a n s k i  
A l a s k a  S t a t e  S e n a t e  
PO B o x  V
J u n e a u ,  AK  9 9 8 1 1  

D e a r  S e n a t o r  S z y m a r . s k i i

I  am w r i t i n g  t o  s t a t e  o u r  s u p p o r t  f o r  t h e  i n t e n t  o f  S B  2 5 6 .  T h i s  
b i l l  w o u l d  a l l o w  t h e  D e p a r t m e n t  t o  r e i m b u r s e  t h e  C i t y  o f  S e w a r d  f o r  
l e g i t i m a t e  e x p e n d i t u r e s  f o r  r e s p o n s e  t o  t h e  o i l  s p i l l  i n  P r i n c e  
W i l l i a m  S o u n d .

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

T h e  D e p a r t m e n t  b e l i e v e s  t h a t  t h e  C i t y  s h o u l d  n o t  b e  p r e c l u d e d  f r o m  
r e i m b u r s e m e n t  f o r  t h e s e  e x p e n s e s  s i m p l y  b e c a u s e  a n  a g r e e m e n t  h a d  
n o t  b e e n  s i g n e d .  T h e  e x p e n d i t u r e s  w i l l  b e  r e v i e w e d  b y  t h e  
D e p a r t m e n t  a c c o r d i n g  t o  p r o c e d u r e s  e s t a b l i s h e d  f o r  a l l  
m u n i c i p a l i t i e s  p a r t i c i p a t i n g  i n  t h i s  r e s p o n s e .  E x p e n d i t u r e s  w i l l  
b o  s u b m i t t e d  f o r  p a y m e n t  b y  EXXON b e f o r e  s t a t e  f u n d s  a r e  u s e d .

P l e a s e  l e t  me  k n o w  i f  t h e r e  a r e  a n y  a d d i t i o n a l  q u e s t i o n s .

S i n c e r e l y ,

Amy I X  K y l / j  
D e p u t y  C o m m i s s i o n e r
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C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S  

F o p  Dill/Resolution No. cssb 2 5 6

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 is 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.



/ ' Offered: 4/8/89
Referred: Finance

Original sponsors: Szymanski, Kerttula,
Kelly, and Sturgulewski

6 -1 1 6 3H

BY THE COMMUNITY AND REGIONAL
1 IN THE SENATE AFFAIRS COMMITTEE

2 CS FOR SENATE BILL NO. 256 (C&RA)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

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

7 and recovery of money expended as a result of a

8 released hazardous substance; and providing for an

9 effective date."

'.0 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

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

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

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

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

16 ened release of oil or a hazardous substance.

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

18 (c) The department may reimburse a municipality for actual

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

20 ment of a release or threatened release of oil or a hazardous sub-

21 stance if

22 (1) the municipality has entered into an agreement with the

23 commissioner under AS 46.09.020(e) [BEFORE INCURRING THE EXPENSES FOR

24 WHICH REIMBURSEMENT IS SOUGHT]; and

25 (2) the commissioner determines that the expenses were for

26 a necessary emergency first response to a release or threatened re-

27 lease that posed an imminent and substantial threat to the public

28 health or welfare, or to the environment.

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

SB0256b - i  - CSSB 2 5 6 (C&RA)

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

CSSB 2 5 6 (C&RA) - 2 - SB0256b
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F A U S W I
DEPT. OF ENVIRONMENTAL CONSERVATION

STEVE COW PER, GOVERNOR

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

A p r i l  4, 1989

S e n a t o r  M i k a  S z y m a n s k i  
„ l a B k a  S t a t e  S e n a t e  
PO Box V
J u n e a u ,  AK 99811 

D e a r  S e n a t o r  S z y m a n s k i :

I  am w r i t i n g  t o  s t a t e  o u r  s u p p o r t  f o r  t h e  i n t e n t  o f  SB 256. T h i s  
b i l l  w o u l d  a l l o w  t h e  D e p a r t m e n t  t o  r e i m b u r s e  t h e  C i t y  o f  S e w a r d  f o r  
l e g i t i m a t e  e x p e n d i t u r e s  f o r  r e s p o n s e  t o  t h e  o i l  s p i l l  i n  P r i n c e  
W i l l i a m  S o u n d .

A t  p r e s e n t ,  t h e  o i l  a n d  h a z a r d o u s  s u b s t a n c e  f u n d  may b e  u s e d  f o r  
r e i m b u r s e m e n t  t o  a  m u n i c i p a l i t y  o n l y  i f  t h e  D e p a r t m e n t  h a s  s i g n e d  
a n  a g r e e m e n t  w i t h  t h e  m u n i c i p a l i t y  b e f o r e  t h e  e x p e n d i t u r e  i s  m a d e .  
I n  t h i s  c a s e ,  t h e  C i t y  o f  S e w a r d  m ad e  e x p e n d i t u r e s  t o  p r e p a r e  t o  
k e e p  p r o d u c t  aw a y  f r o m  s e n s i t i v e  a r e a s  b e f o r e  a n  a g r e e m e n t  c o u l d  
b e  s i g n e d  w i t h  t h e  D e p a r t m e n t .

T h e  D e p a r t m e n t  b e l i e v e s  t h a t  t h e  C i t y  s h o u l d  n o t  b e  p r e c l u d e d  f r o m  
r e i m b u r s e m e n t  f o r  t h e s e  e x p e n s e s  s i m p l y  b e c a u s e  a n  a g r e e m e n t  h a d  
n o t  b e e n  s i g n e d .  T h e  e x p e n d i t u r e s  w i l l  b e  r e v i e w e d  b y  t h e  
D e p a r t m e n t  a c c o r d i n g  t o  p r o c e d u r e s  e s t a b l i s h e d  f o r  a l l  
m u n i c i p a l i t i e s  p a r t i c i p a t i n g  i n  t h i s  r e s p o n s e .  E x p e n d i t u r e s  w i l l  
b e  s u b m i t t e d  f o r  p a y m e n t  b y  EXXON b e f o r e  s t a t e  f u n d s  a r e  u s e d .

P l e a s e  l e t  me k now  i f  t h e r e  a r e  a n y  a d d i t i o n a l  q u e s t i o n s .

S i n c e r e l y ,

Amy D< K y l / j  
D e p u t y  C o m m i s s i o n e r



A l a s k a  E n v i r o n m e n t a l  L o b b y ,  I n c .
BO. Box 22151 Juneau, Alaska 99802 907-586*2345

A t L  I S S U E  P A P E R - S B  2 3 6 :  
R E I M B U R S E M E N T  F O R  C O S T S  I N C U R R E D  A S  A  R E S U L T  O F  

O I L / H A Z A R D O U S  S U B S T A N C E  R E L E A S E

T h e  A l a s k a  E n v i r o n m e n t a l  L o b b y  s u p p o r t s  t h e  S e n a t e  C o m m u n i t y  
A n d  R e g i o n a l  A f f a i r s  C S  f o r  S B  2 5 6 .  I t  i s  a b s o l u t e l y  n e c e s s a r y  t h a t  
t h e  m o n e y  s p e n t  on  t h e  P r i n c e  W i l l i a m  S o u n d  c l e a n u p  b y  t h e  D e p a r t m e n t  o f  
E n v i r o n m e n t a l  C o n s e r v a t i o n ,  m u n i c i p a l i t i e s ,  a nd  o t h e r  e n t i t l e s  be  r e c o v e r e d  
f r o m  t h e  r e s p o n s i b l e  p a r t i e s .

T h e  E x x o n  V a l d e z  o i l  s p i l l  d i s a s t e r  h a s  h a d  t r a g i c  c o n s e q u e n c e s  f o r  t h e  
e n v i r o n m e n t  a n d  t h e  c o m m u n i t i e s  o f  P r i n c e  W i l l i a m  S o u n d ,  a n d  b e yond .  T h i s  
c r i s i s  r e q u i r e d  a n  i m m e d i a t e ,  e m e r g e n c y  r e s p o n s e .  S u b s t a n t i a l  c o s t s  
h a v e  b e e n  I n c u r r e d  b o t h  b y  D E C  a n d  t h e  c o m m u n i t i e s  o f  P r i n c e  
W i l l i a m  S o u n d  I n  t h i s  l a r g e - s c a l e  c l e a n u p  a n d  c o n t a i n m e n t  e f f o r t .  
I t  i s  e s s e n t i a l  t h a t  t h i s  m o n e y  b e  r e c o v e r e d  f r o m  t h o s e  r e s p o n s i b l e  f o r  t h i s  
g r a v e  e n v i r o n m e n t a l ,  s o c i a l ,  a n d  e c o n o m i c  c a t a s t r o p h e .

T h e  A l a s k a  E n v i r o n m e n t a l  L o b b y  c o m m e n d s  t h e  S e n a t e  I n  t h i s  
e f f o r t  t o  c r e a t e  a  f r a m e w o r k  f o r  c o n t a i n m e n t  a n d  c l e a n  u p  
e x p e n d i t u r e  r e i m b u r s e m e n t .  W i t h  t h i s  a s s u r a n c e  o f  r e i m b u r s e m e n t ,  
l o c a l  e n t i t l e s  a n d  m u n i c i p a l i t i e s  w i l l  b e  m o r e  l i k e l y  t o  p a r t i c i p a t e  In  f u t u r e  
o i l  a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e  p r e v e n t i o n  a n d  c l e a n u p .

K a r e n  B r e w s t e r  
A p r i l  I I ,  1 9 8 9

A LA SK A  C E N T E X  F O R  TH E  E N V IR O N M E N T  • A LA SK A  C H A P T E R . S IE R R A  C LU B  •  J U N E A U  O AO UR . S IE R R A  C U J B  •  S ITKA  0 * 0 0 *  S IER R A  C LU B  
KN IK  G R O U P  S IER R A  C LU B  •  O CN A L I G RO U P . S IE R R A  C LU B  •  A N C H O R A O F  AAJDUBON SO C IE T Y  •  A RCT IC  A U O U B O N  S O C IE T Y  
D EN A L I C IT IZ E N S  C O U N C IL  • A LA SK A  F R IE N D S  O F  TH E  EA R TH  •  J U N E A U  A U D U B O N  S O C IE T Y  •  K ACM EM A K  BAY C O N SERV A T IO N  SO C IE T Y  
K EN A I P E N IN S U L A  A U O U B O N  S O C IE T Y  • K O O lA K  A U D U B O N  S O C IE T Y  •  LYN N  C A N A L  C O N SE R V A T IO N  •  A LA SK A  W IL D L IF E  A LL IA N C E  
S ITK A  C O N SE R V A T IO N  SO C IE T Y  • N O R T H E R N  A LA SK A  E N V IR O N M E N T A L  C E N T E R  •  S O U T H E A ST  A LA SK A  C O N SE R V A T IO N  C O U N C IL

K N IK  K A N O E R S  A N D  K A Y A K ER S
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State C a p ito l. R o om  11 
Juneau , AJaska 99811 
(9 0 7 )4 6 5 -4 9 7 8 /4 9 7 9  
FA X  (9 0 7 ) 465 -2652

& la s fe a  & t a t e  l e g i s l a t u r e
h

Senator Mike Szymanski

M E M O R A N D U M

Daring Inlerim:
3111 C  S treet, Su ite 510 

A nchorage , A la sk a  99503 
(9 0 7 )5 6 1 -7 6 1 7

165 E . P a rk s  H ighway 
Legis lative In fo rm a t io n  O ffic e  

W as illa , A la sk a  99687  
(9 0 7 ) 3 7 6 -M IK E

T O :  R e p r e s e n a t i v e  E i l e e n  M a c l e a n ,  C h a i r p e r s o n

H o u s e > e O T t a u n i t w  a n d  R e g i o n a l  / a f f a i r s  C o m m i t t e e

F R O M :  Sj 

R E :  S<

I z y m a n s k i

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

g i v e n  t h e  C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  

C o n s e r v a t i o n  t o  e n t e r  i n t o  a g r e e m e n t s  w i t h  m u n i c i p a l i t i e s .

T h i s  c l a r i f i c a t i o n  i s  n e c e s s a r y  i n  o r d e r  t o  a l l o w  t h e  D E C  t o  

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

f u n d  t o  m u n i c i p a l i t i e s  f o r  e x p e n s e s  r e l a t e d  t o  o i l  c o n t a i n m e n t  

a n d  c l e a n u p  a c t i v i t i e s .

U n d e r  c u r r e n t  l a w  ( A S  4 6 . 0 8 . 0 7 0 [ c ] ), t h e  D E C  C o m m i s s i o n e r  m u s t  

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

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

f u n d .  S B  2 5 6  w i l l  a m e n d  c u r r e n t  s t a t u t e  b y  a l l o w i n g  t h e  

C o m m i s s i o n e r  t o  r e i m b u r s e  c o m m u n i t i e s  f o r  e x p e n s e s  d a t i n g  f r o m  

M a r c h  2 4 ,  1 9 8 9 .

M n -S u
Senate District E

•  S o . A nch o rag e  •  B ird / In d ia n  •  G irdw ood  •  W h itt ie r •  N«kiski •  C o o p e r Land ing  •  H op e  •  Sew ard  •  C o rd o v a  • \  a ld e r





S E N A T E  C O M M I T T E E  R E P O R T

F I R S T  COMMITTEE OF R E FE R R A L

D a t e  o f  5 - D A Y  N O T IC E
I N  ACCORDANCE W IT H  U N IF O R M  R U L E  2 3

F U RT H E R
* * F I S C A L  N O T E ( S )  MUST BE ATTACHED
I N  ACCORDANCE W IT H  AS 2 4 . 0 8 . 0 3 5

. . .  / o n  DATE TURNED  I N T O  O F F I C E4 / 4 / 8 9  . —
M r .  P r e s i d e n t :

F i n a n c e  C o m m i t t e e  c o n s i d e r e d  SB
p a y m e n t  o f  i n s u r a n c e  c l a i m s  u n d e r  c e r t a i n  p o l i c i e s  p r o v i d i n g  t o  t h e  

s t a t e ;  e f d

a n d  r e c o m m e n d e d :

[ ] r e p l a c e  w i t h  C S  [ ]  s a m e  t i t l e
[ ]  n e w  t i t l e

[  ] a t t a c h e d  a m e n d m e n t ( s )  a n d

[ ] ____________________________________ l e t t e r  o f  i n t e n t  a d o p t e d

] d o  p a s s  

] d o  n o t  p a s s 3 ; / /  d k d
] n o  r e c o m m e n d a t i o n  

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

] f u r t h e r  r e f e r r a l  t o  __________

F I S C A L  N O T E ( S )  a t t a c h e d  [ ] z e r o  [ j  f i s c a l  i m p a c t
[ ] a p p r o p r i a t i o n  n o  FN  a t t a c h e d  [ ] G o v .  FN  i n t r o d u c e d  w /  b i l l

MEMBERS S I G N I N G  DO PA S S  OTHER  RECOMMENDAT IONS

C h a i r '  s i g n a t u r e  a n d  r e c o m m e n d a t i o n
[ ] C o m m i t t e e  b a c k u p  a t t a c h e d
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R e f e r r e d :  F i n a n c e
Mi V

1
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28

B Y  T H E  R U L E S  C O M M I T T E E  B Y  

R E Q U E S T  ( F o r  t h e  H e a l t h  C a r e  

C o s t  C o n t a i n m e n t  T a s k  F o r c e )I N  T H E  S E N A T E

S E N A T E  B I L L  N O .  2 5 7  

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

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  p a y m e n t  o f  i n s u r a n c e  c l a i m s  u n d e r

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

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

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

*  S e c t i o n  1. A S  2 1 . 8 9 . 0 3 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 8 9 . 0 3 0 .  P A Y M E N T .  E x c e p t  a s  p r o v i d e d  i n  ( b )  o f  t h i s  

s e c t i o n ,  a n  [ A N ]  i n s u r a n c e  c o m p a n y  d o i n g  b u s i n e s s  i n  t h i s  s t a t e  m a y  

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

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

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

i n g .

*  S e c .  2.  A S  2 1 . 8 9 . 0 3 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( b )  A n  i n s u r a n c e  c o m p a n y  m a y  p a y  a j u d g m e n t  o r  s e t t l e m e n t  o f  a 

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

p u r c h a s e d  u n d e r  t h e  p r o v i s i o n s  o f  A S  3 9 . 3 0 ,  w i t h  a b a n k  d r a f t .  I n  

t h i s  s u b s e c t i o n ,  " b a n k  d r a f t "  h a s  t h e  m e a n i n g  g i v e n  i n  A S  4 5 . 0 3 . -  

1 0 4 ( b ) ( 1 ) .

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

S B 0 2 5 7 a  C O M M I T T E E  C O P Y 1 - S B  2 5 7

'Aef  ■ -



STAT E O F  A L A S K A
19 89  L E G I S L A T I V E  S E S S I O N

REQUEST:

BILL VtRSION:.
PUBLISH DATE;.

SB 257

F I S C A L  N O T E

R e v i s i o n  D a t e :

Title: Payment of Insurance Claims
Under Certain Vehicles Provided to t he State 

Sponsor: Rules (Health Care Cost
Requester: Senate Finance_______ /Containment Task Force)

Agency Affected: Commerce & Econ. Dev. 
BRU: Insurance_________________

C o m p o n e n t s :

E X P E N D I T U R E S  I  R E V E N U E S  : ( T h o u s a n d s  o f  D o l l a r s :

O P E R A T I N G F Y  8 9 F Y  9 0 FY 91 : Y  9 2 F Y  9 3 FY 94

P E R S O N A L  S E R V I C E S  

T R A V E L

C O N T R A C T U A L

S U P P L I E S

E Q U I P M E N T

L A N D  &  S T R U C T U R E S

G R A N T S .  C L A I M S

M I S C E L L A N E O U S

T O T A L  O P E R A T I N G 0

C A P I T A L 0 0 o 0 0 0

R E V E N U E 0  0  0  0  ' 0  ! 0

F U N D I N G :  ( T h o u s a n d s  o f  d o l l a r s )

G E N E R A L  F U N D  

F E D E R A L  F U N D S  

O T H E R  

T O T A L

• »

ocoooo

P O S I T I O N S :

F U L L - T I M E  0 ■ 0 oooo

P A R T T I M E

T E M P O R A R Y

A N A L Y S I S :  ( A t t a c h  a  s e p a r a t e  p a g e  i f  n e c e s s a r y . )

P r e p a r e d  D y :  

D i v i s i o n  ______

Paul Roller, Director
Insurance

£  M — i
Larry Mercum'eff

P h o n e :  

D a t e :  _

O ' f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  

i m p a c t e d  A g e n c y d e s i

465-2515
4-7-89

P h o n e :  465-2500A p p r o v e d  b y  C o m m i s s i o n e r : _______  _________________________________________________  __________________

A g e n c y :  Department of Commerce & Economic Development D a t e :  yV<

D i s t n b u t i o n  ( b y  p r e o a r e r ) :

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

page c*
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S E N A T E  C O M M I T T E E  R E P O R T

D a t e  o f  5 - D A Y  N O T I C E  + h / W  
I N  ACCORDANCE W I T H  U N IF O R M  R U L E  2 3

F I R S T  COMMITTEE OF R E FE R R A L

FU RT H E R
* * F I S C A L  N O T E ( S )  MUST BE ATTACHED  
I N  ACCORDANCE W I T H  AS  2 4 . 0 8 . 0 3 5

DATE TURN ED  I N T O  O F F I C E
4 / 4 / 8 9  

M r .  P r e s i d e n t :

' F IN A N C E 1 C o m m i t t e e  c o n s i d e r e d  SB*?2-5'8^

s t a t e  e x e m p t i o n  f r o m  c e r t a i n  i n s u r a n c e  p r e m i u m  t a x e s ;  e f d

a n d  r e c o m m e n d e d :

C 4  r e p l a c e  w i t h  C S  4 5 ?  _______________________ [ ,/ s a m e  t i t l e
[ ]  n e w  t i t l e

[  ] a t t a c h e d  a m e n d m e n t ( s )  a n d

[ ] ____________________________________ l e t t e r  o f  i n t e n t  a d o p t e d

p a s s  

] d o  n o t  p a s s  

] n o  r e c o m m e n d a t i o n  

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

] f u r t h e r  r e f e r r a l  t o  ___________________________________________________

F I S C A L  N O T E ( S ) a t t a c h e d  [  »// z e > k o  [ ] f i s c a l  i m p a c t
[  ] a p p r o p r i a t i o n  n o  FN  a t t a c h e d  [ ] G o v -  ? N  i n t r o d u c e d  w /  b i l l

G DO PA S S  OTHER  RECOM MENDAT IONS



REQUEST:________________________________ F I S C A L  N 0 T E __________________________________________
Revision Date:  T  Agency Affected: Commerce & Econ. Dev.
Title: State exemption from certain BRU: Insurance__________________

insurance premium taxes__________ ___________________________________
Sponsor: Rules (Health Care Cost Components:___________________ __
Requester: Senate Finance /Containment Task Force)___________________

STATE O F  A L A S K A  BILL VERSION: CS SB 258 ( F i n a n c e  )
1 9 8 9  L E G I S L A T I V E  S E S S I O N  PUBLISH DATE________________ ___

E X P E N D I T U R E S  /  R E V E N U E S  : ( T h o u s a n d s  o f  D o l l a r s )

O P E R A T I N G ___________________F Y  89_____________F Y  90 F Y  91 F Y  92____________ F Y  93 F Y  94
P E R S O N A L  S E R V I C E S

T R A V E L   i_______________

C O N T R A C T U A L  ;____________________________________________________________________________________________________________________________

S U P P L I E S ____________________________________________________________________________________________________________________________

E Q U I P M E N T  

L A N D  &  S T R U C T U R E S  

G R A N T S ,  C L A I M S  

M I S C E L L A N E O U S

T O T A L  O P E R A T I N G  U  U  0  U  U  0

C A P I T A L 0 0 0 0 0 0

R E V E N U E 0 0 0 0 0 0

F U N D I N G :  ( T h o u s a n d s  o f  d o l l a r s )

G E N E R A L  F U N D

F E D E R A L  F U N D S
1

O T H E R

T O T A L 0 0 0 0 0 0

P O S I T I O N S :

F U L L T I M E 0 0 0 0 0 0

P A R T T I M E
j 1

T E M P O R A R Y 1

A N A L Y S I S :  ( A t t a c h  a  s e p a r a t e  p a g e  i f  n e c e s s a r y . )

P r e p a r e d  b y :  

D i v i s i o n :  ______

Paul Roller, Director
Insurance

J  .-------------
A p p r o v e d  b y  C o m m i s s i o n e r :  Larry Merculieff__________
A g e n c y :  Department of Commerce & Economic Development

P h o n e :  

D a t e :  _

465-2515
4-7-89

P h o n e .  

D a t e :  _

465-2500

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  

I m p a c t e d  A g e n c y t i e s )

Changes in the Fin CS have no 
f i s c a l  e f fec t .  This f i s c a l  note 
i s  appropriate.  AM̂ 'SFC: 4/10/89

page of
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O r i g i n a l  s p o n s o r :  R u l e s / H e a l t h  C a r e  C o s t

C o n t a i n m e n t  T a s k  F o r c e

I N  T H E  S E N A T E  B Y  T H E  F I N A N C E  C O M M I T T E E

C S  F O R  S E N A T E  B I L L  N O .  2 5 8  ( F i n a n c e )

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

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  s t a t e  e x e m p t i o n  f r o m  c e r t a i n

i n s u r a n c e  p r e m i u m  t a x e s ; aiid p r o v i d i n g  f o r  a n  e f f e c ­

t i v e  d a t e . "

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

*  S e c t i o n  1. A S  2 1 . 0 9 . 2 1 0 ( i )  i s  a m e n d e d  t o  r e a d :

( i )  P r e m i u m s  p a i d  b y  t h e  s t a t e  f o r  i n s u r a n c e  p o l i c i e s  a n d  c o n ­

t r a c t s  p u r c h a s e d  u n d e r  t h e  p r o v i s i o n s  o f  A S  3 9 . 3 0  a r e  e x e m p t  f r o m  

t a x a t i o n  u n d e r  t h i s  s e c t i o n .  A n  i n s u r e r  m a y  n o t  i n c l u d e  t h e  t a x  

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

o r  c o n t r a c t  p u r c h a s e d  b y  t h e  s t a t e  u n d e r  t h e  p r o v i s i o n s  o f  A S  3 9 . 3 0 .  

A n  i n s u r e r  n a y  c l a i m  t h e  [ C L A I M S  F O R ]  e x e m p t i o n  [ S H A L L  B E  M A D E ]  o n  

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

*  S e c .  2 .  T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1, 1 9 8 9 .

- 1 - CSSB 258(Fin)



O f f i c e  o f  t h e  P r e s i d e n tMEMBER
TENTH ALASKA LEGISLATURE 

ELEVENTH ALASKA LEGISLATURE 
TWELFTH ALASKA LEGISLATURE 

THIRTEENTH ALASKA LEGISLATURE 
FOURTEENTH ALASKA LEGISLATURE 
FIFTEENTH ALASKA LEGISLATURE 
SIXTEENTH ALASKA LEGISLATURE

P.O. BOX V 
JUNEAU, ALASKA 99811 

(907 )465 -3822

P.O. BOX 210001 
ANCHORAGE, ALASKA 99521 

(907) 561-7612S e n a t o r  T i m  K e l l y

A p r i l  6 ,  1 9 8 9

S e n a t o r  R i c k  U e h l i n g ,  C o - c h a i r  
F i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  S e n a t e  
B o x  V
J u n e a u ,  A k  9 9 8 1 1

R e :  S c h e d u l i n g  S B  2 5 7  a n d  S B  2 5 8 .

D e a r  S e n a t o r  U e h l i n g ,

I  w o u l d  a p p r e c i a t e  t h e  s c h e d u l i n g  S B  2 5 7  a n d  SB  2 5 8  f o r  a  
F i n a n c e  C o m m i t t e e  h e a r i n g  a t  y o u r  e a r l i e s t  c o n v e n i e n c e .  T h e s e  
t w o  b i l l s  a r e  r e c o m m e n d e d  b y  t h e  H e a l t h  C a r e  C o s t  C o n t a i n m e n t  
T a s k  F o r c e .  T h e y  a r e  i n  t h e  n a t u r e  o f  t e c h n i c a l  c h a n g e s  t o  
e x i s t i n g  l a w .  T h e i r  e n a c t m e n t  w o u l d  a l l o w  t h e  D e p a r t m e n t  o f  
A d m i n i s t r a t i o n  t o  a f f e c t  s u b s t a n t i a l  h e a l t h  c a r e  c o s t  s a v i n g s  
f o r  b o t h  F Y  8 9  a n d  F Y  9 0 .

F o r  y o u r  i n f o r m a t i o n ,  t h e  T a s k  F o r c e  w i l l  b e  m e e t i n g  
a g a i n  o n  W e d n e s d a y ,  A p r i l  1 2 .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  t h i s  r e q u e s t .

S i n c e r e l y ,

T IM  K E L L Y
A l a s k a  S t a t e  S e n a t o r



S ' S  2 S g 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 
Sl,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 -

 ̂   •.!■■■■ -»T n i'rtr f il i l



? Provided by: Arthur J. Gallagher & Co.
A e t n a  Life I n s u r a n c e  C o m p a n y

A p r il  3 , 19 6 9

STATE OF ALASKA HEALTHCARE COST CONTAINMENT TASK FORCE

A t its  M a r c h  2 9, 1989 m e e t in g , th e  H e a lth c a re  C o s t  C o n t a i n m e n t  T a s k  F o r c e  r e q u e s t e d  
a d d it io n a l i n f o r m a t i o n  o n  th re e  fin a n c ia l i s s u e s . T h e  f o l l o w i n g  m a te r ia l p r o v i d e s  A r t h u r  
J. G a l l a g h e r 's  a n d  A e t n a 's  c o m m e n t s  o n  th e  th re e  i s s u e s .

1 .  P r e m i u m  T a x e s . T h e r e  is  a  g re a t d e a l o f  c o n f u s i o n  o n  th e  P r e m i u m  T a x  i s s u e . 
C u r r e n t ly , p r e m i u m  ta x e s a r e  p a id  to  th e  S ta te  o n  th e  H e a lth  p l a n s  a n d  t h e n  A e tn a  
file s  f o r  a r e f u n d  o f  th e  t a x e s . T h u s ,  th e  n e t  e ffe c t  o n  th e  p la n  s h o u l d  b e  z e r o . In  
d e t e r m i n i n g  th e  S t a t e 's  p r e m i u m  r a t e s  it is  a s s u m e d  th e r e  i s  n o  ta x  lia b ility .

In  o r d e r  to  r e c o v e r  th e 19 8 7 ta x c r e d it  o f  $ 1,7 0 0 ,0 0 0  (5 1,3 0 0 ,0 0 0  a c tiv e  a n d  $400,GOO 
r e t ir e e s ) th e  f o l l o w in g  n e e d s  to o c c u r :

1 .  C o m b in e  p la n  fin a n c ia ls  a t y e a r  e n d . T h i s  a l l o w s  A etn a  to c r o s s
a p p ly  P r e m i u m  S t a b il iz a t io n  A c c o u n t  F u n d s .

2. T h e  S ta te  R e v e n u e  D e p a r t m e n t  h a s  to  i s s u e  19 8 8  p r e m i u m  ta x r e f u n d
to A e tn a  p r i o r  to  J u ly  1 ,  19 8 9 .

3 . S e c tio n  1  A S 2 1 .09210 (i )  is  a m e n d e d  e ffe c t iv e  J a n u a r y  1 ,  198 9.

A e tn a  w ill c r e d it  $ 1,7 0 0 ,0 0 0  a s  d ir e c te d  b y  a d m i n i s t r a t i o n .

2. E x t e n d e d  L ia b il it y  R e s e r v e s . U n d e r  th e  S t a t e 's  p l a n  th e r e  is  a n  e x t e n s io n  o f  
b e n e f it s  w h ic h  c o n t in u e s  M e d ic a l c o v e r a g e  f o r  u p  to  12  m o n t h s  f o r  e m p l o y e e s  w h o  
a re  to ta lly  d isa b le d  at c o n t r a c t  t e r m i n a t i o n . T h i s  i s  d e f e r r e d  lia b ility  w n ic h  c a n n o t  
b e m e a s u r e d  w h ile  th e  p la n  i s  a c t iv e .

A e tn a  p r o v i d e s  f o r  t h is  lia b ility  b y  e s t a b l i s h i n g  r e s e r v e s  at e a c h  r e n e w a l . T h e  
e x t e n d e d  lia b ility  r e s e r v e s  e s t a b l is h e d  a s  o f  th e  J u ly  1 ,  19 8 8  r e n e w a l a re  a s  f o l l o w s :

E x t e n d e d  L ia b ility  E x t e n d e d  M a t u r it y  T o t a l  80%

A c tiv e s $ 2 ,17 8 ,0 4 5  $ 8 5 7 ,13 9  $ 3 ,0 3 5 ,18 4  $2,400,000
R e tire e s 1 ,16 2 ,2 8 2  2 7 ,18 9  1 ,1 8 9 ,4 7 1  900,000

N o t e : T h e s e  r e s e r v e s  w e r e  o u t lin e d  o n  p a g e  18 A  o f  A r t h u r  J . G a l l a g h e r 's  
M a r c h  29, 1989 R e p o r t  o n  th e  T a s k  F o r c e .

A e tn a  w o u l d  b e  a g re e a b le  to  t r a n s f e r r in g  th e  e x t e n d e d  lia b ilit y  t o  th e  S ta te  in  th e  e v e n t  o f  
c o n t r a c t  t e r m in a t io n . W ith  th e  t r a n s f e r  o f  lia b ilit y , 80% o f  th e  r e s e r v e s  w o u l d  n o  l o n g e r  
b e  r e a u ire d .^  T h e  r e m a in in g  20% o f  th e  r e s e r v e s  w o u l d  b e  r e q u ir e d  to  p r o v id e  f o r  
e x t e n d e d  lia b ilitie s  w h ile  th e  c o n t r a c t  is  i n  f o r c e .

T o  a c c o m p l is h  the t r a n s fe r  o f  lia b ilit y , A e tn a  w o u l d  n e e d  to  m a k e  a c h a n g e  to th e  
c o n t r a c t  w it h  th e  S ta te . A l s o , a n o t ic e  w o u l d  n e e d  to  b e  p r o v i d e d  to e m p l o y e e s  
in d ic a tin g  that th e  Sta te h a s  a s s u m e d  t h is  lia b ilit y .



S ta te  o f  A la sk a  H e a lth c a re  C o s t  C o n t a in m e n t  
P a g e  T w o

I f  th e  S ta te  w i s h e s  to p r o c e e d  w it h  t h is  c h a n g e  w e  w o u l d  n e e d  a n  e ffe c tiv e  d a te . O n ce  
im p l e m e n t e d , A e tn a  w o u l d  c r e d it  th e  S ta te  f o r  th a t p o r t i o n  o f  th e  r e s e r v e s . A etn a  w ill  
c r e d it  E x t e n d e d  r e s e r v e s  o f  $3,300,000, a s  d ir e c t e d  b y  A d m i n i s t r a t i o n .

3. M i n i m u m  P r e m i u m . A e tn a  h a s  a m i n i m u m  p r e m i u m  p r o d u c t  a v a ila b le  ca lle d  th e  
S p lit  F u n d e d  G r o u p  P la n  ( S F G P ) . T h e r e  a r e  t w o  t y p e s  o f  S F G P  a v a ila b le : o n e  
w h e r e  A e tn a  r e t a in s  t e r m in a l lia b ilitie s  a n d  r e s e r v e s , a n d  o n e  w h e r e  t e r m in a l 
lia b ilit ie s  a n d  r e s e r v e s  a re  t r a n s fe r r e d  to  th e  S ta te . A ll f u r t h e r  d i s c u s s i o n  w ill 
a s s u m e  th e  S ta te  is  r e s p o n s i b l e  f o r  t e r m in a l l ia b ilit ie s  a n d  r e s e r v e s .

T h e  f o l l o w i n g  ta b le  o u t lin e s  th e  r e s e r v e s  a v a ila b le  t o  th e  S t a t e :

J u ly  1 ,  19 8 8 R e s e r v e s :
U n p a id  c la im  
E x t e n d e d  L ia b ility

T o t a l
E s t im a t e d  F lo a t  C la im s

R e s e r v e  R e le a se  C h a rg e  
N e t  R e s e r v e  R e le a se

A c t iv e s

$ 7,80 8,4 6 9  
3 .0 3 5 .18 4  

$ 10 ,8 4 3 ,6 5 3  
-A 1 7 5,flQp 
$ 8,668,653 

-346.746 
$ 8 ,3 2 1,9 0 7

R e tire e s

$ 4 ,12 7 ,4 14
1 .1 8 9 .4 7 1

$ 5 ,3 16 ,8 8 5
-925.000

$ 4 ,3 9 1,88 5
-175.675

$ 4 ,2 16 ,2 10

N o t e : S B S  O p t io n  I b e n e f it s  a r e  c o m b in e d  w it h  b a s ic  b e n e f it s  to  a v o i d  p r o d u c in g  t w o
s e p a r a t e  c la im  t r a n s a c t io n s  a n d  th e  e x p e n s e s  a s s o c i a t e d  w i t h  t w o  t r a n s a c t io n s . It is  
a s s u m e d  th at O p t io n  I  w o u l d  a l s o  c o n v e r t  to  S F G P  t o  c o n t in u e  t h e se  e x p e n s e  
s a v i n g s .

A e tn a  w o u l d  n e e d  to r e t a in  a p o r t i o n  o f  th e r e s e r v e s  to  c o v e r  " f l o a t "  c l a im s  o u t s t a n d in g  
o n  th e c o n v e r s i o n  d a t e . F lo a t  c l a im s  a re  t h o s e  c l a i m s  w h e r e  a c l a im  c h e c k  h a s  b e e n  
is s u e d  b u t  n o t  r e c o r d e d  a s  p a id . T h e  lia b ility  is  e s t im a t e d  t o  b e  a p p r o x im a t e l y  t w o  
w e e k s  o f  c l a im s .

In  a d d i t i o n , if  th e  r e s e r v e s  a r e  r e le a s e d  In  a l u m p  s u m  t h e r e  i s  a c h a r g e  m a d e  t o  c o v e r  
th e  o p p o r t u n i t y  c o s t s  a s s o c ia t e d  w it h  th e  c o n v e r s i o n  o f  a s s e t s  to  c a s h . C u r r e n t ly , th e 
c h a r g e  is  e q u a l to  4% o f  th e  l u m p  s u m  p a y m e n t . T h e  c h a r g e  w o u l d  b e  w a iv e d  i f  the 
r e s e r v e s  w e r e  r e le a s e d  in  12  i n s t a l l m e n t s .

U p o n  th e  c o n v e r s i o n  to  S F G P , A e t n a 's  c o s t s  w o u l d  in c r e a s e  a s  f o l l o w s :

L o s t  In t e r e s t
B a n k in g  a n d  A d m in is t r a t io n  
A d d it io n a l  R isk  

T O T A L

A c tiv e s

$ 867,492 
86 ,0 00  
5 4 .2 18  

$ 1 ,0 0 7 ,7 1 0

R e tire e s

$425,351
37,000
26 .584

$488,935

C u r r e n t l y , A e tn a  i s  c r e d it in g  in t e r e s t  to  th e  S ta te  o n  th e  c la im  r e s e r v e s  a t a n  a n n u a l  ra te  
in  th e  r a n g e  o f  7.5%  to 8.5% . T h i s  in t e r e s t  i s  u s e d  t o  o f f s e t  s o m e  o f  th e  e x p e n s e s  u n d e r  
th e  p l a n . O n c e  r e l e a s e d , th e  n e t  e x p e n s e s  in c r e a s e  b y  th e  a m o u n t  o f  th e  lo st  in t e r e s t . 
A e tn a  h a s  .a s s u m e d  8% in  t h is  i l l u s t r a t io n .
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S ta te  of  A la sk a  H e a lth c a re  C o J t C o n t a in m e n t  
P i g e  T h r e e

T h e  b a n k in g  a n d  a d m in is t r a t io n  c h a r g e s  c o v e r  th e  a d d e d  m a t *  a is o c ia t e d  w it h  S F G P . 
A lth o u g h  t e r m in a l  lia b ilit ie s  a n d  r e s e r v e s  s h if t  t o  t h e  S t a t e , A e tn a  g u a r a n t e e s  p a y m e n t  o f 
t h e s e  lia b ilitie s  i n  th e  e v e n t  th e  S la te  c a n n o t  p r o v i d e  th e  f u n d s . A e tn a  a s s e s s e s  a n  
»<*ditio/v»i ri»L .  /uj U tu  ^ l u i n i n n * .  Thfc n * x  c h a r g e  c o u t a  dc waiYOU >J th e re  is
L a tte r o f  C r e d it  f o r  120%  o f  th e  r e s e r v e s .

I t  w o u l d  b e  n e c e s s a r y  to  In c r e a s e  th e  "c o n v e n t i o n a l  "  p r e m i u m  r a t e s  to p r o v i d e  f o r  th e s e  
add i t i ona l  * k p e n s « .
U n d e r  a c r c r  < .,i a n $ c i u e m , xiie f o l l o w i n g  a a a m o r u u  d o c u m e n t s  a re  r e q u ir e d  to  
I m p l e m e n t  5 F G P :

T b c  L e tte r  o f  In te n t  <K»hiblt A ) n u riin e-t th e  S t a t e 's  d e s i r e  to im p le m e n t  
S F G P  a n d  a c c e p ts  In p r in c ip a l  t h e  v a r i o u s  A g r e e m e n t s .

T h e  B a n k in g  A g r e e m e n t  (E x h ib it  5 ) s e t s  u p  th e  w i r e  t r a n s f e r  of  f u n d s  
b e t w a o n  th e  S ta le  a n d  C o n n e c t ic u t  N a t i o n a l  B a n k .

T h e  S p lit  F u n d e d  A g r e e m e n t  (E x h ib it  C ) a m e n d s  th e  t n i u r a n c e  c o n t r a c t  a n d  
o u t l in e s  th e  v a r i o u s  t e r m s  a n d  c o n d i t i o n s  o f  th e  a r r a n g e m e n t

T h e  J t a t r p s p f c t iv e  P r e m i u m  A g r e e m e n t  (E x h ib it  D ) p r o v i d e s  f o r  th e  call o n  
* " . y  u n u s e d  C la im  L ia b ility  L im it  tn  h i n d  » ccc*jn fcir.g  d » K d i.

T h e  T e r m i n a t i o n  L ia b ility  F u n d  (E x h i b i t  E )  i s  n e c e s s a r y  to a n s u r e  >,iat 
a d e q u a t e  r e s e r v e  f u n d i n g  i s  a v a ila b le  a t  a ll t i m e * .

I n  a d d it io n  to  t h e s e  d o c u m e n t s , a n o t ic e  n e e d s  to  h e  s e n t  tn  t h o  o m p l o y .* ™  a n n o u n c i n g  
tn e  c h a n g e  to  S K I P .

U n d e r  5 P G P . th e  c o n v e n t io n a l  p r e m i u m  w o u l d  N> s p l i t  i n t o  t w o  c o m p o n e n t s . A b a s ic  
p r e m i u m  c o m p o n e n t  e q u a l t o  th e  e s t im a t e d  e x p e n s e s  w o u l d  b e  d e v e l o p e d  a n d  p a id  to  
A etn a  m o n t h l y . T h e  b a s ic  p r e m i u m  le v e l is  n o t  g u a r a n t e e d  a n d  w o u l d  b e  "t r u e d  u p "  a t 
y e a r  a n d  b a s e d  u p o n  a c t u a l p la n  c o s t s . T h e  r e m a i n d e r  o f  th e  c o n v e n t i o n a l  p r e m i u m  
w o u ld  b e r e t a in e d  b y  th e  S l a t e 's  I o r  c la im  p a y m e n t .

D u e  to  a s s o c ia t e d  c o m  a n d  e a s e  o f  a d m i n i s t r a t i o n . It La n e o o m r ru tn d e d  that th e  S ta te
r s v t a w  ■Spill Cun^Lnw A«-i-n* r e t a i n *  ta m U n jil  lL*LUitlir> <*xid r n a r v w .  T h e  n e t
im p a c t o .' t h is  o n  F Y  89, 90 d e p e n d s  u p o n  th e  a c t u a l c l a i m s  p a id  a n d  th e  S t a t e 's  
A c c o u n tin g  p r a c t ic e s .

It  la f u r t h e r  r e c o m m e n d e d  th a t tha T a s k  F o r c e  c o n t i n u e  t o  p u r s u e  C o s t  C o n t a in m e n t
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C S S B 2 6 0

A p r i l  2 8 ,  1 9 8 9  

P a g e  2

C S S B  2 6 0  

F i s c a l  N o t e  A n a l y s i s

1. T h i s  b i l l  i m p o s e s  a n  a d d i t i o n a l  s e v e r a n c e  t a x  o n  o i l  o f  

$ . 0 5  p e r  b a r r e l .  T h i s  t a x  r e v e n u e  i s  d e p o s i t e d  i n t o  t h e  

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

d e p o s i t s .  O n c e  t h e  b a l a n c e  o f  d e p o s i t s  f r o m  t h i s  t a x  e q u a l s  

o r  e x c e e d s  $ 2 5  m i l l i o n  t h e  t a x  i s  d i s c o n t i n u e d  u n t i l  3 u c h  

t i m e  a s  t h e  b a l a n c e  f a l l s  b e l o w  $ 2 5  m i l l i o n  a t  w h i c h  p o i n t  

t h e  t a x  i s  r e i m p o s e d .

2 .  T h e  F Y  1 9 9 0  n u m b e r  i s  f o r  t h e  1 2  m o n t h  p e r i o d .  D e p e n d i n g  

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

p r o p o r t i o n a l l y .

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

S p r i n g  1 9 8 9  D e p a r t m e n t  R e v e n u e  f o r e c a s t ,

4. T h e  s u m  o f  r e v e n u e  c o l l e c t e d  f r o m  t h i s  t a x  u n d e r  o u r  

c u r r e n t  a s s u m p t i o n s  f r o m  F Y  1 9 9 0  t h r o u g h  F Y  1 9 9 4  i s  $ 1 4 0  

m i l l i o n ,  w e l l  a b o v e  t h e  $ 2 5  m i l l i o n  c a p .  I t  i s  l i k e l y  t h a t  a 

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

b e t w e e n  F Y  1 9 9 0  a n d  F Y  1 9 9 4  w o u l d  b e  e x p e n d e d  t o  a m e l i o r a t e  

i m p a c t s  o f  t h e  E X X O N / V a l d e z  s p i l l .  T h e  f o l l o w i n g  t a b l e  

i l l u s t r a t e s  t h e r e f o r e ,  t h e  m a x i m u m  r e v e n u e  t h a t  c o u l d  b e  

g e n e r a t e d  f r o m  a  $ . 0 5 / b b l  t a x  a n d  t h e  c u m u l a t i v e  a m o u n t  

w h i c h  c o u l d  t h e o r e t i c a l  b e  m a d e  a v a i l a b l e  i n  t h e  e v e n t  o f  

a n o t h e r  c a t a s t r o p h i c  o i l  s p i l l .

5.  T h e  f o l l o w i n g  t a b l e  a l s o  i l l u s t r a t e s  t h e  p r o j e c t e d  

r e v e n u e  p o t e n t i a l  o f  i n c r e a s i n g  t h e  t a x  t o  $ . 1 0 / b b l  a n d  

i m p o s i n g  t h e  t a x  o n  S t a t e  r o y a l t y  b a r r e l s .  E a c h  i n c r e a s e  i n  

t h e  t a x  o f  $ . 0 5 / b b l  i n c r e a s e s  r e v e n u e s  b y  r o u g h l y  $ 3 0  

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

p r o d u c t i o n  d e c l i n e s .  T h e  t a x i n g  o f  r o y a l t y  b a r r e l s  h a s  t h e  

e f f e c t  o f  t r a n s f e r r i n g  p a r t  o f  t h e  r o y a l t y  i n c o m e  ( g e n e r a l  

f u n d  a n d  p e r m a n e n t  f u n d )  t o  t h e  s p i l l  f u n d  a n d  h a s  n o  n e t  

f i s c a l  e f f e c t  o n  S t a t e  r e v e n u e s .

6. B e c a u s e  t h e  o f  t h e  i m p o s i t i o n - s u s p e n s i o n  f e a t u r e  o f  t h e  

t a x ,  t h e  p r a c t i c a l  e f f e c t  o f  t h e  $ 2 5  m i l l i o n  f u n d  s i z e  i s  t o  

l i m i t  t h e  s i z e  o f  t h e  c h e c k  w h i c h  c o u l d  b e  i m m e d i a t e l y  

w r i t t e n  t o  c o v e r  o i l  s p i l l  c o s t s .  T h e r e  a r e  s e v e r a l  

c o n s i d e r a t i o n s  w i t h  r e s p e c t  t o  t h e  s i z e  o f  t h e  f u n d .  T h e  

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

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

f u n d  i n  l a t e r  y e a r s  a s  A l a s k a n  p r o d u c t i o n  d e c l i n e s .  F o r  

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

o c c u r r e d  i n  1 9 9 5  w h i c h  r e q u i r e d  t h e  S t a t e  t o  s p e n d  $ 1 0 0  

m i l l i o n ,  a n d  t h e  f u n d  w a s  c a p p e d  a t  $ 2 5  m i l l i o n ,  t h e  f u n d  

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

i t  i s  a s s u m e d  t h a t  f u t u r e  f u n d  r e v e n u e s  a r e  a v a i l a b l e  t o  

c o v e r  t h e  r e m a i n i n g  $ 7 5  m i l l i o n  i n  c o s t s  a s s o c i a t e d  w i t h  

t h i s  h y p o t h e t i c a l  s p i l l ,  t h i s  w o u l d  t a k e  6 y e a r s  ( 2 0 0 0 ) .
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C o m p a r i s o n  o f  R e v e n u e  P o t e n t i a l  o f  a  S e v e r a n c e  T a x  o f  
$ . 0 5 / b b l  a n d  $ . 1 0 / b b l  W i t h  a n d  W i t h o u t  E x e m p t i o n  o f  

S t a t e  R o y a l t y  P r o d u c t i o n  
( M i l l i o n s  $)

f i v e  
c e n t s  

w/o r o y a c c um

f i v e
c e n t s
w / r o y a c c u m

1990 32 32 36
1991 30 62 35 p i
1992 28 91 33 /0 4
1993 26 117 30 /134
1994 23 140 27 /  160
1993 20 160 23 /  184
1996 17 178 20 / 204
1997 15 193 17 / 221
1998 13 206 15 / 236
1999 11 217 13/ 248
2000 9 226 259
2001 8 234 / 9 269
2002 7 241 /  8 277
2003 6 247 /  6 283
2004 5 252 /  6 289
2005 4 255 /  4 293
2006 3 259 /' 4 297
2007 3 261 / 3 300
2008 2 264 / 3 302

t e n  
c e n t s  

w/o r o y / c c u m

t e n
c e n t s
w / r o y a c c u m

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 2 5 355 40 407
1997 /30 Jt '5 34 442
1998 /  2 6 411 30 471
1999 /  22 433 25 497
2000 /  19 452 22 518
2001 /  16 469 19 537
2002 /  14 482 16 553
2003 /'  11 494 13 566
2004/ 10 504 11 577
2002 7 511 9 586
2006 6 517 7 593
2/0 7 5 523 6 599
2T)08 5 528 6 605
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Original sponsors: K erttu la and Szymanski

IN  THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE B ILL  NO. 260 ( F i n a n c e )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - F IR ST  SESSION

5 A B ILL

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  i m p o s i n g  a  c o n s e r v a t i o n  s u r c h a r g e  o n  o i l

7 s u b j e c t  t o  t h e  o i l  a n d  g a s  p r o p e r t i e s  p r o d u c t i o n  t a x ;

3 if a u t h o r i z i n g  t h e  a p p r o p r i a t i o n  o f  t h e  p r o c e e d s  o f  t h e

9)! s u r c n a r g e  t o  t h e  o i l  a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s ei j
•0ji r e s p o n s e  f u n d ;  p r o v i d i n g  f o r  s u s p e n s i o n  o f  t h e  s u r -

*

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

'2j! b y  t h e  s u r c h a r g e  e q u a l  o r  e x c e e d  c u m u l a t i v e  e x p e n d i -
II

13|j t u r e s  f r o m  t h e  f u n d  b y  $50 ,000 ,000 ,  a n d  f o r  r e i m p o s i -
ij

!4i; t i o n  o f  t h e  s u r c h a r g e  w h e n  c u m u l a t i v e  d e p o s i t s  o f

21

22

23

24

25

26

27

28 

29

r e v e n u e  g e n e r a t e d  b y  t h e  s u r c h a r g e  d o  n o t  e x c e e d  

c u m u l a t i v e  e x p e n d i t u r e s  f r o m  t h e  f u n d  b y  $50 ,000 ,000  

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

o t h e r  c o n d i t i o n s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e
!l

19 !l d a t e . "1

20!! BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1. FINDINGS AND PURPOSE. (a) T h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  

M a r c h  24, 1989, o i l  s p i l l  d i s a s t e r  i n  P r i n c e  W i l l i a m  S o u n d  d e m o n s t r a t e s  a  

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

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

s t a n c e  .

(b) I t  i s  t h e  p u r p o s e  o f  t h i s  A c t  t o  p r o v i d e  a s s u r a n c e  t o  t h e  p e o p l e  

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

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

-1- CSSB 260(Fin)
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t h e  e n v i r o n m e n t  o f  t h e  s t a t e .

*  S e c .  2. AS 43 .55  i s  a m e n d e d  b y  a d d i n g  n ew  s e c t i o n s  t o  r e a d :

ARTICLE 2. CONSERVATION SURCHARGE.

S e c .  4 3 .5 5 .2 0 0 .  SURCHARGE LEVIED. (a) E v e r y  p r o d u c e r  o f  o i l  

s h a l l  p a y  a  s u r c h a r g e  o f  $ .05  p e r  b a r r e l  o f  o i l  p r o d u c e d  f r o m  e a c h  

l e a s e  o r  p r o p e r t y  i n  t h e  s t a t e ,  l e s s  a n y  o i l  t h e  o w n e r s h i p  o r  r i g h t  t o

w h i c h  i s  e x e m p t  f r o m  t a x a t i o n .

(b) Tn^t s u r c h a r g e  i m p o s e d  b y  (a) o f  t h i s  s e c t i o n  i s  i n  a d d i t i o n  

t o  a n d  s h a l l  b e  p a i d  i n  t h e  s am e  m a n n e r  a s  t h e  t a x  i m p o s e d  b y  AS 43 .-  

55 .011 - 4 3 .5 5 .1 5 0 .

(c) A p r o d u c e r  o f  o i l  s h a l l  m a k e  r e p o r t s  o f  p r o d u c t i o n  i n  t h e  

s a m e  m a n n e r  a n d  u n d e r  t h e  s am e  p e n a l t i e s  a s  r e q u i r e d  u n d e r  AS 4 3 .5 5 .-  

011 - 4 3 .5 5 .1 5 0 .

S e c .  4 3 .5 5 .2 1 0 .  D ISPO S IT ION  OF PROCEEDS OF SURCHARGE. (a) T h e  

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

AS 4 3 .5 5 .2 0 0  i n t o  t h e  g e n e r a l  f u n d .

(b) T h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  s h a l l  s e p a r a t e l y  a c c o u n t  

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

f u n d .

S e c .  4 3 .5 5 .2 2 0 .  USE OF REVENUE DERIVED FROM SURCHARGE. T h e  

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

c o u n t  e s t a b l i s h e d  u n d e r  AS 4 3 .5 5 .2 1 0  t o  t h e  o i l  a n d  h a z a r d o u s  s u b ­

s t a n c e  r e l e a s e  r e s p o n s e  f u n d  e s t a b l i s h e d  b y  AS 4 6 .0 8 .0 1 0 .

S e c .  4 3 .5 5 .2 3 0 .  SUSPENSION AND REIMPOSITION OF THE SURCHARGE,

(a)  N o t  l a t e r  t h a n  30 d a y s  a f t e r  t h e  e n d  o f  e a c h  c a l e n d a r  q u a r t e r ,  

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

t o t a l  o f  m o n e y

(1) t h a t  h a s  b e e n  d e p o s i t e d  t h r o u g h  t h a t  c a l e n d a r  q u a r t e r  
i n t o  t h e  g e n e r a l  f u n d  u n d e r  AS 4 3 .5 5 .2 1 0 ;

CSSB 2 6 0 ( F i n )  -2-



(2) e x p e n d e d  t h r o u g h  t h a t  c a l e n d a r  q u a r t e r  f r o m  t h e  o i l  a n d  

h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  e s t a b l i s h e d  i n  AS 4 6 .0 8 .0 1 0 .

(b) W i t h i n  15 d a y s  a f t e r  m a k i n g  t h e  d e t e r m i n a t i o n s  r e q u i r e d  b y

(a) o f  t h i s  s e c t i o n ,  t h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  s h a l l  r e p o r t  

t o  t h e  c o m m i s s i o n e r  t h e  d i f f e r e n c e  b e t w e e n  t h e  a m o u n t  d e t e r m i n e d  u n d e r

( a ) ( 1 )  o f  t h i s  s e c t i o n  a n d  a m o u n t  d e t e r m i n e d  u n d e r  ( a ) (2 )  o f  t h i s

s e c t i o n .

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

d i f f e r e n c e  d e t e r m i n e d  u n d e r  (b) o f  t h i s  s e c t i o n  e q u a l s  o r  e x c e e d s  

$ 5 0 ,0 0 0 ,0 0 0 ,  t h e  c o m m i s s i o n e r  o f  r e v e n u e  s h a l l  s u s p e n d  i m p o s i t i o n  a n d  

c o l l e c t i o n  o f  t h e  s u r c h a r g e  l e v i e d  a n d  c o l l e c t e d  u n d e r  AS 4 3 .5 5 . 2 0 0 .

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

t h e  f i r s t  d a y  o f  t h e  c a l e n d a r  q u a r t e r  n e x t  f o l l o w i n g  t h e  c o m m i s s i o n ­

e r ' s  r e c e i p t  o f  t h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n ' s  r e p o r t  u n d e r  (b) 

o f  t h i s  s e c t i o n .  B e f o r e  t h e  f i r s t  d a y  o f  a  s u s p e n s i o n  a u t h o r i z e d  b y  

t h i s  s u b s e c t i o n ,  t h e  c o m m i s s i o n e r  s h a l l  m ak e  a  r e a s o n a b l e  e f f o r t  t o I
n o t i f y  a l l  p e r s o n s  who a r e  k n ow n  t o  t h e  d e p a r t m e n t  t o  b e  p a y i n g  t h e  j 

s u r c h a r g e  u n d e r  AS 4 3 .5 5 .20 0  t h a t  t h e  s u r c h a r g e  w i l l  b e  s u s p e n d e d .

(d) E x c e p t  a s  p r o v i d e d  i n  AS 4 3 .5 5 .2 4 0 ,  i f  t h e  c o m m i s s i o n e r  o f  

a d m i n i s t r a t i o n  r e p o r t s  t h a t  t h e  d i f f e r e n c e  d e t e r m i n e d  u n d e r  (b) o f  

t h i s  s e c t i o n  i s  l e s s  t h a n  $50 ,000 ,000 ,  t h e  c o m m i s s i o n e r  o f  r e v e n u e  

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

u n d e r  AS 4 3 .5 5 .2 0 0 .  R e i m p o s i t i o n  o f  t h e  s u r c h a r g e  b e g i n s  o n  t h e  f i r s t  

d a y  o f  t h e  c a l e n d a r  q u a r t e r  n e x t  f o l l o w i n g  t h e  c o m m i s s i o n e r ' s  r e c e i p t  

o f  t h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n ' s  r e p o r t  u n d e r  (b) o f  t h i s  

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

t h o r i z e d  b y  t h i s  s u b s e c t i o n ,  t h e  c o m m i s s i o n e r  s h a l l  m ak e  a  r e a s o n a b l e  

e f f o r t  t o  n o t i f y  a l l  p e r s o n s  who  a r e  k n ow n  t o  t h e  d e p a r t m e n t  t o  b e  
r e q u i r e d  t o  p a y  t h e  s u r c h a r g e  u n d e r  AS 4 3 .5 5 .20 0  t h a t  t h e  s u r c h a r g e
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w i l l  b e  r e i m p o s e d .

S e c .  A 3 .5 5 .2 4 0 .  SURCHARGE NOT IMPOSED. T h e  s u r c h a r g e d  a u t h o r ­

i z e d  b y  AS 4 3 .55 .200  i s  n o t  l e v i e d  d u r i n g  a n y  f i s c a l  y e a r  f o r  w h i c h  

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

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

f u n d  o n  t h e  f i r s t  d a y  o f  t h e  f i s c a l  y e a r  t o  a t  l e a s t  $50 ,000 ,000 ,  a n d

(1) t h e  l e g i s l a t u r e  d o e s  n o t ,  d u r i n g  t h e  r e g u l a r  l e g i s l a ­

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

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

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

f i r s t  d a y  o f  t h e  f i s c a l  y e a r  t o  a t  l e a s t  $50 ,000 ,000 ;  o r

(2) t h e  l e g i s l a t u r e ,  d u r i n g  t h e  r e g u l a r  l e g i s l a t i v e  s e s s i o n  

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

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

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

o f  t h e  f i s c a l  y e a r  t o  a t  l e a s t  $ 50 ,000 ,000  a n d ,  b e c a u s e  o f  g u b e r n a - I
t o r i a l  v e t o  o r  r e d u c t i o n  i n  t h e  a m o u n t  o f  t h e  a p p r o p r i a t i o n ,  r e s t o r  - j 

t i o n  o f  t h e  b a l a n c e  o f  t h e  f u n d  t o  a t  l e a s t  $50 ,000 ,000  d o e s  n o t  

b e c o m e  l a w .

S e c .  4 3 .5 5 .2 9 0 .  DEFIN IT ION .  I n  AS 4 3 .5 5 .2 0 0  - 4 3 .5 5 .2 9 0  " s u r ­

c h a r g e ' 1 m e a n s  t h e  s u r c h a r g e  l e v i e d  b y  AS 4 3 .5 5 .2 0 0 .

*  S e c .  3 .  APPLICATION OF AS 4 3 .5 5 .2 4 0 .  (a) AS 4 3 .5 5 .2 4 0 ,  a d d e d  b y

s e c .  2 o f  t h i s  A c t ,  d o e s  n o t  a p p l y  t o  p r e v e n t  t h e  l e v y  a n d  c o l l e c t i o n  o f  

t h e  s u r c h a r g e  i m p o s e d  b y  AS 4 3 .5 5 .20 0  u n t i l  t h e  f i r s t  d a y  o f  t h e  f i s c a l  

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

s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  f i r s t  e x c e e d s  $50 ,000 ,000 .

(b) T h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  s h a l l  c e r t i f y  t o  t h e  c o m m i s ­

s i o n e r  o f  e n v i r o n m e n t a l  c o n s e r v a t i o n ,  t h e  c o m m i s s i o n e r  o f  r e v e n u e ,  a n d  t h e  
d i v i s i o n  o f  l e g i s l a t i v e  f i n a n c e  t h e  d a t e  o n  w h i c h  t h e  b a l a n c e  o f  t h e  o i l  
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a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  f i r s t  e x c e e d s  $50 ,000 ,000 .

*  S e c .  4. APPLICABIL ITY OF ACT. T h i s  A c t  d o e s  n o t  r e l i e v e  a  p e r s o n  

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

t i o n  f a c i l i t y ,  o r  a  v e s s e l  t h a t  t r a n s p o r t s  c r u d e  o i l ,  o r  a  p e r s o n  who h a s  

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

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

b y  l a w .

*  S e c .  5 .  SEVERABILITY. I f  a n y  p r o v i s i o n  o f  t h i s  A c t ,  o r  t h e  a p p l i c a ­

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

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

s h a l l  n o t  b e  a f f e c t e d  b y  t h a t  h o l d i n g .

. *  S e c .  6. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1989.
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6-1129D . C h e n o w e t hL n e n ow e
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Original sponsors: K erttu la and Szymanski

IN THE SENATE

CS FOR SENATE BILL NO. 260 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - F IR ST  SESSION

A BILL

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  i m p o s i n g  a  n i c k e l - p e r - b a r r e l  f e e  o n  c r u d e

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

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

r e s p o n s e  f u n d ;  p r o v i d i n g  f o r  s u s p e n s i o n  o f  t h e  f e e  

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

f e e  e q u a l  o r  e x c e e d  c u m u l a t i v e  e x p e n d i t u r e s  f r o m  t h e
<rrc'

f u n d  b y  $2-5-,-000y000, a n d  f o r  r e i m p o s i t i o n  o f  t h e  f e e  

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

f e e  d o  n o t  e x c e e d  c u m u l a t i v e  e x p e n d i t u r e s  f r o m  t h e
/'’ -xT*, f 'Vc -

f u n d  b y  $21>-r 000-r000- o r  m o r e ;  r e q u i r i n g  s u s p e n s i o n  o f  

t h e  f e e  u n d e r  o t h e r  c o n d i t i o n s ;  a n d  p r o v i d i n g  f o r  a n  

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

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. FINDINGS AND PURPOSE. (a) ‘. h e  l e g i s l a t u r e  f i n d s  t h a t  t h e  

M a r c h  24, 1989, o i l  s p i l l  d i s a s t e r  i n  P r i n c e  W i l l i a m  S o u n d  d e m o n s t r a t e s  a 

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

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

s t a n c e  .

(b) I t  i s  t h e  p u r p o s e  o f  t h i s  A c t  t o  p r o v i d e  a s s u r a n c e  t o  t h e  p e o p l e  

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

f r o m  t h e  a d v e r s e  c o n s e q u e n c e s  o f  o i l  a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e s  o f  a 

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

t h e  e n v i r o n m e n t  o f  t h e  s t a t e .

* S e c .  2. AS 43 i s  a m e n d e d  b y  a d d i n g  a  n ew  c h a p t e r  t o  r e a d :
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CHAPTtt •E ON CRUDE OIL.
S e c .  4 3 .5 9 .01 0 *ED. E v e r y  p e r s o n  who d e l i v e r s  c r u d e  o i l

t o  a  p o r t  f o r  t r a n s p o r t a t i o n  b y  a  v e s s e l  t h a t  t r a n s i t s  t h e  n a v i g a b l e  

w a t e r s  o f  t h e  s t a t e  s h a l l  p a y  a  f e e  o f  $.05 p e r  b a r r e l  o f  t h e  c r u d e  

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

e x e m p t  f r o m  t a x a t i o n  u n d e r  t h i s  t i t l e .

S e c .  4 3 .5 9 .0 2 0 .  ADMINISTRATION OF THE FEE.  (a) T h e  f e e  on 

c r u d e  o i l  s h a l l  b e  p a i d  q u a r t e r l y .  T h e  f e e  i s  d u e  o n  t h e  2 0 t h  d a y  o f  

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

d e l i v e r e d  t o  t h e  p o r t  d u r i n g  t h e  p r e c e d i n g  c a l e n d a r  q u a r t e r .  I f  t h e  

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

t h e  f e e  b e c o m e s  d e l i n q u e n t .

(b) T h e  f e e  s h a l l  b e  p a i d  b y  t h e  p e r s o n  d e l i v e r i n g  t h e  c r u d e  o i l  

t o  t h e  p o r t  f o r  t r a n s p o r t a t i o n .

(c) I n  m a k i n g  s e t t l e m e n t  w i t h  t h e  r o y a l t y  o w n e r  t h e  p e r s o n

p a y i n g  t h e  f e e  may  d e d u c t  t h e  a m o u n t  o f  t h e  f e e  p a i d  o n  r o y a l t y  o i l ,  

o r  may  a t  t h e  t i m e  t h e  f e e  b e c o m e s  d u e  d e d u c t  r o y a l t y  o i l  e q u i v a l e n t  

i n  v a l u e  t o  t h e  a m o u n t  o f  t h e  f e e  p a i d .

(d) T h e  f e e  s h a l l  b e  p a i d  t o  t h e  d e p a r t m e n t ,  a n d  t h e  p e r s o n  

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

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

b y  o r  a c c e p t a b l e  t o  t h e  d e p a r t m e n t ,  g i v i n g  w i t h  o t h e r  i n f o r m a t i o n

r e q u i t e d ,  t h e  f o l l o w i n g :

• (1) t h e  n am e  o f  t h e  p e r s o n  p a y i n g  t h e  f e e ;

(2) t h e  t o t a l  v o l u m e  o f  t h e  c r u d e  o i l  d e l i v e r e d  f o r  t r a n s ­

p o r t a t i o n ;  a n d

(3) t h e  n am e  o f  t h e  f i r s t  p u r c h a s e r  a n d  t h e  p r i c e  r e c e i v e d  

f o r  t h e  c r u d e  o i l  i f  s o l d  i n  t h e  s t a t e .

(e) R e p o r t s  b y  o r  o n  b e h a l f  o f  t h e  p e r s o n  r e q u i r e d  t o  r e p o r t
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1 u n d e r  (d) o f  t h i s  s e c t i o n  a r e  d e l i n q u e n t  t h e  f i r s t  d a y  f o l l o w i n g  t h e  

d a y  t h e  f e e  i s  d u e .  E a c h  p e r s o n  r e q u i r e d  t o  r e p o r t  u n d e r  (d) o f  t h i s  

s e c t i o n  i s  s u b j e c t  t o  a  p e n a l t y  o f  $1 ,000  a  d a y  f o r  e a c h  d a y  d u r i n g  

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

r e p o r t  i s  i n  a d d i t i o n  t o  t h e  p e n a l t y  f o r  d e l i n q u e n t  f e e s  u n d e r  (h) o f  

t h i s  s e c t i o n ,  a n d  i s  a  l i e n  a g a i n s t  t h e  a s s e t s  o f  t h e  p e r s o n  r e q u i r e d  

t o  r e p o r t  u n d e r  (d) o f  t h i s  s e c t i o n .

( f)  T h e  d e p a r t m e n t  may

(1) r e q u i r e  a  p e r s o n  who i s  o b l i g a t e d  t o  p a y  t h e  f e e  d u e  

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

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

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

t o  c o m p u t e  t h e  a m o u n t  o f  t h e  f e e ;

(2) e x a m i n e  t h e  b o o k s ,  r e c o r d s ,  a n d  f i l e s  o f  a  p e r s o ’ 

i d e n t i f i e d  i n  (1) o f  t h i s  s u b s e c t i o n ;

(3) c o n d u c t  h e a r i n g s  a n d  c o m p e l  t h e  a t t e n d a n c e  o f  w i t n e s s e s  

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

f i e d  i n  (1) o f  t h i s  s u b s e c t i o n ;  a n d

(4) m ak e  a n  i n v e s t i g a t i o n  o r  h o x d  a n  i n q u i r y  t h a t  i s  c o n ­

s ’’’ l e r e d  n e c e s s a r y  t o  a  d i s c l o s u r e  o f  t h e  f a c t s  a s  t o  t h e  v o l u m e  o f  

c r u d e  o i l  t r a n s p o r t e d .

(g) T h e  d e p a r t m e n t  may  d e t e r m i n e  w h e t h e r  o r  n o t  a  r e p o r t  r e ­

q u i r e d  u n d e r  t h i s  c h a p t e r  i s  c o r r e c t .  I f  a  p e r s o n  m a k e s  a n  u n t r u e  o r  

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

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

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

(h) When t h e  f e e  p r o v i d e d  f o r  i n  t h i s  c h a p t e r  b e c o m e s  d e l i n ­

q u e n t ,  i t  b e a r s  i n t e r e s t  a t  t h e  r a t e  p r e s c r i b e d  i n  AS 4 3 .0 5 .2 2 5 .  I f  a  

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

b o o k s ,  r e c o r d s ,  a n d  f i l e s  o f  t h e  p e r s o n  t o  d e t e r m i n e  t h e  a m o u n t  a n d  

v a l u e  o f  t h e  c r u d e  o i l  d e l i v e r e d  t o  c o m p u t e  t h e  f e e ,  a n d  t h e  d e p a r t ­

m e n t  s h a l l  a d d  t o  t h e  f e e  t h e  c o s t  o f  t h e  e x a m i n a t i o n ,  t o g e t h e r  w i t h  

a n y  p e n a l t i e s  a c c r u e d .

( i )  I n  c a s e  o f  o v e r p a y m e n t , d u p l i c a t e  p a y m e n t ,  o r  p a y m e n t  made  

i n  e r r o r ,  t h e  d e p a r t m e n t  may  i s s u e  a  c e r t i f i c a t e  s t a t i n g  t h e  f a c t s  a n d  

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

i s  e n t i t l e d .  U p o n  p r e s e n t a t i o n  o f  t h e  c e r t i f i c a t e  t o  t h e  D e p a r t m e n t  

o f  A d m i n i s t r a t i o n ,  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  s h a l l  i s s u e  a 

w a r r a n t  f o r  t h e  r e f u n d .

( j )  T h e  d e p a r t m e n t  may a d o p t  r e g u l a t i o n s  f o r  t h e  p u r p o s e  o f

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

n e c e s s a r y  t o  t h e  e n f o r c e m e n t  o f  t h i s  c h a p t e r .  T h e  d e p a r t m e n t  may

r e q u i r e  a  s u f f i c i e n t  b o n d  f r o m  e v e r y  p e r s o n  c h a r g e d  w i t h  t h e  m a k i n g

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

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

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

•he d e p a r t m e n t ,  a n d  f o r  t h e  p r o m p t  p a y m e n t ,  b y  t h e  p r i n c i p a l  o n  t h e  

b o n d ,  o f  a l l  f e e s  d u e  t h e  s t a t e  b y  v i r t u e  o f  t h i s  c h a p t e r .

(k) I f  r e p o r t s  r e q u i r e d  h a v e  n o t  b e e n  f i l e d  o r  a r e  i n s u f f i c i e n t  

t o  f u r n i s h  t h e  i n f o r m a t i o n  r e q u i r .  d b y  t h e  d e p a r t m e n t ,  t h e  D e p a r t m e n t  

o f  Law s h a l l  i n s t i t u t e ,  i n  t h e  n ame  o f  t h e  s t a t e  u p o n  r e l a t i o n  o f  t h e  

d e p a r t m e n t ,  t h e  n e c e s s a r y  a c t i o n  o r  p r o c e e d i n g s  t o  e n j o i n  t h e  p e r s o n  

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

S e c .  4 3 .5 9 . 0 3 0 .  D ISPOS IT ION  OF PROCEEDS OF FEE .  (a) T h e  com ­

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

(b) T h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  s h a l l  s e p a r a t e l y  a c c o u n t  

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

CSSB 260( ) -4-
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S e c .  A 3 .5 9 .0 4 0 .  USE OF REVENUE DERIVED FROM FEE.  T h e  l e g i s l a ­

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

e s t a b l i s h e d  u n d e r  AS 4 3 .5 9 .03 0  t o  t h e  o i l  a n d  h a z a r d o u s  s u b s t a n c e  

r e l e a s e  r-espo~»se f u n d  e s t a b l i s h e d  b y  AS 4 6 .0 8 .0 1 0 .

S e c .  4 3 .5 9 .0 5 0 .  SUSPENSION AND REIMPOSITION OF THE FEE.  (a) 

N o t  l a t e r  t h a n  30 d a y s  a f t e r  t h e  e n d  o f  e a c h  c a l e n d a r  q u a r t e r ,  t h e  

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

m o n e y

(1) t h a t  h a s  b e e n  d e p o s i t e d  t h r o u g h  t h a t  c a l e n d a r  q u a ' t e r  

i n t o  t h e  g e n e r a l  f u n d  u n d e r  AS 4 3 .5 9 .0 3 0 ;

(2) e x p e n d e d  t h r o u g h  t h a t  c a l e n d a r  q u a r t e r  f r o m  t h e  o i l  a n d  

h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  e s t a b l i s h e d  i n  AS 4 6 .0 8 .0 1 0 ,

(b) W i t h i n  15 d a y s  a f t e r  m a k i n g  t h e  d e t e r m i n a t i o n s  r e q u i r e d  b y

(a) o f  t h i s  s e c t i o n ,  t h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  s h a l l  r e p o r t  

t o  t h e  c o m m i s s i o n e r  t h e  d i f f e r e n c e  b e t w e e n  t h e  a m o u n t  d e t e r m i n e d  u n d e r

( a ) v D  o f  t h i s  s e c t i o n  a n d  a m o u n t  d e t e r m i n e d  u n d e r  ( a ) (2 )  o f  t h i s  

s e c t i o n .

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

d i f f e r e n c e  d e t e r m i n e d  u n d e i  (b) o f  t h i s  s e c t i o n  e q u a l s  o r  e x c e e d s  

$■2-5-70-00-7000-, t h e  c o m m i s s i o n e r  o f  r e v e n u e  s h a l l  s u s p e n d  i m p o s i t i o n  a n d  

c o l l e c t i o n  o f  t h e  f e e  l e v i e d  a n d  c o l l e c t e d  u n d e r  AS 4 3 .5 9 .0 1 0 .  S u s ­

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

f i r s t  d a y  o f  t h e  c a l e n d a r  q u a r t e r  n e x t  f o l l o w i n g  t h e  c o m m i s s i o n e r ' s  

r e c e i p t  o f  t h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n ' s  r e p o r c  u n d e r  (b) o f  

t h i s  s e c t i o n .  B e f o r e  t h e  f i r s t  d a y  o f  a  s u s p e n s i o n  a u t h o r i z e d  b y  t h i s  

s u b s e c t i o n ,  t h e  c o m m i s s i o n e r  s h a l l  m ak e  a r e a s o n a b l e  e f f o r t  t o  n o t i f y  

a l l  p e r s o n s  who a r e  k n ow n  t o  t h e  d e p a r t m e n t  t o  b e  p a y i n g  t h e  f e e  u n d e r  

t h i s  c h a p t e r  t h a t  t h e  f e e  w i l l  b e  s u s p e n d e d .

(d) E x c e p t  a s  p r o v i d e d  i n  AS 4 3 .5 9 .0 6 0 ,  i f  t h e  c o m m i s s i o n e r  o f

- 5 -  CSSB 2 6 0 (  )



a d m i n i s t r a t i o n  r e p o r t s  t h a t  t h e  d i f f e r e n c e  d e t e r m i n e d  u n d e r  (b) o f

t h i s  s e c t i o n  i s  l e s s  t h a n  $25 ,000 ,000 ,  t h e  c o m m i s s i o n e r  o f  r e v e n u e  

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

AS 4 3 .5 9 .0 1 0 .  R e i m p o s i t i o n  o f  t h e  f e e  b e g i n s  o n  t h e  f i r s t  d a y  o f  t h e  

c a l e n d a r  q u a r t e r  n e x t  f o l l o w i n g  t h e  c o m m i s s i o n e r ' s  r e c e i p t  o f  t h e

c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n ' s  r e p o r t  u n d e r  (b) o f  t h i s  s e c t i o n .  

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

s u b s e c t i o n ,  t h e  c o m m i s s i o n e r  s h a l l  m ak e  a  r e a s o n a b l e  e f f o r t  t o  n o t i f y  

a l l  p e r s o n s  who  a r e  k n ow n  t o  t h e  d e p a r t m e n t  t o  b e  r e q u i r e d  t o  p a y  t h e  

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

S e c .  4 3 .5 9 .0 6 0 .  FEE NOT IMPOSED. The  f e e  a u t h o r i z e d  b y  t h i s  

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

r e v e n u e  f r o m  t h e  f e e  w o u l d  b e  s u f f i c i e n t  t o  r e s t o r e  t h e  b a l a n c e  o f  t h e  

o i l  a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  o n  t h o  f i r s t  d a y  o f
-7* S C  t <rOi>. vC 'c' 

t h e  f i s c a l  y e a r  t o  a t  l e a s t  $2-5~r0007000", a n d

(1) t h e  l e g i s l a t u r e  d o e s  n o t ,  d u r i n g  t h e  r e g u l a r  l e g i s l a ­

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

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

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

f i r s t  d a y  o f  t h e  f i s c a l  y e a r  t o  a t  l e a s t  $25 ,000 ,000 ;  o r

(2) t h e  l e g i s l a t u r e ,  d u r i n g  t h e  r e g u l a r  l e g i s l a t i v e  s e s s i o r  

p r e c e d i n g  t h e  f i r s t  d a y  o f  t h e  f i s c a l  y e a r ,  a p p r o p r i a t e s  m on ey  f r o m  

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

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

o f  t h e  f i s c a l  y e a r  t o  a t  l e a s t  $25 ,000 ,000  a n d ,  b e c a u s e  o f  g u b e r n a ­

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

t i o n  o f  t h e  b a l a n c e  o f  t h e  f u n d  t o  a t  l e a s t  $25 ,000 ,000  d o e s  n o t  

b e c om e  l a w .

S e c .  4 3 .5 9 .1 0 0 .  D EF IN IT IO N S .  I n  t h i s  c h a p t e r
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1 (1) " b a r r e l  o f  o i l "  h a s  t h e  m e a n i n g  g i v e n  i n  AS A 3 .5 5 .1 4 0 ;

2 (2) " f e e "  m e a n s  t h e  f e e  l e v i e d  b y  AS 4 3 .5 9 .0 1 0 ;

3 (3) " n a v i g a b l e  w a t e r s ” h a s  t h e  m e a n i n g  g i v e n  i n  AS 3 8 .0 5 .-

* 965;

5 (4) " o i l "  h a s  t h e  m e a n i n g  g i v e n  i n  AS 4 3 .5 5 .1 4 0 ;

6 (5) " o w n e r s h i p  o r  r i g h t  t o  w h i c h  i s  e x e m p t  f r o m  t a x a t i o n "

7 h a s  t h e  m e a n i n g  g i v e n  i n  AS 4 3 .5 5 .1 4 0 ;

8 i (6) " v e s s e l "  h a s  t h e  m e a n i n g  g i v e n  i n  AS 4 6 .0 4 .1 2 0 .
I

9 ! * S e c .  3. APPLICATION OF AS h3. 5 9 .0 6 0 .  (c.) AS 4 3 .5 9 .0 6 0 ,  a d d e d  b y

s e c .  2 t ;  t h i s  A c t ,  d o e s  n o t  a p p l y  t o  p r e v e n t  t h e  l e v y  a n d  c o l l e c t i o n  o f  

t h e  f e e  i m p o s e d  b y  AS 43 .59  u n t i l  t h e  f i r s t  d a y  o f  t h e  f i s c a l  y e a r  n e x t  

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

r e l e a s e  r e s p o n s e  f u n d  f i r s t  e x c e e d s  $ 2 5 ,000 ,000 .

(b) T h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  s h a l l  c e r t i f y  t o  t h e  c o m m i s ­

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

d i v i s i o n  o f  l e g i s l a t i v e  f i n a n c e  t h e  d a t e  o n  w h i c h  t h e  b a l a n c e  o f  t h e  o i l  

a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  f i r s t  e x c e e d s  $2.5,000,000,

*  S e c .  4. APPL ICABIL ITY  OF ACT. T h i s  A c t  d o e s  n o t  r e l i e v e  a  p e r s o n  

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

t i o n  f a c i l i t y ,  o r  a  v e s s e l  t h a t  t r a n s p o r t s  c r u d e  o i l ,  o r  a  p e r s o n  who h a s  

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

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

b y  l a w .

*  S e c .  5. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1989.
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SUBJECT: CSSB 260 ( ) - s e c t i o n a l  a n a l y s i s

TO: S e n a t o r  R i c k  U e h l i n g ,  C o - C h a i r
S e n a t e  F i n a n c e  C o m m i t t e e

FROM: J a c k  C h e n o w e t h
L e g i s l a t i v e  C o u n s e l

T h e  d r a f t  l e g i s l a t i o n  i m p o s e s  a  n i c k e l - p e r - b a r r e l  f e e  o n  
c e r t a i n  c r u d e  o i l  a n d  p r e s c r i b e s  t h e  m a n n e r  o f  i t s  a d m i n i s ­
t r a t i o n ,  a u t h o r i z e s  a p p r o p r i a t i o n  o f  r e v e n u e  g e n e r a t e d  b y  
t h e  f e e  t o  t h e  o i l  a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  
f u n d  (AS 4 6 .0 8 .0 1 0 ) ,  a n d  p r o v i d e s  a  m e c h a n i s m  b y  w h i c h  t h e  
l e v y  a n d  c o l l e c t i o n  o f  t h e  f e e  w i l l  " c l i c k  o n "  a n d  " c l i c k  
o f f "  u n d e r  c e r t a i n  c i r c u m s t a n c e s .

B i l l  s e c t i o n  1 o f f e r s  a  s t a t e m e n t  o f  t h e  p u r p o s e  f o r  t h e  
l e g i s l a t i o n .  T h e  s t a t e m e n t  a p p e a r s  i n  o t h e r  S e n a t e -  
s p o n s o r e d  l e g i s l a t i o n  t h a t  i s  p a r t  o f  t h i s  f o u r - b i l l  
p a c k a g e .

B i l l  s e c t i o n  2 a d d s  a  n ew  c h a p t e r ,  c h a p t e r  59, t o  AS 43:

S e c .  < t3 .59 .010 l e v i e s  t h e  f e e .  T h e  f e e  i s  p a y a b l e  b y  
p e r s o n s  d e l i v e r i n g  c r u d e  o i l  t o  a  p o r t  f o r  t r a n s p o r t a t i o n  b y  
a  v e s s e l  i n  t h e  n a v i g a b l e  w a t e r  o f  t h e  s t a t e .

S e c .  43 .59 .020  d e t a i l s  t h e  m a n n e r  o f  a d m i n i s t r a t i o n  o f  
t h e  f e e .  T h e  l a n g u a g e  i s  D a s e d  o n  a n d  d r a w s  f r o m  t h e  p r o ­
v i s i o n s  g o v e r n i n g  a d m i n i s t r a t i o n  o f  t h e  s e v e r a n c e  t a x .

S e c .  43 .59 .030  d i r e c t s  p a y m e n t  o f  t h e  r e v e n u e  f r o m  t h e  
f e «  i n t o  t h e  g e n e r a l  f u n d  a n d  a  s e p a r a t e  a c c o u n t i n g  o f  t h e  
a m o u n t s  s o  d e p o s i t . ' ’ .

S e c .  4 3 .59 .040  a u t h o r i z e s  t h e  l e g i s l a t u r e  t o  a p p r o p r i ­
a t e  f r o m  t h e  a c c o u n t  ( i n  t h e  g e n e r a l  f u n d )  t o  t h e  o i l  a n d
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h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  (AS 4 6 .08 .010 )  a n  
e x i s t i n g  f u n d .

S e c .  43 .59 .050  c o n t a i n s  o n e  e l e m e n t  o f  t h e  " o n / o f f "  
f e a t u r e  a p p l i c a b l e  t o  l e v y  a n d  c o l l e c t i o n  o f  t h e  f e e .  
C o m p a r i n g  a m o u n t s  d e p o s i t e d  i n t o  t h e  g e n e r a l  f u n d  t o  a m o u n t s  
e x p e n d e d  f r o m  t h e  o i l  a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e ­
s p o n s e  f u n d :  w h e n  c u m u l a t i v e  r e v e n u e  g e n e r a t e d  b y  t h e  f e e
e x c e e d s  c u m u l a t i v e  e x p e n d i t u r e s  f r o m  t h e  f u n d  b y  $25 ,000 ,000  
o r  m o r e ,  l e v y  a n d  c o l l e c t i o n  o f  t h e  f e e  i s  s u s p e n d e d ;  w h e n  
c u m u l a t i v e  r e v e n u e  f r o m  t h e  f e e  e x c e e d s  c u m u l a t i v e  
e x p e n d i t u r e s  f r o m  t h e  f u n d  b y  l e s s  t h a n  $25 ,000 ,000 ,  l e v y  
a n d  c o l l e c t i o n  o f  t h e  f e e  i s  r e i m p o s e d .  T h e  c u m u l a t i v e  
t o t a l l i n g  i s  d o n e  30 d a y s  a f t e r  t h e  c l o s e  o f  t h e  c a l e n d a r  
q u a r t e r ;  a  c o m p a r i s o n  o f  t h e  tw o  f i g u r e s  f o l l o w s ;  t h e  c h a n g e  
( i . e .  s u s p e n s i o n  o r  r e i m p o s i t i o n  o f  t h e  f e e )  t a k e s  e f f e c t  
t h e  f i r s t  d a y  o f  t h e  n e x t  f o l l o w i n g  c a l e n d a r  q u a r t e r .  T h e  
c o m m i s s i o n e r  o f  r e v e n u e  m u s t  a l e r t  t a x p a y e r s  t o  t h e  
c h a n g e ( s ) .

S e c .  43 .59 .060  a d d r e s s e s  t h e  s e c o n d  e l e m e n t  o f  t h e  
Mo n / o f f "  f e a t u r e  a p p l i c a b l e  t o  t h e  l e v y  a n d  c o l l e c t i o n  o f  
t h e  f e e .  I f ,  d u r i n g  a  f o r t h c o m i n g  f i s c a l  y e a r ,  e s t i m a t e d  
r e v e n u e  f r o m  t h e  f e e  w o u l d  b e  s u f f i c i e n t  t o  r e s t o r e  t h e  b a l ­
a n c e  o f  t h e  o i l  a n d  h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  
f u n d  t o  $25 ,000 ,000 ,  t h e  f e e  m ay  n o t  b e  i m p o s e d  d u r i n g  t h a t  
f i s c a l  y e a r

-- i f  t h e  l e g i s l a t u r e  a d j o u r n s  f r o m  a  r e g u l a r  
s e s s i o n  w i t h o u t  a p p r o p r i a t i n g  r e v e n u e  f r o m  t h e  f e e  f r o m  
t h e  g e n e r a l  f u n d  o v e r  t o  t h e  o i l  a n d  h a z a r d o u s  s u b ­
s t a n c e  r e l e a s e  r e s p o n s e  f u n d  s u f f i c i e n t  t o  r e s t o r e  t h e  
b a l a n c e  o f  t h a t  f u n d  t o  i t  l e a s t  $25 ,000 ,000 ;  o r

-- i f  t h e  l e g i s l a t u r e  m a k e s  t h e  a p p r o p r i a t i o n  b u t  
t h e  g o v e r n o r ,  e x e r c i s i n g  v e t o  p o w e r s ,  d o e s  n o t  a l l o w  
t h e  a p p r o p r i a t i o n  o f  a n  a m o u n t  s u f f i c i e n t  t o  r e s t o r e  
t h e  b a l a n c e  o f  t h a t  f i n d  t o  a t  l e a s t  $25 ,000 ,000 .

S e c .  43 .59 .100  a d d s  d e f i n i t i o n s  p e r t i n e n t  t o  t h e  c h a p ­
t e r .

B i l l  s e c t i o n  3 i s  i n c l u d e d  i n  o r d e r  t o  m e e t  t h e  a r g u m e n t  
t h a t ,  i n  i t s  f i r s t  y e a r ,  t h e  e s t i m a t e d  r e v e n u e  f r o m  t h e  f e e  
may  n o t  b e  s u f f i c i e n t  t o  b r i n g  t h e  b a l a n c e  i n  t h e  o i l  a n d  
h a z a r d o u s  s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  t o  a t  l e a s t  
$25 ,0 0 0 ,0 0 0 .  I n  e s s e n c e ,  t h e  " o n / o f f "  f e a t u r e  d o e s  n o t  
t r i g g e r  u n t i l  t h e  b a l a n c e  o f  t h a t  f u n d  f i r s t  r e a c h e s  
$25 ,000 ,000 .
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B i l l  s e c t i o n  4 , a p r o v i s i o n  common t o  t h e  v a r i o u s  b i l l s  i n  
t h i s  p a c k a g e ,  i s  i n c l u d e d  to m ak e  c l e a r  t h a t  t h i s  l e g i s ­
l a t i o n  d o e s  n o t  r e l i e v e  a  p a r t y  f r o m  e x e r c i s i n g  r e s p o n s i b i l ­
i t y  f o r  a  c o n t a i n m e n t  o r  c l e a n u p  a s  m ay  b e  r e q u i r e d  b y  l a w .

B i l l  s e c t i o n  5 g i v e s  t h e  b i l l  J u l y  1, 1989 e f f e c t i v e  d a t e .

J C : g c  
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F R O M :

D r a f t  CSSB 260 ( )

S e n a t o r  D r u e  P e a r c e  
ATTN: E l i z a b e t h  Z i e g l e r

J a c k  C h e n o w e t h  
L e g i s l a t i v e  C oun s

T h i s  b i l l  d r a f t  s u b s t i t u t e s  t h e  c o n t e n t s  o f  CSSB 266 ( ),
6-1180 H, 4/21/89, f o r  t h e  m a t e r i a l  o r i g i n a l l y  i n c l u d e d  i n  
SB 260.

To b e  c o n s i s t e n t  w i t h  t h e  b i l l  s p o n s o r ’ s  i n t e n t ,  t h e  c h a n g e  
y o u  i n q u i r e d  a b o u t - - s u b s t i t u t i n g  " o r "  f o r  " a n d "  i n  l i n e  9 o f  
p a g e  6 - - s h o u l d  n o t  b e  m a d e .  To c u t  o f f  o p e r a t i o n  o f  t h e  
f e e ,  tw o  c o n d i t i o n s  w e r e  i n t e n d e d :  (1) t h e  a v a i l a b i l i t y  o f
a n t i c i p a t e d  r e v e n u e  a n d  (2) l e g i s l a t i v e  f a i l u r e  o r  r e f u s a l  
t o  a p p r o p r i a t e .

M o r e  t r o u b l e s o m e ,  h o w e v e r ,  a n d  s o m e t h i n g  t h a t  s h o u l d  r e c e i v e  
a t t e n t i o n ,  w o u l d  b e  t h e  l e g i s l a t u r e ' s  a p p r o p r i a t i o n  c o u p l e d  
w i t h  a  g u b e r n a t o r i a l  v e t o  o r  r e d u c t i o n  o f  t h a t  a p p r o p r i a t i o n .  
I n  t h a t  e v e n t ,  i n  my j u d g m e n t ,  t h e  l a n g u a g e  a s  o f f e r e d  m u s t  
b e  l i t e r a l l y  a p p l i e d  s o  t h a t  d e s p i t e  t h e  a c t u a l  f a i l u r e  t o  
move  m o n e y  f r o m  t h e  g e n e r a l  f u n d  i n t o  t h e  o i l  a n d  h a z a r d o u s  
s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  ( b e c a u s e  o f  t h e  i m p o s i t i o n  
o f  a  v e t o ) , t h e  t a x  w o u l d  n o t  b e  s u s p e n d e d  b u t  w o u l d  c o n t i n u e  
t o  o p e r a t e  s i n c e  t h e  l e g i s l a t u r e  d i d  a p p r o p r i a t e .  I f  t h e  
p o i n t  i s  u n c l e a r  o r  n o t  c o n s i s t e n t  w i t h  a  c o m m i t t e e ' s  
i n t e n t ,  we  w o u l d  n e e d  t o  g i v e  m o r e  a t t e n t i o n  t o  t h a t  
s e c t i o n .

I n  a n y  e v e n t ,  I  s e n s e  some  c o n f u s i o n  a s  t o  how  AS 4 3 .5 9 .0 6 0  
i s  t o  w o r k .

T h i s  s e c t i o n  w o r k s ,  a s  I ' v e  n o t e d ,  i n  tw o  s t e p s .  T h e  l e g i s ­
l a t u r e  m u s t  l o o k  a h e a d  o n e  f i s c a l  y e a r  a n d  d e t e r m i n e ,  o n  t h e  
b a s i s  o f  e s t i m a t e s ,  w h e t h e r  t h e  n i c k e l - p e r - b a r r e l  f e e  p r o -
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ceeds payable into the general fund will yield $25,000,000. 

If 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 r e­

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 a p­

proach that would appropriate actual, not anticipated, r e­

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.

J C : gc 
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