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income requirements, do not receive supplemental security income under Title XVI of the Social 

Security Act, but who are eligible, or would be eligible if they were not in a skilled nursing 

facility or intermediate care facility, to receive an optional state supplementary payment;

(21) individuals in a hospital, skilled nursing facility, or intermediate care facility 

whose income while in the facility does not exceed 300 percent of the supplemental securitj 

income benefit rate under Title XVI of the Social Security Act, but who, because of income, are 

not eligible for the optional state supplementary payment;

(22) individuals under age 21 under supervision of the department, for whom 

maintenance is being paid in whole or in pan from public money and who are in foster homes 

or private child-care institutions.

Sec. 3. AS 47.07.900 is amended by adding a new paragraph to read:

(11) "advanced nurse practirioner services" means services furnished by a person 

who is certified as an advanced nurse practitioner under AS 08.68.410 that are within the scope 

of the person’s certified authority, whether or not the person is under the supervision of, or 

associated with, a physician or other health care provider.
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By: Adams?<2̂ v ' *2/
To: SE&11 page 2, line 9:

Insert: (1) Advanced nurse practitioner services: and renumber 
pr iorit ies accord ing ly .

Page 2, line 25:

Delete [ (17) ADVANCED NURSE PRACTIONER SERVICES;] and 
renumber remain ing priorities accordingly.
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S e n a t e  B i l l  2 1 1

" A n  A c t  p r o v i d i n g  f o r  c o v e r a g e  o f  a d v a n c e d  n u r s e  p r a c t i t i o n e r  

s e r v i c e s  u n d e r  t h e  M e d i c a i d  p r o g r a m ;  a n d  r e o r d e r i n g  t h e  p r i o r i t i e s  
g r a n t e d  t o  o p t i o n a l  s e r v i c e s  o f f e r e d  u n d e r  t h e  M e d i c a i d  p r o g r a m . "

T h i s  b i l l  w o u l d  a m e n d  A S  4 7 . 0 7 . 0 3 0  t o  a l l o w  A d v a n c e d  N u r s e  

P r a c t i t i o n e r s  ("A!TPs>") t o  e n r o l l  a s  M e d i c a i d  p r o v i d e r s ,  p r o v i d e  
M e d i c a i d - e l i g i b l e  r e c i p i e n t s  w i t h  t h o s e  s e r v i c e s  w h i c h  M e d i c a i d  
c o v e r s  a n d  w h i c h  a r e  w i t h i n  t h e  s c o p e  o f  t h e i r  l i c e n s u r e ,  a n d  
d i r e c t l y  r e c e i v e  M e d i c a i d  r e i m b u r s e m e n t .  T h i s  b i l l  a l s o  a m e n d s  A S  

4 7 . 0 7 . 0 3 5  t o  p l a c e  t h i s  n e w  p r o v i d e r  g r o u p  1 7 t h  i n  t h e  l i s t  o f  
o p t i o n a l  s e r v i c e s  t o  b e  d e l e t e d  i n  t h e  e v e n t  o f  a f u n d i n g  

s h o r t f a l l .
'i .

C u r r e n t l y ,  m a n y  A d v a n c e d  N u r s e  P r a c t i t i o n e r s  d o  r e c e i v e  M e d i c a i d  

r e i m b u r s e m e n t ,  b u t  o n l y  i n d i r e c t l y .  F o r  a n y  A N P  w h o  i s  e m p l o y e d  
b y  a h o s p i t a l ,  n u r s i n g  h o m e ,  p h y s i c i a n ' s  c l i n i c ,  m e n t a l  h e a l t h  o r  

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

H o w e v e r ,  A N P s  e x c e p t  n u r s e  m i d w i v e s  w h o  p r a c t i c e  i n d e p e n d e n t l y  

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

T h i s  s i t u a t i o n  w i l l  c h a n g e  i n  t h e  F a l l  o f  1991, w h e n  A l a s k a  w i l l  

i m p l e m e n t  a p r o v i s i o n  o f  t h e  O m n i b u s  R e c o n c i l i a t i o n  A c t  o f  1 9 8 9  
w h i c h  r e q u i r e s  a l l  s t a t e s  t o  g r a n t  M e d i c a i d  p r o v i d e r  s t a t u s  t o  
i n d e p e n d e n t l y - p r a c t i c i n g  A N P s  w h o  s p e c i a l i z e  in f a m i l y  o r  p e d i a t r i c  

m e d i c i n e .

I n d u s t r y  s o u r c e s  i n d i c a t e  t h a t ,  o f  1 4 1  A N P s  l i c e n s e d  t o  p r a c t i c e  

i n  A3 isk a ,  j u s t  37 a r e  e i t h e r  i n  f u l l  o r  p a r t - t i m e  i n d e p e n d e n t  

p r a c t i c e  a n d  a r e  l i k e l y  t o  c h o o s e  t o  e n r o l l .  O f  t h e s e  37, 24 a r e  

f a m i l y  s p e c i a l i s t s  a n d  o n e  i s  a p e d i a t r i c  s p e c i a l i s t .  W h e t h e r  o r  
n o t  S B  2 1 1  w e r e  t o  p a s s ,  t h e s e  2 5  w i l l  s h o r t l y  b e  a l l o w e d  t o  e n r o l l  

i n  M e d i c a i d  if t h e y  c h o o s e  t o  d o  so. (The d e p a r t m e n t  e x p e c t s  

v i r t u a l l y  a l l  w i l l  e n r o l l . )

W e  t h e r e f o r e  b e l i e v e  t h a t  S B  2 1 1  w o u l d  i n i t i a l l y  a f f e c t  o n l y  t h e  

f o l l o w i n g  A N P s :

(a) 4 M e n t a l  H e a l t h  s p e c i a l i s t s  (all p a r t - t i m e  p r a c t i t i o n e r s )

(b) 5 W o m e n ' s  H e a l t h  C a r e  s p e c i a l i s t s  (all f u l l - t i m e )
(c) l S c h o o l  N u r s e  P r a c t i t i o n e r  s p e c i a l i s t  ( p a r t - t i m e )
(d) 2 G e r i a t r i c  s p e c i a l i s t s  ( o n e  f u l l - t i m e ,  o n e  p a r t - t i m e )



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

m a j o r  t h i r d - p a r t y  p a y o r  c a n  a f f e c t  p a t t e r n s  o f  p r a c t i c e .  T h e  
p o t e n t i a l  t o  d i r e c t l y  r e c e i v e  M e d i c a i d  r e i m b u r s e m e n t  m i g h t ,  o v e r  
t i m e ,  i n d u c e  m o r e  A N P s  t o  e n t e r  i n d e p e n d e n t  p r a c t i c e .  T h i s  is a 
p a t t e r n  t h a t  h a s  o c c u r r e d  w i t h  o t h e r  p r o v i d e r  g r o u p s  e l s e w h e r e .  
F r o m  c o n v e r s a t i o n s  w i t h  m a n y  A N P s  o v e r  t h e  l a s t  t w o  y e a r s ,  w e  h a v e  

c o n c l u d e d  t h a t  t h i s  is u n l i k e l y  t o  o c c u r  i n  A l a s k a .  T h e  f i n a n c i a l  
d i s a d v a n t a g e s ,  t h e  l o s s  o f  p e r s o n a l  f r e e d o m ,  a n d  t h e  v e r y  s t r o n g  
t r a d i t i o n a l  p r a c t i c e  p a t t e r n s  o f  A N P s ,  a r g u e  a g a i n s t  a n y  
s i g n i f i c a n t  g r o w t h  i n  i n d e p e n d e n t  p r a c t i c e  a s  a d i r e c t  e f f e c t  o f  

M e d i c a i d  r e i m b u r s e m e n t .

H o w e v e r ,  t h o s e  A N P s  w h o  c u r r e n t l y  p r a c t i c e  i n d e p e n d e n t l y  d o  s e e m  
t o  s e r v e  a h i g h e r  p e r c e n t a g e  o f  l o w - i n c o m e  p a t i e n t s  t h a n  i s  t r u e  
o f  m a n y  o t h e r  p r o v i d e r  t y p e s .  W e  s u s p e c t  t h a t  A N P s  w h o  d o  e n r o l l  

i n  M e d i c a i d  w i l l  s e r v e  a h i g h e r  p e r c e n t a g e  of M e d i c a i d  r e c i p i e n t s  

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

F o r  m a n y  y e a r s ,  t h e  d e p a r t m e n t  h a s  h a d  A N P s  as e m p l o y e e s  ( b o t h  i n  
a d m i n i s t r a t i v e  r o l e s  a n d  i n  d i r e c t  p u b l i c  h e a l t h  s e r v i c e s  

p o s i t i o n s )  , a n d  h a s  h a d  e x t e n s i v e  d e a l i n g s  w i t h  A N P s  a s  p a r t  o f  t h e  
M e d i c a i d  p r o g r a m  a n d  a s  e l i g i b l e s  i n  h e a l t h  c a r e .  I n  o u r  j u d g e m e n t  

A N P s  h a v e  e x t r e m e l y  r i g o r o u s  l i c e n s u r e  r e q u i r e m e n t s ,  a  s t r o n g  
t r a d i t i o n  o f  s e r v i c e ,  a n d  u n q u e s t i o n a b l y  h i g h  p r o f e s s i o n a l  

s t a n d a r d s .

W e  w o u l d  r e s p e c t f u l l y  s u g g e s t  t h a t  S B  2 1 1  b e  a m e n d e d  t o  a d j u s t  t h e  

1 7 t h - p o s i t i o n  p l a c e m e n t  o f  A N P s  w i t h i n  t h e  " p r i o r i t i z a t i o n  l i s t "  

o f  A S  4 7 . 0 7 . 0 3 5 .  I n  t e r m s  o f  t h e  n u m b e r s  o f  p r o v i d e r s ,  a f f e c t e d  
r e c i p i e n t s ,  d o l l a r s ,  a n d  r e l a t i v e  d e g r e e  o f  p a t i e n t  n e e d ,  w e  f e e l  
t h a t  p l a c e m e n t  o f  t h i s  o p t i o n a l  s e r v i c e  f i r s t  i n  s e r v i c e s  l i s t e d  
i s  m o r e  a p p r o p r i a t e .  ( P l e a s e  n o t e  t h a t  t h o s e  s e r v i c e s  l i s t e d  f i r s t  

a r e  i n t e n d e d  to b e  d e l e t e d  f i r s t  i n  a f u n d i n g  s h o r t f a l l . )

C o m m i s s i o n e r
D e p t ,  o f  Hea..th & S o c i a l  S e r v i c e s
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S P O N S O R  S T A T E M E N T  

S e n a t e  B i l l  2 1 1

S e n a t e  B i l l  2 1 1 ,  " A n  A c t  p r o v i d i n g  f o r  c o v e r a g e  o f  a d v a n c e d  
n u r s e  p r a c t i t i o n e r  s e r v i c e s  u n d e r  t h e  M e d i c a i d  p r o g r a m ;  a n d  
r e o r d e r i n g  t h e  p r i o r i t i e s  g r a n t e d  t o  o p t i o n a l  s e r v i c e s  o f f e r e d  
u n d e r  t h e  M e d i c a i d  p r o g r a m "

C u r r e n t l y  A l a s k a  a l l o w s  o n l y  n u r s e  m i d w i v e s  w h o  p r a c t i c e  
i n d e p e n d e n t l y  t o  e n r o l l  a s  M e d i c a i d  p r o v i d e r s .  I n  t h e  f a l l  o f  
1 9 9 1 ,  f a m i l y  o r  p e d i a t r i c  a d v a n c e d  n u r s e  p r a c t i t i o n e r s  w h o  
p r a c t i c e  i n d e p e n d e n t l y  w i l l  b e  a b l e  t o  e n r o l l .

I n d e p e n d e n t l y  p r a c t i c i n g  a d v a n c e d  n u r s e  p r a c t i t i o n e r s  w h o  h a v e  
a d i f f e r e n t  d e s i g n a t i o n  o f  t i t l e ,  s u c h  a s  g e r i a t r i c  n u r s e  
p r a c t i t i o n e r  o r  w o m e n ' f  e a l t h  c a r e  n u r s e  p r a c t i t i o n e r ,  a r e  
n o t  a b l e  t o  e n r o l l  a s  k - d i c a i d  p r o v i d e r s  u n d e r  c u r r e n t  s t a t e  
la w .

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

t h e  n u r s e  m i d w i f e ,  f a m i l y ,  o r  p e d i ~ t r i c  p r a c t i t i o n e r  c a t e g o r y  
are, o r  i n  t h e  f a l l  w o u l d  be, a l l o w e d  t o  e n r o l l  a s  a M e d i c a i d  
p r o v i d e r .

A  m e m o r a n d u m  f r o m  t h e  D i v i s i o n  o f  L e g a l  S e r v i c e s  q u e s t i o n s  t h e  
c o n s t i t u t i o n a l i t y  o f  t h i s  u n d e r  o u r  s t a t e  e q u a l  p r o t e c t i o n  
c l a u s e .  ( M e m o r a n d u m  a t t a c h e d )

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

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

I n  A l a s k a ,  w h e r e  n u r s i n g  s h o r t a g e s  a r e  e v e r - p r e s e n t ,  t h i s  b i l l  
w o u l d  e n c o u r a g e  n u r s i n g  p r o f e s s i o n a l s  r a t h e r  t h a n  d i s c r i m i n a t e  
a g a i n s t  c e r t a i n  s p e c i a l i t y  g r o u p s  w i t h i n  t h e  g e n e r a l  c a t e g o r y .  
A t  l e a s t  13 s t a t e s  c u r r e n t l y  p e r m i t  d i r e c t  p a y m e n t  f o r  n u r s e  
p r a c t i t i o n e r  s e r v i c e s ,  i n c l u d i n g  O r e g o n .  T h i s  b i l l  is 
s u p p o r t e d  b y  t h e  O r g a n i z a t i o n  o f  A l a s k a n  N u r s e  P r a c t i t i o n e r s .

Official Business
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SUBJECT: Constitutional Issues - Advanced Nurse Practitioners (7LS-0778) 

Senator Virginia Collins 

Terri Lauterba

TO:

FROM:
Legislative Counati >

You have asked whether it would be constitutional for the Alaska Medicaid program 
to cover directly only the services of pediatric and family nurse practitioners without 
covering directly the services of other advanced nurse practitioners.-^ You are 
concerned that there may be a violation of the equal protection clause of the state 
constitution.

In our opinion, offering direct reimbursement under Medicaid to only certain types 
of ANP’s probably results in the kind of arbitrary classification prohibited under the 
state’s equal protection clause. Since direct reimbursement of some types of ANP’s 
is optional under federal law. however, the state Medicaid statutes would need to be 
amended to correct this constitutional deficiency.

The state's equal protection clause is found in art. 1, sec. 1, Constitution of the State 
of Alaska, which provides that "...all persons are equal and entitled to equal rights, 
opportunities, and protection under the law...."

The Alaska Supreme Court has interpreted this clause to offer broader protection 
than the corresponding federal clause.^ In so doing, our court has said that in 
order for a classification to be valid, it must be reasonable, not arbitrary, and must 
bear a fair and substantial relation to a legitimate governmental objective, and. 
depending on the importance of the individual’s interest involved, a greater or lesser

-  You have told me ihai som e of the o ther ivpcs o f advanced nurse practitioners are w om en's health , 
adult, nco-natal, school nurse, geriatric, and psychiatric.

-  This is why the  classilicattons may be valid under the federal constitu tion  but not valid under the  
sta te  constitu tion . However. 1 am not aware of any case upho ld ing  different treatm ent of these ANP 
classifications on  the federal level either; they may tu rn  o u t to  also v iolate the federal constitu tion .



burden will be placed on the state to show this t'air and substantial relationship.^ 
Our courts have also said that the guarantee of equality of treatment prohibits a 
classification that denies to one group of persons the enjoyment of certain rights that 
are afforded to another group when, considering the purpose of the state program, 
there is no reasonable basis for not treating both groups the same.^

In the situation you have described to me. the services of two types of ANP’s will be 
covered directly under the Medicaid program, as required under federal law, but the 
services of all other ANP’s will not be covered directly, even though federal law 
would allow them to be and even though they may provide exactly the same type of 
service.-^

Since services of all ANP’s are covered when the ANP is associated with a physician 
or a hospital and federal law would only allow coverage of services performed within 
the scope of an ANP’s certification, there does not appear to me to be any basis for 
saying that the services of other ANP's would be of an unacceptable quality.

You have also told me that, regardless of a particular ANP’s certification, many of 
the services performed by one ANP are the same as those performed by ANP’s with 
other types of certifications.

I also note that the Medicaid program covers all physician services, regardless of the 
fact that some physicians have specialties and some do not. In other words, the 
Medicaid program covers a given service performed within the scope of a physician's 
licensure and does not distinguish among family physicians, general physicians, 
pediatricians, gynecologists, etc., when they perform services that all are authorized 
to perform.

Furthermore, it appears that most of the other ANP specialties you told me about 
would be especially useful to the Medicaid population, which is primarily pregnant 
women, women with children, and elderly persons. It would seem that special 
m ining in ' /omen’s health, adult, neo-natal, school nurse, and geriatric areas would 
be as useful to Medicaid recipients as special training in family and pediatric care.

Finally, I note that the state does not allow this type of discrimination among licensed 
providers to be practiced by insurance companies. See AS 21.36.090, which 
specifically lists advanced nurse practitioners among those whose services must be

S e n a t o r  V i r g in i a  C o l l in s

F e b r u a r y  19. 1 9 9  i

P a g e  2

-  Sec. for instance, W ilson v. M unicipality ol A nchorage. (s69 P.2d 569 (A laska 1983).

-  See. for instance. Lceiie v. M artin . 379 P.2d 447 (1963).

-  "Direct'’ coverage m eans th a t ihc ANP does not have to  he a sociatcd with a physician or o th e r 
health  care provider, like a hospital.



covered by insurance policies if the services are within the scope of their lawful 
authority. It would be rather inconsistent for the state to practice a type of 
discrimination that it prohibits private parties from practicing.

Given these facts, I am unable to conceive a constitutionally sound basis for the state 
to refuse to cover directly the services of all ANP’s after it has started to cover 
directly the services of some ANP’s. This seems to be exactly the kind of arbitrary 
classification prohibited under our state equal protection clause. It would deny to 
some ANP’s the opportunity to be directly reimbursed for services that other 
ANP’s are directly reimbursed for. It gives to some ANF’s the opportunity to 
participate directlv in the Medicaid program while denying that opportunity to other 
ANP’s.

The insidiousness of this classification must be balanced against whatever legitimate 
governmental objective is served by the classification.

It is stated in AS 47.07.010 that the purpose of the Medicaid program is to provide 
"uniform and high quality medical care" to needy persons of the state. According to 
you, there is some evidence that ANP’s provide the only medical care available in 
some rural communities and that many persons in these communities are eligible for 
Medicaid. The goal of providing Medicaid services to these people would not be 
served by a policy of covering only some types of ANP’s when it may be another type 
of ANP that is in the community, providing the same basic services. Even when 
other health care providers are available, increased access to ANP’s means increased 
access to health care delivery.

A second objective of the classification may be to save money by not covering 
services of some practitioners. While saving money is a legitimate goal, use of an 
arbitrary classification of providers is not well-tailored to that goal. There is already 
a statutory mechanism for dealing with shortfalls if the legislature fails to appropriate 
enough money for the Medicaid program. That mechanism is the priority listing of 
optional coverages in AS 47.07.035. The legislature has determined which services 
should be cut first when there is not enough money to cover everything. Therefore, 
there is no need to discriminate against providers of those services in order to save 
money.

In conclusion, there seems to me to be no legitimate basis for directly reimbursing 
some types of ANP’s and not others, as long as they are delivering services that are 
within the scope of their practice.

However, because of the way the federal law is written, a change in Alaska’s 
Medicaid law is required to achieve an equitable result. Under the federal law, direct 
reimbursement of some ANP’s is mandatory and direct reimbursement of other

S e n a t o r  V i r g in i a  C o l l in s

F e b r u a r y  19 , 1 9 9 1

P a g e  3
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ANP s is optional. Under the Alaska statutory scheme, federally mandated provisions 
of Medicaid automatically become part of our program under AS 47.07.030(a). In 
order to add something that is optional under federal law, the state must amend 
AS 47.07.030(b).

Please let me know if you have questions about this memo or if I can be of other 
assistance.

TML:lmb/mai
91-054.1mb

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

P r e p a r e d  b y  P . E . E . R . ,  t h e  O r g a n i z a t i o n  
o f  A l a s k a n  N u r s e  P r a c t i t i o n e r s  

A u g u s t ,  1 9 8 7

P . E . E . R . ' s  P o s i t i o n

P . E . E . R .  s t r o n g l y  s u p p o r t s  t h e  p o l i c y  o f  i s s u i n g  d i r e c t  
t h i r d  p a r t y  p a y m e n t  as r e i m b u r s e m e n t  f o r  p r o f e s s i o n a l  s e r v i c e s  
r e n d e r e d  b y  a l l  l i c e n s e d  N u r s e  P r a c t i t i o n e r s  (NPs) i n  A l a s k a .
T h e  s e r v i c e s  o f f e r e d  b y  N P s  a r e  l e g a l l y  r e c o g n i z e d  b y  the S t a t e  
of A l a s k a  i n  s p e c i f i c  N u r s e  P r a c t i c e  A c t s ,  a n d  a r e  e q u i v a l e n t ,  
a n d  i n  s o m e  c a s e s ,  m o r e  h o l i s t i c  i n  a p p r o a c h ,  t h a n  s e r v i c e s  
p r o v i d e d  b y  p h y s i c i a n s  i n  p r i m a r y  c a r e .  R e i m b u r s e m e n t  f o r  N P  
s e r v i c e s  w o u l d  b e n e f i t  t h e  p u b l i c  by:

1. e n a b l i n g  N P s  to e s t a b l i s h  i n d e p e n d e n t  p r a c t i c e s  a n d  
c l i n i c s  b y  p r o v i d i n g  a m e c h a n i s m  to f i n a n c e  t h e i r  
b u s i n e s s e s .  C u r r e n t l y ,  m o s t  N P s  a r e  e m p l o y e d  b y  
p h y s i c i a n s  o r  o t h e r  e n t i t i c i e s ,  i n  p a r t  b e c a u s e  t h e y  

C A N N O T  r e c e i v e  d i r e c t  t h i r d  p a r t y  p a y m e n t .

2. o f f e r i n g  m o r e  f r e e d o m  o f  c h o i c e  to t h e  p u b l i c  i n  t h e i r

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

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

4. p o t e n t i a l  e x p a n s i o n  o f  h e a l t h  c a r e  s e r v i c e s  of N P s  
i n  t h e  p r i v a t e  s e c t o r  i n  u n d e r - s e r v e d  a r e a s .

T h e  S i g n i f i c a n t  C o n t r i b u t i o n  of N u r s e  P r a c t i t i o n e r s  i n  A l a s k a

L i c e n s e d  N P s  i n  A l a s k a  a r e  i n  s u f f i c i e n t  n u m b e r s  to d e s e r v e  

r e c o g n i t i o n  as a n  i m p o r t a n t  g r o u p  of h e a l t h  c a r e  p r o v i d e r s :  as o f  
J u l y ,  1 9 8 7 ,  1 2 9  N P s  w e r e  l i c e n s e d  a n d  c l a i m e d  r e s i d e n c e  i n  t h e  
s t a t e .  A n o t h e r  40 N P s  a r e  e s t i m a t e d  to w o r k  i n  f e d e r a l

g o v e r n m e n t a l  a g e n c i e s  ( s u c h  as E l m e n d o r f  H o s p i t a l  o r  t h e  I n d i a n  
H e a l t h  S e r v i c e ) ; t h e y  a r e  n o t  r e q u i r e d  to a p p l y  f o r  s t a t e  
l i c e n c e s  i n  o r d e r  to p r a c t i c e .  T h i s  s e c t i o n  d e s c r i b e s  o n l y  t h e  

l i c e n s e d  N P s .
F a m i l y  n u r s e  p r a c t i t i o n e r s  o u t n u m b e r  t h e  o t h e r  e i g h t  t y p e s  

o f  n u r s e  p r a c t i t i o n e r s  i n  A l a s k a  ( T a b l e  1). N u r s e  p r a c t i t i o n e r s  
i m p a c t  h e a l t h  c a r e  s e r v i c e s  i n  A l a s k a  i n  a v a r i e t y  o f  w o r k
s e t t i n g s  ( T a b l e  2). O n l y  e l e v e n  a r e  i n  i n d e p e n d e n t  p r a c t i c e ;  o f  
t h o s e ,  s i x  p r a c t i c e  i n  r u r a l  s e t t i n g s .  I n d e p e n d e n t  p r a c t i c e  
b e c a m e  a n  o p t i o n  i n  D e c e m b e r ,  1 9 8 4 ,  w i t h  t h e  p a s s i n g  o f  t h e  n e w  
r e g u l a t i o n s  t h a t  i n c l u d e d  p l a c e m e n t  o f  N P s  u n d e r  t h e  s o l e  
j u r i s d i c t i o n  of t h e  A l a s k a  B o a r d  o f  N u r s i n g .  F i v e  of t h e  
i n d e p e n d e n t  p r a c t i t i o n e r s  a r e  n u r s e  m i d w i v e s ,  w h o  m a y  c o l l e c t  
f e e s  f r o m  t h i r d  p a r t y  p a y e r s  a s  s t i p u l a t e d  i n  A l a s k a  S t a t u t e s ,  

S e c .  4 7 . 0 7 . 0 3 0 — o t h e r s  m a y  n o t ,  o r  d o  so w i t h  d i f f i c u l t y .
T h e  m a j o r i t y  o f  A l a s k a n  N P s  h o l d  a B a c h e l o r ' s  o r  M a s t e r ' s



d e g r e e  i n  n u r s i n g  (86) in a d d i t i o n  to t h e i r  s p e c i a l i z e d  n u r s e  
p r a c t i t i o n e r  t r a i n i n g ,  a n d  c e r t i f i c a t i o n  t h r o u g h  n a t i o n a l  
c e r t i f y i n g  b o d i e s  ( T a b l e  3). I n  c o n t r a s t  t o  R . N .  d e g r e e
s t a t u s  f o r  e n t r y  i n t o  N P  t r a i n i n g  p r o g r a m s  i n  t h e  1 9 6 0 s ,  t h e

c u r r e n t  n a t i o n a l  t r e n d  is f o r  t h a t  t r a i n i n g  to t a k e  p l a c e  i n
c o n j u n c t i o n  w i t h  M a s t e r ’s d e g r e e  p r e p a r a t i o n ,  i l l u s t r a t e d  b y  t h e  
F a m i l y  N u r s e  P r a c t i t i o n e r  p r o g r a m  a t  t h e  U n i v e r s i t y  o f  A l a s k a ' s  

C o l l e g e  of N u r s i n g  a n d  H e a l t h  S c i e n c e s .
N o  s t u d i e s  h a v e  b e e n  c o n d u c t e d  i n  A l a s k a  to a s s e s s  t h e

q u a l i t y  of c a r e  p r o v i d e d  b y  n u r s e  p r a c t i t i o n e r s ,  n o r  h o w  t h e i r  
c a r e  m i g h t  d i f f e r  f r o m  t h a t  o f  a p h y s i c i a n .  N u m e r o u s  s t u d i e s  m
t h e  l o w e r  48, h o w e v e r ,  h a v e  s h o w n  t h a t  . . . " w i t h i n  t h e i r  a r e
o f  c o m p e t e n c e ,  n u r s e  p r a c t i t i o n e r s  p r o v i d e  c a r e  w h o s e  q u a l i t y  - 
e q u i v a l e n t  t o  t h a t  of c a r e  p r o v i d e d  b y  p h y s i c i a n s " ,  a n d  t h a c
p a t i e n t s  a r e  g e n e r a l l y  s a t i s f i e d  w i t h  t h e i r  c a r e  (US C o n g r e s s ,  
O f f i c e  o f  T e c h n o l o g y  A s s e s s m e n t ,  1 9 8 6 ,  p a g e s  5 - 6 ) .  T h e  A m e r i c a n  

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

( a d d e n d u m  1; a l s o  c i t e s  t h e  O T A  s t u d y  m e n t i o n e d  a b o v e ) .
A l a s k a n  N P s  h a v e  d e m o n s t r a t e d  t h e i r  w i l l i n g n e s s  to w o r k  i n

u n d e r - s e r v e d  r u r a l  a r e a s  i n  A l a s k a :  51 o f  t h e  c u r r e n t l y  e m p l o y e d  
1 2 6  s t a t e - l i c e n s e d  N P s  w o r k  i n  s e t t i n g s  o t h e r  t h a n  i n  A n c h o r a g e ,  

F a i r b a n k s ,  o r  J u n e a u .  T h e i r  j o b s  e n t a i l  m u l t i p l e  r e s p o n s i ­
b i l i t i e s  a n d  r e q u i r e  h i g h  l e v e l s  of e x p e r t i s e  (see a d d e n d u m  2 f o r  

a n  e x a m p l e  o f  a r u r a l  p r a c t i c e ) .

T h e  N a t i o n a l  T r e n d s

C o n g r e s s  c o n t i n u e s  to c o n s i d e r  a v a r i e t y  of p r o p o s a l s  to 
m a n d a t e  t h i r d  p a r t y  r e i m b u r s e m e n t  f o r  N P s .  S o  fa r ,  f e d e r a l l y  
m a n d a t e d  p a y m e n t s  a r e  l i m i t e d  to a f e w  S t a t e  M e d i c a i d  prorjrams, 

C h a r . u s ,  a n d  s o m e  p r o g r a m s  i n  t h e  F e d e r a l  E m p l o y e e s  H e a l t h  
B e n e f i t  P r o g r a m  ( r e f e r  t o  A p p e n d i x  B, U S  C o n g r e s s ,  O f f i c e  of 
T e c h n o l o g y  A s s e s s m e n t ,  1 9 8 6 ) .  A t  l e a s t  13 s t a t e s  c u r r e n t l y  
p e r m i t  d i r e c t  p a y m e n t  f o r  N P  s e r v i c e s ,  i n c l u d i n g  O r e g o n ,  a s t a t e  

t h a t  a l s o  s u p p o r t s  the i n d e p e n d e n t  p r a c t i c e  o f  N P s .

C o n c l u s i o n  a n d  O u r  R e c o m m e n d a t i o n s

W e  c o n t e n d  t h a t  w i t h o u t  d i r e c t  r e i m b u r s e m e n t  to N P s  i n  t h e  
S t a t e  o f  A l a s k a ,  t h e  p r a c t i c e  s e t t i n g s  o f  N P s  a r e  l i m i t e d ,  w h i c h  
i n  t u r n ,  e f f e c t i v e l y  l i m i t s  c o m p e t i t i o n  a m o n g  p r o v i d e r s ,  p a t i e n t  
c h o i c e s  of p r o v i d e r s ,  a n d  u l t i m a t e l y ,  a d v e r s e l y  i m p a c t s  u p o n  

h e a l t h  c a r e  c o s t s .  W e  t h e r e f o r e  r e c o m m e n d  t h a t :

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

r e i m b u r s e m e n t  f o r  N P  s e r v i c e s ,  a n d / o r  t h a t

2. t h e  s t a t e  l e g i s l a t u r e  a m e n d  t h e  s t a t u t e s  to m a n d a t e  s u c h  

r e i m b u r s e m e n t  to a l l  l i c e n s e d  N P s ,  n o t  j u s t  t o  n u r s e  m i d w i v e s  as 

is n o w  t h e  c a s e .

T h a n k s  i s  e x t e n d e d  to G a i l  M c G u i l l ,  E x e c u t i v e  D i r e c t o r ,  A l a s k a  
B o a r d  o f  N u r s i n g ,  f o r  h e r  a s s i s t a n c e  i n  o b t a i n i n g  t h e  N P  d a t a .
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IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY TH E  HOUSE FINANCE CO M M ITTEE

Offered:
R eferred:

Sponso rs): SENATORS COLLINS, Pearce, C raft, Rodey

REPRESENTATIVES Ellis, BJDavis

A BILL 

FOR AN ACT ENTITLED

1 "An Act providing for coverage of advanced nurse practitioner services under the Medicaid

2 program; and reordering the priorities granted to optional services offered under the

3 Medicaid program."

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

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

HOUSE CS FOR CS FOR SENATE B ILL NO. 211 (FINANCE)

6 (b) In addition to the mandatory services specified in (a) of this section, the department

7 may offer only the following optional services: case management and nutrition services for

8 pregnant women; personal care services in a recipient’s home; emergency hospital services;

9 long-term care noninstitutional services; medical supplies and equipment; advanced nurse

10 practitioner services: clinic services; inpatient psychiatric facility services for individuals age

11 65 or older and individuals under age 21; psychologists’ services; clinical social workers’

12 services; prescribed drugs; physical therapy; occupational therapy; chiropractic services; low-dose

13 mammography screening, as defined in AS 21.42.375(e); treatment of speech, hearing, and

14 language disorders; adult dental services; prosthetic devices and eyeglasses; optometrists’

-1- HCS CSSB 211(F1N)
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1 services; intermediate care facility services, including intermediate care facility services for the

2 mentally retarded; skilled nursing facility services for individuals under age 21; and reasonable

3 transportation to and from the point of medical care.

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

5 Sec. 47.07.035. PRIORITY OF MEDICAL ASSISTANCE. If the department finds that

6 the cost of medical assistance for all persons eligible under this chapter will exceed the amount

7 allocated in the state budget for that assistance for the fiscal year, the department shall eliminate

8 coverage for optional medical services and optionally eligible groups of individuals in the

9 following order:

10 (1) clinical social workers’ services;

11 (2) psychologists’ services;

12 (3) chiropractic services;

13 (4) advanced nurse practitioner services;

14 £51 adult dental services;

15 {6} [(5)] emergency hospital sendees;

16 £71 [(6)] treatment of speech, hearing, and language disorders;

17 18} [(7)] optometrists’ services and eyeglasses;

18 £9} [(8)] occupational therapy;

19 (10) [(9)] mammography screening;

20 (11) [(10)] prosthetic devices;

21 £121 [(11)] medical supplies and equipment;

22 (13) [(12)] clinic services;

23 (14) [(13)] physical therapy;

24 £151 [(14)] personal care services in a recipient’s home;

25 (16) [(15)] prescribed drugs;

26 £171 [(16)] long-term care noninstitutional services;

27 £181 [(17)] inpatient psychiatric facility services;

28 (19) [(18)] intermediate care facility services for the mentally retarded;

29 £20) [(19)] intermediate care facility services;

30 £211 [(20)] individuals under age 21 who are not eligible for benefits under the

31 federal aid to families with dependent children program because they are not deprived of one or

H C S  C SSB  211 (F IN ) „ -2-
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1 more of their natural or adoptive parents;

2 (22) [(21)] skilled nursing facility services for persons under age 21;

3 (23) [(22)] aged, blind, and disabled individuals who, because they do not meet

4 the income requirements, do not receive supplemental security income under Title XVI of the

5 Social Security Act, but who are eligible, or would be eligible if they were not in a skilled

6 nursing facility or intermediate care facility, to receive an optional state supplementary payment;

7 (24) [(23)] individuals in a hospital, skilled nursing facility, or intermediate care

8 facility whose income while in the facility does not exceed 300 percent of the supplemental

9 security income benefit rate under Title XVI of the Social Security Act, but who, because of

10 income, are not eligible for the optional state supplementary payment;

11 (25) [(24)J individuals under age 21 under supervision of the department, for

12 whom maintenance is being paid in whole or in pan from public money and who are in foster

13 homes or private child-care institutions.

14 * Sec. 3. AS 47.07.900 is amended by adding a new paragraph to read:

15 (13) "advanced nurse practitioner services" means services furnished by a person

16 who is certified as an advanced nurse practitioner under AS 08.68.410 that are within the scope

17 of the person’s certified authority, whether or not the person is under the supervision of, or

18 associated with, a physician or other health care provider.
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WORK D R A F T WORK D R A F T WORK D R A F T

7-LS0778NG
Lauterbach

2 /17/92

(U P L0\ |/VU (A

HOUSE CS FOR CS FOR SENATE BILL NO. 211 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
R eferred:

S ponso rs): SENATORS COLLINS, Pearce, Craft, Rodey

REPRESENTATIVES Ellis, BD avis

A BILL 

FOR AN ACT ENTITLED

1 "An Act providing for coverage of advanced nurse practitioner services under the Medicaid

2 program; and reordering the priorities granted to optional services offered under the

3 Medicaid program."

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

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

6 (b) In addition to the mandatory services specified in (a) of this section, the department

7 may offer only the following optional services: case management and nutrition services for

8 pregnant women; personal care services in a recipient’s home; emergency hospital services;

9 long-term care noninstitutional services; medical supplies and equipment; advanced nurse

10 practit'oner services; clinic services; inpatient psychiatric facility services for individuals age

11 65 or older and individuals under age 21; psychologists’ services; clinical social workers’

12 services; prescribed drugs; physical therapy; occupational therapy; chiropractic services; low-dose

13 mammography screening, as defined in AS 21.42.375(e); treatment of speech, hearing, and

14 language disorders; adult dental services; prosthetic devices and eyeglasses; optometrists’

-1-
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1 services; intermediate care facility services, including intermediate care facility services for the

2 mentally retarded; skilled nursing facility sen/ices for individuals under age 21; and reasonable

3 transportation to and from the point of medical care.

4 * Ser. 2. AS 47.07.035 if amended to read:

5 Sec. 47.07.035. PRIORITY OF MEDICAL ASSISTANCE. If the department finds that

6 the cost of medical assistance for all persons eligible under this chapter will exceed the amount

7 allocated in the state budget for that assistance for the fiscal year, the department shall eliminate

8 coverage for optional medical services and optionally eligible groups of individuals in the

9 following order:

10 ( ) (1) advanced nurse practitioner services;

11 £2} clinical social workers’ services;

12 £3} [(2)] psychologists’ sendees;

13 £4£ [(3)] chiropractic services;

14 £5£ [(4)] adult dental services;

15 £6£ [(5)] emergency hospital services;

16 £71 [(6)] treatment of speech, hearing, and language disorders;

17 £8£ [(7)] optometrists’ services and eyeglasses;

18 £91 [(8)] occupational therapy;

19 (10) [(9)] mammography screening;

20 (11) [(10)] prosthetic devices;

21 (12) r a m  medical supplies and equipment;

22 (13) [(12)] clinic services;

23 (14) [(13)] physical therapy;

24 (15) [(14)] personal care services in a recipient’s home;

25 (16) [(15)] prescribed drugs;

26 (17) [(16)] long-term care noninstitutionai services;

27 (18) [(17)] inpatient psychiatric facility services;

28 £19} [(18)] intermediate care facility services for the mentally retarded;

29 (20) [(19)] intermediate care facility services;

30 (21) [(20)] individuals under age 21 who are not eligible for benefits under the

31 federal aid to families with dependent children program because they are not deprived of one or

WORK D R A F T  WORK D R A FT  WORK D R A F T

H C S  CSSB 211( ) -2-
New Text Underlined [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

more of their natural or adoptive parents;

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

(23) [(22)] aged, blind, and disabled individuals who, because they do not meet 

the income requirements, do not receive supplemental security income under Title XVI of the 

Social Security Act, but who are eligible, or would be eligible if they were not in a skilled 

nursing facility or intermediate care facility, to receive an optional state supplementary payment;

(24) [(23)] individuals in a hospital, skilled nursing facility, or intermediate care 

facility ' hose income while in the facility does not exceed 300 percent of the supplemental 

security income benefit rate under Title XVI of the Social Security Act, but who, because of 

income, are not eligible for the optional state supplementary payment;

(25) [(24)] individuals under age 21 under supervision of the department, for 

whom maintenance is being paid in whole or in part from public money and who are in foster 

homes or private child-care institutions.

* Sec. 3. AS 47.07.900 is amended by adding a new paragraph to read:

(13) "advanced nurse practitioner services" means services furnished by a person 

who is certified as an advanced nurse practitioner under AS 08.68.410 that are within the scope 

of the person’s certified authority, whether or not the person is under the supervision of, or 

associated with, a physician or other health care provider.
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F i s c a l  N o t e  A n a l y s i s

R e v i s e d  1 / 1 5 / 9 2

S B  2 1 1

(2)

(3)

(4)

( 1 )

(5)

W e  a s s u m e :  f u l l - t i m e  A N P  w o r k s  4 0  h r s / w e e k ,  48 
w e e k s / y e a r ,  c h a r g e s  $ 9 0 / h o u r ,  a n d  i s  l i k e l y  t o  h a v e  a 
p a t i e n t  m i x  t h a t  is a p p r o x i m a t e l y  3 0 %  M e d i c a i d -  
e l i g i b l e .  M e d i c a i d  p a y s  A N P s  8 0 %  o f  t h e  c h a r g e s  

n o r m a l l y  b i l l e d  t o  t h e  g e n e r a l  p u b l i c .  T h e r e f o r e , a 
f u l l - t i m e  A N P  is l i k e l y  t o  b i l l  M e d i c a i d  f o r  $ 4 1 , 4 7 2  

p e r  y e a r  ( 1 9 2 0  h o u r s  x  $ 9 0 / h r  =  $ 1 7 2 , 8 0 0  x  3 0 %  x .80 =  
$ 4 1 , 4 7 2 )

P a r t - t i m e  A N P s  w o r k ,  o n  a v e r a g e ,  3 0 %  o f  f u l l - t i m e  A N P s .  
$ 4 1 , 4 7 2  x  3 0 %  =  $ 1 2 , 4 4 2  p e r  y e a r

6 f u l l - t i m e  a n d  6 p a r t - t i m e  A N P s  w i l l  e n r o l l  i n  
M e d i c a i d .

6 X $ 4 1 , 4 7 2  =  $ 2 4 8 , 8 3 2
6 x  1 2 , 4 4 2  =  7 4 . 6 5 2

$ 3 2 3 , 4 8 4

O f  t h i s  t h e o r e t i c a l  m a x i m u m  b i l l i n g ,  w e  a s s u m e  7 5 %  w i l l  
b e  f o r  s e r v i c e s  w h i c h  - d i c a i d  r e c i p i e n t s  w o u l d  h a v e  
r e c e i v e d  f r o m  a n  a r r a y  o f  o t h e r  t y p e s  o f  e n r o l l e d
p r o v i d e r s .  M a n y  o f  t h o s e  p r o v i d e r s  w o u l d  h a v e  b i l l e d
M e d i c a i d  m o r e  f o r  t h e i r  s e r v i c e s ,  s o  i t  i s  r e a s o n a b l e  
t o  p o s i t  s o m e  p r o g r a m  s a v i n g s  w i l l  o c c u r .  H o w e v e r ,  w e  
h a v e  n o  w a y  t o  e s t i m a t e  h o w  m a n y  r e c i p i e n t s  w i l l  l e a v e  
e a c h  e x i s t i n g  p r o v i d e r  t y p e  ( a n d  p a y m e n t  l e v e l ) , s o  w e  
c a n n o t  e s t i m a t e  t h e  s a v i n g s  i n v o l v e d .

T h e  r e m a i n i n g  2 5 %  w i l l  b e  n e w  s e r v i c e s ,  o f  t w o  t y p e s :  
s e r v i c e s  w h i c h  e l i g i b l e  p e r s o n s  n o w  r e c e i v e  f r o m  A N P s  
( a n d  f o r  w h i c h  A N P s  p r o b a b l y  r e c e i v e  l i t t l e  o r  n o  
c o m p e n s a t i o n )  a n d  s e r v i c e s  w h i c h  e l i g i b l e s  n o w  e i t h e r  
d e f e r  o r  d o  w i t h o u t .  F r o m  t h e  l a t t e r  c a t e g o r y ,  t h e  
i n c r e a s e d  a c c e s s  t o  s e r v i c e s  p a t i e n t s  w o u l d  e x p e r i e n c e  
b y  a d d i n g  A N P s  a s  p r o v i d e r s  m a y  r e s u l t  i n  s e r v i c e s  
w h i c h  a r e  m o r e  t i m e l y  o r  e v e n  p r e v e n t i v e ,  t h u s  

p r o d u c i n g  a s a v i n g s  o f  l a t e r ,  m o r e  e x p e n s i v e  M e d i c a i d  
c o s t s .  H o w e v e r ,  a g a i n ,  t h o s e  s a v i n g s  c a n n o t  b e  
q u a n t i f i e d .

A  s t a r t  d a t e  o f  J a n u a r y  1, 1 9 9 3  is a s s u m e d ,  s i n c e  t i m e  
d  b e  r e q u i r e d  t o  m o d i f y  t h e  M e d i c a i d  p a y m e n t  s y s t e m  a n d  
u i t ,  e n r o l l ,  a n d  t r a i n  n e w  p r o v i d e r s .  B e n e f i t s  c o s t s  
F Y  93 w o u l d  t h e r e f o r e  b e  4 0 . 4  ( 3 2 3 . 5  x  .25 x  .5)



F i s c a l  N o t e  A n a l y s i s ,  S B  2 1 1 R e v i s e d  1 / 1 5 / 9 2
p a g e  2 o f  2

B e n e f i t s  a r e  5 0 %  f e d e r a l  ( 2 0 . 2 ) ,  5 0 %  s t a t e  f u n d s .

(b) A  o n e - t i m e  F Y  93 c o s t  is i n v o l v e d  i n  m o d i f y i n g  t h e  
p a y m e n t  s y s t e m  t o  a c c e p t  t h i s  p r o v i d e r  t y p e .  (A m a j o r  
p o r t i o n  o f  t h e  c o s t  o f  t h e s e  c h a n g e s  a r e  a l r e a d y  b u d g e t e d  
f o r  a d d i n g  s o m e  A N P s  u n d e r  t h e  O B R A  '89 f e d e r a l  m a n d a t e . )  
O n l y  6 s y s t e m  e d i t s  w i l l  b e  r e q u i r e d ,  a t  a c o s t  o f  $ 1 0 8 0  p e r
e d i t  =  $ 6 . 5 .  (3.3 fe d ,  3 . 2  s t a t e )

(c) T h e  s y s t e m s  c o n t r a c t o r  w i l l  t r a v e l  t o  o n - s i t e - t r a i n  n e w  
p r o v i d e r s  a n d  p r o v i d e  t h e m  w i t h  s e r v i c e - s p e c i f i c  m a n u a l s  a n d
m a t e r i a l s ,  a t  a o n e  t i m e  F Y  93 c o s t  o f  5 . 0  (2.5 f e d ,  2 . 5
s t a t e . )

(d) T h e s e  p r o v i d e r s  a r e  e x p e c t e d  t o  g e n e r a t e  9 5 0  c l ? i m s  i n  
F Y  93, ( h a l f - y e a r )  a t  a c o n t r a c t e d  p r o c e s s i n g  c o s t  o f  $ 6 . 2 3  
p e r  c l a i m .  9 5 0  x  $ 6 . 2 3  =  5 . 9 .  T h i s  c o s t  i s  7 0 %  f e d e r a l
( 4 . 1 ) ,  3 0 %  s t a t e  (1.8).

F Y  9 4  a n d  f o l l o w i n g

(-0 F Y  93 s e r v i c e  c o s t s  a r e  d o u b l e d  f o r  a f u l l  y e a r  o f  
s e r v i c e ,  a n d  t h i s  a d j u s t e d  F Y  93 c o s t  is i n c r e a s e d  b y  2 3 . 4 %  

( 4 . 6 %  f o r  p r i c e  i n c r e a s e s ,  7 . 0 %  f o r  i n c r e a s e s  i n  t h e  n u m b e r  
o f  e l i g i b l e  r e c i p i e n t s ,  a n d  1 1 . 8 %  f o r  u t i l i z a t i o n  
i n c r e a s e s ) .

(b) C l a i m s  p r o c e s s i n g  c o n t r a c t u a l  c o s t s  a r e  a d j u s t e d  f o r  a 
f u l l  F Y  93 y e a r  ( 1 9 0 0  c l a i m s ) , t h e n  i n c r e a s e d  b y  1 8 . 8 %  ( 7 . 0 %  
f o r  e l i g i b l e s ,  1 1 . 8 %  f o r  u t i l i z a t i o n  i n c r e a s e s ) .  T h e  
c o n t r a c t  p r i c e  p e r  c l a i m  r e m a i n s  a t  $ 6 . 2 3 .
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" A n  A c t  p r o v i d i n g  f o r  c o v e r a g e  o f  a d v a n c e d  n u r s e  p r a c t i t i o n e r  

s e r v i c e s  u n d e r  t h e  M e d i c a i d  p r o g r a m ;  and. r e o r d e r i n g  t h e  

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

M e d i c a i d  p r o g r a m . "

S E N A T E  B I L L  211

T h i s  b i l l  w o u l d  a m e n d  A S  4 7 . 0 7 . 0 3 0  t o  a l l o w  A d v a n c e d  N u r s e  

P r a c t i t i o n e r s  (ANPs) t o  e n r o l l  as M e d i c a i d  p r o v i d e r s ,  p r o v i d e  

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

M e d i c a i d  c o v e r s  a n d  w h i c h  a r e  w i t h i n  t h e  s c o p e  o f  t h e i r  

l i c e n s u r e ,  a n d  d i r e c t l y  r e c e i v e  M e d i c a i d  r e i m b u r s e m e n t .  T h i s  

b i l l  a l s o  a m e n d s  AS 4 7 . 0 7 . 0 3 5  t o  p l a c e  t h _ s  n e w  p r o v i d e r  g r o u p  

1 7 t h  o n  t h e  li s t  o f  o p t i o n a l  s e r v i c e s  t o  b e  d e l e t e d  i n  t h e  

e v e n t  of a f i n d i n g  s h o r t f a l l .

C u r r e n t l y ,  m a n y  A N P s  d o  r e c e i v e  M e c i c a i d  r e i m b u r s e m e n t ,  b u t  

o n l y  i n d i r e c t l y .  F o r  a n y  A N P  w h o  is e m p l o y e d  b y  a h o s p i t a l ,  

n u r s i n g  home, p h y s i c i a n ' s  c l i n i c ,  m e n t a l  h e a l t h  o r  r u r a l  

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

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

H o w e v e r ,  ANP s ,  e x c e p t  n u r s e  m i d w i v e s  w h o  p r a c t i c e  

i n d e p e n d e n t l y ,  c a n n o t  c u r r e n t l y  e n r o l l  as M e d i c a i d  p r o v i d e r s .

T h i s  s i t u a t i o n  w i l l  c h a n g e  i n  e a r l y  1992, w h e n  A l a s k a  w i l l  

i m p l e m e n t  a provi.' i o n  o f  t h e  O m n i b u s  R e c o n c i l i a t i o n  A c t  of 

1 9 8 9  w h i c h  r e q u i r e s  a l l  s t a t e s  t o  g r a n t  M e d i c a i d  p r o v i d e r  

s t a t u s  t o  i n d e p e n d e n t l y - p r a c t i c i n g  A N P s  w h o  s p e c i a l i z e  in 

f a m i l y  o r  p e d i a t r i c  m e d i c i n e .

I n d u s t r y  s o u r c e s  i n d i c a t e  t h a t ,  o f  141 A N P s  l i c e n s e d  t o  

p r a c t i c e  i n  A l a s k a ,  j u s t  37 a r e  e i t h e r  in f u l l  o r  p a r t - t i m e  

i n d e p e n d e n t  p r a c t i c e  a n d  a r e  l i k e l y  to c h o o s e  t o  e n r o l l .  O f  

t h e s e  37, 24 a r e  f a m i l y  s p e c i a l i s t s  a n d  o n e  is a p e d i a t r i c  

s p e c i a l i s t .  W h e t h e r  o r  n o t  S B  2 1 1  w e r e  to p a s s ,  t h e s e  2 5  w i l l  

s h o r t l y  b e  a l l o w e d  t o  e n r o l l  i n  M e d i c a i d  i f  t h e y  c h o o s e  t o  d o  

so. (The D e p a r t m e n t  o H e a l t h  a n d  S o c i a l  S e r v i c e s  e x p e c t s  

v i r t u a l l y  ail w i l l  e n r o l l . )

W e  t h e r e f o r e  b e l i e v e  t h a t  S B  2 1 1  w o u l d  i n i t i a l l y  a f f e c t  o n l y  

t h e  f o l l o w i n g  ANP s :

(a) '4 M e n t a l  H e a l t h  s p e c i a l i s t s  (all p a r t - t i m e

p r a c t i t i o n e r s ;

(b) 5 W o m e n ' s  H e a l t h  C a r e  s p e c i a l i s t s  (all f u l l - t i m e ) ;

(c) 1 S c h o o l  N u r s e  P r a c t i t i o n e r  s p e c i a l i s t  ( p a r t - t i m e ) ; 

a n d

(d) 2 G e r i a t r i c  s p e c i a l i s t s  (one f u l l - t i m e ,  o n e  p a r t -  

time) .

O / I  O P ,  a o
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D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  

P o s i t i o n  P a p e r  -- S3 211 

P a g e  2

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

a m a j o r  t h i r d - p a r t y  p a y o r  c a n  a f f e c t  p a t t e r n s  o f  p r a c t i c e .  

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

m i g h t ,  o v e r  time, i n d u c e  m o r e  A N P s  t o  e n t e r  i n d e p e n d e n t  

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

p r o v i d e r  g r o u p s  e l s e w h e r e .  F r o m  c o n v e r s a t i o n s  w i t h  m a n y  A N P s  

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

u n l i k e l y  t o  o c c u r  in A l a s k a .  T h e  f i n a n c i a l  d i s a d v a n t a g e s ,  t h e  

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

p r a c t i c e  p a t t e r n s  o f  A N P s ,  a r g u e  a g a i n s t  a n y  s i g n i f i c a n t  

g r o w t h  i n  i n d e p e n d e n t  p r a c t i c e  a s  a d i r e c t  e f f e c t  o f  M e d i c a i d  

r e i m b u r s e m e n t .

H o w e v e r ,  t h o s e  A N P s  w h o  c u r r e n t l y  p r a c t i c e  i n d e p e n d e n t l y  d o  

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

is t r u e  o f  m a n y  o t h e r  p r o v i d e r  t y p e s .  W e  s u s p e c t  t h a t  A N P s  

w h o  d o  e n r o l l  in M e d i c a i d  w i l l  s e r v e  a h i g h e r  p e r c e n t a g e  o f  

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

F o r  m a n y  y e a r s ,  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  

h a s  h a d  A N P s  as e m p l o y e e s  ( b o t h  i n  a d m i n i s t r a t i v e  r o l e s  a n d  

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

e x t e n s i v e  d e a l i n g s  w i t h  A N P s  as p a r t  o f  t h e  M e d i c a i d  p r o g r a m  

a n d  as e l i g i b l e s  i n  h e a l t h  c a r e .  In o u r  j u d g m e n t ,  A N P s  h a v e  

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

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

" k i m b e r l y  3. ^feusch, D i r e c t o r  

D i v i s i o n  o f  M e d i c a l  A s s i s t a n c e

D A T E :

T h e o d o r e  A. M a J ^ ,  MD, M P H  
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SUBJECT:

TO:

FROM:

Constitutional Issues - Advanced Nurse Practitioners (7LS-0778)

Senator Virginia Collins

Terri Lauterbach/^ \ \ \^
Lenislative Counsel

You have asked whether it would be constitutional for the Alaska Medicaid program 
to cover directly only the services of pediatric and family nurse practitioners without 
covering directly the services of other advanced nurse practitioners.-^ You are 
concerned that there may be a violation of the equal protection clause of the state 
constitution.

In our opinion, offering direct reimbursement under Medicaid to only certain types 
of ANP’s probably results in the kind of arbitrary classification prohibited under the 
state’s equal protection clause. Since direct reimbursement of some types of ANP’s 
is optional under federal law, however, the state Medicaid statutes would need to be 
amended to correct this constitutional deficiency.

The state's equal protection clause is found in art. I, sec. 1, Constitution of the State 
of Alaska, which provides that "...all persons are equal and entitled to equal rights, 
opportunities, and protection under the law...."

The Alaska Supreme Court has interpreted this clause to offer broader protection 
than the corresponding federal clause.^ In so doing, our court has said that in 
order for a classification to be valid, it must be reasonable, not arbitrary, and must 
bear a fair and substantial relation to a legitimate governmental objective, and, 
depending on the importance of the individual’s interest involved, a greater or lesser

-  You have told me tha t som e o f the o th e r types o f advanced nurse practitioners arc w om en’s health , 
adult, neo-natal. school nurse, geriatric, and psychiatric.

=■'' This is why the  classifications may be valid under the federal constitu tion  but not valid under the  
state constitu tion . H owever. 1 am not aware of any case upho ld ing  different treatm ent of these ANP 
classifications on  the federal level either: they may turn o u t to  also violate the federal constitu tion .

. / e c j t f /  S e t  I ' / o r - s  D i v n / o n
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burden will be placed on the state to show this fair and substantial relationship.^ 
Our courts have also said that the guarantee of equality of treatment prohibits a 
classification that denies to one group of persons the enjoyment of certain rights that 
are afforded to another group when, considering the purpose of the state program, 
there is no reasonable basis for not treating both groups the same.^

In the situation you have described to me, the services of two types of ANP’s will be 
covered directly under the Medicaid program, as required under federal law, but the 
services of all other ANP’s will not be covered directly, even though federal law 
would allow them to be and even though they may provide exactly the same type of 
service.^

Since services of all ANP’s are covered when the ANP is associated with a physician 
or a hospital and federal law would only allow coverage of services performed within 
the scope of an ANP’s certification, there does not appear to me to be any basis for 
saving that the services of other ANP’s would be of an unacceptable quality.

You have also told me that, regardless of a particular ANP’s certification, many of 
the services performed by one ANP are the same as those performed by ANP’s with 
other types of certifications.

I also note that the Medicaid program covers all physician services, regardless of the 
fact that some physicians have specialties and some do not. In other words, the 
Medicaid program covers a given service performed within the scope of a physician’s 
licensure and does not distinguish among family physicians, general physicians, 
pediatricians, gynecologists, etc., when they perform services that all are authorized 
to perform.

Furthermore, it appears that most of he other aNP specialties you told me about 
would be especially useful to the Medicaid population, which is primarily pregnant 
women, women with children, and elderly persons. It would seem that special 
training in women's health, adult, neo-natal, school nurse, and geriatric areas would 
be as useful to Medicaid recipients as special training in family and pediatric care.

Finally, I note that the state does not allow this type of discrimination among licensed 
providers to be practiced by insurance companies. See AS 21.36.090, which 
specifically lists advanced nurse practitioners among those whose services must be

-  See. for instance, W ilson v. M unicipality of Anchorage. 669 P.2d 569 (A laska 1983).

-  Sec. for instance, Lecge v. M arlin. 379 P.2tl 447 (1963).

-  "Direct" coverage m eans that the ANP docs not have to be associated w ith a physician or o ther 
health care provider, like a hospital.



covered by insurance policies if the services are within the scoy of their lawful 
authority. It would be rather inconsistent for the state to practice a type of 
discrimination that it prohibits private parties from practicing.

Given these facts, I am unable to conceive a constitutionally sound basis for the state 
to refuse to cover directly the services of all ANP’s after it has started to cover 
directly the services of some ANP’s. This seems to be exactly the kind of arbitrary 
classification prohibited under our state equal protection clause. It would deny to 
some ANP’s the opportunity to be directly reimbursed for services that other 
ANP’s are directly reimbursed for. It gives to some ANP’s the opportunity to 
participate directly in the Medicaid program while denying that opportunity to other 
ANP’s.

The insidiousness of this classification must be balanced against whatever legitimate 
governmental objective is served by the classification.

It is stated in AS 47.07.010 that the purpose of the Medicaid program is to provide 
"uniform and high quality medical care" to needy persons of the state. According to 
you, there is some evidence that ANP’s provide the only medical care available in 
some rural communities and that many persons in these communities are eligible for 
Medicaid. The goal of providing Medicaid services to these people would not be 
served by a policy of covering only some types of ANP’s when it may be another type 
of ANP that is in the community, providing the same basic services. Even when 
other heaith care providers are available, increased access to ANP’s means increased 
access to health care delivery.

A second objective of the classification may be to save money by not covering 
services of some practitioners. While saving money is a legitimate goal, use of an 
arbitrary classification of providers is not well-tailored to that goal. There is already 
a statutory mechanism for dealing with shortfalls if the legislature fails to appropriate 
enough money for the Medicaid program. That mechanism is the priority listing of 
optional coverages in AS 47.07.035. The legislature has determined which services 
should be cut first when there is not enough money to cover everything. Therefore, 
there is no need to discriminate against providers of those services in order to save 
money.

In conclusion, there seems to me to be no legitimate basis for directly reimbursing 
some types of ANP’s and not others, as long as they are delivering services that are 
within the scope of their practice.

However, because of the way the federal law is written, a change in Alaska’s 
Medicaid law is required to achieve an equitable result. Under the federal law, direct 
reimbursement of some ANP’s is mandatory and direct reimbursement of other
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ANP’s is optional. Under the Alaska statutory scheme, federally mandated provisions 
of Medicaid automatically become part of our program under AS 47.07.030(a). In 
order to add something that is optional under federal law, the state must amend 
AS 47.07.030(b).

Please let me know if you have questions about this memo or if I can be of other 
assistance.

TML:lmb/mai
91-054.1mb
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F O S I T I O M  S T A T E M E N T  O N  
T H I R D  P A R T Y  R E I M B U R S E M E N T  F O R  N U R S E  P R A C T I T I O N E R S  

P r e p a r e d  b y  P . E . E . R . ,  t h e  O r g a n i z a t i o n  
of A l a s k a n  N u r s e  P r a c t i t i o n e r s  

A u g u s t ,  1 9 3 7

P . E . E . R . ' s  P o s i t i o n

P . E . E . R ,  s t r o n g l y  s u p p o r t s  t h e  p o l i c y  of i s s u i n g  d i r e c t  
t h i r d  p a r t y  p a y m e n t  as r e i m b u r s e m e n t  f o r  p r o f e s s i o n a l  s e r v i c e s  
r e n d e r e d  b y  a l l  l i c e n s e d  N u r s e  P r a c t i t i o n e r s  (NPs) i n  A l a s k a .
T h e  s e r v i c e s  o f f e r e d  b y  N P s  a r e  l e g a l l y  r e c o g n i z e d  b y  the S t a t e  
of A l a s k a  i n  s p e c i f i c  N u r s e  P r a c t i c e  A c t s ,  a n d  a r e  e q u i v a l e n t ,  
a n d  i n  s o m e  c a s e s ,  m o r e  h o l i s t i c  i n  a p p r o a c h ,  t h a n  s e r v i c e s  
p r o v i d e d  b y  p h y s i c i a n s  i n  p r i m a r y  c a r e .  R e i m b u r s e m e n t  f o r  N P  
s e r v i c e s  w o u l d  b e n e f i t  t h e  p u b l i c  by:

1. e n a b l i n g  N P s  to e s t a b l i s h  i n d e p e n d e n t  p r a c t i c e s  a n d  

c l i n i c s  b y  p r o v i d i n g  a m e c h a n i s m  to f i n a n c e  t h e i r
b u s i n e s s e s .  C u r r e n t l y ,  m o s t  N P s  a r e  e m p l o y e d  b y  

p h y s i c i a n s  o r  o t h e r  er.z i t i t i e s ,  i n  p a r t  b e c a u s e  t h e y  

C A N N O T  r e c e i v e  d i r e c t  t h i r d  p a r t y  p a y m e n t .

2. o f f e r i n g  m o r e  f r e e d o m  c f  c h o i c e  to t h e  p u b l i c  in t h e i r
s e l e c t i o n  cf c o m p e t e n t  h e a l t h  c a r e  p r o v i d e r s .

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

4. p o t e n t i a l  e x p a n s i o n  o f  h e a l t h  c a r e  s e r v i c e s  of N P s  

i n  t h e  p r i v a t e  s e c t o r  i n  u n d e r - s e r v e d  a r e a s .

T h e  S i c n i f i c a n t  C o n t r i b u t i o n  c f  N u r s e  P r a c t i t i o n e r s  in A l a s k a

L i c e n s e d  N P s  i n  A l a s k a  a r e  i n  s u f f i c i e n t  n u m b e r s  to d e s e r v e  
r e c o g n i t i o n  as a n  i m p o r t a n t  g r o u p  of h e a l t h  c a r e  p r o v i d e r s :  as of 

J u l y ,  1 9 8 7 ,  1 2 9  N P s  w e r e  l i c e n s e d  a n d  c l a i m e d  r e s i d e n c e  i n  t h e  
s t a t e .  A n o t h e r  40 N P s  a r e  e s t i m a t e d  t o  w o r k  i n  f e d e r a l
g o v e r n m e n t a l  a g e n c i e s  ( s u c h  as E l m e n d o r f  H o s p i t a l  o r  t h e  I n d i a n  
H e a l t h  S e r v i c e ) ; t h e y  a r e  n o t  r e q u i r e d  to a p p l y  f o r  s t a t e  
l i c e n c e s  i n  o r d e r  to p r a c t i c e .  T h i s  s e c t i o n  d e s c r i b e s  o n l y  the 

l i c e n s e d  N P s .
F a m i l y  n u r s e  p r a c t i t i o n e r s  o u t n u m b e r  t h e  o t h e r  e i g h t  t y p e s  

o f  n u r s e  p r a c t i t i o n e r s  in A l a s k a  ( T a b l e  1). N u r s e  p r a c t i t i o n e r s  
i m p a c t  h e a l t h  c a r e  s e r v i c e s  i n  A l a s k a  i n  a v a r i e t y  of w o r k
s e t t i n g s  ( T a b l e  ?}. O n l y  e l e v e n  a r e  i n  i n d e p e n d e n t  p r a c t i c e ;  of 
t h o s e ,  s i x  p r a c t i c e  in r u r a l  s e t t i n g s .  I n d e p e n d e n t  p r a c t i c e  
b e c a m e  a n  o p t i o n  i n  D e c e m b e r ,  1 9 8 4 ,  w i t h  t h e  p a s s i n g  o f  t h e  n e w  
r e g u l a t i o n s  t h a t  i n c l u d e d  p l a c e m e n t  of N P s  u n d e r  t h e  s o l e  
j u r i s d i c t i o n  of the A l a s k a  5 o a r d  o f  N u r s i n g .  F i v e  o f  t h e  
i n d e p e n d e n t  p r a c t i t i o n e r s  a r e  n u r s e  m i d w i v e s ,  w h o  m a y  c o l l e c t  
f e e s  f r o m  t h i r d  p a r t y  p a y e r s  a s  s t i p u l a t e d  in A l a s k a  S t a t u t e s ,  
S e c .  4 7 . 0 7 . 0 3 0 — o t h e r s  m a y  n o t ,  o r  dc s o  w i t h  d i f f i c u l t y .

T h e  m a j o r i t y  of A l a s k a n  N P s  h o l d  a B a c h e l o r ' s  o r  M a s t e r ' s

M/i so? Fitfc/M /o/iers Ps/Y/o/i



d e g r e e  i n  n u r s i n g  (86) i n  a d d i t i o n  to t h e i r  s p e c i a l i z e d  n u r s e  
p r a c t i t i o n e r  t r a i n i n g ,  a n d  c e r t i f i c a t i o n  t h r o u g h  n a t i o n a l  
c e r t i f y i n g  b o d i e s  ( T a b l e  3). I n  c o n t r a s t  t o  R . N .  d e g r e e  
s t a t u s  f o r  e n t r y  i n t o  N P  t r a i n i n g  p r o g r a m s  i n  t h e  1 9 6 0 s ,  t h e  

c u r r e n t  n a t i o n a l  t r e n d  is f o r  t h a t  t r a i n i n g  to t a k e  p l a c e  i n  
c o n j u n c t i o n  w i t h  M a s t e r ’s d e g r e e  p r e p a r a t i o n ,  i l l u s t r a t e d  b y  t h e  
F a m i l y  N u r s e  P r a c t i t i o n e r  p r o g r a m  at t h e  U n i v e r s i t y  o f  A l a s k a ' s  

C o l l e g e  of N u r s i n g  a n d  H e a l t h  S c i e n c e s .
N o  s t u d i e s  h a v e  b e e n  c o n d u c t e d  i n  A l a s k a  to a s s e s s  t h e

q u a l i t y  of c a r e  p r o v i d e d  b y  n u r s e  p r a c t i t i o n e r s ,  n o r  h o w  t h e i r  
c a r e  m i g h t  d i f f e r  f r o m  t h a t  of a p h y s i c i a n .  N u m e r o u s  s t u d i e s  i n
t h e  l o w e r  48, h o w e v e r ,  h a v e  s h o w n  t h a t  . . . " w i t h i n  t h e i r  a r e a s
o f  c o m p e t e n c e ,  n u r s e  p r a c t i t i o n e r s  p r o v i d e  c a r e  w n c s e  q u a l i t y  is 
e q u i v a l e n t  to t h a t  o f  c a r e  p r o v i d e d  b y  p h y s i c i a n s " ,  a n d  t h a t  
p a t i e n t s  a r e  g e n e r a l l y  s a t i s f i e d  w i t h  t h e i r  c a r e  (US C o n g r e s s ,  
O f f i c e  of T e c h n o l o g y  A s s e s s m e n t ,  1 9 3 6 ,  p a g e s  5 - 5 ) .  T h e  A m e r i c a n  
A c a d e m y  of N u r s e  P r a c t i t i o n e r s  p r o v i d e s  a s u m m a r y  of t h e  r e c e n t  
s t u d i e s  d o c u m e n t i n g  t h e  q u a l i t y  of s e r v i c e s  p r o v i d e d  b y  N P s  

( a d d e n d u m  1; a l s o  c i t e s  the O T A  s t u d y  m e n t i o n e d  a b o v e ) .
A l a s k a n  N P s  h a v e  d e m o n s t r a t e d  t h e i r  w i l l i n g n e s s  to w o r k  in

u n d e r - s e r v e d  r u r a l  a r e a s  i n  A l a s k a :  5 1  of t h e  c u r r e n t l y  e m p l o y e d  
1 2 6  s t a t e - l i c e n s e d  N P s  w o r k  i n  s e t t i n g s  o t h e r  t h a n  i n  A n c h o r a g e ,  

F a i r b a n k s ,  o r  J u n e a u .  T h e i r  j o b s  e n t a i l  m u l t i p l e  r e s p o n s i ­
b i l i t i e s  a n d  r e q u i r e  h i g h  l e v e l s  of e x p e r t i s e  (s e e  a d d e n d u m  2 f o r  

a n  e x a m p l e  o f  a r u r a l  p r a c t i c e ) .

T h e  N a t i o n a l  T r e n d s

C o n g r e s s  c o n t i n u e s  to c o n s i d e r  a v a r i e t y  o f  p r o p o s a l s  to 
m a n d a t e  t h i r d  p a r t y  r e i m b u r s e m e n t  f o r  N P s .  S o  far, f e d e r a l l y  

m a n d a t e d  p a y m e n t s  a r e  l i m i t e d  to a f e w  S t a t e  M e d i c a i d  p r o g r a m s ,  

C h a m p u s , a n d  s o m e  p r o g r a m s  i n  t h e  F e d e r a l  E m p l o y e e s  H e a l t h  
B e n e f i t  P r o g r a m  ( r e f e r  to A p p e n d i x  3, U S  C o n g r e s s ,  O f f i c e  of 
T e c h n o l o g y  A s s e s s m e n t ,  1 9 8 6 ) .  A t  l e a s t  13 s t a t e s  c u r r e n t l y  
p e r m i t  d i r e c t  p a y m e n t  f o r  N P  s e r v i c e s ,  i n c l u d i n g  O r e g o n ,  a s t a t e  

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

C o n c l u s i o n  a n d  O u r  R e c o m m e n d a t i o n s

W e  c o n t e n d  t h a t  w i t h o u t  d i r e c t  r e i m b u r s e m e n t  to N P s  i n  the 
S t a t e  o f  A l a s k a ,  t h e  p r a c t i c e  s e t t i n g s  o f  N P s  a r e  l i m i t e d ,  w h i c h  
i n  t u r n ,  e f f e c t i v e l y  l i m i t s  c o m p e t i t i o n  a m o n g  p r o v i d e r s ,  p a t i e n t  
c h o i c e s  of p r o v i d e r s ,  a n d  u l t i m a t e l y ,  a d v e r s e l y  i m p a c t s  u p o n  

h e a l t h  c a r e  c o s t s .  W e  t h e r e f o r e  r e c o m m e n d  t h a t :

1. t h i r d  p a r t y  i n s u r e r s  v o l u n t a r i l y  o f f e r  to p r o v i d e  d i r e c t  

r e i m b u r s e m e n t  f o r  N P  s e r v i c e s ,  a n d / o r  t h a t

2. t h e  s t a t e  l e g i s l a t u r e  a m e n d  t h e  s t a t u t e s  t o  m a n d a t e  s u c h  
r e i m b u r s e m e n t  t o  a l l  l i c e n s e d  N P s ,  n o t  j u s t  to n u r s e  m i d w i v e s  as 

is n o w  t h e  c a s e .

T h a n k s  is e x t e n d e d  to G a i l  M c G u i l l ,  E x e c u t i v e  D i r e c t o r ,  A l a s k a  
B o a r d  of N u r s i n g ,  f o r  h e r  a s s i s t a n c e  i n  o b t a i n i n g  t h e  N P  d a t a .



T y p e  o f  N u r s e  P r a c t i t i o n e r  L i c e n s e d  a n d  P r e s i d i n g  i n  A l a s k a ,
J u l y ,  1 9 8 7 *

' T a b l e  .1

T y p e  of P r a c t i t i o n e r  N u m b e r

F a m i l y  N u r s e  P r a c t i t i o n e r  48
( i n c l u d e s  3 w i t h  o t h e r  
N ?  d e s i g n a t i o n s )

C e r t i f i e d  N u r s e  M i d w i f e  2 5
( i n c l u d e s  7 w i t h  o t h e r  

N P  d e s i g n a t i o n s )

W o m e n ' s  H e a l t h  C a r e  P r a c t i t i o n e r  22

( i n c l u d e s  3 w i t h  o t h e r  
N P  d e s i g n a t i o n s )

P e d i a t r i c  N u r s e  P r a c t i t i o n e r  1 3

A d u l t  N u r s e  P r a c t i t i o n e r  9

N e o n a t a l  N u r s e  P r a c t i t i o n e r  5

S c h o o l  N u r s e  P r a c t i t i o n e r  5

G e r i a t r i c  N u r s e  P r a c t i t i o n e r  1

P s y c h i a t r i c  N u r s e  P r a c t i t i o n e r  1

1 2 9

* E a c h  N P  w a s  g i v e n  a s i n g l e  d e s i g n a t i o n ,  a l t h o u g h  s o m e  w e r e  

c e r t i f i e d  i n  s e v e r a l  a r e a s .  If a n  N P  w a s  a C N M ,  t h i s  w a s  
c o n s i d e r e d  h e r  p r i m a r y  d e s i g n a t i o n .  If a n  F N P  w a s  a l s o  a n  A N P  
t h e  p r a c t i t i o n e r  w a s  i n c l u d e d  i n  t h e  F N P  g r o u p  ( s i n c e  t h e  F N  

d e s i g n a t i o n  c o v e r s  a b r o a d e r  a g e - r a n g e  i n  c l i e n t s ) .



Alaska State Legislature
During Session 

P.O. Box V 
Juneau, Alaska 99811 

(907) 465-2828

During Interim 
3111 C Street, Suite 510 

Anchorage, Alaska 99503 
(907) 561-2040

S e n a t o r  V i r g i n i a  C o l l i n s

C S S B  2 1 1  ( F i n a n c e )

C o v e r a g e  o f  A l l  A d v a n c e d  N u r s e  P r a c t i t i o n e r s
U n d e r  M e d i c a i d

C S S B  2 1 1  ( F i n a n c e )  w o u l d  a l l o w  a l l  a d v a n c e d  n u r s e  p r a c t i t i o n ­
e r s  t o  b e  r e i m b u r s e d  u n d e r  M e d i c a i d .

U n d e r  c u r r e n t  s t a t e  l a w ,  A l a s k a  o n l y  a l l o w s  n u r s e  m i d w i v e s ,  
f a m i l y ,  a n d  p e d i a t r i c  a d v a n c e d  n u r s e  p r a c t i t i o n e r s  ( A NP's) i n  
i n d e p e n d e n t  p r a c t i c e  t o  e n r o l l  a s  M e d i c a i d  p r o v i d e r s .

A N P ' s  h a v i n g  d i f f e r e n t  d e s i g n a t i o n s ,  s u c h  a s  " g e r i a t r i c "  n u r s e  
p r a c t i t i o n e r s  o r  " w o m e n ' s  h e a l t h  c a r e "  n u r s e  p r a c t i t i o n e r s ,  
a r e  n o t  a l l o w e d  t o  e n r o l l  as M e d i c a i d  p r o v i d e r s  e v e n  t h o u g h  
t h e y  m a y  p r o v i d e  s o m e  o f  t h e  s a m e  s e r v i c e s  as t h o s e  w h o  a r e  
a l l o w e d  t o  e n r o l l .

I n  A l a s k a ,  w h e r e  n u r s i n g  s h o r t a g e s  a b o u n d ,  C S S B  2 1 1  ( F i n a n c e )  
w o u l d  e n c o u r a g e  t h e  i n v o l v e m e n t  o f  m o r e  A N P ' s  i n  h e a l t h  c a r e .  
I t  c o r r e c t s  t h e  c u r r e n t  p r a c t i c e  o f  d i s c r i m i n a t i o n  a g a i n s t  
c e r t a i n  s p e c i a l t y  g r o u p s  w i t h i n  t h e  g e n e r a l  c a t e g o r y  o f  A N P ' s .

I n  m a n y  r u r a l  h e a l t h  c l i n i c s  i n  A l a s k a ,  p h y s i c i a n s  m u s t  b e  
f l o w n  i n  a t  a c o s t  o f  s e v e r a l  t h o u s a n d  d o l l a r s  s o  t h a t  M e d i ­
c a i d  p a t i e n t s  c a n  b e  t r e a t e d .  I f  a l l  A N P ' s  w e r e  a l l o w e d  to 
e n r o l l  a s  M e d i c a i d  p r o v i d e r s ,  t h a t  c o s t  w o u l d  l i k e l y  b e  
r e d u c e d .

C S S B  2 1 1  ( F i n a n c e )  a l s o  p l a c e s  A N P  s e r v i c e s  o n  t h e  p r i o r i t y  

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

T h e  O r g a n i z a t i o n  o f  A l a s k a n  N u r s e  P r a c t i t i o n e r s  a n d  t h e  A l a s k a  
N u r s e s  A s s o c i a t i o n  s u p p o r t  C S S B  2 1 1  ( F i n a n c e ) .

a lc /r fc* * 1 S p o n s o r  <oV-rt7<?
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1 9 9 1  L E G I S L A T I V E  SESSIi^, 7777/----------

(S) Publish Date: ^ / S / ? /
F I S C A L  N O T E

R E Q U E S T :
R e v i s i o n  D a t e :    A f f e c t e d  A g e n c y :  Ak. P e r m . F u n d  C o r p  •

T i t l e : A c t  r e l a t i n g  t o  t r a n s f e r s BRU: Ak. P e r m .  F u n d  C o r p

t o  d i v i d e n d  f u n d

S p o n s o r : R u l e s / G o v . C o m p o n e n t s :  Ak. P e r m . F u n d  C o r p
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HOUSE CS FOR CS FOR SENATE BILL NO. 213 (JUDICIARY)

IN THE LEGISLATURE OF THE STATE OF ALASKA
j|
Ij SEVENTEENTH LEGISLATURE - FIRST SESSION
i

BY TH E HOUSE JUDICIARY COM M ITTEE

i OITered: 
ij Referred:
<.

S ponso rs): SENATE RULES/GOVERNOR
A BILL 

FOR AN ACT ENTITLED
i
I I "An Act relating to State v. Amerada Hess with respect to transfers to the dividend fund;
1

2 and providing for an effective date."

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

4 * Section 1. INTENT, (a) The legislature intends that the issue raised by the defendants’ challenge

5 for cause in State v. Amerada Hess, et al., UU-77-847 Civ. (Superior Court, First Judicial District) be
i
' 6 resolved by the Alaska Supreme Court as quickly as possible so that the trial set for November 4, 1991, 

J 7 is not delayed. The legislature, therefore, respectfully requests the Department of Law to seek immediate 

! 8 review of the superior court ruling, and also requests the Alaska Supreme Court to issue a decision as 

9 soon as possible, if necessary, in advance of a formal opinion.

10 (b) The legislature also requests that the state seek an early decision in this case on whether, in

11 light of Alaska Civil Rule 47(c)(12), a juror must be disqualified, if the juror has no financial interest 

IJ2 in the outcome of the case other than that of a taxpayer or a permanent fund dividend recipient.

Ijl3 (c) It was not the intent of the legislature in enacting AS 22.20.022 to allow the disqualification

14 of a judge, if the judge has no financial interest in the outcome of the case other than that of a taxpayer

v

-1- HCS CSSB 213(Jl!D)
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1 or a permanent fund dividend recipient.

2 * Sec. 2. AS 43.23.045(b) is amended to read:

.3 (b) Notwithstanding AS 37.13.145 [ANY CONTRARY PROVISION OF LAW], each
i
,j4 year the commissioner shall transfer to the dividend fund 50 percent of the income of the Alaska

:|5 permanent fund earned during the fiscal year ending on June 30 of the current year and available

6 for distribution under AS 37.13.140. [HOWEVER, INCOME EARNED ON MONEY

I 7 AWARDED AFTER TRIAL IN STATE V. AMERADA HESS, ET AL., 1JU-77-847 CIV.

;j8 (SUPERIOR COURT, FIRST JUDICIAL DISTRICT) SHALL BE TREATED IN THE SAME

' 9 MANNER AS OTHER INCOME OF THE ALASKA PERMANENT FUND, EXCEPT THAT

10 IT IS NOT AVAILABLE FOR DISTRIBUTION TO THE DIVIDEND FUND, AND SHALL

I I  BE ANNUALLY DEPOSITED INTO THE PRINCIPAL OF THE ALASKA PERMANENT
11
12 FUND.]
i
13 * Sec. 3. AS 43.23.045 is amended by adding a new subsection to read:

14 (e) Notwithstanding (b) of this section, income earned on money awarded in or received

15 as a result of State v. Amerada Hess, et al., 1JU-77-847 Civ. (Superior Court, First Judicial

16 District), including settlement, summary judgment, or adjustment to a royalty-in-kind contract that
■I
17 is tied to the outcome of this case, or interest earned on the money, or on the earnings of the|
18 money shall be treated in the same manner as other income of the Alaska permanent fund, except

19 that it is not available for distribution to the dividend fund, and shall be annually deposited into

20 the principal of the Alaska permanent fund.

21 * Sec. 4. AS 43.23.045(e), enacted by sec. 3 of this Act, is repealed on the day that the revisor of

22 statutes certifies to the legislature that the Alaska Supreme Court has made a final determination that,

23 in the absence of AS 43.23.045(e), added by sec. 3 of this Act, no judge or juror is disqualified from

24 serving as judge or juror solely because the judge or juror may qualify to receive a permanent fund

25 dividend.
i

26 * Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

I
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M E M O R A N D U M

DATE: M arch 29 ,1991

TO: S enato r P a t  Pourchot
Co-Chair, Senate  F inance

FROM: J im  Kelly
R esearch )fficer

SU BJECT: A n a ly s is  o f  S e n a te  B ill  N o. 213

A ttached  are two financial projections p rep a red  by th e  A laska P erm anen t 
F und  C orporation a t  your request.

F in a n c ia l  P r o je c t io n  #1: This is th e  s ta tu s  quo case as of F eb ruary  28, 
1991. I t  provides th e  benchm ark  aga in st w hich to com pare and  con trast 
any  changes to c u rren t law.

F in a n c ia l  P r o je c t io n  #2: This projection depicts th e  im pacts of enacting 
SB 213. The S ta te  C onstitu tion  m anda tes th a t  th e  F u n d  receive a t least 
25 percen t of all royalty-in-kind (RIK) paym en ts received by th e  S ta te . SB 
213 would add th e  stipu la tion  th a t all income e a rn ed  on the  F u n d 's  share  
of th e  RIK  claim s w hich a re  aw arded a fte r  tr ia l in  S ta te  v. A m erada Hess 
forever be excluded from  P erm an en t F u n d  d iv idend calculations and  
in s tead  be deposited to F u n d  principal. F o r th e  purpose  of th is  analysis, it 
is assum ed, in  accordance w ith the  D ep artm en t of Law 's m ost recent 
estim ates, th a t th e  R IK  paym ent will be m ade on J a n u a ry  1, 1992 and 
will to tal $62.5 m illion (25 percent of $250 m illion).

You specifically asked  for a n  analysis w hich reflects th e  positive im pact on 
P e rm an e n t F und  principal of SB 213. Included on th e  following page is a 
c h a rt which provides th a t  inform ation in  tab u la r  form . By the  y ear 2005,



SB 213
M arch 29 ,1991 
Page 2

the difference in principal would to tal $223 m illion w hich is derived from  
the following sources:

* in itia l deposit of $62.5 million;

* subsequent annual deposits of incom e ea rn ed  on th a t  deposit 
to taling  $165 million;

* the  $4.5 million difference betw een $223 m illion an d  $227.5 m illion 
($62.5 m illion plus $165 m illion) is accounted for by th e  increased  
inflation-proofing shortfall in  th e  case of SB 213. I f  there  w ere no 
inflation-proofing shortfalls in  fu tu re  years, th e  positive im pacts on 
principal u n d e r SB 213 would be even greater.

m
Principal 

Status Quo

(in millions of $)

Principal 
SB 213 Difference

91
92
93

195

m r
m
198
: 0

mm
■: 2
1 3

■

10,890 10,890
11,674 11,742 69
12,675 12,754 79
13,757 13,849 92
14,912 15,018 106
16,141 16,262 121
17,386 17,490 105
18,587 18,702 115
19,831 19,957 12-/
21,125 21,264 139
22,465 22,618 153__
23,858 24̂ )26 168
25,300 25,434 185
26,796 26,998 203
28,357 28,580 223



A la sk a  P e rm an e n t F u n d  C o rp o ra tio n
FINANCIAL PROJECTIONS 

(in millions)

as of February 28,1991

GROWTH OF FUND PRINCIPAL

m
S3

96
w!
96
99

IP

m

Dedicated
FY Begin Appro* State Inflation
Balance prlallons Revenues* Proofing

Inflation 
FY End Proofing 
Balance Shortfall

0
54

139
483

1,769
2,969
4,021
4,838
5,741
6,281
7,864
8385
9,173
9̂,894|
10,890 
11,574 
12,675 
13,757 
14,912 
16,141 
17,386 
18,587 
19331 
21,125 
22,465 
23,858 
25,300 
26,796 

Cumuiabveiti 
For FY 1991 -J

900
600
400
300
300

1364

54
84

344
385
400
421
366
368
323
170
418
228
267

231
151
235
216
148
303
360
454

54
139
483

1,769
2369
4,021
4,838
5,741
6381
7364
8385
9,173
9,894

ii&i
228
284
304
311
315
310
307
292
282
266
255
236
221
215

556
718
779
844
914
936
894
952

1,012
1,074
1,139
1,205
1,275
1,347

11374
12375
13,757
14312
16,141
17386
18387
19331
21,125
22,465
23358
25300
26,796
39357

51
168
181
195
209
225
240
2S7
274

REALIZED RATE OF RETURN ASSUMPTIONS:

Nominal Inflation Real
*=Y 91;iii!!ii!iii!li|i 8.50% 5.41% 3.09%
FY92M:i!i:iiiiiji!l 8.50% 5.00% 3.50%
FY 93-Q5::i::;:;i!; 9.00% 6.00% 3.00%

USE OF FUND INCOME

1928

Distributions Reserves
Net

Incoma Dividends
Inflation
Proofing

General
Fund

Add
(Delete)

FY End 
Balance

2 1
8 7

32 12 12
150 28 28 59 59
368 71 71 186 244
471 108 231 110 110 354
530 175 151 203 557
658 217 235 206 763

1,021 303 216 501 1364
1,069 391 148 529 529
789 424 303 62 591
868 460 360 4 44 635
916 487 454 4 (30) 605

481
1321 477 556
1,159 514 718
1347 553 779
1342 598 844
1,441 652 914
1345 707 .. 936
1,653 759 894
1,765 813 952
1382 870 1,012
2303 929 1374
2,129 991 1,139
2360 1354 1305
2,395 1,120 1375
2335 1,189 1347

* SOURCE: Dedicated Slale oil revenue estimates are from the Deparlmenl ol 
Revenue (DOR) Fall 1990 Low-Case Revenue Forecast.
** The FY 86 Earnings Reserve Account end balance was appropriated by 
the legislature to the principal of the Permanent Fund effective July 1,1986.

STATUS QUO



A la sk a  P e rm an en t F u n d  C o rp o ra tio n
FINANCIAL PROJECTIONS 

(in millions)

as of February 28,1991

GROWTH OF FUND PRINCIPAL

Dedicated Inflation
FY Bagln Appro­ State Inflation FYEnd Proofing

FY Balance priations Revenues' Prooflnq Balance Shortfall
;;78 0 54 54
i:39] 54 84 139
iiao 139 344 483
::*1 483 900 385 1,769
183 1,769 800 400 2569
m 2,969 400 421 231 4,021
m 4,021 300 366 151 4,838
m 4,838 300 368 235 5,741
m 5,741 323 216 6581
::87 6581 1,264 ** 170 148 7364
m 7,864 418 303 8365
m 8,585 228 360 9,173
:-90 9,173 267 454 9.694

IB i l l l i i I I  437 ( i l i l H l liU H il
i:92 10,630 65 228 559 11,742
M93 11,742 6 284 722 12,754
m 12,754 7 304 784 13348
:;95 13,849 8 311 850 15318
i!96 15,018 9 315 921 16362
i!B7 16,262 10 310 909 17,490 86
86 17,490 11 307 894 18,702 175

i;99 18,702 12 292 952 19357 189
iiiio 19,957 13 282 1,012 21,264 203
Y:1 21,264 14 266 1,074 22318 219
1*2 22,618 16 255 1,138 24326 235
iji:3 24,026 17 236 1,205 25384 252
i|!|4 25,484 10 221 1,274 20398 270
|i|:5 26,998 21 215 1,346 28580 288

REALIZED RATE OF RETURN ASSUMPTIONS:

Nominal Inflation Real
FY 91::i(iil!|:-|l!iji 8,50% 5.41% 3.09%
FY 92::!:||i|!|iil|!:l 8.50% 5.00% 3.50%
FY 9M5::|:|;|;i:j 9.00% 6.00% 3.00%

USE OF FUND INCOME

Distributions Reserves
Net Inflation General Add FY End

Income Dividends Proofing Fund (Delete) Balance
2 1
8 7

32 12 12
150 28 28 59 59
368 71 71 185 244
471 108 231 110 110 354
530 175 151 203 557
658 217 235 206 763

1,021 303 216 501 1564 M
1,069 391 148 529 529

789 424 303 62 591
868 460 360 4 44 635
916 487 454 4 (30) 605

! i S ! i ! J ! § |! 559 RIK Income S B 8 I III 493
1324 477 559 3 (16) 477
1,165 514 722 6 (76) 400
1,254 553 784 7 (90) 310
1,349 593 850 8 (107) 203
1,450 652 921 9 (132) 72
1554 .707.. . .. 909 10 (72)
1363 759 894 11
1,777 813 952 12
1395 870 1,012 13
2317 929 1,074 14
2,144 991 1,138 16
2376 1354 1305 17
2,413 1,120 1374 19
2556 1,189 1546 21

* SOURCE: Dedicated State oil revenue estimates are from the Dopa/tmenl ot 
Revenue (DOR) Fall 1990 Low-Case Revenue Forecast

"  The FY 86 Earnings Reserve Account end balance was appropriated by 
the legislature to the principal ot the Permanent Fund effective July 1,1986.

SENATE BILL NO. 213

3/28/91



REPLY TO;

WALTER J. HICKEL, GOVERNOR

D E P A R T M E N T  O F  L A W
OFFICE OF THE ATTORNEY GENERAL

□  1031 W  4th A V E N U E  SUITE 200 
A N C H O R A G E ,  ALASKA 99501-1994 
P H O N E : (907 ) 2 7 6 -3 550  
FAX: (9 0 7 ) 2 7 6 -3 697

March 27, 1991

□  K E Y  B A N K  BUILDING
100 C U S H M A N  ST. SUITE 400 
FAIRBANKS, ALASKA 99701-4679 
PH O N E : (9 0 7 ) 4 52-1568 
FAX: (9 0 7 ) 456-1317
RO. B O X  K -  STATE CAPITOL 
JUNEAU, ALASKA 99811-0300 
PH O N E : (9 0 7 )4 6 5 -3 6 0 0  
FAX: (9 0 7 ) 4 6 3 -5 295

The Honorable Pat Pourchot 
Alaska State Senate
Co-Chairman Senate Finance Committee
P. 0. Box V
Juneau, AK 99811-3100

T h i s  l e t t e r  is i n  r e s p o n s e  t o  y o u r  r e q u e s t  t h i s  m o r n i n g
respecting the fiscal impact of SB 213 on the permanent fund 
dividend. The following chart, based on the Al ka Permanent 
Fund Corporation's model for calculation of dividends, sets forth 
the approximate impact on individual dividends, were all of the 
state's RIK claims (which SB 213 would exclude from the dividend 
stream) paid on January 1, 1992.

Re: Requested information
regarding SB 213

Dear Senator Pourchot

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000 
2001 
2002
2003
2004
2005

$ 0 . 00
0.19
1.52
2.79
4.01 
5.19
6.32 
6.55 
6.77 
7.13
7.33 
7.51 
7.69
8 . 01  
8.16

With adoption of SB 213 the 15-year total loss to a 
permanent fund dividend recipient is approximately $79.17, having 
a net present value of $37.65.



T h e  H o n o r a b l e  P a t  P o u r c h o t  
A l a s k a  S t a t e  S e n a t e

M a r c h  27, 1 9 9 1
P a g e  2

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

S i n c e r e l y ,

B M B : t g

C H A R L E S  E. C O L E  
A T T O R N E Y  G E N E R A L

Sruce M. B o t e l h c  
A s s i s t a n t  A t t o r n e y  G e n e r a l
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D O C U M E N T S  W H I C H  H A V E  N O T  B E E N  

F I L M E D  B U T  A R E  A V A I L A B L E  I N  T H E  

O R I G I N A L .  F I L E  I N C L U D E :

 ________________________

_________ A m S  ^ ĉ Q .\V vJ .W A n-fc& sE C ikJ______________________
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SENATE FINANCE CGMMITTEE^REPORT

D A T E :  3 / 1 8 / 9 1 F U R T H E R :

D a t e  o f  5 - D a y  N o t i c e :  3  - 3 0 -  /
(in a c c o r d a n c e  w i t h  U n i f o r m  R u l e  23)

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
*

T r a n s f e r s  t o  t h e  d i v i d e n d  fund/ efd.

D A T E  T U R N E D  
I N T O  O F F I C E :  3
CadJjuJSAj d a lu j

S B  2 1 3

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  
[ ] o r  a d o p t  _____

cs  S £  A H  CPcs
[ ] a t t a c h e d  a m e n d m e n t ( s )

[ ] ________________________________  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

[ ] 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   ___________________________________

[ ] s a m e  t i t l e  
[tS{ n e w  t i t l e  

[ ] t e c h n i c a l  
t i t l e  c h a n g e  

(HB only)

A T T A C H E S  N E W  F I S C A L  N O T E ( S ) : A P P R O V E S  P R E V I O U S :
D e p t / D a t e :

[ ] f i s c a l  n o t e ( s )  ____________________  [ ] f i s c a l  n o t e ( s )
D e p t / D a t e :

r 1 z e r o  f i s c a l  n o t e ( s ) [ ] z e r o  f i s c a l  n o t e ( s )

[ ] a p p r o p r i a t i o n - n o  f i s c a l  n o t e  

S I G N I N G  D O  P A S S : R E C O M M E N D A T I O N S :

1 .
Co-Chairs: Signatures and R e c o m m e n d a t i o n s

Q. i)



S T A T E  O F  A L A S K A  B I L L  V E R S I O N  C S S B  213 (Fi

1 9 9 1  L E G I S L A T I V E  S E S S I O N  P U B L I S H  D A T E ______________

F I S C A L  N O T E

R E Q U E S T :

R e v i s i o n  D a t e :    A f f e c t e d  A g e n c y :  Ak. P e r m . F u n d  C o r p  >,

T i t l e : A c t  r e l a t i n g  t o  t r a n s f e r s BRU: Ak. P e r m . F u n d  C o r p

t o  d i v i d e n d  f u n d

S p o n s o r : R u l e s / G o v . C o m p o n e n t s : Ak. P e r m . F u n d  C o r p

R e q u e s t o r :  S e n a t e  F i n a n c e

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  92 F Y  93 F Y  9 4 F Y  9 5 F Y  96 F Y  97

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 . 0 0 . 0 0 . 0 0.0 0.0 0.0

C A P I T A L

R E V E N U E *

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  

O t h e r  

T O T A L

★

0. 0

o
•

o

0 . 0

o
•

o o
•

o oo

P O S I T I O N S :

F u l l - T i m e

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

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

o n  P . F . D .  a n d  f u t u r e  g r o w t h  o f ^ h e  P^FT) c o r p u s .

S e n a t o r  P a t  P o u r c n o t ,  C o - c h a i r m a n  

S e n a t e  F i n a n c e  C o m m i t t e e

D a t e : 3 - A p r - 9 l

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  

A G E N C Y ( I E S )

P A G E  1 O F 7
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CS FOR SENATE BILL NO. 213 (FINANCE)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

BY T H E  SENATE FINANCE COM M ITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES/GOVERNOR
A BILL 

FOR AN ACT ENTITLED 

"A n Act relating to State v. Amerada Hess with respect to transfers to the dividend fund; 

and providing for an effective date."

BE IT  ENACTED BY TH E LEGISLATURE O F TH E STATE O F ALASKA:

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

(b) Notwithstanding any contrary provision of law, each year the commissioner shall 

transfer to the dividend fund 50 percent o f the income of the Alaska permanent fund earned 

during the fiscal year ending on June 30 of the current year and available for distribution. 

However, income earned on money awarded [AFTER TRIAL] in, o r received as a resu lt of. 

State v. Amerada Hess, et al., 1JU-77-847 Civ. (Superior Court, First Judicial District), including 

settlem ent, sum m ary judgment o r ad justm ent to a rovaltv-in-kind contract th a t is tied to 

the outcom e of this case, o r interest earned on the money, o r on the earnings o f the money 

shall be treated in the same manner as other income of the Alaska permanent fund, except that 

it is not available for distribution to the dividend fund, and shall be annually deposited into the 

principal o f the Alaska permanent fund.

-1-
Nrw •'Vyy "rri” r m i  I DELETED TEXT BRACE ET ED /

C S S B  2J3(FIN)



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

CSSB 213(FIN) -2-
Ncv Tex': 'Jnderlincd [DELETED TEXT BRACKETED]



OFFERED IN THE SENATE 

TO: SB 213

A M E N D M E N T

Page 1, line 1, after "relating to":

Insert "State v. Amerada Hess with respect to"

7-GS0101VU - 
Cook 

03/25/91

BY SENATOR ADAMS

-1-



MRR IB '91 10:48 ALASKA PERM FUND

vC
r0£0§0S2,0ftOTE No. /

S T A T E  O F  A L A S K A '
1991 LEGISLATIVE SESSION

Revision Date: ___________________________
Tills: An A c t r e l a t i n g  to  t r a n s f e r s  to
d iv id e n d  fu n d ; and p r o v id in g  f o r  an
" e r m e i va dace-:

Bill Version: 5 5  .ft 3 / 3  
' (S) Publish Pate: S j i x f e /

/

Department Affected: A la s k a  Perm anent Fund Corp .
BRU: A la s k a  Perm anent Fund C o rp o ra t io n __________
Component: 7/109 ak Perm anent Fund C o rp o ra t io n

Requestor: bv r e q u e s t  o f  th e  G overno r COlVIPONENT SE RIAL NO. 0 1 0  9

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES -0- -0- -0- -0- -0- -0-
TRAVEL -0- -0- -0- -0- -0- -0-
CONTRACTUAL -0- -0- -0- . . tCL ... .. -0- -0-
SUPPLIES -0- -0- -0- -0- -0- -0-
EQUIPMENT -0- -0- -0- -0- -0- -0-
LAND & STRUCTURES -0 - -0- -0- ..... -Q- . - n - - n -  .
GRANTS. CLAIMS -0- -0- -0- -0- -0- -0-
m is c e lla n e o u s -0- -0- -0- -0- -0- -0-
TOTAL OPERATING -0- I . -0- -0- -0- -0- -0-

CAPITAL -0- — 1 0 1 I 0 1 I 0 1 1 0 1 \ 0 1

REVENUE -0- -0- -0- 1c11oi 1 _n-
FUNDING: (Thousands of Dollars)
GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- -o- -0- -0- -0- -0-
OTHER -0- -0- -0- -0- -0- -0-
TOTAL -0- -0- -0- -0- -0- -0-

POSITIONS:
FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME -0- -n- ....... r a - . .- r .. .-0- -o- - n -
TEMPORARY -0- -0- , “ 0- .  -o- .. - 0 - - n -

Estimate of current year impact:. -0 -

^i?Date:
Prepared By: Jim  K e l l y ,  R e sea rch  a I . la i s o n  O f f i c e r  Phone:
Division: A la s k a  Perm anen t Fund C^pop^W rm  S? ^  - —
Approved by Commissioner: ^
Agency: A la sk a  Perm anent Fund n n m r a H n n _____________________

1 9 07) 4p 5 -2 Q47

Date: - V 1f l/RI

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Rev 10/90 1Page of
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Alaska Permanent Fund Corporation
P.O. Box 4-1000 Juneau, A laska 99802-4100 

(907) 465-2047
11 '1

M E M O R A N D U M

DATE: March 29, 1991

TO: Senator Pat Pourchot
Co-Chair, Senate Finance

FROM: Jim  Kelly
Research )fficer

SUBJECT: Analysis o f Senate B ill No. 213

Attached are two financial projections prepared by the A laska Permanent 
Fund Corporation at your request.

F in an c ia l P ro jection  #1: This is the sta tu s quo case as of February 28, 
1991. I t  provides the benchmark against which to compare and contrast 
any changes to current law.

F in an c ia l P ro jection  #2: This projection depicts the impacts of enacting 
SB 213. The State Constitution mandates that the Fund receive at least 
25 percent of a ll royalty-in-kind (RIK) payments received by the State. SB 
213 would add the stipu lation that a ll income earned on the Fund's share 
of the R IK  claims which are awarded after tr ia l in  State v. Amerada Hess 
forever be excluded from Permanent Fund dividend calculations and 
instead be deposited to Fund principal. For the purpose of th is ana lysis , it 
is assumed, in accordance w ith the Department of Law's most recent 
estimates, that the R IK  payment w ill be made on January 1, 1932 and 
w ill total $62.5 m illion (25 percent of $250 million).

You specifically asked for an analysis which reflects the positive impact on 
Permanent Fund principal of SB 213. Inc luded on the following page is a 
chart which provides that information in tabu la r form. By the year 2005,



SB 213
March 29, 1991 
Page 2

the difference in principal would to ta l $223 m illion which is derived from 
the following sources:

* in it ia l deposit of $62.5 m illion;

* subsequent annual deposits of income earned on that deposit 
to ta ling $165 m illion;

* the $4.5 m illion difference between $223 m illion and $227.5 m illion 
($62.5 m illion p lus $165 million) is accounted for by the increased 
inflation-px oofing shortfa ll in  the case of SB 213. I f  there were no 
inflation-proofing shortfa lls in  fu ture years, the positive impacts on 
principal under SB 213 would be even greater.

FY
Principal 

Status Quo

(in millions of $)

Principal 
SB 213 Difference

91
92
93

194
195
96

i-JZ,|98
99

10,890 10,890
11,674 11,742 69
12,675 12,754 79
13,757 13,849 92
14,912 15,018 106
16,141 16,262 121
17,386 17,490 105
18,587 18,702 115
19,831 19,957 127
21,125 21,264 139
22,465 22,618 153___
23,858 24,026 168
25,300 25,484 185
26,795 26,998 203
28,357 28,580 223



A laska  P erm anen t F u n d  Corporation
. FINANCIAL PROJECTIONS 

(in millions)

as of February 28,1991

G RO W TH O F F U N D  P R IN C IP A L

Dedicated Inflation
FY Begin Appro­ State Inflation FYEnd Proofing

:FY Balance priations Revenues* Proofinq Balance Shortfallm 0 54 54
•179 54 84 139
i:80 139 344 483
1:81 483 900 385 1,769
i;82 1,769 800 400 2,969
i:83 2,969 400 *i21 231 4,021
HB4 4,021 300 316 151 4,838
::B5 4,838 300 360 235 5,741
::86 5,741 323 216 6,281
1187 6,281 1,264 “ 170 148 7,864
1:88 7,864 418 303 8,585
i|B9 8,585 228 360 9,173
1:90 9,173 267 454 9,094

B 9,894 1 1 1 ! I S ! ! ! ! ! m i
1192 10,890 228 556 11,674
i;93 11,674 284 718 12,675
;:94 12,675 304 779 13,757
j:85 13,757 311 844 14,912
::96 14,912 315 914 16,141
:97 16,141 310 936 17,386 51
;;98 17,386 307 894 18,587 168
::99 18,587 292 952 19,831 181
;|;i0 19,831 282 1,012 21,125 195
iiiil 21,125 266 1,074 22,465 209
iii;2 22,465 255 1,139 23,858 225
:;::0 23,858 236 1,205 25,300 240
|!j:4 25,300 221 1,275 26,796 257
||::S 26,796 215 1,347 28,357 274
cumulative Jotals Projected
For FY.1991 • 200S :::ii|iiiii 3,824 14 202 1,739-

REALIZED RATE OF RETURN ASSUMPTIONS:

Nominal Inflation Real
FY 91S!l:|::!:|!|i|!|! 8.50% 5.41% 3.09%

8.50% 5.00% 3.50%
FY 93-05::>::::;:: 9.00% 6.00% 3.00%

STATUS QUO

USE O F F U N D  IN C O M E

D is t r ib u t io n s  R ese rves
Net

Income Dividends
Inflation
Proofinq

General
Fund

Add
(Delote)

FY End 
Balance 1

2 1
8 7

32 12 12 T,
150 28 28 59 59
368 71 71 185 244
471 108 231 110 110 354 i !
530 175 151 203 557 jj
658 217 235 206 763 n

1,021 303 216 501 1,264 " 1
1,069 391 148 529 529 i

789 424 303 62 591 n
868 460 360 4 44 635 n
916 487 454 4 (30) 605 . (

( I I I S I S 481 l l l i m i H I S <
1,021 477 556 113) 480 . i
1,159 514 718 (72) 408 i
1,247 553 779 (85) 323 i
1,342 598 844 (101) 222 i
1,441 652 914 (125) 98 • cV
1,545 707 936 (98) 71 : *
1,653 759 894 71
1,765 813 952 i
1,882 870 1,012
2,003 929 1,074
2,129 991 1,139 "T7
2,260 1,054 1,205
2,395 1,120 1,275
2,535 1,189 1,347 *T

i W i f i l j 11708 I B i ®
iBjijijjijiji-ijjj liiii

• SOURCE: Dedicaled Stale oil revenue estimates are from the Dopa/lment ol 
Revenue (DOR) Fall 1990 Lovv-Case Revenue Forecast.

** The FY 86 Earnings Reserve Account end balance was appropriated by 
the legislature to the principal of the Permanent Fund elfoctivo July 1,1906.

3/28/91



A la sk a  P e rm an e n t  F u n d  C o rpo ra t io n
FINANCIAL PROJECTIONS 

(in millions)
as of February 28,1991

G R O W TH  OF F U N D  P R IN C IP A L

Dedicated Inflation
FY Begin Appro­ State Inflation FY End Proofing

:FY Balance priations Revenues* Proofinq Balance Shortfallm 0 54 54
!!79 54 84 139
;iao 139 344 483
1:81 483 900 385 1,769
i;82 1,769 800 400 2,969
H83 2,969 400 421 231 4,021
i:84 4,021 300 366 151 4,838
;:B5 4,838 300 368 235 5,741
::8S 5,741 323 216 6,281
H87 6,281 1,264 170 148 7,864
i!C8 7,664 418 303 8,585
M89 8,585 228 360 9,173
i:90 9,173 267 454 9,894
| l U l i i i I S ! ! m i l i l i l l i i l i i s i
;:92 10,890 65 228 559 11,742
1193 11,742 6 284 722 12,754
i;94 12.7S4 7 304 704 13,849
1:95 13,649 8 311 850 15,018
i;96 15,018 9 315 921 16,262m 16,262 10 310 909 17,490 86m 17,490 11 307 894 18,702 175
::99 18,702 12 292 952 19,957 189
i=liO 19,957 13 282 1,012 21,264 203
1=1:1 21,264 14 266 1,074 22,618 219
iji:2 22,618 16 255 1,138 24,026 235
;i;:3 24,026 17 236 1,205 25,484 252
!!i;4 25,484 19 221 1,274 26,998 270
j:j;5 26,998 21 215 1,346 28,580 288
Cumulative Totals Projected
FY 1991 > 2005: 3,824 HI: I!ji14jf98! liiiiiliiiiiiiiiiiiii t,916

REALIZED RATE OF RETURN ASSUMPTIONS:

Nominal Inflation Real
FY 91 8.50% 5.41% 3.09%
FY 92:'i:i:|j:jjj:!j:i 8.50% 5.00% 3.50%
FY 93-05::: i:::- 9.00% 6.00% 3.00%

SENATE BILL NO. 213

USE O F FU N D  IN C O M E  

D is t r ib u t io n s  R ese rves
Net

Income Dividends
Inflation
Proofinq

General
Fund

Add
(Delete)

FY End 
Balance r-

2 1
8 7 ;•

32 12 12
150 28 28 59 59
368 71 71 185 244
471 108 231 110 110 354
530 175 151 203 557
658 217 235 206 763

1,021 303 216 501 1,264 "
1,069 391 148 529 529
789 424 303 62 591
868 460 360 4 44 635
916 487 454 4 (30) 605
928 i l l ! M i l Rlldncomeii i l l i H P ! {

1,024 477 559 3 (16) 477
1,165 514 722 6 (76) 400
1,254 553 784 7 (90) 310
1,349 593 850 3 (107) 203
1,450 652 921 9 (132) 72
1,554 -.707 909 10 (72)
1,663 759 894 11
1,777 813 952 12
1,895 670 1,012 13
2,017 929 1,074 14
2,144 991 1,138 16
2,276 1,054 1,205 17
2,413 1,120 1,274 19
2,556 1,189 1,346 21

I I I i l i l l l l B ® ! 14,198 165 !|i

* SOURCE: Dedicated Stale oil rovonuo estimates ore from the Dopartmont of 
Revenue (DOR) Fall 1990 Low-Caso Rovonuo Forecast.

** The FY 86 Earnings Roservo Account end balance was appropriated by 
the legislature to the principal of the Permanent Fund effective July 1,1986.
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REPLY TO:

WA'.TER J. HICKEL, GOVERNOR

D E P A R T M E N T  O F  L A W □  1031 W 4th AVENUE SUITE203 
ANCHORAGE, ALASKA 99'j01-1994 
PHONE: (907) 276-3550 
FAX: (907) 276-3697OFFICE OF THE ATTORNEY GENERAL

□  KEY BANK BUILDING
100 CUSHMAN ST. SUITE 400 
FAIRBANKS, ALASKA 99701-4679 
PHONE: (907)452-1568 
FAX: (907)456-1317

M a r c h  27, 1 9 9 1

0 ^P.O. BOX K -P.O. BOX K -  STATE CAPITOL 
JUNEAU, ALASKA 99811-0300 
PHONE: (907)465-3600 
FAX: (907) 463-5295

T h e  H o n o r a b l e  P a t  P o u r c h o t  
A l a s k a  S t a t e  S e n a t e

C o - C h a i r m a n  S e n a t e  F i n a n c e  C o m m i t t e e  
P. 0. B o x  V

J u n e a u ,  A K  9 9 8 1 1 - 3 1 0 0

T h i s  l e t t e r  is i n  r e s p o n s e  t o  y o u r  r e q u e s t  t h i s  m o r n i n g
r e s p e c t i n g  t h e  f i s c a l  i m p a c t  o f  S B  2 1 3  o n  t h e  p e r m a n e n t  f u n d  
d i v i d e n d .  T h e  f o l l o w i n g  c h a r t ,  b a s e d  o n  t h e  A l a s k a  P e r m a n e n t  
F u n d  C o r p o r a t i o n ' s  m o d e l  f o r  c a l c u l a t i o n  o f  d i v i d e n d s ,  s e t s  f o r t h  
t h e  a p p r o x i m a t e  i m p a c t  o n  i n d i v i d u a l  d i v i d e n d s ,  w e r e  a l l  o f  t h e  
s t a t e ' s  R I K  c l a i m s  ( w h i c h  S B  2 1 3  w o u l d  e x c l u d e  f r o m  t h e  d i v i d e n d  
s t r e a m )  p a i d  o n  J a n u a r y  1, 1992.

Re: R e q u e s t e d  i n f o r m a t i o n
r e g a r d i n g  S B  2 1 3

D e a r  S e n a t o r  P o u r c h o t

1 9 9 1
1 9 9 2
19 9 3
19 9 4
1 9 9 5
1 9 9 6
1997

19 9 8

1999
2000  
2001 
2002
2 0 0 3
2 0 0 4

2 0 0 5

$ 0 . 0 0
0 . 1 9
1 . 5 2
2 . 7 9
4 . 0 1  

5 . 1 9
6 . 3 2  

6 . 5 5  
6 . 7 7  

7 . 1 3
7 . 3 3  
7 . 5 1  
7 . 6 9

8 . 0 1  
8 . 1 6

W i t h  a d o p t i o n  o f  S B  2 1 3  t h e  1 5 - y e a r  t o t a l  l o s s  t o  a 
p e r m a n e n t  f u n d  d i v i d e n d  r e c i p i e n t  is a p p r o x i m a t e l y  $ 7 9 . 1 7 ,  h a v i n g  
a n e t  p r e s e n t  v a l u e  o f  $ 3 7 . 6 5 .



T h e  H o n o r a b l e  P a t  P o u r c h o t  
A l a s k a  S t a t e  S e n a t e

March 27, 1991
Page 2

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

S i n c e r e l y ,

C H A R L E S  E. C O L E  
A T T O R N E Y  G E N E R A L

A s s i s t a n t  A t t o r n e y  G e n e r a l
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C A P T A I N C H A P T E RC O O K
ar affiliate of

T h e  R e t i r e d  O f f i c e r s  A s s o c i a t i o n  

P.O. B O X  772 
E l m e n d o r f  A F B , A l a s k a  9 9 5 0 6 - 0 7 7 2

24 M a r c h  1991

T h e  H o n o r a b l e  J a y  K o r c t u l a  
C o - C h a i r m a n

S e n a t e  F i n a n c e  C o m m i t t e e
P . O .  B o x  V
J u n e a u ,  A l a s k a  S 9 8 1 1

D e a r  S e n a t o r  K e r t t u l a ,

T h e  m e m b e r s  of t h e  C a p t a i n  C o o k  C h a p t e r  of T h e  R e t i r e d  

O f f i c e r s  A s s o c i a t i o n  (TROA) w o u l d  l i k e  t o  t a k e  th i s  
o p p o r t u n i t y  to t h a n k  y o u  f o r  y o u r  c o n t i n u i n g  f i n e  w o r k  in 
s u p p o r t  o f  v e t e r a n s  n e e d s .  In p a r t i c u l a r ,  w e  w o u l d  l i k e  to 
t h a n k  y o u  f o r  s p o n s o r i n g  S e n a t e  B i l l s  44 a n d  45.

T h e  R e t i r e d  O f f i c e r s  A s s o c i a t i o n  is a n a t i o n a l  o r g a n i z a t i o n  
c o m p r i s e d  of r e t i r e d  m e m b e r s  of t h e  o f f i c e r  c o r p s  f r o m  t h e  
s e v e n  u n i f o r m e d  s e r v i c e s  of t h e  U n i t e d  S t a t e s  (Army, N a v y .  
A i r  F o r c e ,  M a r i n e  C o r p s ,  C o a s t  G u a r d ,  N O A A  a n d  N H S ). T h e r e  

a r e  n e a r l y  a h a l f  m i l l i o n  m e m b e r s  n a t i o n a l l y  a n d  s o m e  400 in
A l a s k a .  T h e  C a p t a i n  C o o k  CliapLci is Llie s i n y l e  T R O A  c h a p t e r
in t h e  s t a t e .  T h o s e  T R O A  m e m b e r s  w h o  a r e  n o t  t r u l y  r e t i r e d  

i n c l u d e  a l a r g e  n u m b e r  of m a n a g e r s  a n d  p r o f e s s i o n a l s  w o r k i n g  
a t  s e c o n d  c a r e e r s .  W e  h a v e  in o u r  c h a p t e r  m e n  a n d  w o m e n  w h o  
f i l l  p o s i t i o n s  in t h e  c o m m u n i t y  v a r y i n g  f r o m  D e a n s  of 
C o l l e g e s  t o  E n g i n e e r s  a n d  D o c t o r s .

T R O A  m e m b e r s  a r e  o n l y  t h e  t i p  of t h e  i c e b e r g ,  h o w e v e r .  
R e c o r d s  s h o w  5 0 0 0  p l u s  D o D  r e t i r e e s  in A l a s k a  w i t h  
a p p r o x i m a t e l y  300 l i s t e d  ac d i s a b l e d .  Y o u r  r e c o r d s  s h o w  
b e t w e e n  63 a n d  73 t h o u s a n d  t o t a l  v e t e r a n s  in t h e  s t a t e  
r e t i r e d  a n d  s i m p l y  s e p a r a t e d .  T h a t  is a s i z a b l e  c l i e n t e l e  
n o  m a t t e r  h o w  it is c l a s s i f i e d .

T h e  R e t i r e d  O f f i c e r s  A s s o c i a t i o n  s e r v e s  t h e  n e e d s  of o u r  
m p m h p n :  in a v a r i e t y  of w a y s .  TP.OA a c t s  in p o l i t i c a l
s u p p o r t  o r  o p p o s i t i o n  to i s s u e s  of c o n c e r n  on b o t h  t h e  

n a t i o n a l  a n d  s t a t e  l e v e l s .  In t h e  p a s t ,  w e  h a v e  b e e n  m o r e  
a c t i v e  a t  t h e  n a t i o n a l  l e v e l  t h a n  h e r e  in A l a s k a .  T h e  

p r o p o s e d  v e t e r a n ' s  h o m e  in S B  44 a n d  45 is a p r o j e c t  w h i c h  
t h e  C a p t a i n  C o o k  C h a p t e r  h a s  h a d  a s  a l o n g  t e r m  o b j e c t i v e  
s i n c e  its i n c e p t i o n .  W e  r e c o g n i z e  t h e  g r e a t  n e e d  f o r  an 
e x t e n d e d  c a r e  f a c i l i t y  in A l a s k a  f o r  v e t e r a n s .

■ESVICI TO coomi AJTD OCX MDCBCM 
MonuUy Haipaalna it iMiutnca - Uuipw and KtOloara tupplmau it taplopnnt Mnlm ti Patinam« Maloa 
and U alatam  ■ i aumrlvor julalalatratlva laalataaoa tarrloa <■**«\ 11 rlnajvclal tarrlova II trawl Parvlaa
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A t  o u r  b i - m o n t h l y  m e e t i n g  h e l d  l a s t  S a t u r d a y ,  S B  44 a n d  45
w e r e  d i s c u s s e d .  T h e  m e m b e r s h i p  p r e s e n t  v o t e d  u n a n i m o u s l y  t o

s u p p o r t  t h e  p a s s a g e  of b o t h  b i l l s .  F u r t h e r ,  I w a s  d i r e c t e d  
to m a k e  t h a t  s u p p o r t  a m a t t e r  of r e c o r d  t h r o u g h  t h i s  l e t t e r .

A l a s k a n  V e t e r a n s  h a v e  a l w a y s  h a d  t o  g o  " o u t s i d e "  f o r  c a r e  in
t h e i r  d e c l i n i n g  y e a r s  a n d  w h e n  t h e y  w e r e  in ill h e a l t h .  As 
h a s  b e e n  n o t e d  in c o r r e s p o n d e n c e  p r o v i d e d  b y  y o u r  o f f i c e  on 

t h e  s u b j e c t ,  t h e  90 d a y  l i m i t a t i o n  i m p o s e d  b y  t h e  V A  
p r e c l u d e s  r.he l o n g  t e r m  c a r e  w h i c h  is o f t e n  n e e d e d .  T h e r e  
w e l l  m a y  b e  u n u s e d  b e d s  a v a i l a b l e  in s t a t e  h e a l t h  c a r e
f a c i l i t i e s  a s  n o t e d  b y  t h o s e  o b j e c L i n y  t o  t h e  b i l l s .  T h e

p r o b l e m  is t h e  c o s t  of t h e s e  f a c i l i t i e s  if, in f a c t ,  b e d s  do
e x i s t  in t h e  q u a n t i t i e s  n e c e s s a r y  to s o l v e  t h e  p r o b l e m  of 

v e t e r a n s  in n e e d .  W h e n  w e  w e r e  l o o k i n g  i n t o  t h e  p r o b l e m  
a c t i v e l y  l a s t  y e a r ,  it b e c a m e  a p p a r e n t  t h a t  e v e n  o n  t h e  
r e t i r e d  p a y  of 0 - 5 ' s a n d  0 - 6 's ( L T C O L  a n d  C O L )  w e  c o u l d  n o t  

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

It h a s  b e e n  s u g g e s t e d  t h a t  it m i g h t  b e  p o s s i b l e  to g e t  
a d d i t i o n a l  s u p p o r t  f r o m  t h e  V A  f o r  h o m e  c a r e  o r  m o r e  f u n d s  

f o r  c o m m u n i t y  s e r v i c e  p r o g r a m s .  R e t i r e d  L T C O L  W e b s t e r ,  o u r  
c h a p t e r  p r e s i d e n t ,  j u s t  r e t u r n e d  f r o m  a N a t i o n a l  T R O A  

C o n f e r e n c e  in W a s h i n g t o n .  L o n g  t e r m  c a r e  f a c i l i t i e s  w e r e  
n o t  d i s c u s s e d ,  p e r  se, b u t  t h e  g e n e r a l  t e n o r  of c o m m e n t a r y  
f r o m  o u r  T R O A  r e p r e s e n t a t i v e s  w h o  w o r k  d i r e c t l y  w i t h  t h e  
p e o p l e  o n  t h e  h i l l  is t h a t  a n y  e x t e n s i o n s  in v e t e r a n s  c a r e  
a r e  v e r y  u n l i k e l y .  In f a c t ,  w e  a r e  t r y i n g  t o  h o l d  t h e  l i n e  
on w h a t  w e  h a v e ,  n a t i o n a l l y .  T h e  p o s i t i o n  v e  a r e  t a k i n g  
n a t i o n a l l y  is t h a t  w e  w i l l  p a y  o u r  w a y ,  b u t  d o n ' t  a s k  f o r

m o r e  t h a n  o u r  s h a r e .  C O L A  is a c a s e  in p o i n t  w h i c h  h a s  b e e n

a d d r e s s e d  in A l a s k a  S e n a t e  J o i n t  R e s o l u t i o n  15 t h i s  s e s s i o n .

T h e  s i n g l e  l a r g e s t  i t e m  in t h e  f e d e r a l  b u d g e t  is d e b t  

s e r v i c e  - i n t e r e s t  o n  e x i s t i n g  l o a n s .  U n d e r  t h e s e  
c o n d i t i o n s ,  e x t e n d e d  c a r e  f o r  v e t e r a n s  is a t  b e s t  u n l i k e l y .  
F u r t h e r ,  I u n d e r s t a n d  t h a t  if h o m e  c a r e  is e x p a n d e d ,  it 

w o u l d  h a v e  to be e x p a n d e d  in 22 o t h e r  s t a t e s  to r e m a i n  

e q u a t a b l e .  T h i s  s i m p l y  is n o t  g o i n g  t o  h a p p e n .

T h e  o n e  t h i n g  w h i c h  w e  s e e  as n o t  b e i n g  a d d r e s s e d  in t h e
p r o p o s a l  o u t l i n e  s u p p l i e d  b y  y o u r  s t a f f  is t h e  p r o b l e m  of 
s p o u s e s .  If t h e  v e t e r a n  o c c u p y i n g  a r e s i d e n t i a l  o r  n u r s i n g  
o e a  in o n e  n o m e  n a s  a s u r v i v i n g  s p o u s e ,  w i n  ne o r  s n e  De 

a b l e  to s h a r e  t h e  f a c i l i t y ?  V e r y  o f t e n  t h e  p r e s e n c e  of a 
s p o u s e  o r  h e r  o r  h i s  a b s e n c e  w i l l  m a k e  t h e  d i f f e r e n c e  

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

p r o v i s i o n s  f o r  s p o u s e s  i n c l u d e d .



W e  h a v e  no p r o b l e m s  w i t h  t h e  v e t e r a n  p a v i n g  h i s  o r  h e r  o w n  

w a y ,  s u b j e c t  to a v a i l a b i l i t y  of r e s o u r c e s .  G i v e n  t h e  
s p e c i f i c  a v a i l a b i l i t y  of t o t a l  r e s o u r c e  vs need, i n d i v i d u a l  
p a y m e n t s  c a n  a n d  s h o u l d  b e  m a d e .  T h i s  a r e a  n e e d s  
c l a r i f i c a t i o n  in e i t h e r  b i l l  o r  r e g u l a t i o n ,  h o w e v e r .

T R O A  m e m b e r s  w h i l e  on a c t i v e  d u t y  w e r e  p r o f e s s i o n a l s .  W e  
s e r v e d  as / o u r  r e g u l a r  f o r c e s  a n d ,  in w a r t i m e ,  v e r y  o f t e n  

b o u g h t  t h e  t i m e  n e c e s s a r y  f o r  t h e  n a t i o n  t o  g e a r  up. F o r  
t h i s  w e  r e c e i v e  a p e n s i o n .  O u r  s i t u a t i o n  is no d i f f e r e n t ,  
h o w e v e r ,  f r o m  t h e  V i e t N a m  e x - d r a f t e e  w i t h  t w o  y e a r s  a c t i v e  
d u t y  in T h e  S a i n t  F r a n c i s  S h e l t e r  in A n c h o r a g e ,  w h e n  e i t h e r  
of us is ill, o l u  o r  j u s t  b e y o n d  o u r  c a p a b i l i t y  to c o p e .

W e  p a i d  o u r  d u e s .  W e  t h a n k  y o u  a n d  l i k e - m i n d e d  l e g i s l a t o r s  
f o r  y o u r  s u p p o r t  in p l a n n i n g  a v e t e r a n s  h o m e  - a h a v e n  f o r  
t h o s e  le s s  f o r t u n a t e  t h a n  w e  - w h o  a l s o  p a i d  th,?ir d u e s .

I h a v e  c o p i e d  t h i s  l e t t e r  to all m e m b e r s  of t h e  S t a t e  S e n a t e  

a n d ,  o n  b e h a l f  of a l l  A l a s k a  V e t e r a n s ,  a n d  A l a s k a n  m e m b e r s
n f T'Oni aolc t-'nat- 44 snci 45 bo c u p p o r t o d  in o o m m i t t o o  and.
p a s s e d  on t h e  f l o o r .

P.W. B e n e d i k t s s o n  
C D R  U S N  R e t

C h a i r m a n  L e g i s l a t i v e  C o m m i t t e e

cc: M e m b e r s  of T h e  A l a s k a  S e n a t e

S t a t e  D i r e c t o r  of V e t e r a n s  A f f a i r s
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T h e  H o n o r a b l e  R i c h a r d  I. E l i a s o n  
P r e s i d e n t  o f  t h e  S e n a t e  

P . O .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  P r e s i d e n t  E l i a s o n :

U n d e r  t h e  a u t h o r i t y  o f  A r t i c l e  III, s e c t i o n  18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  t r a n s f e r s  t o  
t h e  p e r m a n e n t  f u n d

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

N o r t h  S l o p e  R o y a l t y  c a s e  f r o m  e n t e r i n g  t h e  p e r m a n e n t  f u n d  
d i v i d e n d  s t r e a m .  T h i s  m e a s u r e  is n e c e s s i t a t e d  b y  a c o u r t  r u l i n g  
t h a t  t h e  c u r r e n t  s t a t u t e ,  A S  4 3 . 2 3 . 0 4 5 ( b ) ,  d o e s  n o t  s u f f i c i e n t l y  
e l i m i n a t e  t h e  r i s k  o f  u n c o n s t i t u t i o n a l  b i a s .  F a i l u r e  t o  
e l i m i n a t e  it w o u l d  r e q u i r e  A l a s k a  c o u r t s  t o  b e  d i s q u a l i f i e d  f r o m  
h e a r i n g  t h e  N o r t h  S l o p e  R o y a l t y  c a s e  ( m o r e  p o p u l a r l y  k n o w n  a s  t h e  
A m e r a d a  H e s s  c a s e ) .

T h i s  i s s u e  w a s  f i r s t  r a i s e d  i n  1 9 8 7  w h e n  t h r e e  o i l  c o m p a n y  
d e f e n d a n t s  f i l e d  a l a w s u i t  i n  f e d e r a l  d i s t r i c t  c o u r t  t o  e n j o i n  
t h e  A m e r a d a  H e s s  c a s e  f r o m  p r o c e e d i n g  t o  t r i a l  i n  a n y  c o u r t  i n  
A l a s k a .  T h e y  c l a i m e d  t h a t  t h e y  c o u l d  n o t  r e c e i v e  a f a i r  t r i a l  i n  
A l a s k a  b e c a u s e  e v e r y  j u d g e  a n d  j u r o r  h a d  a f i n a n c i a l  i n t e r e s t  i n  
t h e  o u t c o m e  o f  t h e  c a s e  b y  r e a s o n  o f  t h e i r  r e s p e c t i v e  a n n u a l  

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

J.n J u n e ,  198 8 ,  t h e  f e d e r a l  d i s t r i c t  c o u r t  d i s m i s s e d  t h e  a c t i o n ,  
r u l i n g  t h a t  t h e  d u e  p r o c e s s  i s s u e  m u s t  b e  a d d r e s s e d  i n  t h e  s t a t e  
c o u r t  b e f o r e  i t  m a y  b e  a s s e r t e d  i n  t h e  f e d e r a l  c o u r t .  T h e  
c o m p a n i e s  a p p e a l e d .  A t  o r a l  a r g u m e n t  i n  M a r c h ,  1 9 8 9  t h e  N i n t h  
C i r c u i t  C o u r t  o f  A p p e a l s  e n c o u r a g e d  t h e  p a r t i e s  t o  s e e k  a 
l e g i s l a t i v e  s o l u t i o n .  G o v e r n o r  C o w p e r  i m m e d i a t e l y  s o u g h t  
c o r r e c t i v e  l e g i s l a t i o n ,  u l t i m a t e l y  a d o p t e d  a s  ch. 38, S L A  1 9 8 9 ,  
a n d  s i g n e d  i n t o  l a w  o n  M a y  12, 1 9 8 9 .  i t  p r o v i d e d  t h a t :



c c

T h e  H o n o r a b l e  R i c h a r d  E l i a s o n 2

i n c o m e  e a r n e d  o n  m o n e y  a w a r d e d  a f t e r  t r i a l  in 
S t a t e  v. A m e r a d a  H e s s ,  e t  a l . ,  1 J U - 7 7 - 8 4 7  C i v .  
( S u p e r i o r  C o u r t ,  F i r s t  J u d i c i a l  D i s t r i c t )  s h a l l  b e  
t r e a t e d  i n  t h e  s a m e  m a n n e r  as o t h e r  i n c o m e  o f  t h e  
A l a s k a  p e r m a n e n t  fun d ,  e x c e p t  t h a t  i t  is n o t  
a v a i l a b l e  f o r  d i s t r i b u t i o n  t o  t h e  f u n d ,  a n d  s h a l l  
b e  a n n u a l l y  d e p o s i t e d  i n t o  t h e  p r i n c i p a l  o f  t h e  
A l a s k a  p e r m a n e n t  fund.

I n d e p e n d e n t l y ,  o n  A p r i l  12, 1989, t h e  N i n t h  C i r c u i t  a f f i r m e d  t h e  
d i s t r i c t  c o u r t ' s  d i s p o s i t i o n  o f  t h e  m a t t e r ,  r e q u i r i n g  t h e  o i l  
c o m p a n i e s  t o  r a i s e  t h e  i s s u e  o f  d i s q u a l i f i c a t i o n  i n  t h e  s t a t e  
s u p e r i o r  c o u r t .  T h e  c o m p a n i e s  s o u g h t  f u r t h e r  r e v i e w  b y  t h e  
U n i t e d  S t a t e s  S u p r e m e  C o u r t ,  b u t  t h e i r  p e t i t i o n  w a s  d e n i e d .

F i n a l l y ,  l a s t  O c t o b e r  t h e  c o m p a n i e s  f i l e d  t h e  l o n g  a w a i t e d  m o t i o n  
t o  d i s q u a l i f y  t h e  A l a s k a  c o u r t s .  O r a l  a r g u m e n t s  w e r e  h e a r d  o n  
F e b r u a r y  21. O n  M a r c h  14, J u d g e  C a r p e n e t i  i s s u e d  h i s  r u l i n g  i n  
w h i c h  h e  h e l d  t h a t  A S  4 3 . 2 3 . 0 4 5 ( b )  r e m o v e s  m o s t ,  b u t  n o t  a l l ,  of 

t h e  s o u r c e s  of r e v e n u e  f l o w i n g  t o  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
f u n d  t h a t  c r e a t e s  t h e  b i a s .  H e  a l s o  f o u n d ,  h o w e v e r ,  t h a t  t h e  
s t a t u t e  f a i l e d  t o  p r e v e n t  a d d i t i o n a l  m o n i e s  f r o m  g o i n g  t o  t h e  
f u n d  a s  a r e s u l t  o f  t h e  s o - c a l l e d  A m e r a d a  H e s s  p r i c e  a d j u s t m e n t  

c l a u s e s  i n  r o y a l t y - i n - k i n d  (RIK) c o n t r a c t s .  A c c o r d i n g  t o  J u d g e  
C a r p e n e t i ,  t h i s  f a i l u r e  t o  d e a l  w i t h  R I K  r e c o v e r i e s  w o u l d  r e q u i r e  
t h e  A l a s k a  c o u r t  t o  d i s q u a l i f y  i t s e l f .  T h e  c o u r t  c o n c l u d e d :

T h e  c o u r t ' s  d e c i s i o n  w i l l  b e c o m e  f i n a l ,  u n l e s s ,  
w i t h i n  75 d a y s  o f  t h e  d a t e  o f  t h i s  o r d e r ,  t h e  
l e g i s l a t u r e  e n a c t s  c u r a t i v e  l e g i s l a t i o n ;  t h a t  is, 
l e g i s l a t i o n  w h i c h  c l e a r l y  a n d  e x p l i c i t l y  p r e c l u d e s  

A l a s k a  P e r m a n e n t  F u n d  m o n i e s  r e a l i z e d  b y  t h e  s t a t e  
a s  a r e s u l t  of " A m e r a d a  H e s s  c o n t r a c t  a d j u s t m e n t s "  
i n  R I K  c o n t r a c t s ,  o r  i n t e r e s t  e a r n e d  o n  s u c h  
m o n i e s ,  o r  o n  t h e  e a r n i n g s  o f  s u c h  m o n i e s ,  f r o m  
b e i n g  p l a c e d  i n  t h e  d i v i d e n d  f u nd.

T h e  a t t a c h e d  b i l l  s p e c i f i c a l l y  a d d r e s s e s  J u d g e  C a r p e n e t i ' s  r u l i n g  
r e s p e c t i n g  t h e  R I K  a d j u s t m e n t s ,  b u t  a l s o  a f f i r m s  t h e  b r e a d t h  o f  
c o v e r a g e  J u d g e  C a r p e n e t i  e x p l i c i t l y  f o u n d  a l r e a d y  e x i s t e d  in 

A S  4 3 . 2 3 . 0 4 5 ( b ) ,  t h u s  e l i m i n a t i n g  a p o t e n t i a l  a p p e a l  b y  t h e  . 
c o m p a n i e s .  E a r l y  a c t i o n  o n  t h i s  b i l l  w i l l  a g a i n  g u a r a n t e e  t h a t  

A l a s k a  c o u r t s  w i l l  d e c i d e  t h i s  c a s e .  It is s l a t e d  f o r  t r i a l  i n  
J u n e a u  b e g i n n i n g  N o v e m b e r  4, 1991.

G o v e r n o r



J u d g e  steps aside in state’s suit for oil royalties
E f f e c t  o f  d e c i s i o n  o n  p e r m a n e n t  f u n d  b r i n g s  u p  c o n f l i c t  o f  i n t e r e s t  f o r  A l a s k a  j u r i s t s ,  C a r p e n e t i  r u l e s

By DAVID POSTMAN
Daily Nev/s reporter

J U N E A U  -  T he  ju d g e  
who h a s  been hear ing the  
s t a t e ’s r o y a l l y  l a w s u i t  
again s t  A la s k a  oil producers  
for e igh t  yea rs  s^ys he m us t  
d i squal i fy  h imself  because a 
v ictory for the  s ta te  could 
mean bigg er  pe r m an en t  fund 
dividends  for  h im a n d ^ h i s  
family.

In fact,  Sup er io r  Cour t  
Judge Wal ter  Carpenet i  said 
in a ru l ing released Fr iday,  
‘Th e i m p a r t i a l i t y  of a n j  

Alaska judge in this l i t iga­

t io n  m i g h t  r e a s o n a b l y  be 
q u e s t i o n e d ,  r e q u i r i n g  d i s ­
qual i f i ca t ion.”

Carpenet i  agreed w i t h  the  
oil companies  in the  $580 
mil l ion  roy al ty  case t h a t  if 
the s t a t e  wins  a ju d g m en t  
agains t  the  companies ,  some 
of the  money wou ld  go to 
the  A la s k a  P e rm a n e n t  Fun d 
and t r ick le  down to  each 
A la s k a n  wh o  receives an  an ­
nual  d iv idend f rom th e  oil 
revenue savings  account.

In the  lawsui t ,  f i led in 
1977, the  s ta t e  c laims Nort h  
Slope oil producers  shor ted

it  $902 mil l ion in royalt ies  
f rom the  Pru dhoe  B ay  and 
K u p a r u k  R ive r  oil f ields  b e ­
tween  1977 and 1986.

“ We are  p leased wi th  the  
decis ion,” sa id J i m  Palmer ,  
spokesman  for  B P  E x p lo r a ­
t i o n  ( A la s k a ) .  T h e  s t a t e  
c laims BP  owes $321 mill ion,  
the larges t  re ma in in g  claim.

A t to rn ey  Genera l  Char l ie  
Cole said the  oil  companies  
have a double  s t anda rd .

“ I ’m di sappointed  the  m a ­
j o r  producers  use  the  A lask a  
judicia l  sys tem for  the  p ros­
e c u t i o n  of  t h e i r  c l a i m s

agains t  th e  s t a t e  an d  others  
but,  when  th e  s t a t e  sues 
them,  they c laim they  c a n ’t 
ge t  t r e a t e d  f a i r l y , ” Cole 
said.

“ The s t a t e  is every  bi t  
prepared to ca rry  on the  
l i t igat ion ag a in s t  th em  in 
Coos Bay,  Oregon,  or  Boze­
man,  Montana,  o r  an y w h er e  
else."

The oil  companies  have  
been t ry ing  to get  the  case, 
know n as A m e r a d a  Hess, 
out of A lask a  for  f ou r  years .  
In 1987, the  oil producers  
went  to federa l  cour t  to a r ­

gue t h a t  A la s k a  judges  and 
jur ies  would  be pre judiced 
aga ins t  t h e i r  case because a 
j u d g m en t  would  boost p e r ­
m a n e n t  fund dividends .

Th e federa l  cour ts  s a id  it  
was  a m a t t e r  for  the  s t a t e  
cour ts  to deal  wi th .  B u t  th e  
p r o b l e m  a p p e a r e d  to  g o .  
a w a y  in 1989 when the  legis- ’ 
l a t u r e  p a s s e d  a b i l l  t h a t  
wou ld  keep money won  in 
the  su i t  f rom  going to p e r ­
m a n e n t  fund dividends .

But  the  leg is la ture  did no t
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address  all the  implica t ions 
of  a s ta te  victory.

During the per iod covered 
in  the  suit ,  the  s ta t e  took 
p a r t  of its royal t ies  f rom the  
oil companies  in cash and 
p a r t  in oil. The s t a t e  in t u m  
sold i ts roya l ty  oil to ref in­

eries and a F a i rb a n k s  elec­
trical  ut il i ty.

The oil companies  argued 
th a t  if the  s ta te  won and  the 
court  agreed the  roya l ty  oil 
was  underpr iced,  the  re f iner­
ies  a n d  t h e  u t i l i t y  w h o  
bought  f rom the  s t a t e  would  
be  required  to m a k e  up  the  
difference on t h e i r  contracts.

And that ,  according to cour t 
tes t imony,  woul.* am o u n t  to 
$300 mill ion  f lowing to the 
state,  p a r t  of which would  
m ak e  i ts w ay  into the  Alas­
ka  Pe rm an e n t  Fund.

Th at  would  m e a n  a per- 
person increase  of $81 in the .  
total  of p e r m a n e n t  fund div­
idends  pa id  ove r  the  next  15

years,  according to oil com­
p an y  tes t imony.  Tha t  would  
be wort h  abou t  $35.87 in 
to d a y ’s dol lars,  according to 
Carpe net i ’s decision.

C a r p e n e t i  h a s  h e ld  off  
m ak in g  his  decision f ina l  for  
75 days  to g ive  l a w m a k e r s  a 
chance to pass  a new  bill  
which  w ou ld  f ix the  prob-

from oil royalties case
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Jem. If la w m ak e r s  can keep  
the money from going to 
pe rm anen t  fund dividends ,  
Carpeneti  wi ll  s t a y  on the  
case.

Gov. Wally Hickel  is ex­
pected to subm i t  legislat ion  
Wednesday to do that ,  Ass i s ­
tant  A t to rn ey  Genera l  Bruce

Bote lho sa id Monday.
B u t  B ote l ho  sa id the  s t a t e  

m a y  also appea l  t h e  ru l ing 
because of w h a t  it m igh t  
m ean  for  fu tu re  cases. He 
sa id  it could be a b ad  prece­
dent  i f  every  co m p an y  wi th  
a ro y a l t y  d i spute  w i th  the  
s t a t e  c la imed the  case could 
not  be h ea rd  in Alaska .
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CS FOR SENATE BILL NO. 216 (FINANCE)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY TH E SENATE FINANCE COM M ITTEE

Offered:
Referred:

Sponsor(s): SENATORS SHULTZ, F rank

A BILL 

FO R AN ACT ENTITLED

1 "An Act authorizing bison, moose, deer, and caribou farm ing and relating to game

2 farm ing."

3 BE IT  ENACTED BY TH E LEGISLATURE O F TH E STATE O F ALASKA:

4 * Section 1. AS 03.05.010(a) is amended to read:

5 (a) The commissioner of natural resources shall

6 (1) direct, administer, and supervise promotional and experimental work, extension

7 services, and agricultural projects for the purpose of promoting and developing the agricultural

8 industry within the state i n c lu d in g  such fields as horticulture, dairying, cattle raising, fur farming,

9 gam e farm ing, grain production, vegetable production, and development of other agricultural

10 products;

11 (2) procure and preserve all information pertaining to the development of the

12 agricultural industry and disseminate that information to the public;

13 (3) assist prospective settlers and others desiring to engage in the agricultural

14 industry in the state with information concerning areas suitable for agriculture and other activities

-1-
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1 and programs essential to the development of the agricultural industry in the state;

2 (4) review the marketing, financing, and development of agricultural products

3 inside the state including transportation, with special emphasis upon local production, and

4 negotiate for the marketing of agricultural products of the state with federal and state agencies

5 operating in the state;

; 6 (5) regulate and control the entry into the state and the transportation, sale, or use

7 inside the state of plants, seeds, vegetables, shell eggs, fruits and berries, nursery stock, animal

8 feeds, remedies and mineral supplements, fertilizers, and agricultural chemicals in order to

9 prevent the spread o f pests, diseases, or toxic substances injurious to the public interest, and to

10 protect the agricultural industry against fraud, deception, and misrepresentation; in this connection

11 the commissioner may require registration, inspection, and testing, and establish procedures and

12 fees; and

13 (6) regulate game [THE] farming of captive game anim als, o ther than  those

14 anim als acquired  from  the state  under AS 16.40, and  their progeny [ELK] in a manner

15 similar to the manner in which the commissioner regulates domestic animals and livestock, to

16 the extent that is appropriate^

17 (7) regulate game farm ing of captive game anim als acqu ired  from  the state

18 u n d er AS 16.40 and  their progeny, with the concurrence of the com m issioner of fish and

19 game, in a m anner sim ilar to the m anner in which the com m issioner regulates domestic

20 anim als and livestock, to the extent th a t is ap p ro p ria te .

21 * Sec. 2. AS 03.05.011(b) is amended to read:

22 (b) The commissioner of environmental conservation shall regulate gam e [THE] farming

23 of captive game anim als, o ther than those acquired from  the state  under AS 16.40, and  their

24 progeny [ELK] in a manner similar to the manner in which the commissioner regulates domestic

25 animals and livestock, to the extent that is appropriate.

26 * Sec. 3. AS 03.05.011 is amended by adding a new subsection to read:

27 (c) The commissioner of environmental conservation, with the concurrence of the

28 commissioner of fish and game, shall regulate game farming of captive game animals acquired

29 from the state under AS 16.40 and their progeny in a manner similar to the manner in which the

30 commissioner regulates domestic animals and livestock, to the extent that is appropriate.

31 * Sec. 4. AS 03.25.010 is amended to read:
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Sec. 03.25.010. COMMISSIONER AUTHORIZED TO EMPLOY VETERINARIANS. 

The commissioner may either independently or in cooperation with the United States Department 

of the Interior or a college or a university or like institution employ veterinarians for periods 

found to be to the best advantage for the purpose of aid and service to the fur raising industry 

and  game farm ing industry, and for the purpose of aid and service to those engaged in raising 

livestock and other domestic animals.

* Sec. 5. AS 03.25.020 is amended to read:

Sec. 03.25.020. DUTIES OF VETERINARIANS. Veterinarians shall

(1) visit the fur farms and game farm s of the state, study problems incidental 

to raising fur bearing animals and  captive game anim als and advise those engaged in the 

industry in matters pertaining to the breeding and care of fur bearing animals and captive game 

anim als and the prevention and cure of diseases of fur bearing animals and captive game 

animals:

(2) prepare, publish* and distribute such data as the veterinarian, with the advice 

and consent o f the commissioner, considers useful to those engaged in the industry;

(3) make reports to the commissioner when required by the commissioner for 

transmittal to the state legislature;

(4) initiate and carry on experiments, on or in connection with a fur farm or game 

fa rm , with relation to the care and feeding of fur bearing animals o r captive game anim als, the 

improvements of the breed, or the cure or prevention of any disease to which they may be subject 

or the extermination of the parasites by which they may be attacked, and in this connection 

employ and pay for the necessary assistance and rent and use of necessary facilities;

(5) perform other duties as may be prescribed by the commissioner as are not 

inconsistent with the duties specifically imposed by this chapter;

(6) study problems incidental to the raising of livestock and other domestic 

animals, and advise those engaged therein upon matters pertaining to the breeding, care* and the 

prevention and cure of diseases of livestock and other domestic animals.

* Sec. 6. AS 03.40.010 is amended to read:

Sec. 03.40.010. BRANDS AND MARKS. Any person owning cattle, reindeer, caribou, 

buffalo, bison, m usk ox, moose, deer, elk [MUSKOX,] sheep, horses, mules* or asses [,] may 

adopt a brand or mark. After recording the brand or mark as provided in AS 03.40.030, the
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1 ‘ person has the exclusive right to its use.

2 * Sec. 7. AS 03.40.050 is amended to read:

3 Sec. 03.40.050. USE WITHOUT CERTIFICATE PROHIBITED. A person may not

4 brand any horse, cattle, reindeer, caribou, buffalo, bison, m usk ox, moose, deer, elk,

5 [MUSKOX] mule* or ass, unless the person using the brand holds a written certificate of

6 acceptance from the commissioner.

7 * Sec. 8. AS 16.40.010 is amended to iead:

8 Sec. 16.40.010. DISPOSITION OF SURPLUS GA M E ANIM ALS [BUFFALO AND

9 MUSK OXEN]. Whenever it is determined by the department that a surplus [EXISTS IN THE

10 HERDS] of buffalo, bison, moose, deer, caribou, o r [AND] musk oxen exists [UNDER U S

11 CONTROL], the department may, under regulations adopted by it, grant the surplus or portions

12 of the surplus [IT] to persons, groups, associations, partnerships, or corporations for the purpose

13 of raising and breeding the animals as domestic stock for commercial purposes, or for scientific

14 and educational purposes. A person, group, association, partnership, or corporation may receive

15 animals only after proving to the satisfaction of the department

16 (1) inient to raise and breed the animals; [AND]

17 (2) possession of facilities for maintaining the animals under positive control

18 sufficient to prevent injury to anim als o f handlers; and

19 (3) the ability to

20 (A) m anage the anim als in a m anner consistent w ith s tandards of good

21 anim al husbandry;

22 (B) m aintain the anim als in good health;

23 (C) prevent and detect the sp read  of disease and  parasites to wild

24 game;

25 (D) prevent and detect the sp read  of disease and  parasites from

26 domestic anim als to the captive game anim als.

27 * Sec. 9. AS 16.40.010 is amended by adding new subsections to read:

28 (b) A person who receives animals under (a) of this section after the effective date of this

29 subsection shall

30 (1) brand or mark each animal received and the progeny of any animal received

31 with an appropriate mark, brand, or tattoo as approved by the commissioner of natural resources

* ’ •
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1 • • '  under AS 03.40 and with a highly visible, numbered ear tag;

2 (2) register the animals received, other captive game animals however acquired,

3 and the progeny of those animals with the commissioner of fish and game, the Department of

4 Natural Resources, and the Department of Environmental Conservation within 30 days after the

5 animals are acquired;

6 (3) construct and maintain a fence that is adequate to prevent the escape of

7 captive game animals and to exclude wild game;

8 (4) establish and maintain a contractual relationship with a veterinarian to examine

9 all captive game animals semi-annually;

10 (5) notify the commissioner of fish and game of the birth, sale, slaughter, escape,

11 or death of captive game animals;

12 (6) provide at the person’s cost for a complete necropsy by a veterinarian

13 approved by the commissioner of fish and game to determine the cause of death o f all captive

14 game animals;

15 (7) notify the commissioner of fish and game within 24 hours after wild big game

16 enters a facility where captive game animals are present.

17 (c) A person who receives animals under (a) of this section after the effective date of this

18 subsection may not raise captive game animals and domestic livestock on the same facility.

19 * Sec. 10. AS 16.40.020 is amended to read:

20 Sec. 16.40.020. SALE OF MEAT. The sale of buffalo, bison, moose, deer, caribou,

21 or musk oxen meat resulting from the slaughter of animals obtained under AS 16.40.010, or their

22 offspring is authorized. The slaughter of anim als and sale of m eat au thorized  un d er this

23 section are subject to AS 03, regulations adopted under AS 03, and o ther applicable law.
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