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T h e  M i d r e x  P r o j e c t

M i d r e x  i s  a  s u b s i d i a r y  o f  

J a p a n ’s  K o b e  S t e e l

T h e r e  a r e  4 2  M i d r e x  f a c i l i t i e s  w o r l d - w i d e

P l a n t  c a p i t a l  i n v e s t m e n t  i s  $ 2 0 0  M i l l i o n

P l a n t  w i l l  r e q u i r e  1 2 0  f u l l - t i m e  e m p l o y e e s

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

P r o j e c t  w i l l  b e c o m e  a n c h o r - t e n a n t  

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

A l a s k a ’s  f i r s t  F T Z  a n d  i m p o r t / e x p o r t  

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



T h e  M i d r e x  P r o c e s s

I r o n  o r e  i n  t h e  f o r m  o f  p e l l e t s  o r  l u m p s  

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

( H B I )

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

D i r e c t  r e d u c t i o n  r e m o v e s  o x y g e n  f r o m  

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

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

9 2 %  o f  t h e  n a t u r a l  g a s  i s  u s e d  a s  

c h e m i c a l  f e e d s t o c k .  O n l y  8 %  i s  u s e d  

a s  c o m b u s t i o n  f u e l .



P o i n t  M a c K e n z i e  

A d v a n t a g e s

C l o s e  s u p p l y  o f  n a t u r a l  g a s  

( 5 0  m i l l i o n  c u b i c  f e e t / d a i l y )

S u f f i c i e n t  l o w - c o s t  i n d u s t r i a l  l a n d

D e e p - w a t e r  p o r t  s i t e  w i t h  e x i s t i n g  

C o r p s  o f  E n g i n e e r s  4 0 4  P e r m i t

S t r a t e g i c  l o c a t i o n  f o r  e m e r g i n g  m a r k e t s  

i n  J a p a n ,  C h i n a ,  P a c i f i c  N o r t h w e s t

U S  p o l i t i c s  a r e  r e l a t i v e l y  s t a b l e



A l a s k a ’ s  

N a t u r a l  G a s  A d v a n t a g e

•  A l a s k a  g a s  e x i s t s  i n  a  c l o s e d  m a r k e t

•  G a s  s e l l e r s  w i l l i n g  t o  n e g o t i a t e  

l o n g - t e r m  c o n t r a c t s

•  C o n t r a c t  p r i c e  m a y  b e  i n d e x e d  t o  

s t e e l  p r i c e s  f o r  s t a b i l i t y

•  G a s  c a n  b e  d i v e r t e d  f r o m  M i d r e x  

d u r i n g  p e a k  d e m a n d

•  E x i s t i n g  p i p e l i n e s  h a v e  

s u f f i c i e n t  c a p a c i t y



A I D E A M i d r e x M A T - S U

F i n a n c i n g

P u b l i c

I n f r a s t r u c t u r e

D e v e l o p m e n t

O v e r s i g h t

•  P l a n t  D e s i g n ,  

C o n s t r u c t i o n  

a n d  F i n a n c e

•  G a s  L i n e  

I n t e r t i e

•  M a r k e t  

C o n t r a c t s

•  L a n d

•  G e n e r a l  

B o r o u g h  

S e r v i c e s

•  C o n s t r u c t i o n  

M a n a g e m e n t



A I D E A  F u n d i n g

1) B u i l d  d o c k  in - 6 0  M L L W  w i t h  4  M o o r i n g  D o l p h i n s $ 8 , 0 0 0 , 0 0 0

2) B u i l d  1 4 0 0 '  trestle t o  d o c k 6 , 0 0 0 , 0 0 0

3 )  D e v e l o p  s m a l l  s t a g i n g  a r e a  at f o o t  o f  d o c k 5 0 0 , 0 0 0

4 )  B u i l d  4 0 0 0 '  p l u s  a c c e s s  r o a d  d o w n  bluff 1 , 0 0 0 , 0 0 0

5) G r a d e  u p l a n d s  site f o r  M i d r e x 3 , 0 0 0 , 0 0 0

6 )  Install b a s i c  w a t e r  s y s t e m  for fire, etc. 4 0 0 , 0 0 0

7 )  M o b i l i z a t i o n  a n d  D e m o b i l i z a t i o n 3 , 0 0 0 , 0 0 0

7 )  2 5 %  c o n t i n g e n c y

Basis: S t a n d a r d  c o n t i n g e n c y ,  all s t u d i e s 4 , 7 2 5 , 0 0 0

S u b - T o t a l  B o n d i n g $ 2 6 , 6 2 5 , 0 0 0

8 )  M a t e r i a l s  H a n d l i n g  S y s t e m

I r o n  S t a c k e r  c / w  B e r m s  a n d  Rail 1 , 3 0 0 , 0 0 0

B r i q u e t t e  S t a c k e r  c / w  B e r m s  a n d  Rail 2 , 0 0 0 , 0 0 0

M o b i l e  E q u i p m e n t 1 , 8 0 0 , 0 0 0

C o n v e y o r  S y s t e m 5 , 0 0 0 , 0 0 0

T r a v e l i n g  H o p p e r s  (5 units) 2 5 0 , 0 0 0

T r a v e l i n g  S h i p l o a d e r 3 , 5 0 0 , 0 0 0

B u c k e t  E l e v a t o r  L o a d i n g  A t t a c h m e n t 1 5 0 , 0 0 0

G r a b  B u c k e t s  (3 units) 9 0 , 0 0 0

D u s t  C o n t r o l ,  W a t e r  C o l l e c t i o n 9 0 0 , 0 0 0

Fire P r o t e c t i o n 5 0 0 , 0 0 0

T e r m i n a l  B u i l d i n g s 8 0 0 , 0 0 0

F u e l  D i s p e n s i n g 2 5 , 0 0 0

A r e a  L i g h t i n g  S y s t e m 2 0 0 , 0 0 0

C o n t i n g e n c i e s 6 , 8 6 0 , 0 0 0

T o t a l $ 5 0 , 0 0 0 , 0 0 0
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CAPACITY 
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350.000 by 
to

1.200.000 t/y 
cf

Product

IRON ORE OPTIONS

ENERQY
OPTIONS

Thanks to its innovative design 

philosophy, the direct reduction 

technology that has set the standard 

for two decades remains vibrant and 

innovative today. Midrex stays on 

the leading edge of technology by 

listening to needs of the market­

place and responding with new 

process enhancements and plan, 
systems.

Tha t’s why the choice is yours 

w ith M IDREX " Direct Reduction 
Technology'. We are the direct 

reduction company that designs 

plants w ith you -  the customer-  

in mind.

To learn more about the worlds 

leading direct reduction technology, 

contact:
Cold DRI

• ’

HBI

•

Hot DRI Cold DRI 
And HBi

Cold DRI 
And Hoi DRI

Hot DRI 1 
And HBI I

I
| PRODUCT OPTIONs

Minimum
Water

Consumption

Internally
Generated
Electricity

Natural
Gas

Coke Oven 
Gas

By-Product
Gas

Naphtha

Standard
MIDREX
Reformer

Steam
Reformer

Plasma
Reformer

Partial
Oxidation
Reactor

Up To 10% 
Sized 
Fines

100%
Oxido
Pellets

Mixture Of 
Oxide Pellets 
And Lump Oro

100%
Lump
Oro

&
Akt SJh

Midrox Direct Reduction Corporation • 2400Charlotte Plaza • Charlotte, NC 28244 • USA 
Tel: (704) 371-1600 • Fax:(704)373-1611 • Tlx: 6827031 MIDRXUWM I D R E X

Quality Makes The Difference
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MIDREX
SHAFT

SPECIAL BAR 
PRODUCTSLADLE

METALLURGY
FACILITY

SEAMLESS
TUBE

DUCTILE IRON 
MALLEABLE IRON 
STEEL CASTINGS

FURNACE
Heading the agenda of a growing 

number o f iron and steelmakers in 

the 1990s is the search for an 
environmentally sound source of 

competitively priced high quality iron 

units. It ’s no wonder the MIDREX® 

Direct Reduction Process is attracting 

a lot of attention these days.

Fueled by clean burning natural 

gas, the MIDREX® Process is a less 

capital intensive alternative to the 

coke oven/blast furnace method of 

ironmaking and the most energy 

efficient large capacity' DR technology 

commercially available. Best o f all, it 

fits easily into any iron or steel 

operation, and MIDREX® Iron is 

beneficial to every ironcasting and 
steelmaking method.

To learn more about the MIDREX 

Process and MIDREX Iron, order a 

free subscription to Direct From Midrex, 

the journal of direct reduction, 

by contacting:

BLAST
FURNACE

1 PIG IRON

M I D R E X
Quality Makes The D ifference

Midrex Direct Reduction Corporation • 2400 Charlotte Plaza • Charlotte, NC 28244 1 
Tel: (704) 373-1600 • Fax: (704) 373-1611 • Tlx: 6827031 MIDRX UW

USA
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•According *0?. Kenneth Iverson, 
Chairman of Nucor Corporation:

"HBI w ouldn 't necessarily be used as < 
a total substitute for sc ra p ,... but by 
charging with 20 pet. HBI, we 
probably would be able to use more 
low er quality scrap than usual."
. 'z ' i i  ::r. ■ - " ;

Iron Age
February 1990

: J ;F ebm aryl990

According to Thomas Boklund, 
President of Oregon Steel Mills:

'Scrap supplies are adequate in the 
Northwest, but our concerns are w ith 
residuals and density ... w e need HBI 
to make the kinds of steels w e're 
committed to."

■!' 'ii
Iron Age 
February 1990

iuh<y*;

According to L. E. Belluchie, 
P resident of First M ississippi Steel:

'I 'm  going to pu t DRI direct feed 
system s on both furnaces."

Iron Age 
February 1990

• According to M etal B ulletin 's 
Editorial Page:

"W hat the DRI sellers should be able 
to offer, however, is m ore stability of 
prices for DRI than scrap."

"A steelworks fearing fluctuations in 
scrap prices might be tempted by DRI 
if its price is guaranteed m onths in 
advance,"

Metal Bulletin 
February 12,1990

M I D R C X
Quality Makes Tlw Difference

2400 Charlotte Plaza • Charlotte, N.C. 28244 USA 
Tel: (704) 373-1600 • Fax: (704) 373-1611 

Tlx: 6827031 MIDREX UW
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Recycling ferrous scrap may lie a cost 
effective way to make steel, but it 
certainly isn’t the “cleanest." Even 
the highest grades of scrap contain 
residual elements that can adversely 
affect important steel properties.
While steelmakers are facing increasingly 
stringent customer requirements, the 
q rality o f readily available scrap is 
hi oming a serious problem.

\ growing number of steelmakers 
a e turning to direct reduced iron 
(DRI) for relief. The use of highly 
metallized DRI such as MIDREX*
Iron has become an integral part of 
EAF operations in leading mills. It 
allows greater control o f product 
quality and increased flex ib ility in 
making scrap purchases. By including 
M l DR EX Iron in the charge, EAF 
steelmakers are successfully competing ’ 
in the large structurals, special quality 
bar, seamless tube, wire products and 
flat products markets.
To learn more about the 

benefits of using MIDREX 
Iron, the clean iron source of 
modern sreelmaking, contact:

/

■ h i p

rail

:©

Midrex Direct Reduction Coqtoration • 24CO Charlotte Plaza • Charlotte, NC 28244 
Tel: (704) 173-1600 • Fax: (704) 373-1611 • Tlx: 6827031 MIDRX UW

USA

Quality Makes The Difference



MIDREX® Direct Reduction Plants

Customer Location
Capacity 
(000 t/y) M odu les P roduct Start-up Status

QASCO

Middle East/North

Umm Said, Qatar

Africa

400 1 DRI 1978 Operating
ASCO Ahwaz, Iran 1,200 3 DRI 1985-92 Operating
HadeedI Al-Jubail, Saudi Arabia 800 2 DRI 1982-83 Operating
Hadeed II Al-Jubail, Saudi Arabia 650 1 DRI 1992 Operating
ANSDK El Dikheila, Egypt 716 1 DRI 1987 Operating
LISCO I Misurata, Libya 1,100 2 DRI 1989-90 Operating
NISCO Mobarakeh, Iran 3,200 5 DRI 1992-93 Operating (2)

SGI

Asia/Oceania

Labuan Island, Malaysia 650 1 HBI 1984

Commissioning (1) 
Construction (2)

Operating
Essar Steel I & II Hazira, India 880 2 HBI 1990 Operating
Essar Steel III Hazira, India 440 1 HBI 1992 Operating
NDIL Raigad, India 1,000 1 HBI 1994 Construction

Latin America

SIDERCA Campana, Argentina 330 1 DRI 1976 Operating
SIDOR I Matanzas, Venezuela 350 1 DRI 1977 Operating
SIDOR II Matanzas, Venezuela 1,275 3 DRI 1979 Operating
Acindar Villa Constitucion, Argentina 600 1 DRI 1978 Operating
ISCOTTI & II (OIL) Point Lisas, Trinidad & Tobago 840 2 DRI 1980-82 Oparating
MINORCA (OPCO) Puerto Ordaz, Venezuela 830 1 HBI 1990 Operating
VENPRECAR Matanzas, Venezuela 600 1 HBI 1990 Operating

North America

Georgetown Steel Georgetown, SC, USA 400 1 DRI 1971 Operating
Sidbec-Dosco 1 Contrecoeur, Que., Canada 400 1 DRI 1973 Idle
Sidbec-Dosco 2 Contrecoeur, Que., Canada 

Western Europe

600 1 DRI 1977 Operating

HSW Hamburg, Germany 400 1 DRI 1971 Operating
British Steel Hunterston, Scotland 

CIS/Eastern Europe

800 ha DRI 1979 Idle

OEMK Stary Oskol, Russia 

Africa

1,667 4 DRI 1983-88 Operating

Delta Steel Aladja-Ovwian, Nigeria 1,020 2 DRI 1982 Operating (1) 
Idle (1)

21,148 42

February 24,1993
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ALASKA'INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

480 WEST Tl IDOR * ANCHORAGE, ALASKA 99603-6690 • (907) 561-8050 - FAX (907) 561-8998

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

What it is: A guarantee program on bank originated Joans for 1) new loans; and 2) 
refimmcq of existing loans.
Funds Covered: Outstanding principal balance and liquidation expenses not to exceed 
$1,000,000 cumulative.

Application Types:
A) Short Form -New loans of $75,000 or less

•Loan summary including banks’s loan approval form and a bank 
certification that credit has been checked and Is satisfactory is the required 
documentation. This streamlined approval process may be unsecured.
The loan guarantees are available to all Alaskan businesses, but targeted 
especially to assist entrepreneurs in rural areas.

B) Regular Form Application ~ All loans over $75,000.
•Documents required include loan sun jnary including bank's loan 
approval form; signe 1 loan application; financial statement; project 
description/use of proceeds detail; credit history; three years tax returns; 
appraisal; environmental risk assessment; and if a refinance, existing loan 
facts.

% •
Other Requirements:

A) 75% loan to value (LTV) maximum;
B) Terms: 1 - 20 years depending on security
C) Alaskan resident

1 1

Additional Information/Concerns:

•Since inception in 1988,5 loan guarantees ranging from $25,600 to $211,00 have 
been made. While under-utilized to date, changes made by ihe 1992 Legislature 
made bank-recommended improvements to the program and interest has 
increased.

•The Rural Development Initiative Fund (RDIF) established by the Legislature in 
1992 through SB 238 and is operated jointly by the Department of Community 
and Regional Affairs uid AIDEA. The RDIF was designed to assist rural Alaskan 
entrepreneurs who may not currently be served by commercial financial 
institutions. The Business Assistance program is key to facilitating the RDIF.

•The Business Assistance program is scheduled to sunset on July 1, 1993. Despite 
its limited use to date AIDEA believes the Business Assistance program is a 
helpful "tool" to assist in developing and expanding small businesses throughout 
Alaska
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AFSC PROJECT BUDGET/SCHEDULE

B U D G E T

N E W  T A N K S ,  P U M P I N G  F A C I L I T I E S ,  

P I P E L I N E S

P L A N T  N O .  5 D E M O B I L I Z A T I O N

N E W  O P E R A T I O N A L  B A S E  A N D  G A R A G E

P L A N T S  N O S .  2 &  3 D E M O B I L I Z A T I O N

S U B T O T A L

B O N D  S A L E  C O S T S ,  R E S E R V E S ,  
C A P I T A L I Z E D  I N T E R E S T

T O T A L

$ 2 0  M I L L I O N  

$ 1 M I L L I O N  

$ 5 M I L L I O N  

$ 4 M I L L I O N  

$ 3 0  M I L L I O N

$ 1 0  M I L L I O N  

$ 4 0  M I L L I O N

S C H E D U L E

1 9 9 3 - 9 5

1 9 9 4 - 9 5

1 9 9 5 - 9 7

1 9 9 6 - 9 7



AIDEA DUE. DILIGENCE (AS 44.88)

F I N D I N G S  T O  IN C L U D E :

1. P R O J E C T  I S  E C O N O M I C A L L Y  A D V A N T A G E O U S  T O  T H E  S T A T E  A N D

P U B L I C  W E L F A R E .

2. A F S C  I S  F I N A N C I A L L Y  R E S P O N S I B L E
* A I R L I N E  C R E D I T  A N A L Y S I S  -  B Y  P U B L I C  F I N A N C E  M A N A G E M E N T

3. P R O J E C T  I S  F I N A N C I A L L Y  F E A S I B L E
* F E A S I B I L I T Y  A N A L Y S I S  B Y  K P M G - P E A T  M A R W I C K

4. E M P L O Y M E N T  C R E A T I O N / R E T E N T I O N

5. C O M P L I A N C E  W I T H  L A W

6. B O N D S  W I L L  N O T  A D V E R S E L Y  A F F E C T  O T H E R  C R E D I T  I N S T R U M E N T S

O F  T H E  S T A T E

7. O T H E R  R E Q U I R E M E N T S  O F  A S  4 4 . 8 8



KEY PROJECT BENEFITS

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

N E W ,  M O D E R N ,  E N V I R O N M E N T A L L Y  I M P R O V E D  S Y S T E M

A I R P O R T  F U E L  S T O R A G E  I N C R E A S E D  F R O M  2 M I L .  G A L L O N S  T O  12 

M I L .  G A L L O N S .

S Y S T E M  S I Z E D  F O R  G R O W T H  - A S S I S T S  A I R P O R T  M A R K E T I N G  

C O N S T R U C T I O N  E M P L O Y M E N T  - M U L T I P L E  Y E A R  C O N S T R U C T I O N  

S T A B I L I Z E D  O P E R A T I O N  E M P L O Y M E N T  

A I R P O R T  A U T O  T R A F F I C  F L O W  I M P .



5.gnalu,e FlighlSuppo,l Thomas J. Mushovic
West Inlernalianal Airport Road Partner

P.O. Box 190246 
Anchorage, AK 99519-0246

Tel 907.243.4322 
Fox 907.248.3360

E. A. “ F red" Ketzeback
Director, Fuel AdminLcrjtion

A l a s k a  A i r l i n e s
P.O. Box 68900 
Seattle, Washington 98168 

■L (206) 433-3168
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4  ^  MAPCO ALASKA PETROLEUM inc.
March 22, 1993

:ir. William R. Snell Executive Director ,:IDEA4oO West Tudor Anchorage, AK 99503
Dear Mr. sn e l l:
I  am writing th is  le t te r  to express MAPCO ALASKA PETROLEUM In c . 's  
fmapco) support for the newly proposed a irc ra f t  fueling f a c i l i t i e s  at the Anchorage International Airport. I t  is  MAPCO's und«rstanding that the f a c i l i t i e s  w i l l  be financed by the Alaska In dus tr ia l Development and Export Authority (AIDEA) and operated by the Anchorage Fueling and Service Company, the operator of the f a c i l i t i e s  which are in existence today.
MAPCO fee ls  th is  fueling project w i l l  be a valuable addition and is  needed to modernize the fueling system at the Anchorage International Airport. The planned modification w i l l  address the increased fueling requirements of cargo operators.
MAPCO supports th is  project in part as we fee l i t  w i l l  allow sub s tan t ia l ly  improved operational methods of delivery for our product. A pipeline from the Port of Anchorage, rather than the current d a i ly  ra i lc a r  de live r ie s , w i l l  enhance our productivity and a b i l i t y  to de live r je t  fuel to our customers.
MAPCO i s  encouraged by the s ta te 's  support of economic development within Alaska and encourage economic development. The new fueling f a c i l i t i e s  at the Anchorage International Airport not only should provide a stab le and safe work environment for those employees who d ire c t ly  or ind ire c t ly  serve the airport, but also provides improved in frastructure necessary to promote Alaska as an international a ir  crossroad and destination.
I  hope th is  addresses your concern and should you have any additional questions please fee l free to le t  me know.
Sincerely,

Bonnie J./Garner Aviatiorr Fuel Sales Manager
/ b g

C:\WP\DATA\AIDEA
1076 OCEAN DOCK ROAD •  ANCHORaCE. ALASKA 99501-1199 

PHONE (907)276-4100 •  TELECOPY (907) 276-3S83
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Hi red nr, Fuel Seiviros

Northwest A ir line s , Inc. 612 727-4612 N O R T H W E S T  A I R L I N E S
Department A4195 612 726-4S51 Fax
5101 Northwest Drive 
St. ft iu l, MN 55111-3034

April 2, 1993

Mr. William R. Snell 
Executive Director
Alaska Industrial Development and Export Authority 
480 West Tudor 
Anchorage, AK 99503

Dear Mr. Snell:

i his letter is to express our support for your assistance in obtaining state funding for a proposed 
new fuel facility at the Anchorage International Airport.

Northwest Airlines has an extensive base of operations in Anchorage: in 1992, our payroll to 
Alaska employees was approximately 52,432,000, and our property and fuel taxes were 
$673,500. We delivered 92,000 thousand passengers and originated/terminated 12.6 m illion  
pounds of cargo. (We average five 747’s per day stopping in Anchorage, each dedicated solely to 
cargo.) Our concession fees at the Anchorage airport exceed $950,000 per year.

Perhaps most importantly for purposes of this discussion, we purchased approximately 
$32,000,000 in je t fuel from Alaska refiners and fuel vendors.

Controlling costs for these operations is crucial to our continued levels of service in Alaska. The 
expenses for handling the fuel at the Anchorage airport are of critical concern to us, as we have 
clearly identified a major modernization project that must be undertaken.

We strongly appreciate your continued assistance in developing the legislative support to obtain 
financing for this project.

Sincerely,

Thomas L. Schaefer

cc: Fred Kclzeback, Chairman of the Board, Anchorage Fueling and Service Company
Executive Committee, Anchorage Fueling and Service Company 
Tom Mushovic, General Manager, Signature Flight Support
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April 2, 1993

M r .  R U e y  Snell 
E x e c u t i v e  Director 
A l a s k a  Industrial D e v e l o p m e n t  

a n d  E x p o r t  Authority 
480 W e s t  T u d o r  

A n c h o r a g e ,  A K  99503

D e a r  M r .  Snell:

I appreciate the time y o u  h a v e  t a k e n  to meet with m e m b e r s  of A n c h o r a g e  F ueling 
a n d  Service C o m p a n y  to discuss the p r o b l e m s  associated with the required 
relocation of the t a n k  f a r m  at A n c h o r a g e  International A i r p o r t . While the 
p r e f e r r e d  airline alternative w o u l d  b e  to maintain the status quo, s u c h  a n  

alternative a p p e a r s  to b e  closed.

A s  y o u  are a w a r e ,  fuel constitutes o n e  of the most significant e x p e n s e s  a n  airline 

incurs a n d  without a highly efficient system, not only will the cost for the airlines 

increase b u t  the competitiveness of A n c h o r a g e  International will also suffer.

While significantly greater v o l u m e s  of fuel are uplifted b y  the international 
carriers a n y  interruption or Increased costs will likewise impact the local 
carriers. A s  of late the domestic carriers h a v e  b e e n  incapable of p a s s i n g  o n  
h i g h e r  costs, m u c h  less their o n g o i n g  operating costs, to the travel’ g public, 
a b s o r b i n g  t h e m  instead as losses. A n y  increase in costs will m erely c o m p o u n d  

this already dismal situation.

A n y  assistance the Authority c a n  provide for this required relocation of the t a n k  

f a r m  will b e  v e r y  m u c h  ap p r e c i a t e d .

Director, Project Financing

(907) 243-1414 • 000-544-0181 • Telex; 090-25274 MARKAIR AHG 
P.O. Box 196769 • 4100 W. Internalional Airport Road • Anchorage. Alaska 99519-6769
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COnSOLIDRTED FREIGHTIDRVS, inc. Company

April 1, 1993 Via Fax
Fax 907-248-3360 
Atm: Toni Mushovic

Mr. William R. Snell 
Executive Director
Alaska Industrial Development and Export Authority 
c/o AFSC

Dear Mr. Snell:

We at Emery Worldwide are vitally interested in the upgrading of the Anchorage 
International Airport Jet Fuel Storage and De’.very System. Anchorage is the preferred 
"tech stop” on our flights to/from the North Pacific area and an efficient aircraft fueling 
system is a critical component.

W e're also very pleased that AIDEA is supporting our efforts for Alaska state funding 
of this upgrading project.

Thank you for your support.

Thomas A. Mayer 
Manager
Aviation Fuel Purchasing

TAM/bon
107.127

cc: Fred Ketzeback - Alaska Airlines - SEA

5jnr<»r»>Iv

1020 MAHSH ROAD. SUITS 200. ME-NI.O RAI1'. CA 9402S 327 0730
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M arch 31 ,1953

The H onorable Drue Pearse 
C o-chalr Senate Finance Com m ittee  
State C ap itol Building  
Juneau, A laska 99801

D ear.Senator Pearse:

A laska A irlines fu lly  supports SB 171 authorizing the A laska Industrial 
D evelop m en t and Export A uthority to issue up to $40 m illion  in  bonds 
to d esig n  and construct a new  jet fuel storage facility at Anchorage 
International A irp o rt

T h ese facilities are necessary to ensure an adequate su p p ly  o f ]et fuel to 
su p p o rt dom estic and international air traffic at A nchorage  
International Airport. T hey w o u ld  also provide a reliable and  
en v iron m entally  sou nd  fu e l storage and distribution system  for m any  
decades.

A  reliab le Jet fuel su p p ly /d istr ib u tion  system  is required at any  major 
airport as it is the lifeline for any airline operation. A n inadequate jet 
fu e l sy stem  constricts an airport and any potential for growth for the 
su rrou n d in g  com m unities it supports. Anchorage International 
A irport is the major international airport in  the State o f A laska as w ell 
as the prim ary hub  for flights betw een the low er 48 and outlying  
A lask a  com m unities for d om estic  airlines. Anchorage International 
A irport's continued success benefits the State o f Alaska as a w h ole by  
attracting passenger and cargo air carriers generating visitors and jobs.

S in cere ly , _______

n o  X A it ' H i  0 S P A T T I J ,  W  A  V H I G 8 - 0 V 0 0 / 2 0 (f • 4 .1 1 • ,1 8 0 S ■
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April 2, 1993

ATTU
SHEMYA "V

AIDEA
Mr. William R. Snell 
Executive Director

AFSC Request for 
Funding through AIDEA

AFSC and the Anchorage Airport in turn is in need of funding 
through your facility so as not to delay this tank farm expansion to 
proceed as soon as possible. At present the airport fuel is supplied 
by a small fuel line from Anchorage dock, which has been in service 
for many years, and by railroad tank cars. Should something happen 
to this fuel line under present useage the airport would be in a bad 
way for fuel.

With the new proposed tank farm it will be able to tie into the 
much larger newer pipeline from Nikiski to the Anchorage dock. This 
will cut down the delivery time of fuel to the airport and eliminate 
the troublesome use of railroad tank cars that are necessary now.

As a long time operator at Anchorage International Reeve Aleutian 
Airways, Inc. wholeheartedly support this request of AFSC and hope you 
will look favorably to a very necessary worthwhile project.

Respectfully,

REEVE ALEUTIAN AIRWAYS, INC.

Robert L. Hanson
Sr. Vice President of 45 years

4700 W. INTERNATIONAL AIRPORT RD. • ANCHORAGE, ALASKA 99502-1091
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United Parcel Service 400 Perimeter Center -  Terraces North
Atlanta, GA 3C346 

(404)913-6000

A p r i l  1 , 1993

M r- W il l ia m  R . S n e l l  
c / o  T on  M u sh o v ic  
S ig i r a t u r e  A v i a t i o n  
a n c h o r a g e  A la s k a

D e a r  M r. S n e l l
-• •U n i t e d  P a r c e l  S e r v i c e  h a s  s e e n  i t s  A iK lK )rage ;Airport:;^v!} . 

o p e r a t i o n  g ro w  s i g n i f i c a n t l y  o v e r  t h e  years'■■•w ith  --o o fr /iia s t# ; . 
r e c e n t  e x p a n s io n  b e i n g  a  new f a c i l i t y  a t ^ b t e /H o r t b ^ A lr ; 
P a r t .  O ur j e t  f u e l  c o n s u m p t io n  l i k e w i s e  h as' i n c r e a s e d  
s i g n i f i c a n t l y  t o  n a t c h  t h e  i n c r e a s e  i n  f l i g h t ^ a c t i v i t y .

We. a r e  v e r y  s u p p o r t i v e  o f  t h e  e f f o r t  o f  tte ;.& o cto o ra g e . 
F u e l i n g  a n d  S e r v i c e  Company t o  c o n s t r u c t  hew; j e t  " f u e l  
s t o r ag e  f a c i l i t i e s  a t  t h e  a ir p o r t *  W® o f  c x w r ^ ! -w o u ld  ( 
l i k e  t o  fu n d  t h e  c o n s t r u c t i o n  o f  t h e s e  f a c i l i t i e s . i w i t h  t h e .  
m o s t  a t t r a c t i v e  f i n a n c i n g  a v a i l a b l e  i n  t h e  m a r k e ts

H e w o u ld  a p p r e c i a t e  y o u r  e f f o r t s  i n  m a k in g  t h i s  ;p r o je c r t  a  
r e a l i t y .

S i n c e r e l y ,
l.-.-.'-.v a'-

J e f f  H; R id in g s  
M a t e r i a l s  M an agem en t  
E nergy: P u r c h a s in g ;
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Apr. 01, 1993

Hr. William R. “Ri ley"  SnelI 
Executive Director 
Alaska Industrial Development 

and txport Authority

Subject:Request for your strong support to pass the legislat ion for 
the funding of the Anchorage Fueling and Service Company 
f a c i l i t i e s  at Anchorage International Airport.

Dear Mr. Vt. R. Snel I ;

Regarding the captioned subject, I understand that the meeting among 
the representatives of the Alaska State Senate, the Alaska industrial 
Development and Export Authori ty and us, AFSC is to be held at 13:00 

through 17:00 on April 03 at Juneau, whose purpose is that the Senate
Finance committee could f ind how important this project is for not only
AFSC but also for the Sate of Alaska and the Anchorage International 
Airport to promote their greater prosperity in the future.

As one of the air l ines whose up I i f t - voIume of j e t  fuel at Anchorage is 
always at top three's,  we, Japa,. A ir l ines Co., Ltd. would l ike you to 
f u l l y  understand that without this funding by the state i t  is quite 
d i f f i c u l t  to go further towards the goal, which is to meet the 
integration plan of the airport and the enviromental requirement in the 
state.

To take a look at JAL ' s operational plan to and from Anchorage, i t  is 
anticipated that in the f i v e  years'  range to come, the total number of 
f l i g h t s  there w i l l  not change to dramatically, .in other words, total  
up I i f t - voIume required there wi l t  be always among top 3 ' s.
In a short this project with the funding by the state is essential for
JAL so that the airport of Anchorage is to be always kept in a good 
order and shape, by which the je t  fuel can be supplied to us securely.

-  1 -
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Mr. William R. "R i l e y” Snell 
Executive Director, AIDEA 
Apr. 01, 1993 

Page- 2

Thus the success of this project with the funding by the State shall 
be essential for not only the Anchorage Fueling and Service Company as 
a whople but also for us, Japan Air l ines as an indivisual.

In this connection we shall be very much oblidged if you could give 
us your fu l l  support for obtaining the approval of the funding by the 
state in the next Legis lat ive to be held in this May.

A p p re c ia t i n g  once a g a i n  your usua l coope ra t io n  to  us, we remain ,

Sincerely Yours,

Shigeru Kobayashi 
Senior Director, Fuel Department 
Japan A i r l ines Co., Ltd.
Tokyo, Japan

/Sk

- 2 -
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Alaska State Legislature

3111 C Strest, Suite 150 During Session:
Anchorage, Alaska 99503 P.O. Box V

(907) 561-2038 1 Juneau, Alaska 99811
S V  (907) 465-4993

Senator Drue Pearce
D is ir ic t G

To: Senator Tim Kelly , ChairmanSenate Labor &
From: Senator Drue P
Date: March 18, 1993
Re: Scheduling of Senate B i l l  171 in Senate Labor andCommerce Commitree.
Senate B i l l  171 has been referred to the Senate Labor and Commerce Committee. I  consider th is  b i l l  one of my highest p r io r i t ie s  and would appreciate any assistance you could give in scheduling th is  b i l l  at the e a r l ie s t  possible date.
I f  enacted, SB-171 would achieve two things. Section one of the b i l l  g ives le g is la t iv e  approval to the Alaska In du s tr ia l Development and Export Authority to authorize the issuance of revenue bonds, up to $40 m illion , to finance the acqu is it ion , design, and construction of public use a ir c ra f t  fue ling f a c i l i t i e s  locar.ed at Anchorage International Airport.
Section two of the b i l l  extends the sunset date of AIDEA's Business Assistance Fund to July 1, 1996 from the current sunset date of Ju ly 1, 1993.



D uring Intanm :

3111 C Street. Suite 150 
Anchorage. AK 99503-3925 

(907) 561-2038 
Fax (907) 561-4194

Alaska State Legislature

Senator Drue Pearce
District F

D uring Session: 

State Capitoi 
Juneau. AK 99S01-1182 

(907) 465-4993 
Fax (907) 465-3S72

SPONSOR STATEMENT 
FOR SB 171

If enacted, Senate Bill 171 would accomplish two key objectives 
related to the Alaska Industrial Development and Export Authority 
(AIDEA).

Section one of the bill gives legislative approval to the AIDEA to 
authorize the issuance of revenue bonds, up to $40 million, to finance 
the acquisition, design, and construction of public use aircraft 
fueling facilities located at the Anchorage International Airport.

Section two of the bill extends the sunset date of AIDEA's Business 
Assistance Fund to July 1, 1996 from the current sunset date of 
July 1, 1993.
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SB 171: "A n  A c t re la tin g  to  the con tracting  and financing
a u th o r ity  o f the A laska  In d u s tr ia l D evelopm en t and 
E x p o r t A u th o r ity , g iv in g  app ro va l o f the issuance o f 
th e  a u th o r ity ’s revenue bonds, and de la ying  the 
te rm in a tion  date o f the a u th o r ity ’s business 
assistance program ; and p ro v id in g  for an e ffec tive  
date.
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The bill as proposed provides authority for the Alaska Industrial Development 
and Export Authority (AIDEA) to issue up to $40,000,000 in bonds to finance 
the acquisition, design, and construction of public use aircraft fueling facilities 
at the Anchorage International Airport. The bill also provides a procurement 
exemption under AS 36.30 as allowed under AS 36.30.850(b)(8). This would 
authorize AIDEA to work through the Anchorage Fueling and Service 
Company (ASFC), the owner of the existing fueling facilities, to obtain 
information and services to develop a finance plan, and to manage the design 
and construction of the project. Design and construction contracting will be 
performed on a competitive basis.

The purpose of the project is to construct a new jet fuel storage tank farm and 
distribution system to accommodate future projected airline growth. The 
existing facilities are old, potentially unreliable and out-of-date as to 
environmental safety. In addition, the site of ASFC’s existing system is 
required for airport expansion which includes roadway/traffic improvements.

The bill also extends the sunset date of the Authority’s business assistance 
program until July 1,1996. The program provides an 80 percent guarantee on 
bank originated loans up to $1 million. The business assistance program is a 
helpful financial "tool" to assist in the development and expansion of small 
businesses throughout Alaska. In addition, the business assistance program 
is key to facilitating the newly created Rural Development Initiative Fund 
(RDIF) which is operated jointly through the Department of Community and 
Regional Affairs and AIDEA. The RDIF was designed to assist rural Alaskan 
entrepreneurs who may not currently be served by commercial financial 
institutions.

AIDEA fully supports SB 171.

Fuhs, Ctfmrnissioner^

j  - f  J

Date
dgl/161pp/aidea



A p r i l  2 ,  199 3

Mr. Riley snell DirectorAlaska Industria l Development Authority 480 w. Tudor Road Anchorage, Alaska 99503
Subject: Tesoro Alaska Support of S.B. 171

Dear Mr. Snell:
As per our recent discussion, Tesoro Alaska supports the successful passage of Senate B i l l  171 which w i l l  fa c i l i ta te  financing of needed a ircra ft fueling fa c i l i t ie s  at the Anchorage International Airport. These improvements are needed and w i l l  enable Alaska’s support f a c i l i t ie s  to keep pace with the current and future needs of the a ir cargo and passenger services. The resu lt provides benefits to a l l  Alaskans.
We w i l l  attempt to follow the progress of th is leg is la tion and w i l l  be available to ass is t your efforts as appropriate. I  w i l l  not be able to be in Juneau next week for your planned hearing; however on behalf of Tesoro Alaska please feel free to communicate our support.
I f  we may be of any future assistance In th is , or any other matter, please do not hesitate to contact me.

Sincerely,

Senior vice President
cc: Senator Drue PearceSenator Loren Leman Senator Johnny E l l i s  Senator Dave Donley

Taaoro AieMU Pttrowum Company, P.O. Bo* 19«78, Anohor^, 8061*0772 (807) 561-5621 FAX (907) 961.5047

2 0 'd 90:81 NOW £6-1? -HdV
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HOI1KKTJ. JIRSA 
VICE l'l'liSlOriNT, 
n m u c  a ffa ir s

March 31,1993

The Honorable Drue Pearse 
Co-chair Senate Finance Committee 
State Capitol Building 
Juneau, Alaska 99801

Dear.Senator Pearse:

Alaska Airlines fully supports SB 171 authorizing the Alaska Industrial 
Development and Export Authority to issue up to $40 million in bonds 
to design and construct a new jet fuel storage facility at Anchorage 
International Airport.

These facilities axe necessary to ensure an adequate supply of jet fuel to 
support domestic and international air traffic at Anchorage 
International Airport. They would also provide a reliable and 
environmentally sound fuel storage and distribution system for many 
decades.

A  reliahle jet fuel supply/distribution system is required at any major 
airport as it is the lifeline for any airline operation. An inadequate jet 
fuel system constricts an airport and any potential for growth for the 
surrounding communities it supports. Anchorage International 
Airport is the major international airport in the State of Alaska as well 
as die primary hub for flights between the lower 48 and outlying 
Alaska communities for domestic dr lines. Anchorage International 
Airport's continued success benefits the State of Alaska as a whole by 
attracting passenger and cargo air carriers generating visitors and jobs.

Sincerely,

B O X  6 0 0 0  S E A T T I .  K . W A  0 « I 6 8 . 0 D 0 0 / 2  0 (. • 1 .1 I . ,1 8 0 5
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ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

480 WEST TUDOR • ANCHORAGE, ALASKA 99503-8690 • (907) 561-8050 • FAX (907) 561-8998

March 22.1993

The Honorable Senator Drue Peaic?
Alaska State Legislature 
State Capitol 
Juneau, AK  99811

Dear Honorable Senator Pearce:

I would like to take this opportunity to provide you with an update on the Rural 
Development Initiative Fund (RDIF) loan program, As you will recall, the RDIF 
program was established by the Alaska Legislature in 1992 to provide business loans to 
mral Alaskans. The RDIF program targets small businesses that may not be eligible for 
traditional commercial financing.

Throughout the latter part of 1992 AIDEA worked closely with commercial lenders and 
the Department of Community and Regional Affairs (DCRA) in finalizing the emergency 
regulations and other administrativ details of the program. Working in concert with 
DCRA we produced a brochure for statewide distribution and also bought air time for a 
paid public service announcement on the Alaska Public Radio Network, whose member 
stations reach virtually every part of mral Alaska. The response has been overwhelming.

DCRA has been literally flooded with loan applications (over 300). Interest has been so 
high thar radio announcements were canceled after running less than three weeks. Total 
FY  93 funding far the RDIF program was $500,000. We share concerns with DCRA that 
given limited program funding and a maximum loan amount of $100,000 ($200,000 for 
two or more borrowers), the RDIF program will run out of money in a few month? It is 
critical that there is not a ,ap in available funding for RDIF loans during the first year of 
lending activity.

The program also fcw. > an additional challenge: the RDIF program operates under 
AIDEA's Business Assistance Program, which Is scheduled to be sunset on July 1, 1993. 
AIDEA fully supports the language in HB 110 and companion bill SB 79 which extends 
the sunset date to July 1, 1994. In our letters of February 17 and March 8, we provided 
the House State Affairs Committee and the Senate Health and Social Services Committee 
respectively with an overview of the Business Assistance Program. To date the Business 
Assistance Program has been underutilized but remains a valuable tool to assist in 
developing and expanding small businesses throughout Alaska. At the request of 
financial institutions, changes were made to the Business Assistance program in 1992 
under SB 226 and the Authority has seen an increased interest in the program.

I am enclosing a copy of the RDIF brochure. If I can answer additional questions about 
this exciting new program, or about our Business Assistance Program, please do not 
hesitate to contact me.

Sincerely,

/ Executive Director Dept, of Com. and Regional Affairs
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ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

480 WEST TUDOR • ANCHORAGE. ALASKA 99503-5690 • (907) 561-8050 • FAX (907) 561-8998

PROJECT FACT SHEET: Anchorage Fueling and Service Company
Tank Farm and Distribution Facilities

DATE: November 25, 1992

STATUS: The Legislature railed to act on bonding authority for this project in 1992. 
AIDEA may seek bonding approval in 1993.

P R O J E C T B U D G E T :  £40 million

SOURCE OF FUNDS: Revenue bonds sold by AIDEA

PURPOSE: To construct a new jet fuel storage tank farm and distribution system in order 
to accommodate future airline growth. The site of the existing system is needed for airport 
expansion. Existing facilities are also old and notenbally unreliable or environmentally 
unsafe.

PARTICIPANTS: AIDEA may finance the relocation and construction of the new tank 
farm and distribution system at Anchorage International .Airport.

BACKGROUND: The existing tank farm and distribution facilities must be removed due 
to planned airport expansion and roadway/traffic improvements at the airport The existing 
facilities also cannot accommodate future airline growth and old pipelines should be 
replaced to guarantee an uninterrupted supply of jet fuel to the airport and to eliminate the 
possibility of an environmental problem. The new facilities would be modem, efficient 

• safe, and environmentally sound

ECONOMIC EFFECTS: The new facilities would support increased activity at Anchorage 
International Airport and ensure a stable work environment for more than 100 employees.

SOCIAL EFFECTS: The project would ensure continued fuel service to the airport, while 
also ensuring operations that are safe .0 the environment and to workers.

SCOPE OF PROJECT: The new tank farm would consist of three 100,000-barrel tanks, 
pumps, fillers, operations building, and an on-ramp truck loading island New piping 
would be laid to tic into the Nildsid pipeline, replace the Port of Anchorage pipeline, and 
reroute the hydrant fueling system piping. The project would also include demolition of 
existing facilities and any necessary environmental remediation.
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OFFERED IN THE SENATE BY SENATOR RffiGER
TO: SB 173

Page 9, line 11, after "director.":
Insert "In this subsection, "gross premiums" means the premium charged for insurance 

before reducing the premium for a dividend or rate credit."
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OFFERED IN THE SENATE BY SENATOR RIEGER

TO: SB 173

Page 28, line 25:
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Insen "1998"
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SENATE BILL NO. 173 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY SENATORS RIEGER, Pearce. Said. Kelly. Phillips

Introduced: 3/25/93
Referred: L&C , FIN

A  B IL L

FOR AN ACT ENTITLED

1 "An Act relating to health insurance for small employers: and providing for an

2 effective date."

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

4 * Section I. PURPOSE, (a) The purpose of this Acl is to
5 (1) promote the availability of health insurance coverage to small employers
6 regardless of their health status or claims experience;
7 (2) prevent abusive rating practices;
8 (3) require disclosure of rating practices to purchasers;
9 (4) establish rules regarding renew; bililv of coverage;
0 (5) establish limitations on the use of preexisting condition exclusions;
1 (6) provide for development of "basic" and "standard" health benefit plans to
2 be offered to all small employers;
3 (7) provide for establishment of a reinsurance program; and
4 (8) improve the overall fairness and efficiency '.i‘ the small group health

SIMM 7 3 a -I-
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insurance market.

(b) It is not the purpose o f this Act to sh ift the cost o f p rovid ing  health insurance to 

small cm plovcis, to other insured persons, or to the state.

*  Set. 2. AS 21.36 is amended by adding a new section to read:

Sec. 21.36.025. U N F A IR  M A R K E T IN G  PRACTICES P R O H IB ITE D . A 

person may not violate the applicable provisions o f AS 21 .56 .ISO.

*  Sec. 3. AS 3 ^ .& $ 9 Q (d ) is amen 'ed to read:
s ^  ^ % I 1 „■,.*** •*, ̂

(d) Except to the extent necessary to com ply w ith  AS 21.42.365 and 
AS 21.56, a person may not practice or permit unfa ir d iscrim ination against a person 

who provides a service covered under a group d isab ility  po licy that extends coverage 

on an expense incurred basis, or under a group service or indem nity type contract 

issued by a nonprofit corporation, i f  the service is w ith in  the scope o f the prov ider’s 

occupational license. In this subsection, "p rovider" means a state licensed physician, 

dentist, osteopath, optom etrist, chiropractor, nurse m idw ife , advanced nurse 

practitioner, naturopath, physical therapist, occupational therapist, psychologist, 

psychological associate, or licensed clin ica l social worker.

*  Sec. 4. AS 21.36.090(d) is repealed and reenacted to read:

(d) Except to the extent necessary to com ply w ith  AS 21.42.365, a person may 

not practice or perm it unfa ir d iscrim ination against a person who provides a service 

covered under a group d isab ility  po licy that extends coverage on an expense incurred 

basis, or under a group service or indem nity type contract issued by a nonprofit 

corporation, i f  the service is w ith in  the scope o f the provider's  occupational license. 

In this subsection, "p rov ide r" means a state licensed physician, dentist, osteopath, 

optom etrist, chiropractor, nurse m idw ife , advanced nurse practitioner, naturopath, 

physical therapist, occupational therapist, psychologist, psychological associate, or 

licensed c lin ica l social worker.

*  Sec. 5. AS 21 is amended by adding a new chapter to read:

C H APTER  56. S M A L L  E M P LO Y E R  H E A LT H  IN SU R AN C E.

A R T IC L E  I. S M A L L  E M P LO Y E R  H E A LT H  R E IN S U R A N C E  A SS O C IA T IO N .

Sec. 21.56.010. C R E A T IO N : M EM B E R S H IP . A nonprofit incorporated legal 

entity to be known as the Small Em ployer Health Reinsurance Association is

SH  173 _ i  _
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established. Membership consists o f  all insurers licensed to transact health insurance 

in the state that o ffe r a health benefit plan. A ll members shall maintain membership 

in the association as a condition o f  doing health insurance business, or being able to 

o ffe r subscriber contracts, in the state.

Sec. 21.56.020. B O AR D  OF D IRECTO RS; O R G A N IZ A T IO N , (a) The board 

o f  directors o f the association consists o f nine ind iv iduals selected by partic ipating 

members, subject to approval by the director. The d irector shall endeavor to appoint 

at least six board members who are also small em ployer insurers. I f  the d irector is 

unable to appoint six board members who are also small employer insurers, the 

d irector may f i l l  the remaining seats w ith  any insurer. In selecting members o f the 

board, the director shall consider, among other things, whether all types o f 

partic ipating members are fa irly  represented.

(b) To the extent possible, one board member shall represent a health 

maintenance organization, one board member shall represent a hospital or medical 

service corporation, one board m em ber’ s principal health insurance business shall be 

in the small employer market, and one board member's principal health insurance 

business shall be in the large em ployer market. Members o f the board may be 

reimbursed from the association fo r expenses incurred by them as members, but may 

not otherwise be compensated by the association for their services. The costs o f 

conducting meetings o f the associate i and its board o f directors shall be borne by the 

association.

(c) A  member o f  the board serves for a term o f three years and may be 

reappointed to an unlim ited  number o f terms. The term o f a board member shall 

continue until a successor is appointed. A  vacancy on the board shall be filled  I 

partic ipating members, subject to approval by the director. A  board member may be 

removed by the director for cause.

Sec. 21.56.030. G E N E R A L  POWERS. The association may

(1) exercise the powers granted to insurers under the laws o f the state, 

except that the association may not issue insurance;

(2) sue or be sued;

(3) enter into contracts w ith  insurers, s im ila r associations in other

SIMM 7 3 a -3-
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stales, or w ith  other persons fo r the performance o f adm inistrative functions;

(4) establish adm inistrative and accounting procedures “  r . 

o f the association;

(5) take legal action as necessary to avoio the payment o f improper 

claim s against the association;

(6) define the array o f health coverage products fo r which reinsurance 

w il l be provided and issue reinsurance policies;

(7) establish rules, conditions, and procedures pertaining to the 

reinsurance o f  members' risks by the association;

(S) establish actuarial functions appropriate to the operation o f the

association;

(9) assess members under the provisions o f this chapter and make 

advance in terim  assessments as may be reasonable and necessary fo r organizational 

and interim  operating expenses: interim  assessments shall be credited as offsets against 

regular assessments due fo llo w in g  the close o f the calendar year:

(10) appoint appropriate legal, actuarial, and other committees as are 

necessary to provide technical assistance in the operation o f the association, design o f 

a policy or contract, or to assist in other functions o f the association;

(11) borrow money to accomplish the purposes o f the association; notes 

or other evidence o f  indebtedness o f the association that are not in default are 

investments fo r insurers and may be carried as admitted assets.

Sec. 21.56.040. P LA N  OF O PER ATIO N , (a) The association shall submit 

to the d irector a plan o f operation and amendments necessary or suitable to assure the 

fair, reasonable, and equitable adm inistration o f  the association. The director may, 

after notice and hearing, approve the plan o f operation i f  the d irector determines it to 

be suitable to assure the fair, reasonable, and equitable adm inistration o f the program 

on a proportionate basis under the provisions o f  this section and it does not sh ift 

program costs to other insured persons or the state. The plan o f operation and 

amendments become effective upon approval in w riting  by the director.

(b) A ll members o f  the association shall com ply w ith  the plan o f operation.

(c) The plan o f operation must establish procedures for

173 *4*
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1 ( I )  handling and accounting o f program assets and money o f the

2 association and for an annual fiscal report to the director;

3 (2) reinsuring risks under the provisions o f  this section;

4 (3) co llecting assessments from all members to provide fo r claims

5 reinsured by the association and for adm inistrative expenses incurred or estimated to

6 be incurred by the association;

7 (4) selection o f  an adm inistering insurer and establish the adm inistering

8 insurer’s powers and duties;

9 (5) effectuating a m ethodology for applying the do llar thresholds

10 contained in this section for insurers that pay or reimburse health care providers bv

11 capitation or salary; and

12 (6) provisions necessary o r proper fo r the execution o f  the powers and

13 duties o f  the association.

14 Sec. 21.56.050. H E A LT H  C AR E R E IN SU R AN C E, (a) A  member may

15 reinsure health care coverage o f an e lig ib le  employee o f a small employer or a

16 dependent o f  an elig ib le employee o f a small em ployer w ith  the association only under

17 the fo llo w in g  provisions:

18 (1) regarding a small em ployer basic or standard health benefit plan,

19 the association shall reinsure the level o f coverage provided;

20 (2) regarding a health care plan other than a small em ployer health

2» benefit plan the association shall reinsure the level o f coverage provided up to, bu not

22 exceeding, the level o f coverage provided in a small employer basic or standard health

23 benefit plan;

24 (3) a small em ployer insurer may reinsure an entire employer group

25 w ith in  60 days o f the commencement o f the group's coverage under a health benefit

26 plan;

27 (4) a small em ployer insurer may reinsure an e lig ib le  employee or

28 dependent w ith in  a period o f 60 days fo llo w in g  the commencement o f  the coverage

29 w ith  the small employer; a newly e lig ib le  employee or dependent o f a reinsured small

30 em ployer may be reinsured w ith in  60 days o f  the commencement o f coverage;

31 (5) the association may not reimburse a reinsuring insurer regarding the

S B 0 I 7 3 i i
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claims o f  a reinsured employee or dependent until the insurer has paid an in itia l level 

o f claim s lo r the employee or dependent o f  $5,000 in a calendar year for benefits 

covered by the association;

(6) a small employer insurer may terminate reinsurance for one or more 

o f the reinsured employees or dependents o f a small em ployer on any plan anniversary.

(b) Premium rates charged for coverage reinsured by the association shall be 

established as required under (e) o f this section and adjusted as fo llow s;

(1) fo r whole group small em ployer reinsurance coverage, 1.5 

m u ltip lied  by the base premium rate established by the association for e lig ib le  

employees, and dependents o f e lig ib le employees, o f a small em ployer all o f whose 

health insurance coverage is reinsured w ith  the association;

(2) fo r e lig ib le  employee or dependent health reinsurance coverage, 5.0 

m ultip lied  bv the base premium rate established by the association.

(c) I f  a health benefit plan coverage for a small em ployer is entire ly or 

partia lly  reinsured w ith  the association, the premium charged to the small employer for 

a rating period for the coverage issued under this section shall meet the premium rate 

requirements established under AS 21.56.120.

(d) On or before March I o f each year, the board shall determine and report 

to the d irector the association's net loss fo r the previous calendar year, including 

adm inistrative expenses and incurred losses for the year, taking into .ccount 

investment income and other appropriate gains and losses. A  net loss for the year 

shall be recovered by assessments collected from reinsuring insurers. The board shall 

establish, as part o f the plan o f operation, a form ula by which to make assessments 

against re insuring insurers. The assessment form ula must be based on each reinsuring 

insurer’s share o f the total premiums earned in the preceding calendar year from health 

benefit plans delivered or issued for delivery to small employers in this slate by 

reinsuring carriers and each reinsuring insurer's share o f the premiums earned in the 

preceding calendar year from newly issued health benefit plans delivered or issued for 

delivery during the calendar year to small employers in this stale by re insuring 

insurers. In determ ining an assessment, i f  any. that is collected from a member, the 

fo llow ing  provisions apply:
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(1) the form ula established under this subsection may not result in a 

re insuring insurer having an assessment share that is less than 50 percent or more than 

’ 50 percent o f  an amount that is based on the proportion o f the reinsuring insurer's 

total premiums earned in the preceding calendar year from health benefit plans 

delivered or issued for delivery to small employers in this state by reinsuring insurers 

to total prem iums earned in the preceding calendar year from health benefit plans 

delivered or issued for delivery to small employers in this stale by all reinsuring 

carriers;

(2) the board may, w ith  approval o f the director, change the assessment 

form ula established under this section from time to time as appropriate; the board may 

provide for the shares o f the assessment base attributable to premiums from all health 

benefit plans and to premiums from newly issued health benefit plans to vary during 

a transition period;

(3) subject to the approval o f the director, the board shall make an 

adjustment to the assessment form ula for reinsuring carriers that are approved health 

maintenance organizations that are federally qualified under 42 U.S.C. 300. to the 

extent, i f  any, that restrictions are imposed o r those organizations that are not imposed 

on other small em ployer carriers;

(4) annually before March 1, the board shall determine and file  w ith  

the director an estimate o f the assessments needed to fund losses incurred by the 

association in the previous calendar year;

(5) i f  the board determines that the assessments needed to fund the 

losses incurred by the association in the previous calendar year w il l exceed five 

percent o f total premiums earned in the previous year from health benefit plans 

delivered o r issued for delivery to small employers in this state by reinsuring insurers, 

the board shall evaluate the operation o f the program and report its findings, including 

any recommendations for changes to the plan o f  operation, to the d irector w ith in  lt() 

days fo llo w in g  the end o f the calendar year in which the losses were incurred; the 

evaluation must include an estimate o f future assessments, the adm inistrative costs o f 

the program, the appropriateness o f the premiums charged, and the level o f insurer 

retention under the program and the costs o f coverage for small employers; i f  the

S ltO  173a -7-
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board fails to file  a report w ith  the director w ith in  c)() days fo llo w in g  the end o f  the 

applicable calendar year, the d irector may evaluate the operations o f  the program and 

im plem ent amendments to the plan o f operation the d irector determines necessary to 

reduce future losses and assessments;

(6) i f  assessments exceed net losses o f the association, the excess shall 

be held in an interest bearing account and used by the board to offset future losses or 

tr> reduce association premiums; in this paragraph, "future losses" include a reserve for 

incurred but not reported claims;

(7) the board shall annually determine a member's proportion o f 

participation in the association based on annual statements and other reports 

determined necessary by the board and filed by the member w ith  the board; an insurer 

shall report to the board a claim  payment made and adm inistrative expense incurred 

in this state on a semi-annual basis on a form prescribed by the director;

(8) the plan o f operation must include a provision for the im position 

o f an interest penalty fo r late payment o f assessments;

(9) a member may request a deferment from the director, in whole or 

in part, from an assessment issued by the board; the director may defer, in whole or 

in part, the assessment o f a member if, in the opin ion o f the d irector payment o f the 

assessment would endanger the ab ility  o f the member to fu lf i l l  the member's 

contractual obligations;

(10) in the event an assessment against a member is deferred in whole 

or in part, the amoim. ny which the assessment is deferred may be assessed against the 

other members in a manner consistent w ith  the basis for assessments set out in this 

subsection; the member receiving a deferment shall remain liable to the association for 

the amount deferred; the d irector may attach conditions to a deferment: a member 

receiving a deferment may not reinsure an ind iv idua l or group as provided under this 

section until the assessment is paid.

(e) The board, as part o f the plan o f operation, shall establish a methodology 

fo r determ ining premium rates to be charged by the program for reinsuring small 

employers and ind iv idua ls under this section. The methodology must include a system 

fo r classification o f  small employers that reflects the types o f case characteristics

-X-
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com m only used by small employer insurers in the stale. The methodology musl 

provide fo r the development o f base reinsurance premium rates that shall he m ultip lied  

by the factors set out in (b) o f this section to determine the premium rates fo r the 

association. The base reinsurance premium rates shall be established by the board, 

subject to the approval o f the director, and shall be set at levels that reasonably 

approximate gross premiums charged to small employers by small em ployer insurers 

for health benefit is  w ith  benefits s im ila r to the standard health benefit plan. The 

board shall review  t.ie methodology established under this subsection to ensure that the 

methodology reasonably reflects tee claims experience o f  the program. Changes to the 

methodology may be proposed by the board, and are subject to approval by the 

director.

Sec. 21.56.060. H E A LT H  B E N E F IT  PLAN  C O M M IT T E E , (a) The health 

benefit plan committee is established in the association. The committee is composed 

o f seven members selected by the d irector as fo llow s:

(1) three members who arc representatives o f partic ipating insurers:

(2) one member who represents small employers;

(3) one member who represents employees o f small employers; and

(4) one member who represents health care providers; and

(5) one member who represents agents or brokers.

(b) The committee shall recommend benefit levels, cost sharing levels, 

exclusions and lim ita tions for the basic and standard health benefit plan offered under 

AS 21.56.140. The committee shall also design a basic health benefit plan and a 

standard health benefit plan that contain benefit and cost sharing levels that are 

consistent w ith  the basic method o f operation and the benefit plans o f health 

maintenance organizations, including restrictions imposed by federal law. The plans 

recommended by the committee may include the fo llow ing  cost containment features:

(1) u tiliza tion  review o f health care services, including review o f the 

medical necessity o f hospital and physician services:

(2) case management;

(3) selective contracting w ith  hospitals, physicians, and othet health

care providers;
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1 (4) reasonable benefit d iffe rentia ls applicable to providers that

2 participate or do not participate in arrangements using icstricted network provisions;

3 and

4 (5) other managed care provisions.

5 Sec. 21.56.070. R EQ U IR ED  REPORT. The board shall study and report at

6 least once every two years to the d irector and to the legislature on the effectiveness

7 o f this chapter. The report must analyze the effectiveness o f the chapter in prom oting

8 rate s tab ility , product ava ilab ility , and coverage a ffo rdab ility . The report may contain

9 recommendations fo r actions to im prove the overall effectiveness, effic iency, and

10 fairness o f  the small group health insurance marketplace. The report must address

11 whether insurers, agents, brokers, managing general agents, and third-party

12 adm inistrators are fa irly  and actively m arketing or issuing health benefit plans to small

13 employers in fu lfillm e n t o f the purposes o f the chapter. The report may contain

14 recommendations for market conduct or other regulatory standards or action.

15 Sec. 21.56.0S0. A D M IN IS T R A T IV E  PROCEDURE A C T. The association is

16 exempt from AS 44.62 (A dm in istra tive  Procedure Act).

17 Sec. 21.56.090. T A X  E X E M P TIO N . The association is exempt from the

18 payment o f  fees and taxes levied by the state or any o f its politica l subdivisions except

19 taxes levied on real or personal property.

20 Sec. 21.56.100. L IM IT A T IO N  OF L IA B IL IT Y . A  member o f the association

21 is not liab le fo r c iv il damages resulting from an act or omission o f the member on

22 behalf o f  the association unless the member acts w ith  gross negligence or intentional

23 m isconduct.

24 A R T IC L E  2. S M A L L  E M P LO Y E R  H E A LT H  IN S U R A N C E  PLANS.

25 Sec. 21 .56.110. A P P L IC A B IL IT Y , (a) An ind iv idua l or group health benefit

26 plan is subject to the provisions o f this chapter i f  the plan provides health care benefits

27 covering employees o f a small em ployer and i f  one o f the fo llow ing  conditions are

28 met:

29 ( I )  any portion o f  the premium or benefits is paid by a small employer:

30 (2) a covered ind iv idua l or dependent is reimbursed, through wage

31 adjustments or otherwise, by or on behalf o f a small em ployer for all or a portion o f
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1 the prem ium ; or

2 (3) the health benefit plan is treated b\ the em ployer or any o f the

3 e lig ib le  employees or dependents as part o f a plan or program fo r the purposes o f  26

4 U.S.C. 106 or 26 U.S.C. 162 (Internal Revenue Code).

5 (b) Except as provided in this chapter, other provisions o f law requiring the

6 coverage or the o ffe r o f  coverage o f a health care service i r benefit and other

7 provisions o f  law requiring the reimbursement, u tiliza tion , or consideration o f a

S specific category o f  a licensed or certified health care practitioner do not apply to a

9 health benefit plan offered or delivered to a small employer.

10 (e) Except as provided in this subsection, for purposes o f this chapter insurers

11 that are alTiliat d companies or that are e lig ib le  to file  a consolidated tax return shall

12 be treated as one insurer and a restriction or lim ita tion  imposed under this chapter shall

13 apply as i f  all health benefit plans delivered or issued fo r delivery to a small em ployer

14 in this stale by an a ffilia ted  insurer were issued b\ one insurer. An a ffilia ted  insurer

15 that is a health maintenance organization having a certificate o f authority under

16 AS 21.86 may be considered to be a separate insurer for the purposes o f this chapter.

17 (d) Th is chapter does not apply to a po licy  or certificate o f insurance that

IS covers a specified disease or to a hospital indem nity or lim ited benefit health insurance

19 po licy  i f  the insurer o ffe ring  the policy or certificate files w ith  the d irector on or

20 before March I o f each year a statement that ( I ) certifies that the po licy  or certificate

21 described in this subsection is being offered and marketed as supplemental health

22 insurance and not as a substitute for hospital or medical expense insurance, or major

23 medical expense insurance and (2) includes a summary description o f  each policy or

24 certificate, inc lud ing  the average annual premium rate or range o f rates, charged for

25 the po licy  or certificate in this stale. An insurer who offers a policy o r certificate

26 described in this subsection in this stale for the first lim e ..hall provide the in form ation

27 described in this subsection not less than 30 days before the po licy or certificate is

28 issued or delivered in this stale.

29 Sec. 21.56.120. P R E M IU M  RATE RESTR IC TIO N S D ISCLO SUR ES:

30 REPORTS; C O N F ID E N T IA L IT Y . (;.) A  premium rale fo r a health benefit plan

31 subject to this chapter is subject to the fo llo w in g  provisions:
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I ( I )  the prem ium rate charged or offered during a rating period to small

■> employers w ith  s im ila r case characteristics as determined by the insurer for the same

3 or s im ila r coverage may not vary from the applicable index rate by more than 35

4 percent o f  the applicable index rate;

5 (2) regarding a health benefit plan issued before July 1, 1993. i f

6 p.em ium  rates charged or offered fo r the same or s im ila r coverage under a health

7 benefit plan covering a small employer w ith  s im ila r case characteristics as determined

8 by the insurer exceeds the applicable index rate by more than 35 percent, an increase

9 in prem ium  rates for a new rating period may not exceed the sum o f

10 (A ) a percentage change in the base premium rale measured

11 from  the first day o f the p rio r rating period to the first day o f  the new rating

12 period; plus

13 (B ) adjustments due to changes in case characteristics or plan

14 design o f the small employer, as determined by the insurer;

15 (3) the percentage increase in the premium rate charged to a small

16 em ployer fo r a new rating period may not exceed the sum o f the fo llow ing :

17 (A ) the percentage change in the new business premium rate

18 measured from the firs t day o f the prior rating period to the first day o f  the

19 new rating period; in the case o f a health benefit plan into which the small

20 em ployer insurer is no longer enro lling  new small employers, the small

21 em ployer insurer shall use the percentage change in the base premium rate.

22 provided that the change does not exceed, on a percentage basis, the change in

23 the new business premium rate for the most s im ila r health benefit plan into

24 which the small employer insurer is actively enro lling  new small employers:

25 (B ) any adjustment, not to exceed 15 percent annually and

26 adjusted pro rata fo r rating periods o f less than one year, due to the cla im

27 experience, health status, or duration o f coverage o f the employees or

28 dependents o f  the small em ployer as determined from the small employer

29 insurer's rate manual; and

30 (C ) any adjustment due to change in coverage or change in the

31 case characteristics o f the small employer, as determined from the small
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em ployer insurer’ s rate manual;

(4) adjustments in rates lo r c la im  experience, health status, and duration 

o f coverage may not be charged to ind iv idua l employees or dependents; any 

adjustment must be applied un ifo rm ly  to the rales charged for a ll employees and 

dependents o f the small employer;

(5) a premium rate fo r a health benefit plan shall com ply w ith  the 

requirements o f this section notw ithstanding an assessment paid or payable by small 

em ployer insurers under AS 21.56.050(d);

(6) a small em ployer insurer may u tilize  industry as a case 

characteristic in establishing premium rates, provided that the rale factor associated 

w ith  an industry classification may not vary by more than 15 percent from the 

arithm etic average o f the highest and lowest rate factors associated w ith  all industry 

classifications;

(7) a small em ployer insurer shall

(A ) apply rating factors, including case characteristics, 

consistently w ith  respect to all small employers: rating factors must produce 

premiums for identical groups that d iffe r only by amounts attributable to plan 

design and do not reflect differences due to the nature o f  the groups assumed 

to select particular health benefit plans; and

(13) treat all health benefit plans issued or renewed in the same 

calendar month as having the same rating period:

(5) for the purposes o f  this subsection, a health benefit plan that 

contains a restricted provider network may not be considered s im ila r coverage to a 

health benefit plan that does not u tilize  a restricted provider network i f  the restriction 

o f benefits to network providers results in substantial differences in claim  costs;

(6) a small em ployer insurer may not use case characteristics, other 

than age. sex, industry, geographic area, fam ily  com position, and group size w ithout 

p rio r approval o f the director.

(b) In connection w ith  the o ffe ring  lo r sale o f  a health benefit plan to a small 

employer, a small employer insurer shall make a reasonable disclosure, as part o f its 

so lic ita tion  and sales materials, o f the fo llow ing :
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1 (1) the extent that premium rales lo r a specified small em ployer are

2 established or adjusted based upon the actual or expected variation in claim s costs or

3 actual or expected variation in health status o f the employees o f the small em ployer

4 and their dependents; and

5 (2) the provisions o f the health benefit plan

6 (A ) concerning the small employer insurer’ s right to change

7 prem ium rates and factors, other than cla im  experience, that affect changes in

8 prem ium rates;

9 (B ) relating to rcncw ability  o f  policies and contracts: and

10 (C ) relating to any preexisting condition provision.

11 (c) A  small em ployer insurer shall

12 (1) m aintain at its principal place o f business a complete and detailed

13 description o f its rating practices and renewal underwriting practices, including

14 in form ation and documentation that demonstrate that its rating methods and practices

15 are based upon com m only accepted actuarial assumptions and are in accordance w ith

16 sound actuarial principles;

17 (2) f ile  w ith  the d irector annually, on or before March 15, an actuarial

18 certifica tion  ce rtify ing  that the insurer is in compliance w ith  this chapter and that the

19 rating methods o f the small employer insurer are aeluaria lly sound; the certifica tion

20 shall be in a form and manner, and must contain inform ation, as specified by the

21 director; a copy o f the certifica tion  shall be retained by the small em ployer insurer at

22 its principal place o f  business;

23 (3) make the in form ation and documentation described in (1) o f  this

24 subsection available to the d irector upon request; the inform ation is confidentia l and

25 not subject to disclosure, except

26 (A ) as agreed to by the small employer insurer;

27 (B ) as ordered by a court o f competent ju risd ic tion ; or

28 (C ) the d irector may use the in form ation or other discovered

29 inform ation in a ju d ic ia l or adm inistrative proceeding.

30 (d) The d irector may adopt regulations to implement the provisions o f  this

31 section and to ensure that rating practices used by small employer insurers are

S B  173 -14-

New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]
S B O I7 3 a



consistent w ith  the purposes o f this act, including ensuring that differences in rates 

charged for health benefit plans by small em ployer insurers arc reasonable and reflect 

objective differences in plan design, not inc lud ing differences due to the nature o f  the

groups assumed to select particular health benefit plans.

Sec. 21.56.130. R E N E W A B IL IT Y  OF C O V ER AG E , (a) A  health benefit 

plan subject to this chapter shall be renewable w ith respect to all e lig ib le  employees 

and dependents at the option o f the small employer, except for

(1) nonpayment o f  the required premiums;

(2) fraud or misrepresentation o f the small employer or, w ith  respect 

to coverage o f ind iv idua l insureds, the insureds or their representatives;

(3) noncompliance w ith  the m in im um  participation or employer 

contribu tion  requirements;

(4) repeated misuse o f a provider network provision; or

(5) a small em ployer insurer who elects not to renew all o f its health

benefit plans delivered or issued fo r delivery to small employers in this state; an 

insurer who elects not to renew as described in this paragraph shall

(A ) provide advance notice o f the decision to the director and 

to the d irector o r com m issioner o f insurance in each state in which the insurer 

is licensed; and

(B ) provide notice o f the decision not to renew coverage to all 

affected small employers and to the insurance regulatory o ffice  in each stale 

in which an affected covered ind iv idual is known to reside at least 186 days 

before the fa ilu re  to renew the health benefit plan by the insurer: notice to the 

d irector under this subparagraph shall be provided at least three w ork ing  days 

before the notice to the affected small employers;

(6) a health benefit plan for which the d irector finds that the 

continuation o f  the coverage would

(A ) not be in the best interests o f the policyholders or certificate

holders; or

(B ) im pa ir the insurer’s ab ility  to meet its contractual

obligations.
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1

(b) A  small employer msurcr that elects not to renew a health benefit plan 

under (a)(5) o f this section may not w rite  new business in the small em ployer market

3 in this state fo r a period o f  five years from the date o f notice to the director.

4 (c) I f  a small employer insurer is doing business in only one established

5 geographic service area o f the state, the provisions in this section apply only to the

6 insurer’ s operations in that established service area.

7 Sec. 21.56.140. R EQ U IR ED  OFFER OF C O V ER AG E , (a) Except as

X provided under AS 21.56.160, a small employer insurer shall, as a condition o f

9 transacting business in this state w ith  small employers, o ffe r to small employers at

Id least two health benefit plans. One health benefit plan offered by a small employer

11 insurer shall be a basic health benefit plan and one plan shall be a standard health

12 benefit plan. A  small employer insurer shall issue a basic health benefit plan or a

13 standard health benefit plan to an e lig ib le  small employer that applies for either plan.

14 agrees to make the required premium payments, and agrees to satisfy the other

15 reasonable provisions o f the health benefit plan not inconsistent w ith  this chapter.

16 (b) A  small em ployer insurer shall file  w ith the director, under AS 21.42, the

17 basic health benefit plans and the standard health benefit plans to be used by the

IS insurer.

19 (c) The director at any time may, after provid ing  notice and an opportun ity for

20 a hearing to a small employer insurer as provided under AS 21 .06 .ISO - 21.06.210,

21 disapprove the continued use by the small employer insurer o f a basic or standard

22 health benefit plan i f  the plan does not meet the requirements o f this chapter.

23 Sec. 21.r 6 .150. R EQ U IR ED  H E A LT H  B E N E FIT  PRO VISIO NS. A  health

24 benefit plan covering a small employer must include the fo llo w in g  provisions:

25 ( I )  a health benefit plan may not deny, exclude, or lim it benefits for

26 a covered ind iv idua l for losses incurred more than 12 months fo llo w in g  the effective

27 date o f the ind iv idua l's  coverage due to a preexisting condition; a health benefit plan

2X may not define a preexisting condition more restrictive ly than

29 (A ) a condition that would have caused an o rd inarily  prudent

30 person to seek medical advice, diagnosis, care, or treatment during the six

31 months imm ediately preceding the effective date o f coverage;
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(B ) a condition fo r which medical advice, diagnosis, care, or 

treatment was recommended or received during the six months im m ediately 

preceding the effective date o f coverage; or

(C ) a pregnancy existing on the e ffective date o f coverage;

(2) a small employer insurer must waive any time period applicable to 

a preexisting condition exclusion or lim ita tion  period w ith  respect to particular services 

in a health benefit plan to r the period o f time an ind iv idua l was previously covered by 

q ua lify ing  previous coverage that provided benefits w ith  respect to the services, 

provided that the qua lify ing  previous coverage was continuous to a date not more than 

90 days before the effective date o f  the new coverage; the period o f continuous 

coverage may not include a w a iting  period for the effective date o f  coverage applied 

by the em ployer or insurer; this paragraph docs not preclude application o f a w a iling  

period applicable to all new enrollees under the health benefit plan;

(3) a health benefit plan may exclude coverage for late enrollees fo r the 

greater o f IS months or fo r an 18-month preexisting condition exclusion, provided that 

i f  both a period o f exclusion from  coverage and a preexisting condition exclusion are 

applicable to a late enrollee, the combined period may not exceed IS months from the 

date the ind iv idua l enrolls “or coverage under the health benefit plan;

(4) requirements used by a small employer insurer in determ ining 

whether to provide coverage to a small em ployer shall be applied un ifo rm ly  among all 

small employers w ith  the same number o f e lig ib le  employees applying fo r coverage 

or receiving coverage from  the small employer insurer, except that a small employer 

insurer may vary application o f  m in im um  participation requirements and m in im um  

em ployer contribution- requirements by the size o f the small em ployer group:

(5) a small em ployer insurer may not increase a requirement for 

m in im um  employee partic ipation or a requirement fo r m in im um  employer contribution 

applicable to a small em ployer at any time after the small employer has been accepted 

fo r coverage, except as allowed under (4) o f this section;

(6) i f  a small em ployer insurcr offers coverage to a small employer, the 

small em ployer insurer shall o ffe r coverage to all o f the e lig ib le  employees o f a small 

em ployer and their dependents; a small em ployer insurer may not o ffe r coverage to
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only certain ind iv idua ls in a small em ployer group or to on ly part o f  the group, except 

in the case o f  late enrollees as provided in (3) o f  this section:

(7) except as provided in ( I )  and (3) o f  this section, a small employer 

insurer may not, by a rider or amendment applicable to a specific ind iv idua l, restrict 

or exclude coverage or benefits by type o f illness, treatment, medical condition, or 

service otherwise covered by the plan.

Sec. 21.56.160. E X E M P TIO N  FROM R EQ U IR ED  OFFER OF C O VER AG E,

(a) A. small em ployer insurer is not required to o ffe r coverage or accept applications 

under AS 21 .56 .140(a)

(1) i f  the small employer is not physically located in the insurer's 

established geographic service area;

(2) i f  the employee does not w ork or reside w ith in  the insurer's 

established geographic service area:

(3) w ith in  an established geographic service area where the small 

employer insurer reasonably anticipates, and demonstrates to the satisfaction o f the 

director, that it w il l not have the capacity to deliver service adequately to the members 

o f the groups because o f its obligations to existing group policyholders and enrollees:

(4) i f  the small employer insurer is on ly m aintain ing in-force business 

and has ceased enro lling  new employer groups on or before January 1. 1993: this 

paragraph does not exempt a small employer insurer from the other provisions o f this 

chapter; or

(5) i f  the certificate o f  authority or bylaws o f  the insurer do not permit 

the insurer to issue coverage on a marketwide basis; an insurer described in this 

paragraph shall com ply w ith  AS 21.56.140 regarding small employers that meet the 

requirements o f the insurer's certificate o f authority or bylaws: this paragraph does not 

apply to insurers who lim it coverage based on health status or health risk.

(b) A small em ployer insurer that cannot o ffe r coverage under (a)(3) o f this 

section may not o ffe r health insurance coverage in the applicable area to new cases o f 

em ployer groups w ith  more than 25 e lig ib le  employees or to small em ployer groups 

until the later o f 180 days fo llo w in g  each refusal or the date on which the insurer 

notifies the d irector that it has regained capacity to de liver services to small employer
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groups.

(e) A  small em ployer insurer may not lie required lo provide health insurance 

coverage to small employers lo r any period o f lime lo r which the d irector determines 

that requiring the acceptance o f small employers w ould place the small employer 

insurer in a financ ia lly  impaired condition.

Sec. 21.56.170. C O N D IT IO N S  FOR C EASIN G  TO  DO BUSINESS. A small 

em ployer insurer or a welfare arrangement may cease doing business in the small 

I em ployer market i f  the insurer or welfare arrangement provides notice o f the decision

lo cease doing business in the small em ployer market to the d iv is ion , the board, the 

po licyholder or contract holder, and the employer, and coverage under a health benefit 

plan subject to this chapter is continued for one year after the dale o f the notice 

required under this section. A  small employer insurer or a welfare arrangement that 

ceases doing business in the small employer marketplace may not reenter the small 

em ployer marketplace for a period o f five years from the dale o f the notice required 

under this section.

See. 21 .56.ISO. FA IR  M A R K E T IN G  S T A N D A R D S , (a) A  small employer 

insurer shall active ly market health benefit plan coverage, including  the basic and 

standard health benefit plans, to e lig ib le  small employers in the state. I f  a small 

em ployer insurer denies coverage to a small employer on the basis o f the health status 

or cla im s experience o f the small em ployer or its employees or dependents, the small 

em ployer insurer shall o ffe r the small em ployer die opportun ity to purchase a basic 

health benefit plan and a standard health benefit plan.

(b) Except as provided in this subsection, a small employer insurer may not, 

d irectly or ind irectly , encourage or direct small employers to refrain from filin g  an 

application for coverage w 'th  the small employer insurer because o f  the health status, 

claim s experience, industry, occupation, or geographic location o f the small employer, 

or encourage or direct small employers to seek coverage from another insurer because 

o f the health status, cla im s experience, industry, occupation, or geographic location o f 

the small employer. Th is subsection does not apply to in form ation provided by a 

small employer insurer to a small employer regaining the established geographic 

I service area or a restricted network provision o f a small employer insurer.
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(c) Except as provided in this subsection, a small em ployer insurer may not. 

d irectly  or ind irectly , enter into a contract, agreement, or arrangement w ith  an agent, 

broker, managing general agent, or th ird-party adm inistrator that provides for or results 

in the compensation paid to an agent or broker for the sale o f a health benefit plan to 

be varied because o f the health status, claim s experience, industry, occupation, or 

geographic location o f the small employer. Th is subsection does not apply to a 

compensation arrangement that provides compensation lo an agent, broker, managing 

general agent, or th ird-party adm inistrator on the basis o f a percentage o f premium, 

provided that the percentage does not vary because o f the health status, claims 

experience, industry, occupation, or geographic area o f the small employer.

(d) A  small employer insurer

(1) shall provide reasonable compensation, as provided uncu the plan 

o f  operation o f  the program, to an agent, broker, managing general agent, or third-party 

adm inistrator, i f  any, for the sale o f a basic or standard health benefit plan;

(2) or agent, broker, managing general agent, or third-party 

adm inistrator may not induce or otherwise encourage a small em ployer to separate or 

otherwise exclude an employee from health coverage or benefits provided in 

connection w ith  the em ployee’s employment;

(3) may only deny tin application fo r coverage from a small employer 

in w ritin g  and i f  the reasons fo r the denial are staled.

(e) The director may by regulation establish additional standards to provide for 

the fa ir m arketing and broad ava ilab ility  o f health benefit plans to small employers in 

this state.

( f)  A  v io la tion  o f this section by a person is an unfa ir trade practice fo r 

purposes o f AS 21.36.

(g) I f  a small em ployer insurer enters into a contract, agreement, or other 

arrangement w ith  a th ird-party adm inistrator to provide adm inistrative, marketing, or 

other services related to the o ffe ring  o f health benefit plans lo small employers in this 

state, the th ird-party adm inistrator is subject to this section as i f  it were a small 

em ployer insurer.

Sec. 21.56.190. M A N D A T O R Y  REISSUE OF C O VER AG E. The director
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1 may adopt regulations to require small em ployer insurers, as a condition o f transacting

2 business w ith  small employers in this state ui'lei July !. 1903. to reissue a health

3 benefit plan to a small employer who has had its health benefit plan terminated or not

4 renewed by the insurer after January 1, 1993. The d irector may prescribe the terms

5 fo r the reissue o f  coverage that the d irector determines are reasonable and necessary

6 to provide continu ity  o f coverage to small employers.

7 Sec. 21.56.250. D E F IN IT IO N S . In this chapter.

8 ( I )  "actuarial ce rtifica tion " means a w ritten  statement by a member o f

9 the Am erican Academy o f Actuaries or another ind iv idua l acceptable to the d irector

10 ind icating that based on the person's exam ination, inc lud ing  .i review o f  the

11 appropriate records, actuarial assumptions, and methods used b\ the insurer in

12 establishing prem ium rates fo r applicable health insurance plans that a small em ployer

13 insurer is in com pliance w ith  the provisions o f AS 21.56.120:

14 (2) " a ffilia te " or "a ffilia ted " means a person who d irectly  or ind irectly .

15 through one or more intermediaries, controls or i> contro lled b \ or is under common

16 control w ith , a specified person;

17 (3) "association" means the Small Em ployer Health Reinsurance

18 Association created in AS 21.56.010;

19 (4) " base premium rate" means the lowest premium rate charged or that

20 could have been charged under the rating system b\ the small em ployer insurer to

21 small employers w ith  s im ila r case characteristics fo r health benefit plans w ith  the same

22 or s im ila r coverage;

23 (5) "basic health benefit plan" means a lower cost plan offered under

24 AS 21.56.140;

25 (6) "board1 means the board o f directors o f the association;

26 (7) "case characteristics" means demographic or other objective

27 characteristics o f  a small em ployer that are considered by the small employer insurer

28 in the determ ination o f premium rates fo r the small employer, provided that cla im

29 experience, health status, and duration o f coverage may not be case characteristics for

30 the purposes o f  this chapter;

31 (8) "com m ittee" means the health benefit plan committee established

•
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I in AS 21.56.060;

■> (9) "dependent" means the spouse 01 an unnuirried child  o f an e lig ib le

3 employee who is not yet 19 years o f age; an unmarried ch ild  who is a fu ll-tim e

4 student, who is not yet 23 years o f age. and who is financia lly  dependent upon the

5 parent; and an unmarried child  o f any age who is medically certified as disabled and

6 dependent upon the parent, subject to applicable terms o f the health benefit plan

7 covering the employee;

8 (10) "e lig ib le  employee" means an employee who works on a fu ll-tim e

9 basis, w ith  a normal w ork week o f 30 or more hours, and includes a sole proprietor.

10 a partner o f a partnership or an independent contractor, provided the sole proprietor.

11 partner, or contractor is included as an employee under a health benefit plan o f a small

12 em ployer, but does not include an employee who works on a part-time, temporary, or

13 substitute basis;

14 (11) "established geographic service area" means a geographic area

15 w ith in  which the insurer is authorized to provide coverage under the insurer's

16 certificate o f  authority as approved bv the director;

17 (12) "health benefit plan" means a hospital or medical policy or

18 certificate, m ajor medical expense insurance, health, hospital, or medical service

19 corporation contract, a plan provided by an insurer or welfare arrangement, and a

20 health maintenance organization contract offered by an employer; "health benefit plan"

21 does not include a po licy  covering only accident, credit, dental, d isability  income.

22 long-term  care, hospital indem nity, fixed indem nity. Medicare supplement, sp^J fied

23 disease, vis ion care, coverage issued as a supplement to lia b ility  insurance, w orker's

24 compensation insurance, automobile medical payment insurance i f  the insurer complies

25 w ith  the provisions o f AS 21.56.110(d), o r a Ta l't-Hartlcy trust;

26 (13) "index rate" means for small employers w ith  s im ila r case

27 characteristics and plan designs as determined by the insurer for a rating period, the

28 arithm etic average o f the applicable base premium rate and the corresponding highest

29 prem ium rate;

30 (14) "insurer" has the meaning given in AS 21.90.900 and includes a

31 welfare arrangement, a fraternal benefit society, a health maintenance organization, a
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hospital service corporation, and a medical service corporation:

(15) "late enrollec" means an e lig ib le  employee or dependent who 

requests enrollm ent in a small em ployer's health benefit plan fo llo w in g  the in itia l 

enro llm ent period for which the employee or dependent was e lig ib le  lo enroll under 

the terms o f  the health benefit plan except that an e lig ib le  employee or dependent may 

not be considered a late enrollec i f

(A ) the ind iv idua l

( i)  was covered under qua lify ing  previous coverage at 

the time o f the in itia l enrollm ent:

( i i )  has lost coverage under qua lify ing  previous coverage 

as a result o f the term ination o f employment or e lig ib ility , tKe 

involuntary term ination o f the qua lify ing  previous coverage, death o f a 

spouse, or divorce o r dissolution o f  marriage; and

( i i i )  requests enrollm ent w ith in  30 days after the 

term ination o f  the qua lify ing  previous coverage: or

(13) the ind iv idua l is employed by an em ployer who offers 

m u ltip le  health benefit plans and the ind iv idua l elects a d ifferent health benefit 

plan during an open enrollm ent period: or

(C ) a court has ordered coverage to be provided for a spouse 

or m inor ch ild  under a covered em ployee’s plan and request for enrollm ent is 

made w ith in  30 days after issuance o f the court order:

(16) "member" means all insurers issuing health benefit plans, welfare 

arrangements and, to the extent permitted under 26 U.S.C'. 1001 - 1461 (Employee 

Retirement Income Security A c t), other benefit arrangements p rov id ing  health benefit 

plans in this state;

(17) "new business premium rate" means the lowest premium rate 

charged or offered, or that could have been charged or offered, by the small em ployer 

insurer to small employers w ith  s im ila r case characteristics for new ly issued health 

benefit plans w ith  the same or s im ila r coverage:

(IS ) "plan o f operation" means the plan o f operation o f  the association 

adopted by the board under AS 21.56.040:
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(19) "qua lify ing  previous coverage" anil "qua lify ing  existing coverage ' 

mean benefits or coverage provided under

(A ) Medicare or M edicaid;

(13) ;m employer-based health insurance or health benefit 

arrangement that provides benefits s im ila r to or exceeding benefits provided 

under the basic health benefit plan; or

(C) an ind iv idua l health insurance policy, including coverage 

issued under AS 2 1.84, AS 21.86, or AS 21.87 that provides benefits s im ila r 

to or exceeding the benefits provided under the basic health benefit plan, 

provided that the policy has been in effect for a period o f at least one year:

(20) "rating period" means the calendar period fur w h iu i premium rales 

established by a small employer insurer are assumed to be in effect;

(21) "reinsuring insurer" means a small employer insurer participating 

in the reinsurance association under AS 21.56.010;

(22) "restricted network provision" means a provision o f a health 

benefit plan that conditions the payment o f benefits, in whole or in part, on the use o f 

health care providers that have entered into a contractual arrangement w ith the insurer 

under AS 21.86 lo provide health care services to covered individuals:

(23) "small em p loyer' means a person, firm , corporation, partnership, 

or association active ly engaged in business whose total employed w ork force consisted 

of, on at least 50 percent o f its w ork ing  days during the preceding 12 months, at least 

two but not more than 25 e lig ib le  employees, the m ajority o f whom are employed 

w ith in  the state: in determ ining the number o f e lig ib le  employees, companies that are 

a ffilia ted  companies or that arc e lig ib le  lo file  a combined tax return for purposes o f 

federal taxation, are considered one employer; except as otherwise specifically 

provided, provisions o f this chapter that apply to a small employer that has a health 

benefit plan continue to apply until the plan anniversary fo llow ing  the date the 

em ployer no longer meets the requirements o f this defin ition;

(24) "small employer insurer" means an insurer that offers a health 

benefit plan covering e lig ib le  employees o f one o r more small employers:

(25) "standard health benefit plan" means a health benefit plan o f It red
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1 under AS 21.56.140 that includes benefits not offered under a basic benefit plan;

2 (26) "T a ft-H a rtlcy  trust" means a jo in t ly  managed trust, as allowed by

3 29 U.S.C. 141 - 187. conta in ing a plan o f benefits fo r employees that is negotiated in

4 a co llective  bargaining agreement governing wages, hours, and w ork ing  conditions o f

5 employees as allowed by 29 U.S.C. 157;

6 (27) "w elfare arrangement" means a m ultip le  em ployer welfare

7 arrangement as defined in 29 U.S.C. 1002, but does not include a m u ltip le  em ployer

8 w elfare arrangement that is fu lly  insured as provided in 29 U.S.C. 1060.

9 *  Sec. 6. AS 21.86.260(a) is amended to read:

10 (a) Except as provided in AS 21.56 and in this chapter, this title  does not

11 apply to a health maintenance organization that obtains a certificate o f authority under

12 this chapter. Th is  subsection docs not apply to an insurer licensed under AS 21.09 or

13 a hospital or medical service corporation licensed under AS 21.87 except w ith  respect

14 to its health maintenance organization activ ities authorized by and regulated under this

15 chapter.

16 *  Sec. 7. AS 21.86.260(a) is repealed and reenacted lo read:

17 (a) Except as provided in this chapter, this title  does not apply to a health

18 maintenance organization that obtains a certificate o f authority under this chapter. This

19 subsection does not apply to an insurer licensed under AS 21.09 or a hospital or

20 medical service corporation licensed under AS 21.87 except w ith  respect to its health

21 maintenance organization activ ities authorized by and regulated under this chapter.

22 *  Sec. 8. AS 21.S7.340 is amended to read:

23 Sec. 21.87.340. O TH ER  PR O VISIO NS A P P L IC A B LE . In addition to the

24 provisions contained or referred to previously in this chapter, the fo llo w in g  chapters

25 and provisions o f this title  also apply w ith  respect to service corporations to the extent

26 applicable and not in con flic t w ith  the express provisions o f this chapter and the

27 reasonable im plications o f  the express provisions, and for the purposes o f the

28 application the corporations shall be considered to be mutual "insurers":

29 ( I )  AS 21.03

30 (2) AS 2 1.06

31 (3) AS 21.09, except AS 21.09.090
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1 (4) AS 21.18.010

2 (5) AS 21.18.030 ^

3 (6) AS 2 1 .1 S.040

4 (7) AS 21.18.120

5 (S) AS 21.21.321

6 (9) AS 21.36

7 (10) AS 21.42.345 - 21.42.365, 21.42.375. 21.42.3S0, and 21.42.385

8 (11) AS 21.51.120

9 (12) AS 21.53

10 (13) AS 21.54.020

11 (14) AS 21.56

12 £15) AS 21.69.400

13 £16) [(15)] AS 21.69.520

14 (17) [(1611 AS 21.69.600, 21.69.620. and 21.69.630

15 (18) [(17)1 AS 21.78

16 £19) [(18)] AS 21.89.040

17 (20) [(19)] AS 21.89.060

18 £21] [(20)] AS 21.90.

19 *  Sec. 9. AS 21.87.340 is repealed and reenacted to read:

20 Sec. 21.87.340. O THER PRO VISIO NS A P P L IC A B LE . In addition to the

21 provisions contained or referred to previously in this chapter, the fo llo w in g  chapters

22 and provisions o f this title  dso apply w ith  respect to service corporations to the extent

23 applicable and not in con flic t w ith  the express provisions o f this chapter and the

24 reasonable im plications o f the express provisions, and for the purposes o f the

25 application the corporations shall be considered to be mutual "insurers":

26 (1) AS 21.03

27 (2) AS 21.06

28 (3) AS 21.09, except AS 21.09.090

29 (4) AS 21.18.010

30 (5) AS 21.18.030

31 (6) AS 21.18.040
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1 (7) AS 21.18.120

2 (8) AS 21.21.321

3 (9) AS 21.36

4 ( 10) AS 2 1.42.345 - 21.42.365, 21.42.375, 21.42.380, and 21.42.385

5 (11) AS 21.51.120

6 (12) AS 21.53

7 (13) AS 21.54.020

8 (14) AS 21.69.400

9 (15) AS 21.69.520

10 (16) AS 21.69.600, 21.69.620, and 21.69.630

11 (17) AS 21.78

12 (IS ) AS 21.89.040

13 (19) AS 21 .S9.060

14 (20) AS 21.90.

15 *  Sec. 10. P R E M IU M  R ATE RESTR IC TIO N . Regarding a health benefit plan subject to

16 AS 21.56.110, enacted in sec. 5 o f this Act, that is delivered or issued lo r delivery before

17 July 1, 1993, a premium rate for a rating period may exceed the ranges set out in

18 AS 21.56.120(a)(1) and (2), enacted in sec. 5 o f this Act, through June 30, 1996; on or after

19 July 1, 1996, the premium rate may not exceed the ranges set out in AS 21.56.120(a)(1) and

20 (2). However, through June 30, 1996, the percentage increase in the premium rate charged

21 to a small em ployer fo r a new rating period may not exceed the sum o f

22 (1) the percentage change in the new business premium rate measured from

23 the firs t day o f the prio i rating period to the firs t day o f the new rating period; in the case o f

24 a health benefit plan into which the small em ployer insurer is no longer enro lling  new small

25 employers, the small em ployer insurer shall use the percentage change in the base premium

26 rate, provided that the change does not exceed, on a percentage basis, O’e change in the new

27 business prem ium rate fo r the most s im ila r health benefit plan into which the small employer

28 insurer is actively enro lling  new small employers; and

29 (2) any adjustment due to change in coverage or change in the case

30 characteristics o f the small employer, as determined from the insurer’ s rale manual.

31 *  Sec. 11. T R A N S IT IO N , (a) W ith in  180 days after the board is appointed under
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1 AS 21.56.020, enacted in sec. 5 o f this A ct, the board o f  d irectors o f  the Small Em ployer

2 Health Reinsurance Association shall subm it a small em ployer health benefit plan to the

3 d irector o f the d iv is ion  o f insurance for approval. I f  the association fa ils  to subm it a suitable

■4 plan o f operation, the d irector may, after notice and hearing, adopt reasonable regulations

5 necessary or advisable to effectuate the provisions o f this chapter. These regulations continue

6 in force until m odified by the d irector or superseded by a plan subm itted by the association

7 and approved by the director.

8 (b) Notw ithstanding AS 21.56.140(a), enacted in sec. 5 o f  this A ct, a sm all em ployer

9 insurer is not required to o ffe r a small employer a basic or standard health benefit plan until

10 180 days after the d irector o f  the d iv is ion  o f insurance has approved a basic and a standard

11 small em ployer health benefit plan under AS 21.56.140, except that, i f  the Small Em ployer

12 Health Reinsurance Association has not adopted a plan o f operation, a small em ployer insurer

13 is not required to o ffe r a basic or standard health benefit plan until the dale a plan o f operation

14 is adopted as provided under AS 21.56.040.

15 (c) By September 1, 1993, a small em ployer insurer shall file  w ith  the d irector the

16 insurer's net insurance premium earned from  health benefit plans delivered or issued for

17 delivery to small employers in this state in the previous calendar year.

18 (d) The Health Benefit Plan Committee, enacted in sec. 5 o f  this A ct, shall subm it the

19 required health benefit plans w ith in  ISO days after the members o f the committee are

20 appointed.

21 (e) N otw ithstanding AS 21.56.070, enacted in sec. 5 o f this A ct. the board o f  directors

22 o f the Small Em ployer Health Reinsurance Association shall provide the report required under

23 AS 21.56.070 to the director o f  the d iv is ion  o f insurance annually until December 31. 1907.

24 *  Sec. 12. AS 21.36.025 and AS 21.56 are repealed.

25 *  Sec. 13. Sections 4, 7, 9, nd 12 o f  this Act take effect July I, 1997.

26 *  Sec. 14. Except as provided in sec. 13 o f this Act. this Act takes effect July I, 1993.
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DIVISION O F  LEGAL S E P V IC E S
LEGISLATIVE AFFA'RS AGENCY 

STATE OF ALASKA
(907) 465-3867 or 465-2450 

FAX (907) 465-2029 

M a il Slop 3101

130 Sewaid Street, Suite 409 

Juneau, A laska 99801-2105

M E M O R A N D U M March 29, 1993

SUBJECT: Small employer health insurance (SB 173)

TO: Senator Steve Rieger

FROM: Michael F. Ford 
Legislative Counsel /

The following is a section by section analysis of SB 173:/

Section 1 - Purpose.

Section 2 - Makes a violation of insurance marketing practices under AS 21.56.180 
an unfair trade practice.

Section 3 - Establishes the provisions of AS 21.56 as an exception to the requirement 
that an insurer may not discriminate between health care providers.

Section 4 - Sunset section that repeals changes in sec. 3.

Section 5 -

Sec. 21.56.010 - Establishes the Small Employer Health Reinsurance Association and 
requires certain insurers to be members.

Sec. 21.56.020 - Establishes the board of directors of the association and provides for 
specific board representation and organization.

Sec. 21.56.030 - Establishes the general powers of the association.

Sec. 21.56.040 - Requires the association to submit a plan of operation to the director 
of the division of insurance. Requires members to comply with the plan and 
establishes specific components of the plan.

Sec. 21.56.050 - Establishes specific provision that apply to reinsurance provided by 
a member to employees or dependents of employees of a small employer. Imposes



certain restrictions on reinsurance of group plans other than small employer health 
benefit plans and establishes limits for premiums charged for reinsured coverage and 
for coverage provided by a healtl maintenance organization. Provides for member 
assessments, by the administering insurer.

Sec. 21.56.060 - Establishes the health benefit plan committee. Requires the 
committee to design a basic and a standard health benefit plan.

Sec. 21.56.070 - Requires the board to report on the effectiveness of the chapter.

Sec. 21.56.080 - Exempts the association from the Administrative Procedure Act.

Sec. 21.56.090 - Exempts the association from payment of taxes, except for real or 
personal property taxes.

Sec. 21.56.100 - Provides immunity from civil actions filed against a member of the 
association for a negligent act on behalf of the association.

Sec. 21.56.110 - Establishes when an individual or group health benefit plan is subject 
to AS 21.56 and provides that other laws requiring coverage, reimbursement, 
utilization, or consideration of a specific health care provider do not apply to a health 
benefit plan provided to a small employer. Exempts a health benefit plan offered to 
a small employer from certain restrictions contained in other laws.

Sec 21.56.120 - Establishes underwriting and rating requirements applicable to health 
benefits plans covering small employers.

Sec. 21.56.130 - Establishes when a health benefit plan is required to be renewed.

Sec. 21.56.140 - Requires a guaranteed issue insurer to offer at least two small 
employer health benefit plans and that the plans provide certain coverage. Allows 
a guaranteed issue insurer to reinsure, make special premium arrangements, or 
appeal unfair administrative or credit risk.

Sec. 21.56.150 - Establishes certain provisions that must be included in a health 
benefit plan.

Sec. 21.56.160 - Exempts certain :mall employer insurers from being required to offer 
health insurance coverage.

Sec. 21.56.170 - Establishes certain conditions that must be met before an insurer or 
welfare arrangem ent may cease doing business in the small employer market.

Sec. 21.56.180 - Establishes fair marketing requirements for health benefit plan*.

Senator Steve Rieger
March 29, 1993
Page 2



Sec. 21.56.190 - Allows the director of the Division of Insurance to require small 
employer ensurers to reissue a health benefit plan to certain small employers.
Sec. 21.56.250 - Definitions.

Section 6 - Provides that a health maintenance organization is subject to the small 
employer health insurance provisions contained in AS 21.56.

Section 7 - Sunset provision that repeals changes in sec. 6.

Section 8 - Provides that a hospital or medical service corporation is subject to the 
small employer health insurance provisions contained in AS 21.56.

Section 9 - Sunset provision that repeals changes in sec. 8.

Section 10 - Provision that allows premium rates to exceed the limits under 
21.56.120(a) for a period of three years. Establishes limits on the percentage increase 
in premium rates.

Section 11 - Transition section. Requires the small employer Health Reinsurance 
Association to submit a health insurance plan to the Director of the Division of 
Insurance.

Section 12 - Sunset repeal provisions.

Sections 13 &  14 - Effective dates.

Senator Steve Rieger
March 29, 1993
Page 3
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glasifea &tatc Senate
S en ato r  Ste v e  R ie g e r

D istrict I

State Capitol 
Room 516 

Juneau. Alaska 99801 
(907) .165-3879

Senate Finance Committee 
Chair, Senate Health. Education 
and Social Services Committee 

Vice Chair. Senate Rules Committee 
Vice Chair. Senate Libor and 
Commerce Committee SENATE BILL 173 

SM ALL EMPLOYER HEALTH IN SU R A N C E REFORM

Sen ate B ill 173 is  p ro -b u sin ess leg isla tion . Based on a model drafted 
by the National Association of Insurance Commissioners (NAIC), it reforms 
the small business health insurance market in the State of Alaska and 
guarantees the availability of private health insurance, regardless of any 
"high risk" factors of clients.

Coverage must be granted to whole groups, rather than excluding those 
considered "high risk" by insurance companies and coverage is renewable. 
regardless of the "risk" associated with each person in the group being 
covered. The insurance is "portable" as well.

According to the Alaska Department of Labor, more than 90% of all 
businesses in the State of Alaska employ up to 25 employees. These are the 
groups that are being addressed in this legislation.

Currently, there are approximately 15 companies in the State who issue 
small business health insurance. Insurance companies who wish to continue 
to do business in the state must participate in the Small Employer Health 
Reinsurance Association, a reinsurance pool. If more small businesses are 
able to secure health insurance for all of their employees, the insurance 
companies will cover more low risk clients, thereby decreasing the effects of 
taking on any high risk individuals. As the number of insured individuals 
grows, the insurance pool takes on more of a group risk profile.

This legislation does not require additional state expenditures.

The Health Care Task Force, established to review and recommend 
changes in the Alaska health care insurance industry, recommends the 
enactment of legislation establishing regulatory reform measures in the small 
group health insurance market "by enacting the NAIC model statute" as part 
of an overall plan. To date, this legislation has been adopted by 24 states.

This legislation is supported by the Health Insurance Association of 
America, (HI A A), the National Federation of Independent Businesses, 
(NFIB), the Alaska State Chamber of Commerce, the Alaska State Hospital 
and Nursing Home Association, and other organizations.



X
u

a .

£

I

h

< 7

0

a .

S B  1 7 3 : "A n A c t r e l a t in g  to  h e a l th  in s u r a n c e  f o r  s m a ll  e m p lo y e r s
a n d  p r o v id in g  f o r  a n  e f fe c tiv e  d a te ."

T he d ep artm en t is  n eu tra l on th is  leg isla tion .

O ne o f  che m ore ch a llen g in g  is s u e s  facing th is  cou n try  and  A la sk a  is  th e  ever- 
in creasin g  n u m b er o f  sm all em ployers u n ab le to  afford h ea lth  care insurance. 
T h is b ill w ou ld  a d d ress  sm a ll em ployers w ho h av e  b een  u n a b le  to  p u rch ase h ea lth
care.

T he b ill s e ts  up  a  re in su ra n ce  pool for in su rers  w r itin g  sm a ll em p loyers h ea lth  
in su ran ce in  th e  s ta te . In  order for th e  b ill to  b e e ffective , certa in  p rovisions have  
to  be m et. T he a u th ority  o f  th e  director sh o u ’ 1 b e for approval o f  m em b ers only. 
T he pool and coverages th ey  provide should  be ex em p t from  th e  m andatory  
coverages in  T it le  21. T h e pool sh a ll be subject to  th e  m a rk etin g  and  fin ancia l 
section s o f  T it le  21. T he pool should  not be subject to  a  su b sid y  from  the  
leg is la tu re  or exem p t from  taxation . T he b ill a d eq u a te ly  a d d resses  th e se  item s  
a s w ritten .

H ea lth  is  n o t a term  defined  in  T itle  21; th e  app ropriate term  is  d isability . 
A dditionally , 2 1 .5 6 .0 1 0  should  clarify  i f  h osp ita l and m ed ica l serv ice  corporations  
and h ea lth  m a in ten a n ce  organ ization s, as defined  in  2 1 .8 7  and  21 .86 , resp ectively , 
are included  in  m em bersh ip . T hey are includ ed  on th e  board.
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BILL ANALYSIS - SB 173

"An Act relating to health insurance for small employers and providing for an 
effective date."

Sec. 1. PURPOSE.

The bill provides health insurance to small employers without cost shifting, 
adverse selection and limits the use of preexisting condition exclusions.

AS 21.36.025 UNFAIR MARKETING PRACTICES PROHIBITED.

It is a violation to violate AS 21.56.180.

AS 21.36.090(d).

This section adds 21.56 to the list of titles that may not permit unfair 
discrimination against a person who provides a service covered under a group 
disability policy.

AS 21.36.0r0(d).

This is a repeat of Sec. 3.

Sec. 21.56.010. CREATION MEMBERSHIP.

This section creates a nonprofit legal entity known as Small Employer Health 
Reinsurance Association (SEHRA) and consists of all insurers licensed to 
transact health insurance in the state. Participation is mandatory as a 
condition for transacting health insurance in the state.

Sec. 21.56.020. BOARD OF DIRECTORS: ORGANIZATION.

(a) The board of directors of the association consists of nine 
individuals subject to approval by the director. The director shall endeavor to 
appoint at least six board members who are also small employer insurers.

(b) One board member shall represent a health maintenance 
organization, one board member shall represent a hospital or medical service 
corporation, one board member’s principal health insurance business shall be 
in the small employer market, and one board member’s principal health 
insurance business shall be in the large employer market.
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(c) A member of the board serves for a term of three years and may 
be reappointed to an unlimited number of terms.

Sec. 21.56.030. GENERAL POWERS.

(1) exercise the powers granted to insurers under the laws of
the state;

(2) sue or be sued;

(3) enter into contracts with insurers, similar associations in 
other states, or with other persons for the performance of administrative 
functions;

(4) establish administrative and accounting procedures for the 
operation of the association;

(5) take legal action as necessary to avoid the payment of 
improper claims against the associat'.n;

(6) define the ? ay of health coverage products for which 
reinsurance will be provided a- a issue reinsurance policies;

(7) establish rules, conditions, and procedures pertaining to the 
reinsurance of members’ risks by the association;

(8) estab1 a actuarial functions appropriate to the operation 
of the association;

(9) assess members under the provisions of this chapter and 
make advance interim assessments as may be reasonable and necessary for 
organizational and interim operating expenses; interim assessments shall be 
credited as offsets against regular assessments due following the close of the 
calendar year;

(10) appoint appropriate legal, actuarial, and other committees 
as are necessary to provide technical assistance in the operation of the 
association, design of a policy or contract, or to assist in other functions of the 
association;

(11) borrow money to accomplish the purposes of the association; 
notes or other evidence of indebtedness of the association that are not in 
default are investments for insurers and may be carried as admitted assets.
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The director may, after notice and hearing, approve the plan of operation that 
should include but not be limited to:

(1) handling and accounting of program assets and money of 
the association and for an annual fiscal report to the director;

(2) reinsuring risks under the provision of this section;

(3) collecting assessments from all members to provide for 
claims reinsured by the association and for administrative expenses incurred 
or estimated to be incurred by the association;

(4) selection of an administering insurer and establish the 
administering insurer’s powers and duties; and

(5) provisions necessary or proper for the execution of the 
powers and duties of the association.

Sec. 21.56.050. HEALTH CARE REINSURANCE.

This section establishes the procedures, premiums and assessment 
mechanisms for the reinsurance association to follow. All plans of 
implementation are subject to director approval and contain time guideline 
before the director may act.

Sec. 21.56.060. HEALTH BENEFIT PLAN COMMITTEE.

This section establishes the members who will recommend benefit levels, cost 
sharing levels, exclusion and limitations for the basic and standard health 
benefit plan. The plan may contain cost containment features. The members 
are as follows:

(1) three members who are representatives of participating
insurers;

(2) one member who represents small employers;

(3) one member who represents employees of small employers;
and

(4) one member who represents health care providers; and

Sec. 21.56.040. PLAN OF OPERATION.
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