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COMMITTEE REPORT
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SENATE FINANCE

DATE: 4/16/97 FURTHER:

DATE TURNED
IN TO OFFICE: ~M2zlin

Finance Committee considered SENATE BILL NO. 103

“An Act relating to hearings before and authorizing fees for the State Commission for Human Rights;
and providing for an effective date.”

and recommends: Senate Bill:
[ ] same title
[ 1 be replaced with CS SB lo3> ( ST A ) [ ] new title,
House BIll:
[ ] adopt previous CS _( ) [ ] sametitle
[ ] technical change
[ ] attached amendment(s) [ J new: SCR*
[ ] adopt Letter of Intent by Committee
[ ] further referral to the_ Committee
SIGNING DO PASS DP OTHER RECOMMENDATIONS NR DNP  AM
. m SC
Co-Chan  /? Co-Chair:
Co-Chair: Co-Chair:
NEW FISCAL NOTE(S): A~ PREVIOUS FISCAL NOTE(S):*
Department Date Zero Fiscal Department Date Zero  Fiscal

£jov./Human Rwshh COmm.
J

[ 1] APPROPRIATION - no fiscal note “include fiscal notes accompanying Governor’s bill
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FISCALNOTE

STATE OF ALASKA BILL NO. CS SB103 (STA)

1997 LEGISLATIVE SESSION
DoptAffsdtd <>***?» ol th* Governor

Ravfilon Ded« April 29, 1997 _ _ ) _
TV* VAn Act relating to hearings and BRU CoraniSBlons/Special Utlices

authorizing teas for the State GCot™, on Human RIlgintQomppnant Human Rights Commission

8pon«er Sshate Aules
Requtilir Menace Finance

Component Serial No. 1

Exptnnnureymtvcnua* (Thousands of Dollars)
OPERATING EXPENDITURES FYb5 FT 89 FTO0O0 Fy 01 Froz | FyGo3

Parscrwd Sstylcs* .. 222 "W.T 24.7X V.z 27.2 27.2
A (18.4)  (18.4) (XB.4) (18.4) '(16.4)  (18.4)

Travel
Conlrsciual tl, (3.8) _ ( .3.8) 8 _jQTD . ( 3.6) C3.0)

8>ppln

Equipi TMi

Land A Sbudursa
Grant* A Clains

Viicsllanteua
27 2.5

TOTAL OPERATING TOT!' . J-0 5.0 5.0

1CAPUAI. EXPENDITURES | |
1CHANQE IN REVENUES [ | |

1002 Ffldbftl Receipts
1003 GF Mitch

1004 OF
1006 GF/Program Ascsipli 0.0 "1.5 2.5 4.0 5.0 5.0

1037 GITMVEAtS Health

Andhsr funds
TOTAL o .r 2.5 2.5 "1 5*0 40 5.0

Eatimtl* of any current yaar (FY»7) oosfc

HIMSt\U
PaiHIma

Tampoury

N8 $$ would re«?uee™ldie (fommissian’s travel and contractual costa associated with conduct
public hearings. Funds currently required for the ERG advocate and hearing examiner to
travel to the site of alleged discrimination and for transcription coats would be trans-
ferred eo the personal services line to allow for investigator overtime costa and potcne
temporary help to work on the Commission's substantial case bock-log. Fees that may be
generated for educational services and training would also be utilized to provide addtl
resources to the investigative unit. These changes are being pursued to assist the
Comission inlmeeting the public demand with their current budgetary resources.

al

The figures above are estimates based on the existing hearing schedulo from July 1, 1997
through May 1998. Future hearings are not possible to estimate and are directly Impacte £
by the investigative unit production, settlements prior to hearings, etc. FY97 costs

for hearing trnvel/tranHcriptlona est. 18.0. Invcotigotor OT average coat is $44/hr.

Pfy'fadby .OFaula M. Haley, Executive Direct® A /artM e,Shone 276-7674
N N atSs'

OVvhkton Human Rights Commission A A cceeeeeeeee
Approved by Jin Ayers, Chief of Staff Date 4/29/97
Aoy Office of fche governor

PREPARER TO PROVIDE AIL DISTRIBUTION COPIES TO aOVEWJOR'8 LEGISLATIVE OFFICE
For furtnef i»triéut)on Ufa TiBlton, wfl &» CtY«mar'» lipfaWN* urnt*
Page 1of 1



No. L

FISCAL NOTE Bill Version:

STATE OF ALASKA o
1997 LEGISLATIVE SESSION (5) Publish Date:,

RevisionD a te : .Dept. Affected: Office of the Governor
Title: “An Act relating to hearings before and authorizing BRU: Commissions and Special Offices
fees for the State Commission for Human Rights: Component: Human Rights Commission

Sponsor: Rules Committee

Requester: Governor .COMPONENT SERIAL NO.
Expandlturet/Revanues (Thousands of Dollars)

OPERATING EXPENDITURES FY 98 Fy 99 Fy 00 FY 01 Fy 02 FY 03

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 . 0.0 0.0
1CAPITAL EXPENDITURES 1 1 1 1 1 1
ICHANGE IN REVENUES ( ) 1 1 1 1 1 1

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any cunant yaar (FY97) coat:: 4 0.0

POSITIONS

FULL-TIME

PART-TIME

TEMPORARY
ANALYSIS: (Attach a separate page if necessary)

The Commission has seen a dramatic increase in the number of Alaskans requesting services Ix atime when the Commission is operating
with fewer staff. As aresult, the Commission now has more cases in its inventory than ever before in its 33-year history and Alaskans
must wait upwards of eight (8) months prior to cases reaching an investigator's desk. Passage of this bill will assist the Commission by
reducing costs and allowing it to reallocate these resources to investigations.

This legislation will provide the Commission with authorization to conduct hearings at its office, rather than incur the expense of travel for
the Hearing Advocate, and Hearing Examiner to the place v oere the unlawful conduct is alleged to have occurred. Any savings resulting
from passage of this bill will be utilized in responding to the public's increased demand for services.

This bill also provides authorization for the Commission to charge fees for certain services. After legislative authorization is provided and
required regulations are promulgated, the Commission will estimate the level of fees to be collected and seek the appropriate level of
authority for receipts in the budget process.

Prepared bv: Paula M. Halev. Executive Director*zz& "~ & J L S J Phone:_ 278-7474
Division: Human RIQhts Commission / A Date:[ 11-19-56
Approved by Commissioner: Staff Date: 11-20-96
Agency: Office ofl the Governor

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For furthsr distribution information, call ths Govsrnor's Lsgislativs Offics

(Rav 11/95) 97«enot.xis/DBH Pags of



P.O. Box 110001

Tony Knowles
GOVERNOR Juneau. Alaska 99811-0001
(907) 465-3500
Fax (907) 465-3532
State of A laska
OFFICE OF THE GOVERNOR
Juneau

February 24, 1997

The Honorable Mike Miller
President of the Senate
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear President Miller:

In our efforts to reduce budgets, some actions that save money also create efficiencies
which better meet public service goals. That is the case with this bill regarding the Human
Rights Commission. This proposal provides the Commission more flexibility in its
operations and helps the body perform its essential work for the state.

The bill would allow the Human Rights Commission to hold hearings at its office in
Anchorage rather than where the alleged discrimination occurred, as is required under
current law. This will save time and money in travel costs. The Commission would
continue to ensure that complainants may participate in the hearings.

This bill would also allow the Commission to charge fees to cover the costs of services,
information and materials and to provide tapes rather than transcriptions of the hearings,

as currently required.
These changes would reduce the cost and time involved in resolving cases, helping the

Commission to work through its tremendous backlog of cases, and better respond to the
public’s increased requests for its services. The result will be better human rights

protection for Alaskans.

Sincerely,

Governor
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HOUSE COMMITTEE REPORT

Date Referred to Committee: May 1, 1997 FURTHER REFERRALS:
Date of Committee Action: J3; Ib? 1*13 |
The FINANCE Committee considered: CSSB 104(FIN) am

CS FOR SENATE BILL NO. 104(FIN) am OMNIBUS INSURANCE REFORM
“An Act relating to regulation and examination of insurers and insurance agents; relating to kinds oi insurance; relating to payment
of insurance taxes and to required insurance reserves; relating to insurance policies; relating to regulation of capital, surplus, and
investments by insurers; relating to hospital and medical service corporations; relating to the portability and availability of health
care insurance; making amendments to the insurance statutes to confonn to federal requirements regarding health insurance;
relating to the repeal of certain small employer health care insurance provisions; requiring that uninsured and underinsured motor
vehicle insurance apply to claims of an insured even if other policy limits are not exhausted; repealing delayed provisions relating
to dental, vision, and hearing insurance in secs. 3 and 4, ch. 101, SLA 1992; repealing delayed provisions relating to small employer
health care insurance in secs. 4, 7, 9, and 12, ch. 39, SLA 1993; repealing the delayed effective date in sec. S, ch. 101, SLA 1992,
and in sec. 13, ch. 39, SLA 1993; and providing for an effective date.”

recommends it be replaced n/, " , v [ 1the same ride
with the following committee substitute H C3 10H J [ ] anew title
[ Jadditional referral to Committee

[ I attached amendments)

ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PP£\TOUS: (mﬂ:m
['/ffiscal note(s) 'RftV) [ ] fiscal note(s)
[\X zero fiscal note(s) DCfcTD [ ] zero fiscal notc(s)
ryYianhrv

CHAIR’S SIGNATURE



FISCAL NOTE

STATE OF ALASKA

1997 LEGISLATIVE SESSION

ﬁvision Date: April 28, 1997
An Act relating to regulation and examination of

insurers and insurance agents

Sponsor Senate Rules

Requestor

Expenditures/Revenues
OPERATING EXPENDITURES FY 98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND &STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL EXPENDITURES
CHANGE IN REVENUES

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 General Fund

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL

Estimate of any current year (FY 97) cost: $

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page ifnecessary)
There is no fiscal impact on tho component.

Prepared by: Mananne K Burke, Director”/'

Division: Insurance

Approved by Commissioner  /  William L Hensley
Agency: I Commerce and Economic

BILL NO. CSSB 104 (FIN) AM

Department Commerce and Economic Development
BRU: Insurance
Component Insurance

COMPONENT SERIAL NO. 354

(Thousands of Dollars)

FY 99 FY 00 FY01 FY 02 FY 03

N
— R ke

0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 or 0.0 0.0

0.00

Phone:___ 465-2515
/ Apnl 28. 1997

Date: vyl 9?

Development

PREPARER TO PROVIDE ALLAISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

Page 1 of 1
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STATE OF ALASKA
1997 LEGISLATIVE SESSION

FISCAL NOTE

SILLNO: CSSB 104 (FIN) AM

Revision D a le : Ceot. Affected: Raverw
Title: Omnhus Insurance BiB BRU: Revenm Opersflens
Component: Tientsy
Sponsor (S|RLS
Requestor 1S)_FIN COMPONENT SERIALNO. 121
Expenditures/Revenues: (Tfiousands ol Oolla/s)
OPERATING EXPENDITURES FY 18 FY 99 F100 FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS.CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0
CAPITALEXPENDITURES
CHANGE INREVENUES () ess 485.1 485.1 4851 485.1
FUND SOURCE (Thousands ol Dollars)
1002 Federal Receipts
1003 G F Match
1004 G F 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts
1037 GF/Menlal Health
Other
TOTAL 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FV97)cost S 0.Q

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separata page if necessary)

The legislation allows the annual payment date to be changed to a quarterly payment date. The anticipated change h revenue is
based upon receiving interest income in the general fund on approximately S28.0 million intax from 28 to 243 days earlier than at

present.
Prepared by: Vem Voss
division: Treasury / '*')
Approved by Commissioner. Wilson L. Condon
Agency: Revenue

/

PREPAHER TO PROVIDEALLDISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distnbuoon information call tfie Governor's Legislative Olfics

CSSBt04.XLS

Phone:  A65-2360
Oale: Apnl29.1997

Dale:  April29.1997

Page |

ol

FY 03
0.0
4851
0.0
0.0
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0-LS0407\KA .4
Ford
5/5/97

AMENDMENT

OFFERED IN THE HOUSE
TO: CSSB 104(FIN) am

Page 74, line 31, through page 75, line 14;
Delete all material and insert:
"* Sec. 114. AS 28.40.100(a)(22) is amended to read:

(22) "underinsured motor vehicle” means a motor vehicle licensed for
highway use with respect to ownership, operation, maintenance, or use for which there
is a bodily injury or property damage insurance policy or a bond applicable at the
time of an accident and the amount of insurance or bond

[(A)] is less than the amount the covered person il legally
entitled to recover for bodily injury or property damage from the owner
or operator of the underinsured motor vehicle [LIMIT FOR UNINSURED
AND UNDERINSURED COVERAGE OF THE INSURED’S POLICY; OR

(B) HAS BEEN REDUCED BY PAYMENTS TO PERSONS
OTHER THAN AN INSURED, INJURED IN AN ACCIDENT, TO LESS
THAN THE LIMIT FOR UNINSURED AND UNDERINSURED

COVERAGE OF THE INSURED’S POLICY];"

Page 75, lines 16 - 17:
Delete "AS 28.20.445(c), 28.20.445(h); AS 28.22.211; and AS 28.40.100(a)(22)"

Insert "AS 28.20.445(h); and AS 28.22.211"



SenatorDaveDonley

ALASKA STATE LEGISLATURE
May 5, 1997

Representative Gene Themault
Co-Chair, House Finance Commitrre

State Capitol Room 511
Juneau, AK 99801

Dear Representative Theniault:

On May 2nd I sent you a letter requesting your support for an amendment (0-LS0407\KA.l - Ford) to
Senate Bill 104 (The Insurance Omnibus Bill) which if adopted would fix an unintended consequence

in the language of the bill.

Upon further review, State Farm actuarial and legal staff have suggested two changes to the
amendment which | agree should be made. | have included a letter from Michael Lessmeier, State
Farm lobbyist, and a memorandum from Mike Ford with Legislative Legal which explain the
differences in the two amendments. The revised amendment (0-LS0407NKA.4 - Ford) still avoids the
unintended consequences concerning when an insurer is required to pay covered claims and | request

the House Finance Committee adopt it

As | mentioned in my earlier letter, Section 114 of CSSB 104(FIN) am is intended to require that
uninsured and underinsured insurance coverage apply whenever the injured person is legally entitled
to recover damages that exceed the available coverage under other provisions of the policy. However,
the current language in the section may have unintended consequences concerning when an insurer is

required to pay covered claims.

The revised amendment to Section 114 of CSSB 104(FIN) am is intended to require that uninsured
and underinsured insurance coverage apply whenever the injured person is legally entitled to recover
damages that exceed the available coverage under other provisions of the policy. The revised
amendment to Section 114 still avoids this problem while maintaining the intent of the Senate

provision regarding uninsured and underinsured coverage.

Additionally, I have given the revised amendment to House Labor & Commerce Chairman Norm
Rokeberg and requested his support for the inclusion of (0-LS0407NKA.4 - Ford) to Senate Bill 104.

I have included a copy of the original amendment and the revised amendment for your review. |
appreciate your consideration of this request. Please call me at 465-3892 if you have any questions.

Senator Dave Donley

Attachments: 4 DD/jja

January-May: STATE CAPITOL « JUNEAU, AK « 99801-1182  (907) 465-3892 *FAX: (907) 465-6595
June-L-jcember 716 W. 4TH AVE. « STE. 430 « ANCHORAGE, AK « 99501 « (907) 258-8181  FAX: (907) 258-1648

MEMBER: Senate Finance Committee » Legislative Budget & Audit Committee
« Senate Community & Regional Affairs Committee



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(7} 466-3367 ardes-2450 STATE OF ALASKA
FAX (@01) 466-209 130 Senard Sreet, Sute 409
Maall Stop 3101 Jureau, Alaska 99801-2106

MEMORANDUM May 5, 1997

SUBJECT: Motor vehicle insurance - (CSSB 104(FIN) am)

TO: Senator Dave Donley

Attn: James
FROM: Michael F. Ford /

Legislative Counsel

You have asked if the latest refinement to the 'stacking' issue, amendment 20-
LS0407\K A .4, is consistent with the earlier versions. | believe that it is. This amendment
contains two changes from the prior version (20-LS0407\K A.l), but these changes do not
affect the basic purpose ofthe amendment which is to have underinsured coverage available

when other policy limits are exhausted.

Please contact me if you have further questions.
MFF:glc

97-299.glc

Enclosure



Lessmeier SIW inters
LAWYERS - LLC

MGEt LKVIKR One Sealaska P laza TELEPHONE (007) 8065012
CVRWLCIEK St it AL (07 45320
BTN Juneau, A laska 99801-1249

NCHGN

VIA FACSIMILE
May 5, 1997

Senator Dave Donley
Senate

State Capital, Room 508
Juneau, AK 99801-1182

Re: Proposed Amendment to CSSB 104 (FIN)

Dear Senator Donley:

I was able to discuss the proposed amendment with State Farm actuarial and legal staff this
morning. They suggested that paragraph 22(a) be redrafted from:

"is less than the amount the covered person is legally entitled to recover for bodily

injury or property damage from the person who is uninsured or underinsurcd and™
to

"is less than the amount covered person is legally entitled to recover for bodily

injury or property damage from the owner or operator of the undcrinsured vehicle™.

Adding the "owner or operator* language simply insuio, ;onsisrent with the main body o f paragraph
22, that the third-party liability we are talking about is from the owner or operator of the
underinsured vehicle. It is not, for example the third-part’ liability of a product manufacturer or other
such person. Although paragraph 22 already makes thi*. clear, making this change to subsection (A)

will maintain consistency.

The other change that should be made is the reference to "uninsured'* should be deleted. An
""underinsurcd motor vehicle™ as defined in this amendment is a vehicle for which insurance exists, but
the insurance is insufficient. An "uninsured” motor vehicle is a vehicle for which there is no
insurance. The trigger issue you are trying to correct has nothing to do with an uninsured motorist,
but rather can arise only where there is an underinsured motorist. ~Although uninsured and
underinsured motorist coverage is a single, combined coverage in Alaska, we think it very confusing
to define an underinsured motorist as including an uninsured motorist.

Indeed, we can think of no good reason why one would want to define an underinsured
motorist as an uninsured motorist. Situations involving an uninsured motorist do not present the



v i\

\/\/’44/\"‘44WV LUW 'VIU. 444V U i iUi  AISA vuUuanv*tly
10 aal NV e s 1

Lessmeier & W inters

. ATTORN\CY*" AI' LAW

Senator Dave Donley

Senate
May 5, 1997
Page 2

issues of triggering this amendment is intended to cure. A motorist is either insured or not. Ifa
motorist is not insured, the coverage is triggered. Tfthe motorist is insured, bur in an amount less
than the damages the covered person is legally entitled to recover from the owner or operator, the
underinsured motorist coverage is triggered. It should be clear that although UM/UIM coverage is
a single, combined coverage in Alaska, an uninsured motorist is different than an underinsured

motorist.

In sum, we think that rather than simplifying the issue, defining an "*underinsured motorist™
as an uninsured motorist is unnecessary, contradictory and confusing. We urge this not be done.

Sincerely,

LESSMEIER & WINTERS

Michael L. Lessmeier

MLL/bhv

cc: Mike Ford

SDUSS97.WM



SECTIONAL ANALYSIS
CSSB 104(FIN) ***-

Section L PURPOSE. The purpose of sections 3, 11, 12, 31-34, 43-57, 59-90, 99-102, 108,
111-112, 115-119, and 122 of this Act is to implement the minimum federal standards for
health care insurance enacted under P.L. 104-191 (Health Insurance Portability and
Accountability Act of 199).

Sec. 2. AS 21.06.030. Deputies and assistants. o ) .

This section reaffirms that persons participating on division advisory committees do not
receive payment for transportation or per diem expense, The Division of Insurance has
routinely secured public input on insurance regulatory issues using a variety of advisory
committees. Volunteers, including many insurance Professmnal_s providing technical
input, have served without compensation from the state, recoPnlzmg that if transportation
or per diem expenses were paid by the division the costs would be passed back to them
through hlg_her licenseg fees or higher insurance premiums reflecting increased
administralive costs. The Possml Ity that payment might be required under AS 39.20.180
has recently been brought to the division’s attention.

Sec. 3. AS 21.06.085. Uniform data and procedures for health claims.
The changes to this section make the terms consistent with the newly defined health
insurance terms under the federal law(HIPAA)

Sec. 4. AS 21.06.110. Director's annual report. =

Updates information required to be included in the division’s annual report to reflect

8urrentt_ practices regarding issuance of certificates of authority and primary regulation of
omestic insurers.

Sec 5, AS 21.06.160(a). Examination Cost.

Clarifies this subsection to allow the calculation, of a reasonable per hour charge for
examination services to. include approximated division overhead expenses such'as word
processing services, facilities and su glles,_computer systems, etc. and that out-of-pocket
expenses including travel costs shall be paid by the person being examined.

Sec 6. AS 21.09.210(b). Premium Tax Payment -Admitted Insurers.
Allows the director to determine the method of payment of premium taxes to reflect
technology changes such as electronic payments and to collect premium taxes quarterly.

Sec 7. AS 21.09.210(d). Premium Tax Payment -Admitted Wet Marine and
Transportation Insurers. _

Allows the director to determine the method of payment of premium taxes to reflect
technology changes such as electronic payments and to collect premium taxes quarterly.

Sec s. AS 21.09.245. Amendments to Certificate of Authority. o
This is a new section that requires an authorized insurer to file with the division within

1 May 1, 1997 (9:25am)



30 days a name change, domiciliary state change, or other information on its certificate of
authority. Amendment to the insurer’ articles of incorporation or bylaws, a change of
business address or Bhone number, and other information as designated by the director
must be filed within 90 days, and provide for penalties for noncompliance.

Sec 9. AS 21.09.320. M aintenance of Records. ) .

This new section that identifies which records are required to be kept by admitted
insurers domiciled in another state. Retention times are specified. Domestic insurers are
subject to existing and unchanged provisions. The lack of requirements for other .
admitted insurers has impeded the division’s regulatory oversight including examinations
and other investigations.

Sec 10. AS 21._12.020(a?(4)(A)(i_ii). Accredited Reinsurer Qualifi(_:ations,. .
Removes a requirement for a certification of insurer solvency from an insurer’s domiciliary
re_?ula_tor because some foreign countries do_not provide such certifications. Certification
will still be required from the insurer’ public accountant.

Sec. 11. AS 21.,12.050. Health insurance defined. . . L.

This section defines "health care insurance" which is consistent with the definition of
"health insuance _cpverag}e" in P.L. 104-191 adding Sec. 2791(b) (42 U.S.C. 3009g-91(b)).
The federal definition ditfers from the current state definition-and since Alaska's
definition is more broad, the federal definition was defined as a subset of the Alaska
definition. This section all adds stop loss insurance to the definition of health insurance to
affirm that life and health insurers are permitted to write stop loss coverage.

Sec 12, AS 21.12.050. _ _
Definition of health care insurance and stop-loss insurance as referenced in Sec. 11 AS

21.12.050.

Section 13. AS 21.14.010(a). Risk Based Capital Filing. )
Clarifies that a domestic insurer must submit its risk bas;eéJ capital report to the director

without a specific request.

Section 14. AS 21.14.200(18). Risk Based Capital Instructions.

Clarifies that instructions can be adopted by order of the director after an open meeting
since the complexity of the calculation, its continual refinement, and insurer need for
nationwide consistency, regulations are an inappropriate way to provide instructions to
insurers.

Section 15. AS 21,18.050(4). Capital stock and liabilities charged against assets.
Requires that the minimum reserves for health insurance established in AS 21.18.080-
21.18.086 he charged a?_alnst_an insurer’ admitted assets for the purpose of determining
the insurer’s st\tutory Tinancial condition.

2 May 1, 1997 (9:25am)



Section 16. AS 21.18.080. Reserve standards for health insurance.

Adopts a more well defined and appropriate standard for minimum reserves for health
insurance. Requires that reserve adequacy be determined by a gross premium valuation
considering the sum of policy reserves, claims reserves', and premium reserves established
under AS 21.18.082-AS 21.18.086.

Section 17. New sections are added to provide for minimum health insurance
reserve standards.

AS 21.)8.082. Policy reserves for health insurance.

This section defines which policies require a policy reserve and how to calculate the
reserve based on minimum standards relating to interest rates, policy termination,
morbidity, and reserve method.

AS 21.18.084. Claim reserves for health insurance.
This section establishes that claim reserves are required for all incurred and unpaid
claims, including associated expenses, on health insurance policies.

AS 21.18.086. Premium reserves for health insurance. |

This section establishes premium reserve requirements that include standards, for
accounting, discounting, methodology, and minimums levels of unearned premium
reserves as they relate to policy reserves.

Section 18. AS 21.21.410. Custodian Agreements. ] .
Requires that a written agreement exist between an insurer and the custodian of its
assets, securities, or investments. The a%reement must require that the custodian will
Indemnify for losses if loss results from theft, mysterious disappearance, damage or
destruction, or negllpence or dishonesty ofthe custodian’s officers, employees, or agents.
The agreement must require the custodian to promptly replace an asset or value of the
asset.~ A bank, trust company, or securities firm may Serve as custodian if authorized by
the insurer and approved by the director.

Section 19. AS 21.27.010‘f)§’2)(B). License required. . L )
Editorial revision to make “or” the appropriate connector consistent with identical

language in (9)(+)of the section.

Section 20. AS 21.27.01_0(1?. Attorney-in-fact License Exemption. =
Clarifies that an attorney-in-fact of a reciprocal insurer who meets the qualifications to be
exempt from licensure ds an attorney-in-fact is not required to be licensed under AS 21.27

as a managing general agent.
Section 21. AS 21.27.040(a). Application for License.

Codifies current procedure that requires an applicant to certify under oath that the
information provided on a license application is true and correct.

3 May 1, 1997 (9:25am)



Section 22. AS 21.27.370(b). Shared Commissions.
Reaffirms that an unlicensed person may not share or receive a commission or any form of
remuneration for business transacted in this state, nor may a licensee share commission

or other form of remuneration with an unlicensed person.

Section 23. AS 21.27.390(b). Temporary License.
Conforms AS 21.27 with the requirement to issue a temporary license under AS 25.27.244
(Welfare Reform).

Section 24. AS 21.27.405(b). Investigation; cease and desist order.
Updates procedures to allow the director the flexibility to provide service of notice to a

person in the most effective and efficient way.

Section 25. AS 21.27.440(a). Fines.
Provides authority for the director to fine an unlicensed person who illegally transacted
the business ofinsurance and received a commission or other form of remuneration.

Section 26. AS 21.27.640(b)(5)(D). Third Party Administrator License
Application.

Gives a third-party administrator applicant an option to submit certified financial
statements for its period of operation if operations have been for less then two years in
order to remove a barrier to start up operations for an applicant who would otherwise be
qualified to act as a third-party administrator.

Section 27. AS 21.34.040(c)(4). Unauthorized Insurers - Lloyd’s Syndicates.
Estabtl_lshes solvency requirements for each syndicate or insurer ofyLonds or a similar
operation.

Section 28. AS 21.34.040(c)(5). Unauthorized Insurers - Insurance Exchange.
Establishes solvency requirements for each syndicate of an insurance exchange created by
the laws of another’state.

Section 29. AS 21.34.180(b). Premium Tax Payment - Unauthorized.

Allows the director to determine the method of payment of premium taxes to reflect
technology changes such as electronic payments and to collect premium taxes quarterly.

Section 30. AS 21.34.190(a). Unauthorizod Filing Fee. .
Clarifies that the one percent fee on qross premiums 1s calculated on the gross premiums
reported on the statementof_surPIus ines tax required under AS 21.34.180(b), which has
been amended to allow the director to require reporting more often than annually.

Sec. 31. - See. 34, Sec. 43. - Sec. 56. Required Coverages or Offers of Coverage.,
References to health insurance terms in these sections were changed to be consistent with
the new definitions, "health care insurance" in AS 21.12.050 and “health care insurer" in
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AS 21.54.900.

Use of the terms "health care insurance plan" and "health care insurer" generally clarifies
that the applicability of these sections include MEWAS and, in three provisions, HMOs.
This results from the use of the term "health care insurer" which is defined very broadly
to include all entities that transact health care insurance. Note that the definition of
"health care insurance plan" excludes limited benefit policies and supplemental coverages.
In the cases where the provision is to apply to these types of policies it is explicitly added.

The changes to these sections were intended to make the sections consistent with each
other in terms of applicability and with the newly defined health insurance terms under

the federal law.

Note that: . . .
Sec. 43. AS 21.42.345 was modified to conform with the minimum federal

standards pursuant to P.L. 104-191 amending the Public Health Service Act
SPHSA to add Sec. 2701(f) (42 U.S.C. 30qu( %regardl_ng enrollment periods for
ependents. The cusrent lorovmon applies'to both individual and_group plans while
the federal law applies only to qroup plans. However, for simplicity the changes
mallple to conform to the federal law were made to both individual and group
policies.

Sec. 45. -Sec. 46. AS 21.42.347 relating to costs of childbirth was modified to
conform with the minimum federal standards pursuant to P.L. 104-191 adding Sec
2751 to PHSA (42 U.S.C. 300gg-51).

Sec. 35. AS 21.36.185. Maintenance of complaint handling records.

Establishes a requirement based on the NAIC Model Unfair Trade Practices Act for an
insurer to maintain records regarding the complaints it receives. The record will assist
the division in evaluating an insurers consumer practices.

Sec. 36. AS 21.36.240. Failure to ren w, _ _
Clarifies that an insurance policy may only be non-renewed on its annual anniversary.
This only applies to personal property and” casualty insurance.

Sec. 37. AS 21.36.290. Policy period, _ _

In conjunction with AS 21.36.240, clarifies the annual policy period and assures that rates
for personal auto insurance may only be changed once every s months, even if the policy
IS written for a shorter time period.

Sec. 38. AS 21.36.390. Notice to director,. ,

Adds a requirement that insurers and other licensees report producer defalcations,
embezzlements, or violations to the director in much the manner as current(lly_ls required
for reporting claim fraud. Lack of timely reports to the division has resulted in situations
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in which harm to the public or other insurers has been exacerbated. Requires licensees as
well as insurers to report fraudulent claims.

Sec. 39. AS 21.39.045(b)- Risk classification:- construction industry.
Clarifies that the credit scale recognizing differences in wages paid applies only to the

construction industry.

Sec. 4d. AS 21.42.130(5). Disapproval of forms. ) ]
Clarifies that rates for individual health insurance are not subject to approval consistent

with ¢ irrent statutes that do not provide a mechanism or guidelines for such rate review.

Sec. 41. AS 21.42.205. Coordination of benefits. ] .
Requires that benefits provided under health insurance contracts be coordinated. This

coordination is apPIicabIe only when an individual is covered under more than one health
insurance contract.

Sec. 42. AS 21.42.265. Effective date of coverage., )
Clarifies that insurance coverage changes requwe,d% a law change become effective at

renewal unless the law provides an earlier effective date for the changes.

Sec. 57, Sec. 21.53.090. Required regulatigns. . ) L.
Under federal law long term care contracts with certain federally defined characteristics

may receive favorable tax treatment. Since this creates a separate class of long term care
policies and need for additional protections, the amendments to this section expand the
director's authority to write specific regulations for this purpose.

Sec. 58. AS 21.54.015. Rate requirements. . .
Requires that rates for %roup health insurance contracts not be excessive, inadequate, or

unfairly discriminatory o provide a consistent standard for all group health insurers.

Sec. 59.
T(ﬁ(i:s section adds several new sections to AS 21.54 to conform with the minimum federal

standards for health care insurance in the group market as follows:

Sec. 21.54.100. Unfair discrimination.
This section is added to conform with the minimum federal standards pursuant to

P.L. 104-191 adding Sec. 2702 to PHSA (42 U.S.C. BOOgﬂ-I) regarding unfair
discrimination in the offer of or enroliment under a health “caré insurance plan.
Sec. 21.74.110. Preexisting condition exclusion.

This section is added to conform with the minimum federal standards pursuant to
P.L. 104-191 Sec, 2701(a)-(b) to PHSA (42 U.S.C. 300gg(a)-(h)) relating to
preexisting condition exclusions.

Sec. 21.54.120. Creditable coverage. o
This section is added to conform with the minimum federal standards pursuant to

h f
P.L. 104-191 adding Sec. 2701(c)-(e) to PHSA (42 U.S.C. 300gg(c)-(e)) relating to
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creditable coverage. Creditable coverage is used in determining the allowable
preexisting condition waiting period or exclusion. Note that the federal law allows
the states discretion in determining an allowable break in coverage in determining
creditable coverager AS 21.56 allowed a 90 day break in coverage for small
employer groups and this was maintained in this section and as a result would
apply to large employers as well.

Sec. 21.54.130. Renewability, termination, and modification of coverage.
This section is added to conform with the minimum federal standards pursuant to
P.L. 104-191 adding Sec. 2712 to PHSA (42 U.S.C. 300gg-12) relating to guaranteed
renewability, modification and termination of coverage. Subsection (f) of this section
was added to allow an insurer to terminate an individual's coverage if the
individual has committed fraud or intentional misrepresentation. This is not part
of the federal law but was considered an oversight by the NAIC and HCFA.

Sec. 21.54.140. Renewability of coverage for a multiple employer welfare
arrangement.

This section is added to conform with the minimum federal standards pursuant to
P.L. 104-191 addlng Sec. 703 to ERISA (29 U.S.C. 1183) relating to guaranteed
renewability for MEWA plans.

Sec, 21.54.150. Mental health benefits. )
This section is added to conform with the minimum federal standards relatlng_to
mental health benefits PJarlté/ pursuant to the amendment to P.L. 104-191 adding
Sec. 2705 to PHSA (42 U.S.C. 300gg-5).

Sec. 21.54.160. Excepted benefits defined. ) .
This section defines the health plans that are not subject to the minimum federal

standards and arg termed "excepted henefits" in the federal law. These "excepted
benefits" are exphmtlyrdefmed in P.L. 104-191 adding Sec, 2791(c) to PHSA (42
U.S.C. g—91(c}). These health plans are basically limited benefit and
supplemental health insurance plans. The definition of "health care insurance
plan" as proposed in this bill excludes "excepted benefits".

Sec. 21.54.170. Determination of size of employer. ) .
This section describes how the size of an emgloyer 1S to be determined as described
in P.L. 104-191 adding Sec. 2791(e)(6) to PHSA (42 U.S.C. 300gg-91(e)).

Article 3. Sec. 21.54.500. Definitions. . o
This section adds new definitions necessary to conform with the minimum federal
standards. The definitions are consistent with the definitions in P.L. 104-191
adding Sec. 2701%)), Sec. 270155) Sec. 2705(e) and Sec. 2791 to PHSA (42 U.S,C.
BOOgg%b), 42 U.S.C. 300qg(e), 42'U.S.C. 3000g-5(e), 42 U.S.C. 3000g-91 respectively)

Sec, 60. - Sec. 68. Comprehensive Health Insurance Association.

These sections amend AS 21.55 reIatlng to the Comprehensive Health Insurance
Association. P.L. 104-191 addln(I; Sec. 2744 to PHSA _ﬂ42 U.S.C. 300qg-44) allows a state
to use a qualified high. risk pool To guarantee portability of health insurance covera?_e to
federally eligible individuals. The dmendments to this section allow a “federally defined
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eligible individual™ defined in P.L. 104-191 adding Sec. 2741(b) to PHSA (42 U.S.C. 3009g-
41(b)) to participate in the CHIA. Use of Alaska's high risk pool (CHIA) would be the least
disruptive mechanism allowed under the fede.al law to reform the individual health
insurance market in Alaska and therefore was the selected mechanism. Experience in
other states such as Washington, New Jersey, and New York relating to the alternative
mechanisms allowed in the federal law has resulted in significant increases in claims and
premiums and decreases in the number ofindividuals insured and the number of
insurance companies writing individual health insurance.

Sec. 69. -Sec. 90 Small Employer Health Reinsurance Association.

These sections amend AS 21.56 relating to health insurance coverrije for small employers
to remove any conflicts with the minimum federal requirements under P.L. 104-191.
Certain sections of AS 21.56 were repealed and reenacted under AS 21.54 because under
federal law those provisions apply to both large and small employer groups. The sections
in AS 21.56 relating to guaranteed issue were amended to conform with the federal
minimums for small employer groups pursuant to P.L. 104-191 adding Sec. 2711 to PHSA
(42 U.S.C. 300gg-Il). To the extent possible the provisions in AS 21.56 were not modified
unless they would prevent application of the federal minimumes.

Also, several sections are amended to change the term "association” to "reinsurance
association" in order to avoid confusion with a "bona fide association”" as defined in the

federal law.

Sec. 77. AS 21.56.075. Premium report. )

This is @ new section that requires members of the Small Employer Reinsurance
Association to report to the director on an annual basis the total"amount of small
employer health insurance premiums written in the state. While not reciuwed by federal
law, this, section will significantly improve the ability of the Association 0 assess
Association members for losses.

Sec. 91. AS 21.66.110(a). Premium Tax Payment - Title Insurance.
Allows the director to determine the method of payment of premium taxes to reflect
technology changes such as electronic payments and to collect premium taxes quarterly.

Sec. 92. AS 21.66.390(a). Makin% of rates. _ )
Adds investment income as one of the elements to be considered when evaluating the

rates charged by title insurers.

Sec. 93. AS 21.69.310(a). Annual Meeting Location. o

Allows the director upon show, of good cause to.approve a domestic insurer's. request to
hold its required annual meeting 1n a city outside of the location of its principal office or
place of business.

Sec. 94. AS 21.69.520(a). Borrowed Funds.
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Requires director approval for an insurer to borrow funds when a written agreement
requires that the money be repaid only out of the insurer’s excess surplus and removes
Ber_mlssmn for an insurer to borrow money in this manner for any purpose of the insurer’s

usiness'.

Sec. 95. AS 21.75.945%a). Attomey-in-fact License Exemption. . .
Expands the exception for being licensed as an attorney-in-fact to all remgroc_al Insurers.
The exemption is allowed whenthe attomey-in-fact is"a wholly-owned subsidiary of the
reciprocal insurer who only acts for the one reciprocal. Attorneys-in-fact who operate
more than one reciprocal insurer must be licensed under this section.

Sec. 96. AS 21.76.020(b). Joint Insurance Arrangement Reporting.. .
Specifies that the report prepared b){ ajoint insurance arrangement and filed with the
|egislative budget and audit committee shall also be filed with the director.

Sec. 97. AS 21.76.06(_)(e&. Joint Insurance Arrangement Reporting. )
Allows for the rePort filed by the joint insurance arrangement with its board_ of directors
and the director to be an audit based on generally accépted accounting principles rather
than requirements established, by the director. A report filed with the director is open to
public inspection unless specifically precluded by statute.

Sec. 98. AS 21.78.293(b). Receiver's recommendation to the court. . .
In order to reduce litigation over claims and thereby expedite the closure of a receivership

estate (to the benefit of insurance policyholders and other claimants), the superior court
shall review and adopt the receivers rqurt on claims by using the Substantial evidence
standard. The period of disapproving claims is extended to 120 days.

Sec. 99. AS 21.84.590. Other provisions applicable. )
This amendment clarifies that the minimum federal standards apply to Fraternal Benefit

Societies.

Sec. 100. - Sec. 102. Health Maintenance Organizations. . o
These sections amend AS 21.86 relating to HMOs in order to conform with the minimum

federal standards pursuant to P.L. 104-191 adding Sec. 2701(g) to PHSA (42 U.S.vi.
30009(9)-
Sec. 103. AS 21.87.140(c)(1). Medical service agreements.

Updates terminology of participant provider contract requirements to reflect managed
care compensation arrangements as well as traditional indemnity reimbursement.

Sec, 104. AS 21.87.150(c)(1l), Hospital service agreements.
Updates terminology of participant hospital contract requirements to reflect managed care
compensation arrangements as well as traditional indemnity reimbursement.
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Sec. 105. AS 21.87.180(a). Filing and approval of agreements and contracts., .
Conforms form fI|Inﬁ requirements for medical and hospital service corporations to similar
requirements for other insurers subject to form filing.

Sec. 106. AS 21.87.190(b). Subscription rates, fees, and payments. ]
Clarifies rate filing requirements. Allows,the director discretion fo protect medical and
hospital service corporations from comRetltlve_dlsadvantage that may arise_from
disclosing rating formulas when other health insurers are not required to file rates for
approval and disclose rating formulas.

Sec. 107. AS 21.87.200. Reserves. . L.
Requires that hospital or medical service corporations have minimum reserve standards

and reporting consistent with other health insurers.

Sec. 108. AS 21.87.340. Other provisions applicable. .
Amendments in this section cIanFy that the minimum federal standards apply to Hospital

and Medical Service Corporations.

Sec. 109. AS 21.89.020(f). Minimum coverages for automobile liability insurance.
The amendment to this section clarifies the priority in which liability and ﬁ_ysmal
damage payments under automobile insurance policies for rented motor vehicles are
made.” The required priority would be that payments would first be made from the
operator's policy purchased from the personrenting the vehicle, then from any other
P_ollcr covering the operator but not purchased from the person renting the vehicle, and
inally from apolicy of the person renting the vehicle.

Sec. 110. AS 21.89.020(g) - Short term auto polic

Clicl_ri_fies that the requirements of AS 21.36.210 2136310 do not apply to seven-day
policies.

Sec. 111. AS 21.90.900(29). Definitions for title. . . .

The definition of policy is modified to extend to group certificates issued in Alaska when
the group policy is issued and delivered outside of Alaska to ensure consistency in
application of state law to all group health care plans covering individuals resident in |
Alaska. The new minimum federal standards apply to such certificates and without this
amendment Alaska may have difficulty asserting requlatory authority over such
certificates. Failure to requlate grouP certificates could result in the federal government
determining that Alaska 1s.not substantially enforcing the minimum federal standards
resulting in federal regulation of Alaska's hiealth insurance market.

Sec. 112. AS 21.90.900. Definitions for title. . ) . .
This section adds two new definitions. The term ‘Certified financial statement” is added

to clarify its meanm% in relation to licensing requirements. This term “medical care" as
defined In P.L. 104-I91 adding Sec. 2791(a)&) to PHSA (42 U.S.C. 3000g-91(3)(2)) is
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added since it is needed In order to define "health care insurance".

Sec. 113. AS 28.20.440 _ _
This is a new section that would allow an_insured upon request to exclyde from their auto
insurance coverage a person who resides in the same household as the insured or a person

who Is a relative of the insured.

Sec. 114, AS 28.22.201 (a> _ _ _ _
This section provides tha' overage for uninsured r.nA underinsured motorists be %rowded
even if the limits of liability bonds and policies that apply have not been used up by
payments, judgements or settlements. The insurer shall’receive credit for any payments
received by the insured for claims from other sources.

Sec. 115. Repeal. . . . .
This section repeals the sections in AS 21.56 relating to small employer health insurance

that conflict with federal law. As stated above many of the provisions were modified and
moved to AS 21.54 since they apply to both large and small groups under the federal law.

AS 21,42.375(d) mam_mo(?raphy) and AS 21.42.395,ﬂd) (prostate and cervical cancer
screening) exclude limited and"supplemental benefit plans from, the applicability of the
provisions and since these are excluded by use of the newly defined term "health care
Insurance plan these sections were repealed.

Also this section corrects an oversight b& repealing Chapter 81 that was superseded by
legislation enacted in 1995 (AS 21.09.310).

AS 28.20.445(c), AS 28.20.445(h), AS 28.22.211, and AE 28.40.100(a)(22) are repealed as
related to uninsured and underinsured motorists coverage in Sec. 114.

Sec. 116, Sec. 119, and Sec. 122. Mental health insurance effective dates.

These sections establish the effective date of January 1, 1998 and sunset on September
20, 2001 0f the mental health insurance provisions required under the federal law.

Sec. 117. and Sec. 118. Repeal of sunset provisions. .
These sections repeal the sunset provisions in AS 21.56 relating «=Small Employer
Health Insurance and the Dental, Vision and Hearing provision in AS 21.42.385. The
repeal of AS 21.56 is necessaiy since the availability provisions in AS 21.56 are required
by federal law which do not sunset.

Sec. 120. and Sec. 121. Effective dates

Sec. 6, 7, 27-30, and 91 take effect on January 1, 1998. All other sections take effect on
July 1 1997,
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Sponsor Statement
CSSB 104(FIN)

This bill was requested by the Division of Insurance and contains, numerous
provisions that will enhance the effectiveness, efficiency and quality of insurance
requlation for the Alaskan consumer and industry. The majority of the provisions
in'this bill implement the minimum federal standards for individual and group
health insurance plans as established under the federal Health Insurance
Portability and Accountability Act of 1996 (commonly referred to as the
Kassebaum/Kennedy bl”) WhICh must become effective in Alaska bv July 1.
1997. If these provisions are not enacted in this legislative session the federal
Department of Health and Human Services will take over regulation of these
standards in individual and group health insurance market in Alaska.

Summary of the federal Health Insurance Portability and Accountability
Act 0f 1996 minimum standards in this bill:

In August 1996 the Health Insurance Portability and Accountability Act of
1996 was signed into federal law. The Act received wide bipartisansupport
in Congress and many organizations |ncIud|n(I; the American Medical
Association, the Independent Insurance Agents of America, U.S. Chamber of
Commerce, American Hospital Association"and many others.

e  The federal law establishes minimum standards for all individual and group
health care plans that must become effective July 1, 1997. These standards
ensure that health coverage is poitable, available and renewable for many

individuals.

If Alaska fails to enact the federal reforms or otherwise provide for
enforcement of the federal reforms, the federal government will
enforce compliance in Alaska beginning January 1, 1998.

Alaska has the option to implement an alternative to the minimum
individual health insurance standards in the federal law. This legislation
provides for the necessary amendments to the insurance code to implement
such an alternative as well as other amendments necessary to implement
the minimum group reforms.

This bill provides for a federally acceptable alternative by modifying the
eligibility requirements. for the’Comprehensive Health Irisurance
Ass_oc_latlong HIA). This alternative is the least disruptive to Alaska’ small
Individual M.-.Ith'insurance market.

Alternatively, without this legislation the more restrictive federal
individual market reforms will be enforced on all health insurers
writing business in the Alaska individual market including the
CHIA.

> By the required federal deadline of April 1, 1997 Alaska filed with the U.S.



Department of Health and Human Services that it intends to enact the
necessary legislation to provide an alternative.

The minimum standards proposed in this bill have wide support by
both insurers and consumers and result in no additional cost to the

state.

Again, if Alaska wants to avoid federal regulation of the health
insurance market in Alaska, legislation must be passed in this
session.

The miscellaneous insurance provisions in this bill will:

e Establish procedural requirements designed to ensure that insurers
conducting the business of insurance in this state are solvent, records are
properly maintained, and appropriate reports are made to the division.

«  Eliminate unintentional barriers to companies seeking to transact business
in this state

e Clarify licensing statutes which are consistent with child support
enforcement legislation enacted in 1996

e Require insurers and licensees to reﬁort any suspected producer defalcation
or embezzlement inmmediately to the direCtor.

e Require insurers to report any pertinent corporate changes.
e  Clarifyjoint insurance arrangement reporting and risk based capital filings

Require insurers to maintain records at its princiﬁal place of business
regarding assets, transactions, complaints and other corporate affairs for all
lines of business

Establish minimum reserve and premium rate standards, for all health
insurers thereby providing for a more level playing field in the health
insurance market in Alaska as well as eliminating archaic hospital and
medical service corporation health reserve standards.

e  Add stop-losi insurance to the definition of health insurance in order to
allow life an.; health insurers to write this coverage in the state. Under
current law only property and casualty insurers may write this coverage.

e Provide that the superior court shall review and adopt the receiver's report
on claims by _usmq the substantjal evidence standard and extend the period
for disapproving claims to 120 days, which will reduce litigation over claims
and expedite the closure of a recelvorship estate.



Establish the P_ayment priority for liability and physical damage under
automobile policies for rented 'motor vehicles.

Allow an insured to exclude a relative or person living in the same
household as the insured from their automobile insurance coverage.

Require that coverage for uninsured and underinsured motorists be
Browded even if the Limits of liability bonds and policies that apply have not
een used up by payments, judgements or settlements. The insurer will
retﬁelve credit for any payments received by the insured for claims from
other sources.



EXECUTIVE SUMMARY

KASSENBAUM/KENNEDY BILL

Presented by
Marianne K. Burke, Director
Division of Insurance

Health Insurance Portability and Accountability Act of 1996 (HIPAA, or
Kassenbaum/Kennedy)

e signed by the President on August 21, 199

* most sweeping health care legislation since passage of Employee Retirement
Income ge@ur?ty Act (IfF%IgAng 1974 passag pioy

General Structure of HIPAA
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EXECUTIVE SUMMARY
KASSENBAUM/KENNEDY BILL

Presented by
Marianne K. Burke, Director
Division of Insurance

Health Insurance Portability and Accountability Act of 1996 (HIPAA, or
Kassenbaum/Kennedy)

* signed by the President on August 21, 1996

» most sweeping health care legislation since passage of Employee Retirement
Income Security Act (ERISA) in 1974

General Structure of HIPAA:
1) amendments to ERISA. One reason the law is so sweeping is it affects self-
funded plans, and helps level the play .ig field by imposing standards on
plans over which t’ e states have no jurisdiction

2) parallel amendmen 'to the Public Health Service Act (PHSA) that affect
health carriers

3) amendments to the tax code for long-term care insurance, medical savings
accounts and deductibility for the self-employed

Our bill focuses on number 2 - amendments to our insurance code.

Insurance Code amendments fall into three areas:
e small group market reforms
 large group market reforms
* individual market reforms

Essential elements of HIPAA:

Small group market:

1) guaranteed issue to

o all small employers (defined as those having an average number of
employees during the prior year of 2-50)

 all eligible employees

o all products offered by a carrier in the small group market, not just the
standard and basis plans as in current law

MKB/c-.v4249.mj _1_ 012997b



2) guaranteed renewability of all policies with certain enumerated
exceptions

3) preexisting condition exclusion limitations - limited to 6/12 (lookback/
exclusion) with credit for prior coverage as long as there has been no gap in
coverage greater than 63 days; current Alaska law allows a gap no longer

than 90 days
Large Group market:

1) guaranteed renewability of all policies with certain enumerated
exceptions

2) preexisting condition exclusion limitations - limited to 6/12 (lookback/
exclusion) with credit for prior coverage as long as there has been no gap in
coverage greater than 63 days

The bill calls for a study of availability in the large group market; no guaranteed
issue requirements in this market.

Individual market:

1) guaranteed issue to eligible individuals (those with 18 months creditable
coverage, most recently in a group plan, with no break in coverage greater

than 63 days

2) guaranteed renewability of all policies with certain enumerated
exceptions

3) no preexisting condition exclusions may be imposed on eligible
individuals

Pregnancy and genetic testing in absence of the condition are not allowed
as preexisting conditions in the group market, and are not allowed for eligible
individuals in the individual market.

HIPAA creates federal standards in the area of health insurance by essentially
creating a floor in certain areas, below which state standards may not fall.

* however, state flexibility exists

e certain state laws are specifically preempted if not in compliance with the
federal standards, for example preexisting condition exclusion provisions

With respect to the individual market, the federal standards will not apply if the
state enacts what is called an acceptable alternative mechanism. There is a
four-pronged test for an acceptable alternative mechanism, and the states are

given many options as to how to comply.

HIPAA requires that an acceptable alternative mechanism meet four
requirements:

1. It must provide eligible individuals with a choice of coverage;
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2 It annot impose dNy preexisting condition exclusions for ellglble
Individuals;

3. The choice must include at reast one policy form that is:
fi) ﬁ?mgart'able t0 comprehensive coverage IN the individual market in
e state;

- t or
fii) comparable to the dard plan under the state’s small group or
) manufuaI laws; standard group

-AND-

a. The state must be implementing one of three things:
(@) one of two specified NAIC models laws 0N individual market reform;

(b) a qualified nigh risk poot as defined in the law; or
) () amechanism providing for risk adjustment, risk spreading, Ol'é‘lr
G0 'ﬂ 3 i %arﬂim.o.otger IS¢ provides Tor SOMe financial
Igible individuals; o
(i) a mechanism allowinq]eliﬂi]bl.e Individuals a choice of all
available INAIvidual heafth isurance coverage.

[1SK SPreaaing mec

subsidization 0T €
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Amendment History of SB 104

Senate Finance:

Two amendments were added to SB 104 in Senate Finance.

The most S|%n|f|ca_nt amendment was the amendment to include the minimum
federal standards in the Health Insurance Portability and Accountability Act of
1996. These minimum standards must become effective in Alaska bv July
1 1997. If these provisions are not enacted in this legislative session the federal
Department of Health and Human Services will take over regulation of these
standards in individual and group health insurance market in Alaska. The
amendment added almost 50°pages to the bill. However, the provisions in this
amendment make only the minimum required changes in order to meet the
minimum federal standards, . (note section 1 of versign CSSB 104(FIN) am
outlines the specific sections in the bill relating to this amendment)

The other amendment was sponsored by Senator Donley and has the effect of
establishing the payment priority for liability and physical damage under |
automobile policies for rented motor vehicles, (note this amendment is in section
109 of version CSSB 104(FIN) am)

Senate Floor:

Two amendments were added to CSSB 104(FIN) on the Senate floor.

One amendment was sponsored by Senator Donjey. The amendment modified the
underinsured/uninsured motorist coverage provisions to r_ecluwe_th_at cov_eraq_e for
uninsured and underinsured motorists be provided even if the limits of liability
bonds and policies that apply have not been used up blygayment_s,jud ements or
settIeFTl\?)nts. This amendment is in sections 114 and 115 of version CSSB

am.

Another amendment was sponsored by Senator Duncan. The amendment allows
an insured to exclude a relative or person living in the same household.as the
insured from their automobile insurance coverage. This amendment is in section

113 of version CSSB  104(FIN) am.



OVERVIEW

KASSEBAUM/KENNEDY BILL

Presented by
Marianne K. Burke, Director
Division of Insurance

|. General Points

verV|eW Ia ]r ]h mon called Kasseba m/ enned SK/ creates
federal standar the Ingi gti a{t g sua ce markets, but
It does erm% subs antlaI state exiility tor ﬁtnce elaw requires
lnsurer fo ofter covera e {0 all small employers { fOl' cove age and to
individuals Mgt | raln FeqUIreMEnIS (guaranteed |ssue) {0 guarantee

[eNeW coverage |n th the group and in vidual arkets (guaranteed renewal);

and to 1im it the use of preeX|st|ng condition exclusions in the group
market and eliminate ?‘I 1he in |V|dua| marhet for elig ﬁ .
owever t[’ile edera law does not limit t epremlumst at 1ssuers

individual
can charge for any type of coverage.

Preemption: The .test for.preemption In. all Cﬁse?] EXCEPT fOl' ETOV lons
relating to oreemstang condifion exclusions is: whether the state’s Standards and
requirements woul prevent the application of the federal law.

The test for. pr m tion foa\ﬁr%ﬂgns affecting preexisting condition

eral ‘Sup erse e any vision of State law

i e 1€
Ci\;HST)%nB“ShES Imggeo ents, or Contlnues ectistanaard I‘l’ qUIrement

| X1sting_con |t|on Speci |ca over ed
%? &n%%k sectlonp%i SA section %; dlffers qt
standards or requirements in those sectlons UNLESS fate prowslon meets
ONne OT SeVeN specific exceptions.

Group Market

Kre uires gu ranteed issue of all products in the small u
IS |sa reIatl dlcal requwement‘toranumber of states. The f%d afesavr\{]g‘s/

AL eCI :ftlraa eed 1ssue plotection to arger grodps. and include. grou
%falr |ethey cover eser]tt empfoyed In the sma?l grgup gathgr tﬁan tpte Ing\%)ugl
The guaranteed renewability requirement applies t0 groups of all sizes.

The tgles restrictin ‘the USE Of preexisting conditions exclusions,and .
Proht |t|ng e use jealth status-related factors for purposes of Issuing and

enewing coverage apply {0 groups of all sizes.
NAIC 1992 Small Group Model
Alaska adopted a modified version of the NAIC’s 1992 Small Group Model.

The 199 Sm rou deI only requires quaranteed issue. of a hasic and
stand1 hea Lgeneptpan by & ¥I galth c rriaers oing busmesstl)n a state’s
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small group .market. A state with this model W%ﬂ therefore need to ewgd the
8uara eegplssue rcmlllremgnt to.all pro UCF offered ¥the Insurer. requires

uaranteed issue ofall products in the small group market.
ubject.to certain
fsedelra?I u?
E\\%/ork

The 1992 Small Group Model requires guaranteed renewability,
e R AR SR,

esg XC
e Tevisions suggested by
The 1992 Small Group Model al a preexisting conditjon exclusion of twelve
monﬂl]s.zrﬁls IS c%ns@tent.wnﬁme cept tf]atghe mode| requires certain
revisions to prohipit pregxmtln% condition’exc u3|?ns based on E{)reaqpnanc as a
8&683(;,%“”9 ondition’and to extend the permissible period for & gdp In coverage to

Another he¥ iﬁsue is the definition of ‘Sfmall emplo¥e " The federal law,is ver
el e e b alvice e o aps of 2 abfebl o gt
suggested to conform to the Pe%leraq rgqm?éments.

The 1992 Model must dal‘?éo be revised fo ensure that jts concept of ‘quali]fythneq

ST M g v Cobenri

I1l. Individual Market
e would like tp review the possible scenarios for | enting. an. acceptable
thernatlve mecﬁanlsm to meet ﬁm requirements oHnK%s'For theglncqlvufu | market.

The law requires that an acceptable alternative mechanism MEet four

requirements:

b lt must Pr.ovide eliﬁible Individuals with a choice ofcoveraf%e, .
.1t ¢annot Impose afy preexisting condition exclusions rellglble

Ividuals; = . .
3. The choice mlfst include at least one policy form that is: . . .
| comparab e {0 comprenhensive coverage IN the individual market in the

.. state:
(iN) compieﬁérbllﬁ t0 the standard plan under the state’s small group or

Individual laws:
-AND-

4. The state must be implementing one of three things:

one OHhe two NAIC models laws ON.iN |V|Fual market reform:
quali IEﬂhi.gh cisk pool A5 defined in the [aw; or

II) d mecnanism I'OVIdIng Of risk adjustment, risk spreading, 0l d
sk spreading mgc ar_wm_or.ot erwise provides for Some financial
bsidization 0 elgl elnﬁhv.l uals: or.

m .amef anlf a wmgel Ible individuals a choice of all available

intlividual health insuranCe coverage.
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1 as had In the a%(\]/rer%ate at Ieast 18months ofcredltaqle coveragﬁ
5) the most receq e is under a group, governmental, or chur pIan
|nclud|r] f Insure |g?rou(h
s note or any other oveJa'%e includin Meqlcare Medlcalg
as no cve FE/Kmmate rnonpa)y ntopremmthsbi) faud:
ﬁ ause continuation &gtl n If one was availa
6) Nas no gap |n coverage exceeding 03 days.

Given these requirements, what are a state’s options?

Option 1: Guaranteed issue of all products in the individual market.

ST s e ) i e ol e

%f ese states must ens gthat ang ?ate restrlcton% Imiting the | r]dlwp a
rquaranteed ISsue 8 revent those.individuals wh ﬁreell%l
g ranteed ?]sue under the federal law rom o taining covera e state must

ensure, t | hrsk ofl sno ﬁe ang preex@tlng condition
exclusions for e eraII;(71 define |g| ein IVI uals

Option 2: High risk pool.
The federal law defines a qualified high risk pool as one that:

rowdes covera eto all eligible in |V|duals
08s. not mpos wpreexmt 8Pon |t|on na eI| |bIe dividual;

rovides ove ed ene |ts uc cqverade consistent
Wlthtdh I\%\lnée eaI nmsur dlgl ﬁ gM 8eﬂ Act
(Le., premium rates do not excee 200 percen 0 standar sk rates);

tates that choose this opgion will have to ake ure that their risk pool meets
%e requirements af)ove 6ther ISSUES rals the}ugh s po'l P

Can st ter dency requirements sta d7
e h|E [3 ypoto%growc%e a chn gfmore than one policy? Will one

§)) Wta}l .st'éh tor%hp())rlgﬁenswedugg &Svslljthlcreespect to a state’s individual market?

Option 3: Adopt one of the two NAIC individual market models.

g/ ces the two NAI ddressin |nd|v1 a eform: (1) the
all oyer ané |nEIVI aTY? ﬁﬁ ?ahlh al\h(oﬁ ct, asg
Tﬁh nsureahne%nggyt% ql L%\Ao el \,lﬂ?cltlagglytabl der) deI) )the nd|V|duaI
AdOH“ﬁ’.”sn%’“’“ev‘%‘éth“ rtn(t)hjgls ! GOTRLTE 20 accepialie A Sverage for
5‘1 aerall eI| ahle Indivi uaﬁ]s WhIC anﬁ Sei acho(ls?eo J

a
compr hen |ve po |cy or these

no preexisting condition exclusions
Individuals.
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he e two models ar betrg reviewed and revised hy the NAIC P.L. 104Fft91 States
%wentatton Wo rking Group to make the revisions required for compliance

General Structure of the Availability Model

In the small ergu market thda Avaj Iab|I|t Model requires Pdaar nteeﬁl |ssue of all
Pro ucts, Inc gastandafr and astc In the Indiyrdya rga}r et It also
qsunes uarante dissue of all Rro ucts, mc(ydtng a standard and basic than but
sets out two opt |ons amarr uaranteed 1SS aqunement or a rolfin
uarantees.an Individual one-month each year'in

en.enrollment optio ? jién 0
nﬁt h(soo tagn a§ro uct qUires aéuste commundty rating, with variations
allowed only for geographic area amily composition, and ‘age.

It requires gua an(teed renewability for botg small rou and individual products,

sub t 0 standard excep Igns Such as fFaud or miste rsent t]on noanaé/ment of
femiums, ‘c n'géneral thase- éx eptions are consi Sentwith the requirements
edéral law, Subject to some deviations.

dnfgenaral tpe Availabilit nﬂodels rowtans fnr eX|st|n conditi |on exclusmns
efinition of pr N |

(% ﬁIS'[* ongition etc. es|m| ar to th
trements 0 the Tederal

Rl
fﬁdera\? t?etC (!enllﬂ%e individuals, A lfso t?t ;

ron n

ec nce e Iting” coverag an
shortenng preexist |ton exclus ceordingly ffers somgwhat, as

some slight elements as| efinitions.. Bec useo e very

reem t e language o t edera aw or state row Sions that address

reex| Olng condition exc usmns some revisions have been made to the language of

IS model

General Structure of the Portability Model

The PortaatlttguMopel addresses onIX the ind| Vld alanfa]rgg It reﬂ%treom atio

uasantee ﬁ basd ¢ and tn(dard X carr
iust ess mé Ie statesm |V|duarmar dtr ctor g ta trsﬁb
orm and leve the ba3|c an standard ealth bene tpans

fcoverage o
permits rating bant? subject to certain requirements.

Egﬁe?lorgaabrwty Model requires guaranteed renewability of individual health

I h ti I f
MOOITED t pronTit ny XS ons To Fe0eraly Getned Avnle oo,

Option 4: Mandatory group conversion policies.

estate haye mandatory group conversj 0I|C|es These |ICIeSWI|| not
3 ytg%sel? unde £§ plans. gto uch aws

Pjﬂ X ntI)\t”enla ?ﬁcg\setraet% comg Wl(gh be ausg t} WIT| nof p);ﬂ i
Htany |n ividuals wno are entitled to protection under the federal law. “Alaska
0es not have mandatory group conversion policies.

MKB/cw4250.ins -4- 012097a



Option 5: Open enrollment by one or more health insurance issuers.

e
?nu(ﬁra%eaﬁs tlgseué\e/}/elseqremsenésoﬁggadgces\llj{?v%g WOL?%) ﬁga \gue}‘:]ne mglgl\eN ,
untlY emontn ?thel % LW ertg!\mCmode# ther |nde|V| uals VY]I'[

rthda
Brewous coverage c?\v obtal F/overq ithin 31 days o the termination of
revious coverage. Not aska.

Option 6: Some combination of the 4 options above.

naeneera pﬁ%’ﬂ'&%ﬁggéﬁ it aov'J‘%OCe%mn%'{‘a“O%'}fWﬁe"HS?'E{'St te must
g}fer aVery eliviol H same choices, or whethet it may provide
erent érou swith different c

avallable In

0ICES.

Anotherr%nnt IS that some mechanisms alread contalnﬁd In ‘étf;H; WI||| not
%otectl vmua S Whose pr devmus COVerage Was In a se e an.
IS IS a propiem with ma atory conversion 1aws, as note above,

Option 7: Rely on federal fallback standards instead of implementing an
alternative mechanism.

ran ilability: Fede a If there is No Sta
ﬁILfearnaatltveee ar{f‘sb ! tySectlon 5941’@ aT[herePdprey In states %led (%
P]I(e gnt an acce fa Ie alte[natlve hanism under Section the following
sta ards and exceptions apply

A. The nhealth i sulfance issuer May elect t0 limit overa{g{; 2_}9116(!:5%% Rer ons

{0 a h0|ce 0TONlY two different’policy forms eCIIO

which must:

be des for ade generally available tq, are actively marketed to,
) dd | oth eT ﬂ)legand ot eerI(!?w uaqs and el
) Either:

(@) be the “most ?opular policy forms Tn e forms with tpcal) rgest and

second largest premium v e stat
mar etlnggorse’rvme area d@fned In regufatmn Cor

be “volicy forms with representat] ve covera e aI er Iev I and
(b)ahlﬂ yI lnfsmeaﬁf |ns tssu %NBey
ar to ot er |nd coverage o R ISSUer ach of
IS covered un ersome risksprea |ng chanism.

() bgweéd V%|f (t:ﬁge\l% ghtegeg{/neerggaes having an actuarial value of

i H| herI covera e |sd fined as having an actuarial value
(1) ﬁ%g% re te than ower I%veq covgrage and Between 186
120

elg ted average;
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(iif) A risk spreading mechanism must provide for risk adjustment,
risk spreading, or a risk spreading mechanism (either among
issuers or among the policies of an issuer); or must otherwise
provide for some financial subsidization for eligible individuals,
including through assistance to participating issuers. (Sec.
2744(c)(3)(A).)

(3) For purposes of Section 2741(c), policy forms which have different cost-
sharing arrangements or different riders shall be considered different
policy forms.

B. Special Rules for Network Plans: (These apply if the state does not
implement an alternative mechanism):

(1) A network plan may limit enrollees to those who live, reside or work in
the service area,;

(2) A network plan may deny coverage based on the plan’s enrollment
capacity limits, as long as coverage is denied uniformly without regard to
health status-related factors;

(3) Ifcoverage is denied based on service capacity, the issuer is suspended
from offering new coverage in the service area for 180 days;

C. Exception for Financial Capacity: (This applies if the state does not
implement an alternative mechanism.)

(1) Health insurance issuer may deny health insurance coverage in the
individual market to an eligible individual if the issuer demonstrates to
the director that:

(@) It lacks financial reserves necessary to underw- ' - additional
coverage; AND

(b) Is applying this denial uniformly to all individ-.als in the state’
individual market, consistently with state la and without regard to
health status-related factors and without regard to whether
individuals are eligible individuals.

(2) If an issuer denies coverage based on financial capacity, it is suspended
from offering coverage in the individual market in that service area for
the later of: 180 days from the date of denial; or until the issuer
demonstrates to the director, if required under state law, that it has
sufficient financial reserves to underwrite additional coverage.

Guaranteed Renewability

A. Federal Standards apply REGARDLESS of whether the state is implementing
an alternative mechanism for guaranteed issue.

B. All individuals enjoy guaranteed renewability, not just individuals eligible for
guaranteed issue.
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C. Exceptions to guaranteed renew ability requirement:
(1) Nonpayment of premiums;

(2) Fraud or intentional misrepresentation of a material fact by an
individual;

(3) Termination of a product: Issuer must provide notice to enrollee 90 days
before termination, offer option to purchase any other individual product
offered by the issuer, and act uniformly without regard to health status-

related factors;

(4) Discontinuance of all individual coverage: Issuer must provide notice to
the director and enrollees 180 days before termination, and is prohibited
from market reentry for 5 years after date of last discontinuation due to

nonrenewal.

(5) Network plans: Issuer may nonrenew if the individual no longer resides,
lives, or works in the service area, provided that the issuer nonrenews
uniformly, without regard to health status-related factors.

(6) Association membership ceases: Issuer may nonrenew if the individual
ceases to be a member of the association through which coverage is
obtained, provided that the issuer nonrenews uniformly, without regard

to health status-related factors.

(7) Modification of coverage: At the time of coverage renewal, issuer may
modify the policy form consistent with state law and provided that
modification is effective on uniform basis among all individuals having

that policy form.

IV. Other Issues

Mandatory M aternity Coverage

The Newborns’and Mothers’ Health Protection Act of 1996 is an amendment to
the Health Insurance Portability and Accountability Act of 1996 ( P.L. 104-191).
It applies to health care coverage sold in both the small and large group markets

and the individual market.

The Act prohibits group health plans and health insurance issuers from restricting
hospital coverage in connection with childbirth to less than 48 hours for a normal
vaginal delivery and less than 96 hours for a cesarean section. It also prohibits
plans from requiring the provider to obtain authorization for stays of this length.
However, these exceptions do not apply to any case in which the decision to
discharge the mother earlier than these minimum periods is made “by an
attending provider in consultation with the mother.”

The law also prohibits a group health plan or health insurance issuer from
denying coverage to a mother or child to avoid the law’s requirements, or from
offering them financial incentives to reduce the length of stay. Nor may group
health plans and health insurance issuers penalize attending providers for
complying with the law or create financial incentives for providers that are
inconsistent with the law.
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e
h uires co era oramrnrm hou ormat vaginal geliver

oS, Tor cesaréan sect on; or aw re urre COVErgge orma and
e gure erican Coll

ege
8 stetricl a res, or y

qhther estah(hsﬂrt’a1 r%ssrona edical assocratrons Oh the stat aw re urres

at,.in connectio wrt cP\ferag or materpity care, é ecision abo

ospital enPth 0 sﬁa% IS e to or required to be made hy) the atten rng provrder
tatron with the mot

In consu
he Jaw also directs the ecreta of the U.f DeP artment of ei\th and Human
ervices to aﬁpornt na vsory qel to review stu res thahtt e Act req[urres te
ecreta ndertake dd a consensus apout the &prort)rra ness o
the Act re uirem nts ry panel Is to, include representation. from

number of; S%)ECI |e8 entrtres |n g states and entities ﬁgvrng expertrse In
consumer ISsues.

ecause this Act s.an a dment oPL Kassergb m- K ne the
orcement rovrsronso at actaso ac%rrYetOt aﬁaw taes wr ée the

materni 1510N Insurance [S an nrresu der

urrsdrctrgnpunl h ?—?I-IESecreta de ermrne r%

qubsaw] en orce rowsgorb hrc case t e reta%wt ntqrce the
é epartment of La orwrlen orce the law with

respect to B/ lans.

The Act is effective January 1, 1998,

Mental Health Parity

ntaI H th Parit ct en to the Health Insur nc
orta untt}wtA cto 15598 PaE] 18ﬂf31§ Ires only to ea
care cove ge soI roug tie large group arket (gro pso or more%

The.law provides that ifa group pIan d0€S not impose aN aggregate lifetim e
[IMit ON ‘medical and sur (ﬁ nefits, lL MaYy not rm 0se s

gental health banetits en?enta?Jw mpggn%ntsa%r ﬁgﬁttgdrcal)%er Ilrmlt the

i t“rrshttagf Sl T ey
Fern |ve oog 91 ? usI eaﬁ %
ah r? n]be

Th fains t
hosep}?gY é:t%n ains h]r brr(had ceép ronslstoNge{prreeeerrrTr]%tro n&hatiy?laswaaedqressrng

latric care in accordance w ne ISsue er b
8 %necol ISts, or the &merrcan Aca&arx

(hat IS not Iess
edical sur Ica

than the re ate Irmr ne anst atc e orrze
mong and su grca t ordt L}our 058 rng
IMIts te er t epartmento ma fe

or sel’f I ans, t eSecretarg of the epartment of Lapo
fllht ?rrze ro uI regttlatrons or.det rmrnrnﬁt eaggregate [ etrm I|m|t
e law specr etho or computing this

The Act i |rnPoses identjcal rules for a ual lim jts. Ifa an does not\rncllude
an annua on medica sur |ca enefrts It maX mpose suc
InC[ngntal heat bne Its.

06S IMpose an th rmrt] It must ert er
Gl ﬁtee R BT EED:
Fmr 0 ﬂaf? a enetrtst at Is less,.t nthe mle |ca sug ?tb E

ererent Iamrts pepr%ra?ea%?)t/ Ct‘ﬁ Iglrl-Ff g]eecdrlect%r/ysu( T abor grglctrsetary) Psp r)équrred
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tﬂ promulgate regulations for computing the aggregate annual limit as specified in

08S no the ter conditions relat 0 ental
rtt ene |t at IS provi ed except as der i gbove Wrtﬁ Pespect Yoq\mrts

The scope of this Act |sflrm|tep ur of its rov lons Frr as noted abp\f
therp IS'an exem tron or sma oyers, d |ne as tho avrn two 10 Tifty.
emp ees. Second, t(p hsan ex |on| rou errences an
rea |n the cost [ egan orsuc ovea eas 8erc
Aaw oesr}] rinﬁ clear wtt} roVvIs|on wou detr Ined or enforced.
| nealth benefits Ined In the law onot include.substance abuse

as
or chémrcr\ ?]ependency Services. EOUH’ there 1S a sunset provision.

Without additional ssional action, this law is only in effect from Jan.
199§ Hroug ept.%8 %% y !

Because this Act js.an amepdment to P.L. 11(‘<asse aum-K net” the

i i i b Sl

arit vr ns against
urisdiction une ecre] ar de ermrne t t tate has fal
ubs tia]l en orce ro IS10 hich case t ecretary wil en orce the
e tar epartmento La or eren orce the law with
respect to Ians

Thg Act does n tre urre a ”aqrourpdhealéh plan tcLoffer an¥hmental hefalth benefit
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SLXIATE FINANCE COMMITTEE REPORT

DATE: 4/4/97

Finance Committee considered

OMNIBUS INSURANCE REFORM

and recommends:

[ be replaced with

[ 1] adopt previous CS
[ ] attached amendment(s)

[ 1 adopt Letter of Intent by

[ 1 further referral to the

SIGNING DO PASS

n

c"'cwr-*"3fEELX -V -C a-
Co-Chair:

NEW FISCAL NOTE(S):

[ 1 APPROPRIATION - no fiscal note

FURTHER: KEFGTIiED CU G;
PFC yALZ-37

DATE TURNED
IN TO OFFICE: 4'2</-47

SENATE BILL NO. 104

Senate Bill:
A [ Lsame title
frIN 1 [y[new title
House Bill:
( ) [ ] same title
[ ] technical change
[ ] new: SCR*
Committee
Committee
DP OTHER RECOMMENDATIONS NR DNP AM
A f C 'jfto
g
1/
A _ & 1/
s Co-Chair: A A

Co-Chair:

PREVIOUS FIS<  NOTE(S):*
Department Date Zero FsAl



STATS OF ALASKA HMNO-” " |.ED Oli + Qi 11U NO: CS Sft 104
1997 LEGISLATIVE SESSION (LAC)

Revision D ate: Dept. Affected: Revenue
TH)e: Omnibus Insurance Reform BRU: Revenue Operations
Component: Treasury

Sponsor: Senate Rules
Requester: B.FIN COMPONENT SERIAL NO. 21

(Thousands of Dollars)
OPERATING EXPENDITURES FY 98 FY 99 FYOO FY 01 FY 02 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EOUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES | | 1 o |

CHANGE IN REVENUES ( ) 65.5 ] 485.1 485.1 485.1 ] 485.1 ] 485.1
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other
TOTAL 0.0 00 00 0.0 on 0.0

Eatlmata of any current year (FY97) cost S 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page it necessary)

The legislation allows the annual payment date to be changed to a quarterly payment date. The
anticipated change inrevenue isbased upon receiving interestincome in the general fund on
approximated $28.0 million in tax from 28 to 243 da  earlier than at present.

Prepared by: Manager and Invostmont*fficer Phone: 465-2360
Division: Treasury Date: Apnl 8, 1997
Approved by Commissioner: Ross Kinney, Deputy Commissioner/'<”><~_ / Date:  April 8. 1997
Agency: Department o( Revenue

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Otlice
Page 1 of t

icn nnrMAMF vi



| ]
I . N T-- VL,, r:VVw str i >

state OF ALASKA FISCAL NOTE PV Mibn: SB 10 +

1997 LEGISLATIVE SESSION . N —
(a) Publish Date: N4 -7

Revision Date: Dept. Affected: Revenue

Title: Omnibus Insurance Reform BRU: Revenue Operations
Component: Treasury

Sponsor Senate Rules
Requester: (S) L&C COMPONENT SERIAL NO. 2

Expenditures/Revenues: (Thousands of Dollars)
OPERATING EXPENDITURES FY97 L FY 98 FY 99 FY00 Fy 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES |
CHANGE IN REVENUES ( ) 65.5 485.1 485.1 485.1 485.1 485.1

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health

Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY97) cost $ 00

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page If necessary)

The legislation allows the annual payment date to be changed to a quarterly pcymentdate. The
anticipated change inrevenue isbased upon receiving approximately $28.0 million in tax from 28 to 243
days earlier than at present.

A
Prepared by: em Voss,'Cash Mana3g%r5and Investment Officer Phone: 465-2360
Division: Treasury 72 /J L/ Date: March 24. 1997
Approved by Commissioner: Ross Kinney, Deputy Commissioner /V<de Date: March 24, 1997
Agency: Department of Revenue__

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
Page 1 of 1
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FISCAL NOTE

STATE OF ALASKA
1997 LEGISLATIVE SESSION

Revision Date:

Title: An Act relating to regulation and examination of
insurers and insurance agents

Sponsor: Senate Rules

Requestor:

Expenditures/Revenues
OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

FY 98

CAPITAL EXPENDITURES
CHANGE IN REVENUES

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 General Fund

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL

Estimate of any current year (FY 97) cost: S

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)
There is no fiscal impact on the component.

Bill Version: £&
(S) Publish Date:
Department: Commerce and Economic Development

BRU: Insurance
Component: Insurance

id*

COMPONENT SERIAL NO. 354

(Thousands of Dollars)

FY 99 FYO00 Fyo1 Fy 02 FY 03

Lt S

0.0 0.0 0.0 i 0.0

(Thousands of Dollars)

PR R e

0.0 0.0 0.0 0.0

$0.00

Phone: 465-2515

Division:
ADDroved by Commissioner:
Agency:

Insurance

William L Hensley £ -
Commerce and Ei”“nomic Development

Date:

Date:

March 11. 1997

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO '3*;VERNPr-"f “r.G(SLAT)VE OFFICE

For further distribution information, call the Governor's Legislative Offiso

Page 1 of 1
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SENATE FINANCE 0L S40MH_3
COMMITTEE Ford
Amendment Number: £ 4/22/97

Bill Number:  Sy/cx/

AMEND M AN 27

OFFERED IN THE SENATE BY SENATOR DONLEY

TO: CSSB 104(FIN) f H" Version, Dated 4/14/97)

Page 2, line 4:
Delete 110 - 116"
Insert ""111 - 117"

Page 73, following line 6:
Insert a new bill section to read:
"* Sec. 109. AS 21.89.020(f) is amended to read:
(f) An automobile liability insurance policy must provide

(1) that all expenses and fees, not including counsel fees or adjuster
fees, incurred because of arbitration or mediation shall be paid as determined by the
arbitrator;

(2) liability coverage in the amount set out in AS 28.22.101(d) for
motor vehicles rented in the United States or Canada by a person insured under the
policy;

(3) physical damage coverage for motor vehicles rented in the United
States or Canada, if the policy provides physical damage coverage; if the insured
declines physical damage coverage, the insurer shall offer physical damage coverage
for rented vehicles™

(4) that payments from applicable coverage provided under (2) and
(3) of this subsection will be made in the following order of priority:

(A) from a policy or coverage purchased bv the operator
from the person who has the vehicle available for rent:
*11) from a policy or coverage covering the operator of a

rented vehicle hut not purchased from the person who has the vehicle

available for rent: and



0-LS0407\H.3

(C) from a policy or coverage of the person who has the

vehicle available for rent."
Renumber the following bill sections accordingly.

Page 74, line 9:
Delete "'secs. 116, 117, and 119"
Insert "secs. 117, 118, and 120"

Page 74, line 11:
Delete "Section 113"

Insert "'Section 114"



BY SENATOR DONLEY

Page 1, line 8, following "provisions;':

Insert "'requiring that uninsured and underinsured motor vehicle insurance apply

to claims of an insured even if other policy limits are not exhausted;"

Page 74, following line 1:

Insert a new bill section to read:

"* Sec. 112. AS 28.22.201(a) is amended to read:

(8 The uninsured and underinsured motorists coverage required under this

chapter

(1) applies [DOES NOT APPLY] to bodily injury, sickness, disease,
or death of an insured or damage to or destruction of property of an insured even if
[UNTIL] the limits of liability bonds and policies that apply have not been used up
by payments or judgments or settlements; however, the insurer shall, in each
instance, receive a credit against the insured’s total damages for amounts actually
received by the insured for covered claims from other sources, including liability
bonds, other insurance policies, judgments, or settlements:

(2) must be a single combined coverage; and

(3) may be rejected by the insured in writing; if the insured has
rejected uninsured or underinsured coverage, the coverage may not be included in a
supplemental, renewal* or replacement policy unless the insured subsequently requests

uninsured or underinsured coverage in writing.”

-



10
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Page 74, line 3:
Delete "and AS 21.81"
Insert "AS 21.81; AS
AS 28.40.100(a)(22)"

Page 74, line 11:
Delete "Section 113"

Insert "'Section 114"

28.20.445(c),

28.20.445(h);

AS

28.22.211;

and
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HOUSE COMMITTEE REPORT

iu
( FURTHER REFERRALS:

Date Referred to Committee: April 23, 1998

Date of Committee Action:

The FINANCE Committee considered: CSSB 105CFIN) am

CS FOR SENATE BILL NO. 105(FIN) am ETHICS/LOBBYING/CAMPAIGN FINANCE

“An Act relating to legislative and executive branch ethics; relating to campaign finances for candidates for state office;
relating to the conduct and regulation of lobbyists with respect to public officials; relating to the filing of disclosures
by certain state employees and officials; making a conforming amendment to the definition of ‘public official' for

employment security statutes; and providing for an effective date.”

recommends it be replaced - , N .~ N I Jthe same title

with the following committee substitute C 1 P 6 (,FITAJ] [ ] anew title

[ Jadditional referral to Committee
f | attached amendments)

ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s): (Ot APPROVES PREVIOUS: (DtpUDm)
[ ] fiscal note(s) [ fiscal notefs) IfIAO

[V/j zero fiscal note(s) H-Pd z. [A zero fiscal note(s) OdN irlhSL
Cm\- m
SIGNING WITH RECOMMENDATIONS DP DNP NR AM
JLJ fTuvi/M/rul.f
X
VigJs& r 2T\M h*V Y
rz " - U nkvn AC.
<A i .mwiA X
X

/11 As jo,, n/nis

“n O B O LI S —— =

CO CHAIR’S SIGNATU



STATE OF ALASKA
1998 LEGISLATIVE SESSION
Revision ?attle
itle:

Sponsor;  Senate Rules Committee

Requester:

OPERATING EXPENDITURES FY 99
Personal Services 00
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0
|CAPITAL EXPENDITURES
ICHANGE IN REVENUES [
1002 Federal Receipts
1003 ¢ ¢ match
1004 ¢ ¢
1005GF/Program Receipts
1037 GF/Menlal Health
1091 Designated Program Receipts

TOTAL 0.0

Estimate of any current year (FY97) cost:
POSITIONS
Full-time
Part-limo
Temporary

FISCAL NOTE

"An Act relating to legislative ethics; relating to the
filing of disclosures by certain legislative...

FYOO
0.0

0.0

0.0

BILL NO. HCS CSSB 105 (FIN)

Dept. Affected  Legislative Affairs Agency
BRU All

Component  All

Component Sorlal No.

(Thousands ol Dollars)

FyY 01 FY 02 FY 03 FY 04
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0

Page 1 oM

0.0

0.0

0.0



FISCAL NOTE

STATE OF ALASKA

1998 LEGISLATIVE SESSION

RavisinDate:  4/21/8

Tt An Act ity © lgdativeand esaitive

branchethics... . *
- ©RIles

Soo=x-
Roestar: () SIA

EXPENDITURES/REVENUES:

OPERAT ING EXPENDITURES

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0

FY D

CAPITAL EXPENDITURES 1
CHANGE INREVENUES ( 1 |

FUND SOURCE:

1000 Feckral Receipts

1003 GF Match

104 GF

1006 G~/Program Receipts

1037 GFAVental Halth

OTHER

TOTAL 0
Estimate of any aurentyear (FY S7) asstz $0.0
POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attacha sgarate pece ifreessary.);

This bill does not fiscally impact the Division of Personnel.

Prepared by: Beverly Reaume

BILL NO. HCS CSSB 105 (STA1

Department Affecter:  Adninistratian

Division: Division of Personnel N

Approved by Commissioner: Mark Bover « f:L>K Al /m
Agency: Department of Administration ]

BRU: Rarsarel
Carponent: Rersarel
COMPONENT SERIALNO. 56
FYOO Fy QL Fy o2 Fy o3 Frod
0 0] 0 0 0]
I |
| | | |
(Thousands of olkiars)
0 0 0 0 0
Phone: 465-4429
Date:
A i>2 | ?
N Date: 'J |

J
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative Office

Page 1 of _J_



FISCAL NOTE

BILLNO. HCS CSSB iOS/STA)

STATE OF ALASKA
1998 LEGISLATIVE SESSION

RevisinDate:  4/23/8 Department Affedied:  Adiinistratian
itk An act ey o lgdetneand eeautne brath BRU: AK RblicOfficssCommission
das. . * Camponent: AK RbliicCffieeComission

Sporso-r" Rules
Requestor STA COMPONENT SERTAL NCL 70

EXPENDITURES/REVENUES: oflrs)
I FY(Q3

OPERATING EXPENDITURES  FY @ FY FY Ol FY 02

PERSONAL SERVICES
TRAVEL 17 17 0.7 0.7

CONTRACTUAL 75 21 21 21
SUPPLIES 14 0.7 0.7 0.7
EQUIPMENT 05

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 211 45 35 35

CAPITAL EXPENDITURES |

| CHANGE IN REVENUES ( ) I

FUND SOURCE: (Thousands of Dollkrs)

1002 Federal Receipts

1003 GF Match

1004 GF . 211 45 35 35
10056F/Progtram Receipts

1037 GF/Mental Health

OTHER

TOTAL 21 45 35 35
Estimate of any current year (FY 98) cost; < none

POSITION} :
FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Aiiach aSgarale peceif reEessaty.)

(See attached)

Prepar™' by: Karen Boorman. Director Phone: 276-4176
Division: Alaska Public Office Commission Date:

Aooroved bv Commissioner:  Mark Bover 4
Agency: Department of Administration v \Y Date:

DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
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FISCAL NOTE
STATE OF ALASKA BILL NO. HCS CSSB IOS(STA)
1998 LEGISLATIVE SESSION
ANALYSIS: (aontaned)

Additional Public officials must file Conflict of Interest Statements (COD. Public members of the Select Committee on Legislative
Ethics (SCLE) must fiie Legislative Financial Disclosure Statements (LFD). Some Public Officials must file a Disclosures of Close
Economic Association.

There are several parts of this bill which would impact the four laws the Alaska Public Offices Commission administers. Section
55, amending AS 24.60.200, requires the five public members of the SCLE and Section 70, amending AS 39.50.200(a), requires
additional employees of the executive branch to file personal financial disclosure statements. Section 68 adding AS 39.50.030(d)
requires that public officials of the executive branch, other than state boards or commission members, who file personal financial
disclosure statements also file disclosures of close economic association with the APOC. The date for filing all financial disclosure
statements is changed from April 15*. which it has been the deadline since 1974, to March 15.

Currently, the Commission receives about 800 personal financial disclosure statements from all state filers including 65 from
legislators and legislative directors. Approximately 1100 municipal officials file municipal financial disclosure statements.
Under the proposed change™ V. >24.60 the 5 public members of SCLE would be required to file annual Legislative Financial
Disclosure (LFD) Reports. ti lately 180 additional state employees plus 10% annual turnover would be required to file
annual Conflict of Interest (.. .. >Elements under AS 39.50. Under AS 39.50.030(d), up to 400 new and experienced state
employee filers would be required to file annual disclosures of close economic association and update them within sixty days of
forming new close economic associations, or in the case of a public official married to a lobbyist, within 48 hours.

Current staffing to advise and train filers, provide manuals and forms, review completed statement.*, assess penalties and report to
the Commission is provided by one Paralegal Assistant. At cunent staffing levels, review of all municipal filings is not possible
and review of state filings is sometimes delayed. However, no additional staff are requested with this fiscal note.

Most of these provisions will take effeci midway through FY 99, on January 1, 1999. The first filing deadline for personal
financial disclosure filers under the new requirements would be March 15*. Approximately 205 new Financial Disclosure
Statements would be due. Additional manuals and forms will be necessary to provide immediate help. To provide long term
guidance and enforcement, the Commission would provide advisory opinions, assess civil penalties and adjudicate complaints.
Approximately 400 new and existing state official filers would have to file “disclosures of close economic association™ with APOC.

These filings wo,Ud be available to the public upon request.

The significant changes to the Conflict of Interest and Legislative Financial Disclosure lans as well as amendments to the Lobbying
and Campaign Disclosure (laws) will require extensive education of all disclosure filers and other participants in the political
process. Additional funds are requested for travel and training of new filers (in Juneau) through seminars in the first two years
(FY99 &FY00) of unplcmetu’ tion and video training materials available long term.. Equipment costs in FY99 cover (e filing
cabinet. Contractual anu supply costs cover printing and meiling of new manuals, forms and other necessary correspondence for
FY99 and subsequent yean. FY99 contractual costs also include upgrading and reprogramming the financial disclosure database,
streamlining filing procedures and the development of video training materials.

Page 20 f7



No: 8

FISCAL NOTE Bill Version: HCSCSSB 105 (STA)
STATE OF ALASKA BILL NO.!H) Publish Date: 4/ 23/98
1998 LEGISLATIVE SESSION e
Revision Date (Note ifc o rre c tio n ) Dept. Affected Law
Title An Act relating to legislative and executive branch BRU Civil
ethics .... Component Commercial Section
Sponsor Senate Rules .
Requester House State Affairs Component Serial No.
Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY o FYCO Fra Frae Fr a3 Frod
Personal Services 5.0 5.0 5.0 5.0 5.0 5.0
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 50 50 50 50 50 50

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) J

FUND soURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 5.0 5.0 5.0 5.0 5.0 5.0
1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type)

TOTAL 50 5.0 50 50 50 50
Estimate of any current year (FY98) cost:
POSITIONS
Fuii-lime
Part-time
Temporary

ANALYSIS: (Atizch: sgarate page ifnecessary)
HCS CSSS 106(STA) aoncars carpaign frae, APOC rqortay, lbdeteethics, ad eenutnedtis. Isfisa
inpect on the Departrent ofLaw stens  lagely fran tre anendrents otte Beautive Brandh BthicsAL AS .22,
which sadninisterad by tte Departrent. Althouoh severall ssctaas oftte [allvill recuire inoreessd attorrey tine-for
eaple, neforcarant, trariy, ad attading Rersaorel Board nestargs, the Departmentvill manage these
Increesss nattomey tnewrthiout sesking an increesed gaqariation.

HCS CSSB 10XSIA), honever, alogestly inreesss tre riportarg fuctios of tte Department. Under sk, tre
Department will now recene setfFgarts afpotantsal vioketio s, ad tre dssigated vy ’s regose o tte
rqots. Sectaas R. &), & 8L The Department valll also now raeive rgaxrts ofotental viokstios fron ted arties.
Sectin 8. Sction 83 gives tdfDagp) s trant Fes, a new duty tosbnit apies dfgartarly iorts o tte Rarsarel

Prepared by Phone 465-3600

Division Date 4/21/98
Approved by Coj Bruce M, Botelho, Attorney General Date
Agency Department of Law
ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
isInbution information, call the Governor's Legislative 0ffice
W) WilamivaB Page 10f2

COMMITTEE COPY



FISCAL NOTE

STATE OF ALASKA BILL NO. HCS CSSB 105(STA)
1998 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

89 raquires tre Department o forvard aoplaints 1o tre Rersarel Board ad prepare amontlly status rgoort of
autstarding aoplaints fartte Rersarel Board 1o Review.

Qurent rgortarg duties under tre Bthics Act are ot perfomed by attomeys, hut ae assiged toa
pargarofessiael ntre dgarttet. A paalkeal can perform these duties more effiaatlyand atmuch kess aost
then an attomey. HCS CSSB 105(STA) will ssgwhicantly imoresse the rgoortarg duties of the department, but
there are no gaeral fuds aaikble to pay a paraladl o ttese teds.

We estinate thaet inaresssd rgaortarg cues il recuire goroxaately 5.8 hours of parallecpl tine per month.
Parallepl tire aurantly aosts the department $71.94 per hour. This trarsiates into a fisal note of $5,000 per
yeer.  Arstyear aosts will be sigificantly grester due 10 tre requiranent of tranrg and aesataan of new forms.
Given ttet the [l does not become effective Lntil the micdle of the fisal yaar, hovever, a $5,000 fisd note for
FY99 suld cover parallecall startp exqoenses.

Page 2 of 2
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FISCAL NOTE o 7
STATE Or ALASKA aaj.NO. Bill Version: h-SCSSB 105(STA)
TatT LE%ISLATIVE SESSION *(h) Puolish Date:  4/23/98
Tier D't N Bih >cs
' Components:
Sponsor.
Roquodor Serial #* 1
OFBOTTW PTW— - TVM- fvur FW— 1'T? 53" TToi
Potoral Sotlca*
Trrvl
contractual
Supplies
Equipment

Lend ft Structure*
Grant*, CMmt

Mioodlonesue
TOTAL OPEAATING 0 0. n d _q
[CAPITAL

iwevgror

PU\[H—?. (THOUSAIMPS OF DOLLARS
a»n4rtl fund | )

Fodoral Fund H
Othf 1
totAL I

POSITIONS:

Full-T Wi 7 e
Part-Time

Temporary

ANALYSIS: (ATTACH A SEPARATE PAGE IP NECESSARY)

Prepared oy: "SiLSaK @.fM’”ﬁVf Ode: ygl?n

Phon* (~07) 2 S'/72
x-1gj GAAs~ *HVmE*AIVS Foo;

PAGE OF

COM*ITTEE COPY
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Bill Version: .M SK/nS/ix,)

FISCAL NOTE
STATE OF ALASKA

1997 LEGISLATIVE SESSION (S) Publish Date: q fiZ fjj
Revision Date: Dept. Affected: Department of Law
Title: “An Act relating to legislative and executive "BRU: Civil Division
branch ethics; relating to the conduct of lobbyists . . . Component: General Legal Services
Sponsor: Senate Rules Committee
Requester: Senate Finance Committee COMPONENT SERIAL NO. 2087
Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 98 FY 99 FY 00 FY 01 FY 02 FY 03
PERSONAL SERVICES /
TRAVEL /
CONTRACTUAL /
SUPPLIES /
EQUIPMENT /
LAND & STRUCTURES /
GRANTS, CLAIMS /
MISCELLANEOUS /
TOTAL OPERATING 0.0/ 0.0 0.0 0.0 0.0 0.0

| CAPITAL EXPENDITURES-
ICHANGE IN REVENUES!"

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Prcgram Receipts / X |/

1006 GF/MHTIA / r

Other r 1
TOTAL / 0.0 \ / 0.0 * 0.0 0.0 0.0 0.0

Estimate of any current year (FY97) cosk % n{.0

POSITIONS /
FULL-TIME / / o.d' 0.0 0.0 0.0 0.0 0.0
PART-TIME / " X
TEMPORARY /

ANALYSIS: (Attach a separate page if netxessary)
CSS8 105 (STA) makes numerous amendments to tre legxslatne and exeoutive branch ethics adts, expands the
reoorting requiranats of ldoyists, requires eeqpt ad @ErtElly exenpt state employees above range 19 o ik
rgoorts under the arflict of/interest statutes (AS 3.50), and makes a conforming amendment 10 the definitan
of “pblic offiaal” far employment seaunty statutes.  hamending tre eeocutive brandh ethics at, the Gl
trasfars artain resosiilintes far enforcing the act fran tre Attomey Gereral o tre Persaorel Board. The
Attomey Gereral retainsprosacutorial authorrty nfomal procesdings before the Board, and requorsibiliny~far
aenforcig the Board™s decisias. CSSB 105 (STA) also adds new prdhibrtias, new rgaortang recuiremants, new
discloaures, and expands Ietof persons affected by tte act

This [l wall have no fisaAl inpact on the Department of Law.  When the Bxeautave Ethics Act was passed n
1986, tte legslature did not provide fuding 1o the Department of Law to perform iisnew regaosibilites.
Cosequently, the department hes lagely i on éghics spervisars in the gyorgoriate state agacies ©

Prepared by: Joan M. Kassor>yL4A T/T KYkAA Phone: 465-5370
Division: Administrative Services Division iy , Date: 4/9/97
Approved by Commissioner: Bruce M Date: 4/9/97
Agency: Department of Law

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

iRev 10/961 97fisno.xIs/IDBR Page 1of 2

FISCAL NOTE



STATE OF ALASKA BILL NO. SB 105
1997 LEGISLATIVE SESSION

ANALYSIS CONTINUATION:

perform Inestigatias; where possible, charged other agencies through interagancy agreements farwork
performed uder the act on trerr kdalf; ad when necessary to udertake the department™s duties with scarce
gereral fuds, performed them at the expense of otier work.

The Department of Law retains regasibility for cartain functions under the State Affairs Camittee Sisstatute
inrcluding prosecuting ethics violatias before the Board, sesking avl and amirel peralties, where ggoriale,
ad as a practical matter, cotinuing © provide informal advice on the BEthics Act to agacies as vell.  The

department hopes 1 contine o lagely ey on interagacy agreements o fud these adtimities.



FISCAL NOTE NO. 5

BILL NO. Bill Version: CA M /Q5ff,Al)

STATE OF ALASKA
(S) Publish Date: 4 //c>/4"

1997 LEGISLATIVE SESSION

Ravisian Cete: Department Affectect Labor

Title: Legeslatie Ethics Code Reform BRU: Employment Ssaurity

Component: Employment/Unemployment
Sponsor Sarate Rules Comittee Servicss
Requestor:  Sarate Finence Comittee COMPONENT SERIAL NO. 18.Qz
OPERATING Fr 8 FY®o FOo / Frya Fr@2 Fr (3

PERSONAL SERVICES /

TRAVEL

CONTRACTUAL /

SUPPLIES /

EQUIPMENT /

/

UND &STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS
TOTAL OPERATING 00 (010’4 00 00 00 ocC

CAPFTAL

CHANGE IN REVENUE
FUND SOURCE »

RUNDING: ii\amds of Dollars)
1002 Federal Receipts r e aw
N

1003 GF Match /
1004 GF

1005 GF/Program Receipt

1006 GF/MHTIA

Other
TOTAL wV w 00 00 00 00
FOSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
Estimate of current year (FY97) impact: S None
ANALYSIS:  The bill amends standards and establishes new standards in three major areas: AS 24.60, governing
legislative standards of conduc;, the conflict of intersst provisions in AS 39.50, and the Executive
Branch Ethics Act in AS 39.52.
No fiscal impact is anticipated.
J-
Prepared ™ ™ *ficeoca Nanoe, Director 465-2711
Division://  Employment Seaurity DIMSIn / 414197
Approved by Commissioned Tom Cashen, Camissianer
Agency: Department of Labor Cate: 414197

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For furtner distnbution information call the Governor's Legislative Office

Rev 10/9-t Page 1 of i



Alacka State Legiskature

Senate

State Capitol
Juneau, AK. 99801-1 i

Official Business
Rules Committee

MEMORANDVM.

TO: Senator Kelly, Chairman,
Senate Rules Committee
Representatives Hanley and Therriault, Co-Chairmen,
House Finance Committee

FROM: Benjamin Brown, Legislative AidetoSenatorKelly
DATE: 5 May 1998
IN RE: revised sectional analysis of proposedHouse CS for CS for SB 105 (Fin)

(version No. 0-LS00747))

‘An Act relating to legislative and executive branch ethics; relating to campaign
financesfor candidatesfor state or municipal ojfee; relating to the conduct oflobbyists
Ivitb respect to public officials; relating to the filing of disclosures by certain state
employees and officials; making a conforming amendment to the definition of ‘public
officialfor employment security statutes; and providingfor an effective date,,

This memo is meant to summarise and analyse each section of the proposed House
Finance Committee Substitute for SB 105. Please note that a sectional analysis is not
generally considered to be the most authoritative interpretation of a bill; a bill itself is
the best statement of its specific effects.

SECTION 1. AS 15.13.040(i) DONATION OF SPACE NOT CONSIDERED A
CONTRIBUTION This section adds a new subsection which allows donation of
space for the posting of political signs, for storage, or for an event without
consideration of the donation as a campaign contribution.

SECTION 2: AS 15.13.070(e) LIMITED USE OF CAMPAIGN FUNDS FOR
PARTY-RELATED EXPENSES This section adds a new subsection which allows a
candidate to expend up to $1000 annual from a campaign account to pay for
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assets. It allows a transfer of unused campaign assets to a POET account or to a POET
account reserve in accordance with new subsection (d). Sections 103, 104, and 106
allow this section and Section 10 to take effect immediately and to be retroactive to

the 31st of December 1996.

SECTION 9: AS 15.13.116(b) BULK-MAIL PERMITS NOT CONSIDERED
CAMPAIGN ASSETS This section adds bulk-mail permits to the list of items a
candidate may retain after an election has been concluded, and allows use of such
permits without restriction in subsequent election and non-election years.

SECTION 10: AS 15.13.116(d) DISBURSEMENT OF CAMPAIGN ASSETS TO
POET RESERVE This section adds a new subsection (d) which allows a legislator to
transfer up to $5000 annually from a POET account reserve to a POET account. It
allows a transfer of unused campaign assets of up to $20,000 by senators and $10,000
by representatives to a POET reserve. 15.13.116(a)(9)(D) currently allows a one-time
transfer of funds to a POET account of $5000 multiplied by the number of years in
the legislator’s term. At the end of this term, the balance in a POET reserve must be
disposed of as provided in (a)(3) or (a)(5), which includes charitable donations or
repaying contributors. Sections 103, 104, and 106 allow this section and Section 8 to
take effect immediately and to be retroactive to the 31st of December 1996.

SECTION 11: AS 23.20.526(d) EXCLUSION FROM DEFINITION OF
‘EMPLOYMENT’ This section makes a conforming amendment based on changes
in this bill to the Public Official Financial Disclosure law (39.50) to ensure that public
employees who are eligible for unemployment compensation remain eligible. 'Refer
to Attachment 1- Cramer memo, 13th February ‘98.)

SECTION 12: AS 24.45.041(b) REPORTING OF SPOUSAL RELATIONSHIPS
BY LOBBYISTS This section adds a new provision to the law requiring legislative
lobbyists to disclose spousal relationships with legislators, legislative employees, and
some public officials. It cites the definition of spousal equivalent at 39.50.030(g).

SECTION 13: AS 24.60.030(a) LEGISLATIVE ETHICS CODE BEHAVIORAL
RESTRICTIONS This section amends the Legislative Ethics Code to refine the
restrictions on behavior by persons in the legislative branch. It specifically disallows
the use of public resources for nonlegislative purposes or for partisan political
purposes. It allows limited use of some resources if the cost is nominal or re-
embursement is made, and permits facsimile use on the same terms as telephone use.
Section 13 allows Leg Council to designate space for health and fitness purposes to
allow legislative use of the Capitol School gym. It also allows legislators to use their
private offices in the Capitol during session, and for a five-day window before and
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‘An Act relating to legislative and executive branch ethics; relating to campaign
financesfor candidatesfor state or municipal office; relating to the conduct oflobbyists
with respect to public officials; relating to the filing of disclosures by certain state
employees and officials; making a conforming amendment to the definition of 'public
official’for employment security statutes; and providing for an effective date. ”

This memo is meant to summarise and analyse each section of the proposed House
Finance Committee Substitute for SB 105. Please note that a sectional analysis is not
generally considered to be the most authoritative interpretation of a bill; a bill itself is
the best statement of its specific effects.

SECTION 1 AS 15.13.040(1) DONATION OF SPACE NOT CONSIDERED A
CONTRIBUTION This section adds a new subsection which allows donation of
space for the posting of political signs, for storage, or for an event without
consideration of the donation as a campaign contribution.

SECTION 2: AS 15.13.070(e) LIMITED USE OF CAMPAIGN FUNDS FOR
PARTY-RELATED EXPENSES This section adds a new subsection which allows a
candidate to expend up to Si000 annually from a campaign account to pay for
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attendance at political party events, for party' membership, or to sponsor party
functions.

SECTION 3: AS 15.13.072(d) PROHIBITED SOLICITATION &
ACCEPTANCE OF CONTRIBUTIONS This section prohibits legislative
candidates from soliciting or accepting contributions while the Legislature is
convened in regular or special session, unless the candidate’s election is within 90 days
and the solicitation or acceptance takes place somewhere other than the capital city.

SECTION 4: AS 15.13.072(g) PROHIBITED SOLICITATION &
ACCEPTANCE OF CONTRIBUTIONS This section adds a new subsection which
prohibits candidates for governor and lieutenant-governor from soliciting or
accepting contributions iri the capital city while the Legislature is convene'! in regular

or special session.

SECTION 5: AS’ .13.074(c) PROHIBITED CONTRIBUTIONS This section
prohibits a person or group from contributing to a candidate for governor or
lieutenant-governor before the 1st of January' of a general election y'ear or before the
date of a proclamation calling for a special election. It prohibits a person or group
from contributing to a legislative candidate.while the Legislature is convened in
regular or special session, unless the candidate’s election is within 90 days and the
solicitation or acceptance takes place somewhere other than the capital city. Section 5
lengthens the period of time after an election in which a candidate may continue to
raise money to the earlier of either 60 day's after the election or the end of the

calendar year.

SECTION 6: AS 15.13.110(a) POET ACCOUNT REFERENCE IN
REPORTING REQUIREMENTS This section changes the name of the account a
victorious legislative candidate can establish with unused campaign assets under
15.13.116. from ‘legislative office account' co Public Office Expense Term (POET)

account.

SECTION 7: AS 15.13.112(c) LIMITED USE OF CAMPAIGN FUNDS FOR
PARTY-RELATED EXPENSES This section adds a new subsection which allows a
candidate to expend up to Si000 annually from a campaign account to pay for
attendance at political party events, for party’ membership or to sponsor party
functions, in accordance with the changes made to 15.13.070 by Section 2 of the bill.

SECTION 8: AS 15.13.116(a) DISBURSEMENT OF CAMPAIGN ASSETS This
section includes victory or ‘thank-you’ parties and gifts with no specific dollar-1imir in
the list of campaign-related expenditures that can be paid for with unused campaign
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assets. It allows a transfer of unused campaign assets to a POET account or to a POET
account reserve in accordance with new subsection (d). Sections 103, 104, and 106
allow this section and Section 10 to take effect immediately and to be retroactive to
the 31st of December 1996.

SECTION 9: AS 15.13.116(b) BULK-MAIL PERMITS NOT CONSIDERED
CAMPAIGN ASSETS This section adds bulk-mail permits to the list of items a
candidate may retain after an election has been concluded, and allows use ol such
permits without restriction in subsequent election and non-election years.

SECTION 10: AS 15.13.116(d) DISBURSEMENT OF CAMPAIGN ASSETS TO
POET RESERVE This section adds a new subsection (d) which allows a legislator to
transfer up to $5000 annually from a POET account reserve to a POET account. It
allows a transfer of unused campaign assets of up to $20,000 by senators and $10,000
by representatives to a POET reserve. 15.13.116(a)(9)(D) currently allows a one-time
transfer of funds to a POET account of $5000 multiplied by the number of years in
the legislator’s term. At the end of this term, the ba'ince in a POET reserve must be
disposed of as provided in (a)(3) or (a)(5), which includes charitable donations or
repaying contributors. Sections 103, 104, and 106 allow this section and Section 8 to
take effect immediately and to be retroactive to the 31st of December 1996.

SECTION 11 AS 23.20.526(d) EXCLUSION FROM DEFINITION OF
‘EMPLOYMENT’ This section makes a conforming amendment based on changes
in this bill to the Public Official Financial Disclosure law (39.50) to ensure that public
employees who are eligible for unemployment compensation remain eligible, 1Refer
to Attachment 1- Cramer memo, 13th February 98.)

SECTION 12: AS 24.45.041(b) REPORTING OF SPOUSAL RELATIONSHIPS
BY LOBBYISTS This section adds a new provision to the law requiring legislative
lobbyists to disclose spousal relationships with legislators, legislative employees, and
some public officials. It cites the definition of spousal equivalent at 39.50.030(Q).

SECTION 13: AS 24.60.030(a) LEGISLATIVE ETHICS CODE BEHAVIORAL
RESTRICTIONS This section amends the Legislative Ethics Code to refine the
restrictions on behavior by persons in the legislative branch. It specifically disallows
the use of public resources for nonlegislative purposes or for partisan political
purposes. It allows limited use of some resources if the cost is nominal or re-
embursement is made, and permits facsimile use on the same terms as telephone use.
Section 13 allows Leg Council to designate space lor health and fitness purposes to
allow legislative use of the Capitol School gym. It also allows legislators to use their
private offices in the Capitol during session, and for a five-day window before ?nd
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after session, for personal or political purposes if there is no cost and the use doesn’t
interfere with performance of public duties. Finally, Section 13 permits storing
campaign records in legislative offices.

SECTION 14: AS 24.60.030(c) POLITICAL MASS MAILING This section
extends a current provision of the Legislative Ethics Code which prohibits use of state
funds to print or distribute a mass mailing from or about a legislator who is a
candidate for State office during the period 90 days before the primary and ending
the day after the general election. It prohibits such mailings by legislators and
legislative employees who are candidates for federal or municipal office, or for
telephone or electric co-operative boards. While other sections of the ethics code
clearly prohibit use of state funds for campaign purposes, this section highlights what
are considered to be critical periods and provides a guideline for those who issue
mailings during those times. This prohibition does not apply to a legislator’s LAA
office allowance, and would therefore primarily restrict the use of committee or
leadership funds for a political mass mailing.

SECTION 15: AS 24.60.030(d) CAMPAIGN LITERATURE This section adds
fundraising notices to the list of current prohibitions on distributing or posting
campaign literature in Stam facilities. It expands the current prohibition to include
legislative employees, and allows a legislator to post materials related to a past election
in a private legislative office.

SECTION 16: AS 24.60.030(f) BOARD MEMBERSHIP DISCLOSURE This
section changes the board membership disclosure period from 30 days to 60 days and
requires the ethics committee to publish disclosures in the journal. It exempts
legislators and legislative employees whose appointments are already published in the
journal from disclosing redundantly.

SECTION 17: AS 24.60.030(g) CONFLICTS OF INTEREST This section replaces
the prohibition on taking legislative, administrative, or political action if a legislator
or legislative employee has an equity or ownership interest, with a ban on a legislator
voting on a question if the legislator has an interest.

SECTION 13: AS 24.60.030(h) POLITICAL ACTIVITY DURING THE WORK
DAY This section adds a new subsection to the restrictions on legislative behavior
which requires an employee to take leave for the period of time the employee is
engaged in political campaign activities, other than incidental campaign activities. It
permits political campaign activities on government time if the activities ar part of
the normal legislative duties, including answering phone calls and handling
Incoming correspondence.
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SECTION 19: AS 24.60.031(a) FUNDRAISING DURING SESSION This
section clarifies that the restrictions on fundraising during session are in effect on a
day when either body is in regular or special session. It prevents a legislator or
legislative employee from soliciting or accepting contributions for legislative
campaigns during session, accepting money from an event held for legislative political
purposes during session, or expending money lor a legislative campaign if the money
was raiser' during session. It allows legislators and legislative employees to accept
contributions or expend money from contributions made anywhere but the capital
city in the 90 days preceding an election in which a legislator or legislative employee is
a candidate.

SECTION 20: AS 24.60.039(b) EMPLOYMENT DISCRIMINATION This
section reflects the ethics committee’s shared jurisdiction with the State Commission
for Human Rights on complaints filed against a legislator or legislative employee
concerning violations of 18.80.220 (Unlawful employment practices*. Current law
requires the committee to accept a complaint alleging a violation of that statute just
as it would hear any other complaint. Section 20 gives the committee the option of
referring those who file a complaint of employment discrimination to the human
rights commission, deferring consideration of the complaint until after the
commission has completed its proceedings.

SECTION 21: AS 24.60.040(a) CONTRACTS & LEASES This section broadens
contract and lease criteria beyond those currently in the Legislative Ethics Code to
restrict a legislator or legislative employee from having a financial interest in a State
contract or lease unless it is let through competitive bidding in accordance with the
State Procurement C”de, is worth $1000 or less annually, or is standardised under
publicly-established guidelines and generally available to the public. This allows
participation in contracts or leases that are let under 36.30, addressing a variety of
award methods, including sole-source. It also allows participation in contracts or leases
let under procedures similar to these, addressing such agencies as the University, the
Railroad, and the Legislature. The threshold for being involved in a contract or lease
is raised from $1000 to $5000. Section 21 also requires a legislator or legislative
employee to disclose family members’ interests in State contracts or leases if they are
known or reasonably ought to be known.

SECTION 22: AS 24.60.040(c) CONTRACTS & LEASES This section adds a new
subsection, clarifying that a grant, contract, or lease deriving from a State loan or
benefit program listed in 24.60.050 is not subject to this section. The ethics
committee annually publishes a list of programs that do not meet the criteria in
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24.60.050(a) and requires disclosure of participation in any of the listed programs.
Section 22 clarifies that a grant thac results in a contract is subject to this section.

SECTION 23: AS 24.60.050(c) REFRAINING FROM PUBLICATION This
section mandates disclosure of involvement in State programs and loans by the
deadline established in 24.60.105. It allows the ethics committee to protect an
individual’s right to privacy concerning participation in a State loan or benefit
program, following a decision by the committee in 1994 not to publish the name of a
person who got a benefit from the Violent Crimes Compensation Board, only that a
person covered by the Code had received a benefit.

SECTION 24: AS 24.60.060(b) PROTECTIVE ORDER This section adds a nevy
subsection that sets out that the subject of an ethics complaint may not release
information deemed confidential under a protective order issued under 24.60.170(i).
This allows the committee to broaden discover)” by the subject while still protecting
any innocent or uninvolved parties.

SECTION 25: AS 24.60.070(b) DEADLINE FOR CLOSE ECONOMIC
ASSOCIATION DISCLOSURE This section cites 24.60.105 as the deadline for
disclosure of close economic associations, and adds a 60-day timeline for disclosure of

new associations.

SECTION 26: AS 24.60.070(d) SPOUSE/SPOUSAL EQUIVALENT LOBBYIST
DISCLOSURE This section adds a new subsection which requires a legislator or
legislative employee who is married to or who is the spousal equivalent of a lobbyist, to
disclose under close economic association the name and address of each of the lobbyist's
clients and the total compensation received from each client annually. Changes to
the list must be reported within 48 hours.

SECTION 27: AS 24.60.080(a) GIFT RESTRICTIONS This section increases the
maximum cumulative annual gift limit in the Legislative Ethics Code from Si00 to
$250. It clarifies that the general prohibition on accepting gifts worth more than
$250 does not apply to types of gifts specifically exempted elsewhere in this part of the
Code. Section 27 clearly states that the ban on solicitation, acceptance, or receipt of
anything of monetary value from a lobbyist during session does not apply to food or
beverage for immediate consumption.

SECTION 28: AS 24.60.080(c) GIFT RESTRICTION EXEMPTIONS This
section clarifies that a stay in a vacation home located Outside is not an exempted
gift. It allows legislators and legislative employees to accept discounts while on State
business if the discount benefits the State. It allows legislators and their personal staff
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(but not other legislative employees) m accept discounts and welcoming gifts in the
capital city during session. Section 28 allows receipt of a gift worth more than $250 of
legal services related to a matter of legislative concern.

SECTION 29: AS 24.60.080(d) GIFT REPORTING This section increases the
reference to the maximum cumulative annual gift limit from $100 to $250. It
mandates reporting of gifts of travel or legal services within 30 days of receipt. It
changes the reporting deadline for gifts not related to legislative status to the 15th of
March of the following year, and specifies that the disclosure need include only a
description of the gift and the giver’s identity (not the actual value). Section 29 also
calls for the ethics committee to forward gift disclosures by legislators and legislative
directors to the Alaska Public Offices Commission (APOC).

SECTION 30: AS 24.60.080(e) ‘LOW BUDGET’ CAMPAIGNS/BULK-MAIL
PERMITS This section allows certain smaller campaign contributions tc fall within
the exemption from coverage by the Legislative Ethics Code to conform with the
State Elections Act. It sets out that use of a bulk-mail permit is not a gift.

SECTION 31: AS 24.60.080(0 GOVERNMENT GIFTS This section allows
acceptance of a gift from a foreign government, the U.S. government, another state
government, or a municipal government, on behalf of the Legislature. The gift must
be delivered to Leg Council within 60 days. Section 31 increases the reference to the
maximum allowable gift from $100 to $250.

SECTION 32: AS 24.60.080(g) IMMEDIATE FAMILY This section expands the
meaning of the terms ‘immediate family’ and ‘family member’ to include spousal
equivalents; parents, siblings, grandparents, aunts, and uncles of a spouse or spousal
equivalent; and, stepparents, stepsisters, stepbrothers, stepgrandparents, stepaunts, and
stepuncles of a person, a person’ spouse, or a person’s spousal equivalent.

SECTION 33: AS 24.60.080 NEW GIFT RESTRICTION EXEMPTIONS This
section adds new exempting sir' actions to the ban on receiving gifts. New subsection
(h) permits soliciting and accepting gifts on behalf of charitable organizations, which
IS in accordance with advisory opinions issued by the ethics committee. New
subsection (i) sets out that gifts of volunteer services for legislative purposes may be
accepted by a legislator, legislative committee, or legislative agency as a gift to the
State, so long as the person donating the services is not paid by another source.
Subsection (i) further allows a legislator, legislative committee, or legislative agency to
accept a University intern or Job Training Partnership Act trainee as well as any other
educational trainee the committee approves. (To maintain confidentiality, the ethics
committee is not permitred to accept volunteer services.) Subsection (i) also requires
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volunteers, interns, and educational trainees to comply generally with the Legislative
Ethics Code, with the exceptions of certain sections: contracts and leases, close
economic associations, nepotism, and representation before state agencies and affords
them the protection of the ethics complaint process under 24.60.170. New subsection
(j) sets out that gifts from another source to a family member of a legislator or
legislative employee fall within restrictions and reporting requirements. Subsection
() further requires disclosure by a legislator or legislative employee who knows, or
reasonably ought to know, that a family member has received a gift because of the
family member’s connection to the legislator or legislative employee. New subsection
(k) srates that the value of a gift is fair market value, to the extent that fair market
value can be determined.

SECTION 34: AS 24.60.085(a) EARNED INCOME & HONORARIA This
section would allow legislators and legislative employees to accept compensation that
is less than fees generally charged, (E.G., allowing an attorney to do pro bono work or
an engineer to charge a reduced rate for review of plans for a non-profit
organization).

SECTION 35: AS 24.60.100 REPRESENTATION This section sets a deadline for
reporting representation before a State agency, citing 24.60.105.

SECTION 36: AS 24.60.105 DEADLINE FOR FILING DISCLOSURES This
section adds a new section which establishes a filing deadline for most disclosures in
the Legislative Ethics Code filed with the ethics committee: board memberships,
interests in state contracts or leases, participation in State programs and loans, close
economic associations, and representation of clients. It mandates disclosure of an
interest begun or acquired during the interim or in the last 30 days of a regular
session by the 15th of March, and disclosure within 30 days for a matter begun or
acquired during a regular session’s final 30 days.

SECTION 37: AS 24.60.130(f) COMMITTEE PER DIEM & TRAVEL This
section authorises the ethics committee’s public members to receive per diem and
travel compensation, as has been customary with legislative committees that have
non-legislative members (E.G., the Code Revision Committee). Public members are
not entitled to actual pay for their time. Rates and terms for per diem and travel for
state boards and commissions (set in 39.20.180) apply to public members of the ethics
committee.

SECTION 38: AS 24.60.130(g) REMOVAL OF ETHICS COMMITTEE
MEMBERS This section provides a means of removing a legislative or public
member of the «hies committee foi failure to : rrv out the member’s duties.
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Removal is effected, by a two-thirds vote of the body to which a legislative member
belongs, or by a two-thirds vote of both bodies for a public member.

SECTION 39: AS 24.60.130(h) MEMBER DISQUALIFICATION

This section prohibits a legislative member of che ethics committee from
participating in a complain, proceeding if the subject of the complaint is the member,
or the subject is supervised by the member. The process for designating a new member
to serve on the ethics committee in the place of a disqualified member is in new
subsection 24.60.130(0), added by Section 40 of the hill.

SECTION 40: AS 24.60.130(c) APPOINTMENT OF ETHICS COMMITTEE
ALTERNATES Th:ssection adds a new subsection which sets out that each presiding
officer appoints an alternate legislative member of the ethics committee when
appointing regular members. Alternate members must have the same qualifications
as regular members and must be confirmed just as a regular member is. If a regular
member is disqualified from serving, the ethics commirtee chairman or subcommittee
chairman confidentially designates the alternate to serve for the course of that

pioceeding.

SECTION 41: AS 24.60.134(a) RESTRICTIONS ON ETHICS COMMITTEE
PUBLIC MEMBERS, STAFF & CONTRACTORS This section expands the
restrictions on the ethics committee’s public members, staff, and contractors by
prohibiting participation in political management or political campaigns for federal,
state and local office (regardless of whether the campaign is partisan or nonpartisan),
or participation in campaigns for or against ballot measures. Section 41 further
prohibits the ethics committee’s public members, staff, and contractors from
attending fundraisers or contributing to political parties, to legislative candidates, to
incumbent legislators or legislative employees running for other public offices, or to
persons running for another office against an incumbent legislator or legislative
employee. Section 41 maintains the existing restriction on lobbying activities.

SECTION 42: AS 24.60.134(c) EXEMPTION FROM CODE OF SOME
CONTRACTORS This section adds a new subsection which permits a contractor
with the ethics committee to request an exemption for some members of the
corporation or partnership from compliance with some or all prohibitions against
political activity. If the committee contracts for outsiue legal counsel with an
attorney who is part of a large firm with branches Outside, a strict reading of current
law might mandate that all employees of the firm comply with the Legislative Ethics
Code. This section gives the committee the latitude to grant such request.
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SECTION 43: AS 24.60.160 ADVISORY OPINIONS This section provides that
the ethics committee must issue an advisory opinion to a newly elected legislator
within 60 days of a request from such a person, doubling the current response
deadline of 30 days. It further allows the committee to issue an advisory opinion to a
person who anticipates becoming a legislative employee within 45 days.

SECTION 44: AS 24.60.170(a) INITIATION OF COMPLAINTS This section
changes the statute of limitations for consideration of ethics complaints from five to
two years, consistent with the time limit for the Executive Branch Ethics Act, and
coterminous with the length of a single House term, and establishes that a complaint
against a legislator must be filed within a year of the legislator’s departure from the
Legislature. Section 44 prevents the ethics committee from considering complaints
against all members of the legislature, all members of one its houses, or against
former employees. It further allows the committee ‘o reinstate a complaint closed
uoon an employee’s termination if the employee is ruiired within two years of the
date the complaint was filed, and provides for the same procedure with a former
legislator who resumes legislative service within two years of the date of the
complaint, affecting former staffers who are elected to the legislature and former
legislators who are hired as staffers. Section 44 removes the committee’s ability to
initiate complaints on its own aggregate motion, but does not remove any individual
committee member’s right to initiate a complaint.

SECTION 45: AS 24.60.170(b) REQUIREMENTS OF COMPLAINANT This
section allows any person to file a written complaint under oath stating that the
complainant has reason to believe a violation occurred and describing known facts in
support of the complaint. It mandates that the ethics committee provide a complaint
form, and advise complainants that they may be asked to testify in support of their
complaints. Section 45 further sets out that the committee can only accept new
complaints or release public information on pending complaints outside of campaign
periods as defined in subsections (0) and (p), added by Section 52 of the bill. Section 45
provides that the committee must immediately provide subjects of complaints with

copies.

SECTION 46: AS 24.60.170(c) PRELIMINARY TREATMENT OF
COMPLAINTS This section allows the ethics committee to have staff preliminarily
examine complaints for legal sufficiency and credibility of information, then
recommend action to the committee based on information and evidence contained in
the complaint. It explicitly allows the committee and staff to solicit additional
information from the complainant and subject, though neither is obligated to
provide information. Section 46 allows for dismissal of complaints that are frivolous,
lack credible information, or fall outside the committee’s jurisdiction. It further
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clarifies that proceedings under this subsection are confidential and that
confidentiality may be waived by the subject in compliance with subsection (2).

SECTION 47: AS 24.60.170(f) LACK OF PROBABLE CAUSE This section states
that if there is lack of probable cause that a violation of the ethics code occurred, the
complaint must be dismissed, and that unsubstmtiable portions may be dismissed. It
mandates that the committee issue a decision explaining the dismissal, and establishes
that deliberation and vote on the dismissal order and decision are not open to the
public or to the subject of the complaint. It further calls for copies of a dismissal
order and decision to be sent to the complainant and the subject.

SECTION 48: AS 24.60.170(g) CORRECTIVE ACTIONS This section allows the
ethics committee to issue an opinion (which must go to both the complainant and
the subject) recommending corrective action after finding probable cause that a
violation occurred. It lets the subject request a confidential meeting with the
committee within 20 days of receipt of the opinion, at which the committee must
explain its reasons for recommending corrective action. It then allows the subject to
comply with the opinion or request a hearing under subsection (j), and lets the
committee amend or affirm the opinion after this hearing. Section 48 sets out that if
a subject agrees to comply with an opinion but fails to do so in a timely manner, the
committee may formally charge the person under subsection (h) or refer the matter
to a supervisory authority. It empowers the supervisory authority to enforce corrective
actions, or decline to do so and refer the matter back to the committee which retains
the power formally to charge the person.

SECTION 49: AS 2.4.60.170(h) FORMAL CHARGES BEYOND CORRECTIVE
ACTION This section conforms subsection (h) to the new language in subsection (g),
empowering the committee formally to charge a person who fails to complete
corrective actions, or if investigation reveals a violation requiring sanctions instead of,
or in addition to, corrective actions.

SECTION 50: AS 24.60.170(1i) DISCOVERY This section allows the subject of a
complaint to engage in discover)' under Alaska Rules of Civil n'-ocedure, and lets the
ethics committee adopt procedures concerning discovery, invading allowing discover)
at an earlier stage than formal charges and imposing reasonable restrictions on release
of information to the subject of a complaint (to protect the privacy of persons not
under investigation). It further prevents the committee from imposing restrictions
on discovery by the subject unless the complainant agrees to be bound by similar
restrictions concerning release of information, and has not made public the
information in or about the complaint or the filing of the complaint.
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