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S E N A T E  F IN A N C E  C O M M IT T E E  R E P O R T

D A T E : 4 /1 6 /9 7 FURTHER:

DATE TURNED 
IN TO OFFICE:  ̂12*1 I n

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:

[ ] be replaced with 

[ ] adopt previous

CS S B  lo3>

cs
[ ] attached amendment(s)

[ ] adopt Letter of Intent by 

[ ] further referral to th e___

Senate Bill:
[ ] same title 

( S T  A ) [ ] new title
House Bill:

_(________ ) [ ] same title
[ ] technical change 
[ j new: SCR*____

Committee

Committee

SIGN ING DO  PASS DP OTHER RECOMMENDATIONS NR DNP AM  j
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Co-Chain / ? Co-Chair:

Co-Chair: Co-Chair:

NEW FISCAL NOTE(S): ^  PREVIOUS FISCAL NOTE(S):*
Department Date Zero Fiscal Department Date Zero Fiscal
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[ ] APPROPRIATION -  no fiscal note ’ include fiscal notes accompanying Governor’s bill
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F I S C A L  N O T E
S T A T E  O F  A L A S K A  B IL L  N O . CS SB103 (STA)
1997 LEGISLATIVE SESSION
Ravfilon D«t« A p r i l  29, 1997   Dopt Affsdtd <>***?» o l  th * Governor
TM* y,An Act re la tin g  to hearings and BRU CoraniSBlons/Special U tlices
authorizing teas fo r  the State Cot™, on Human RlgintQomppnant Human Rights Commission
8pon«er Ssnate Aules  „_______________________
Requtilir Menace Finance Component Serial No. 1

Exptnnnureymtvcnua*    ________  (Thousands of Dollars)
OPERATING EXPENDITURES FYb5 FT 89 FT 00 FY 01 FY 0Z | FY 03
Parscrwl SstyIcs* . . 
Travel ^  
Conlrsciual til,
8>. ppUsn 
EqulpiT'Mii 
Land A Sbudursa 
Grant* A Claims 
Viicsllanteua

22.2 ' W . 7 ' 24 .7X V . z 27.2 2 7 .2
(18.4) (18.4) (XB.4) (18.4) '(16 .4 ) (18.4)
( 3 . 8 )  __ ( .3.8) I

CO jQ T D  . ( 3.6) C 3.0)

TOTAL OPERATING ■ “TO T ' 2 7 2.5 _ J - 0 _  ’ 5 .0 5.0
1CAPUAI. EXPENDITURES I I l l~ I 1 1
1CHANQE IN REVENUES [ I I

1002 Ffldbftl Receipts
1003 GF Mitch
1004 OF
1006 GF/Program Ascsipli 
1037 GITMafltSi Health 
An dhsr funds

•
•

0.0 " 1.5 2.5 4.0 5.0 5.0

TOTAL o . r 2.5 2.5 " I 5*0 4.0 5.0

Eatlmt I* of any current yaar (FY»7) oosfc

FllMSrtVI
PaiHlma
Tampoury -

^ 8 $ $  would re«?uee^tJie (fommissian’ s tra ve l and contractual costa associated w ith  conduct 
public hearings. Funds cu rre n tly  required fo r  the ERG advocate and hearing examiner to 
tra ve l to the s ite  of alleged d iscrim ination  and fo r  tra n s c rip tio n  coats would be trans­
ferred eo the personal services lin e  to  allow fo r  inve s tig a to r overtime costa and potcne 
temporary help to work on the Commission's substan tia l case bock-log. Fees that may be 
generated fo r  educational services and tra in in g  would also be u t i l iz e d  to provide addtl 
resources to the in ve s tig a tive  u n it .  These changes are being pursued to a ss is t the 
Comission in 1 meeting the p ub lic  demand w ith th e ir  current budgetary resources.

The figures above are estimates based on the ex is ting  hearing schedulo from July I ,  1997 
through May 1998. Future hearings are not possible to estimate and are d ire c t ly  lmpacte £ 
by the investiga tive  u n it  production, settlements p r io r  to hearings, e tc . FY97 costs 
fo r hearing trn ve l/tra n H crlp tlo n a  est. 18.0. Invco tigo to r OT average coat is  $44/hr.

Pfy'^fadby .OFaula M. Haley, Executive D i r e c t ^  A / a r t  M e , Shone 2 7 6 - 7 6 7 4
OM»ton 
Approved by
Agency

Human Rights Commission ^  ^ ------------
J in  Ayers, Chief o f S ta ff 
O ffice  o f fche governor

a l

atS'

Date 4/29/97
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F I S C A L  N O T E
No. L

STATE OF ALASKA
1997 LEGISLATIVE SESSION

Bill Version: , 
(S) Publish Date:.

.Dept. Affected: Office of the GovernorRevision D a t e : __________________________________________ ____
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:
Requester:

Rules Committee
Governor

Expandlturet/Revanues
.COMPONENT SERIAL NO.

(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

•

1 CAPITAL EXPENDITURES 1 1 1 1 1 1 1

ICHANGE IN REVENUES ( ) 1 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 cun ant yaar (FY97) coat:: 4 

POSITIONS

0 .0

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 lx a time when the Commission is operating 
with fewer staff. As a result, 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 b ill w ill assist the Commission by 
reducing costs and allowing it to reallocate these resources to investigations.

This legislation w ill 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 b ill w ill 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 w ill 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
Division: Human RlQhts Commission /    ^
Approved by Commissioner: S t a f f
Agency: O f f i c e  o f1 th e  G overnor

Phone:_ 
Date: [

Date:

278-7474
11-19-56
1 1 -2 0 -9 6

(Rav 11/95) 97«enot.xis/DBH

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For furthsr distribution information, call ths Govsrnor's Lsgislativs Offics
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T o n y  K n o w l e s
GOVERNOR

P.O. Box 110001 
Juneau. Alaska 99811-0001 

(907) 465-3500 
Fax (907) 465-3532

S t a t e  o f  A l a s k a
OFFICE OF THE GOVERNOR

J u n e a u

\

February 24, 1997

The Honorable Mike Miller 
President o f 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 

Date of Committee Action: J3; lb? 1*13 l

FURTHER REFERRALS:

The FINANCE Committee considered: C S S B  1 0 4 (F IN )  a m

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 
w ith the follow ing committee substitute

, ln / , „ „  , ~v [ 1 the same ride
H Ĉ 3> 1 OH J [ ] a new title

[ J additional referral t o __
[ I attached amendments)

ADOPTS:_______________

Committee

Letter of Intent

ATTACHES NEW FISCAL NOTE(s): 

[ ' / f  fiscal note(s) 'RftV)_______

APPROVES PP£\TOUS:

[ ] fiscal note(s) __________

(Dtpt/Dmt

[ \X zero fiscal note(s) DCfcTD_______  [ ] zero fiscal notc(s)

r Y i a n h r v

CHAIR’S SIGNATURE



F I S C A L  N O T E

1997 LEGISLATIVE SESSION
Revision Date:___________________
Title:

S T A T E  O F  A L A S K A B I L L  N O . C S S B  104 ( F IN )  A M

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

insurers and insurance agents
Sponsor
Requestor

Senate Rules

Department Commerce and Economic Development
BRU: Insurance__________________________

Component Insurance

Expenditures/Revenues

COMPONENT SERIAL NO.

(Thousands of Dollars)

354

OPERATING EXPENDITURES FY 98 FY 99 FY 00 FY01 FY 02 i FY 03
PERSONAL SERVICES i I
TRAVEL i j
CONTRACTUAL I i
SUPPLIES I I
EQUIPMENT : I
LAND & STRUCTURES I 1 I
GRANTS, CLAIMS 1 1 !
MISCELLANEOUS 1 1 1
TOTAL OPERATING 0.0 0.0 0.0 0.0 I 0.0 1 c.o

CAPITAL EXPENDITURES

CHANGE IN REVENUES

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts -!
1003 GF Match - I
1004 General Fund I
1005 GF/Program Receipts
1006 GF/MHTIA • i
Other j
TOTAL 0.0 0.0 o.r 0.0 0.0 1 0 0

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

POSITIONS

50.00

FULL-TIME 1 1 1 I
PART-TIME 1 !
TEMPORARY 1 1 1

ANALYSIS: (Attach a separate page if necessary)
There is no fiscal im pact on tho com ponen t.

■1 s
Prepared by: Mananne K. Burke, D ire c to r^ / ' Phone:___ 465-2515
Division:

Approve
Agency:

Insurance /
Approved by Commissioner /  William L Hensley

/ '  Commerce and Economic Development
Date:

Apnl 28. 1997

vy/ 9?

PREPARER TO PROVIDE ALL^ISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
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STATE OF ALASKA
1997 LEGISLATIVE SESSION F I S C A L  N O T E

SILL NO: CSSB 104 (FIN) AM

R e v is i o n  D a l e : _____________________________________________________ ______________________________ C e o t .  A f f e c t e d : R a v e r w ________________________________

T it le :  O m n h u s  In s u r a n c e  B iB  _________________________________________________ B R U :  R e v e n m  O p e r s f lc n s  . ___________

   ______________________________________________________C o m p o n e n t :  T i e n t s y ________________________________

S p o n s o r  ( S | _R L S ____________ _________________________________________________________ ________________________________________________________________________

R e q u e s t o r  I S ) _F I N ____________________________ ___________________________________________C O M P O N E N T  S E R I A L  N O .   1 2 1

E x p e n d i t u r e s / R e v e n u e s : _________________________________________________________  ( T f io u s a n d s  o l  O o l la / s )

O P E R A T I N G  E X P E N D I T U R E S F Y  1 8 F Y  9 9 F I  0 0 F Y  0 1 F Y  0 2 F Y  0 3

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

T R A V E L

C O N T R A C T U A L

S U P P L I E S

E Q U I P M E N T

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

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

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

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

C A P I T A L  E X P E N D I T U R E S

C H A N G E  I N  R E V E N U E S  (  ) ess 4 8 5 .1 4 8 5 . 1 4 8 5 .1 4 8 5 . 1 4 8 5 . 1

F U N D  S O U R C E ( T h o u s a n d s  o l  D o l la r s )
-

1 0 0 2  F e d e r a l  R e c e ip t s

1 0 0 3  G F  M a t c h

1 0 0 4  G F 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 5  G F / P r o g r a m  R e c e ip t s

1 0 3 7  G F / M e n l a l  H e a lt h

O t h e r

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a t e  o f  a n y  c u r r e n t  y e a r  ( F V 9 7 ) c o s t  S   O .Q

P O S I T I O N S :

F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

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

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 in tax from 28 to 243 days earlier than at 
present.

P h o n e :  A 6 5 - 2 3 6 0

O a l e :  A p n l 2 9 . 1 9 9 7

D a l e :  A p r il 2 9 . 1 9 9 7

Page I ol 1

P r e p a r e d  b y :  V e m  V o s s _________________________________________  / ________________

d i v i s i o n :  T r e a s u r y  /  ~)

A p p r o v e d  b y  C o m m is s i o n e r .  W i l s o n  L .  C o n d o n

A g e n c y :  R e v e n u e  -  /

P R E P A H E R  T O  P R O V I D E  A L L  D I S T R I B U T I O N  C O P I E S  T O  G O V E R N O R ' S  L E G I S L A T I V E  O F F I C E  

F o r  fu r the r  d is t n b u o o n  in f o r m a t io n  c a l l  tf ie  G o v e r n o r ' s  L e g is la t iv e  O l f i c s

CSSBt04.XLS
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F o rd

5/5/97

A M E N D M E N T

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 o f an accident and the amount of insurance or bond

[(A)] is less than the amount the covered person i.1 legally

entitled to recover for bodily injury or property damage from the owner 

or operator o f 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"



Senator D ave D o n le y
ALASK A 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 I agree should be made. I 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 I request 
the House Finance Committee adopt it

As I 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 o f 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

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. I 
appreciate your consideration o f this request. Please call me at 465-3892 if  you have any questions.

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

amendment to Section 114 still avoids this problem while maintaining the intent of the Senate

Senator Dave Donley

Attachments: 4 DD/jja

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



LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY
(907} 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 
Mail Stop 3101

M E M O R A N D U M 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\KA.4, is consistent with the earlier versions. I believe that it is. This amendment 
contains two changes from the prior version (20-LS0407\KA.l), but these changes do not 
affect the basic purpose o f the 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

- /

130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

Enclosure



L e s s m e i e r  <Sl W i n t e r s
LAWYERS - LLC

MICHAEL t_ LKSSMCIKR 
ORMORYW, LCSSMEICK
■ HELOON E. WINTERS
■ ETH LESBOWITZ*
'MICHIGAN

One Sealaska Plaza 
Suite 303 

Juneau, Alaska 99801-1249
TELEPHONE: (007) 806-5012 
rAC9IMILE: (007) 469-3020

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"

"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 o f the 
underinsured vehicle. It is not, for example the third-part' liability o f 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

to
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L e s s m e i e r  &  W i n t e r s
. ATTORNCY*" AT LAW

Senator Dave Donley 
Senate 
May 5, 1997 
Page 2

issues o f triggering this amendment is intended to cure. A motorist is either insured or not. If a 
motorist is not insured, the coverage is triggered. Tf the 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

By-
Michael L. Lessmeier

MLL/bhv

cc: Mike Ford

SDUSS97.WM



SECTIONAL ANALYSIS
C S S B  1 0 4 (F IN ) ***-

Section  1. 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 1996).

S ec . 2. A S  21 .06 .030 . D e p u t ie s  a n d  a s s is ta n ts .
This section reaffirms th a t 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 professionals providing technical 
input, have served without compensation from the state, recognizing th a t if transportation 
or per diem expenses were paid by the division the costs would be passed back to them 
through higher licensee fees or higher insurance premiums reflecting increased 
administrative costs. The possibility tha t payment m ight be required under AS 39.20.180 
has recently been brought to the division’s attention.

Sec. 3. AS 21.06.085. U n ifo rm  d a ta  an d  p ro c e d u re s  fo r  h e a lth  claim s.
The changes to this section make the terms consistent w ith the newly defined health 
insurance terms under the federal law(HIPAA)

Sec. 4. AS 21.06.110. D irec to r's  an n u a l rep o r t.
Updates information required to be included in the division’s annual report to reflect 
current practices regarding issuance of certificates of authority and primary regulation of 
domestic insurers.

Sec 5. AS 21.06.160(a). E xam ina tio n  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 supplies, 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). P rem ium  T ax P aym en t - A dm itted  In su re rs .
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). P rem ium  Tax P aym en t - A dm itted  Wet M arine  an d  
T ran sp o r ta tio n  In su re rs .
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 8 . AS 21.09.245. A m endm en ts to  C e rtif ic a te  o f A u tho rity .
This is a new section th a t requires an authorized insurer to file with the division within
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30 days a name change, domiciliary state change, or other information on its certificate of 
authority. Amendment to the insurer’s articles of incorporation or bylaws, a change of 
business address or phone number, and other information as designated by the director 
must be filed w ithin 90 days, and provide for penalties for noncompliance.

S e c  9 . A S  21 .09 .320 . M a in te n a n c e  o f  R e c o r d s .
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 
adm itted insurers has impeded the division’s regulatory oversight including examinations 
and other investigations.

S e c  10. A S 2 1 .1 2 .0 2 0 (a )(4 )(A )(iii) . A c c r e d ite d  R e in s u r e r  Q u a lif ic a t io n s .
Removes a requirement for a certification of insurer solvency from an insurer’s domiciliary 
regulator because some foreign countries do not provide such certifications. Certification 
will still be required from the insurer’s public accountant.

S e c . 11. A S  21 .12 .050 . H e a lth  in s u r a n c e  d e f in e d .
This section defines "health care insurance" which is consistent w ith the definition of 
"health insuance coverage" in P.L. 104-191 adding Sec. 2791(b) (42 U.S.C. 300gg-91(b)). 
The federal definition differs 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 th a t life and health insurers are permitted to write stop loss coverage.

S e c  12. A S 21 .12 .050 .
Definition of health care insurance and stop-loss insurance as referenced in Sec. 11 AS 
21.12.050.

S e c t io n  13. A S  21 .1 4 .0 1 0 (a ). R is k  B a se d  C a p ita l F ilin g .
Clarifies that a domestic insurer must submit its risk based capital report to the director 
without a specific request.

S e c t io n  14. A S 21 .14 .200 (18 ). R is k  B a se d  C a p ita l I n s tr u c t io n s .
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.

S e c t io n  15. A S 2 1 ,18 .050 (4 ). C a p ita l s to c k  a n d  l ia b i l i t ie s  c h a r g e d  a g a in s t  a s s e ts .
Requires tha t the minimum reserves for health insurance established in AS 21.18.080- 
21.18.086 be charged against an insurer’s admitted assets for the purpose of determining 
the insurer’s st \tutory financial condition.
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S e c t io n  16. A S  21 .1 8 .0 8 0 . R e s e r v e  s ta n d a r d s  fo r  h e a lth  in s u r a n c e .
Adopts a more well defined and appropriate standard for m inim um  reserves for health  
insurance. Requires th a t reserve adequacy be determ ined by a gross prem ium  valuation 
considering the  sum of policy reserves, claims reserves', and prem ium  reserves established 
under AS 21.18.082-AS 21.18.086.

S e c t io n  17. N e w  s e c t io n s  a r e  a d d e d  to  p r o v id e  fo r  m in im u m  h e a lth  in s u r a n c e  
r e s e r v e  s ta n d a r d s .  

A S  2 1 .) 8 .082. P o l ic y  r e s e r v e s  fo r  h e a lth  in s u r a n c e .
This section defines which policies require a policy reserve and how to calculate the 
reserve based on m inim um  standards relating to in te rest ra tes, policy term ination, 
morbidity, and reserve method.

A S  21 .18 .084. C la im  r e s e r v e s  fo r  h e a lth  in s u r a n c e .
This section establishes th a t  claim reserves are required for all incurred and unpaid 
claims, including associated expenses, on health  insurance policies.

A S  21 .18 .086 . P r e m iu m  r e s e r v e s  fo r  h e a lth  in s u r a n c e .
This section establishes premium reserve requirements th a t include standards for 
accounting, discounting, methodology, and minimums levels of unearned premium 
reserves as they relate to policy reserves.

S e c t io n  18. A S 21 .21 .410 . C u s to d ia n  A g r e e m e n ts .
Requires tha t a written agreement exist between an insurer and the custodian of its 
assets, securities, or investments. The agreement must require th a t the custodian will 
’indemnify for losses if loss results from theft, mysterious disappearance, damage or 
destruction, or negligence or dishonesty of the 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.

S e c t io n  19. A S 2 1 .2 7 .0 1 0 (f)(2 )(B ). L ic e n se  r e q u ir e d .
Editorial revision to make “or” the appropriate connector consistent w ith identical 
language in (g)(1) of the section.

S e c t io n  20. A S 21 .27 .010(1). A tto r n e y -in -fa c t  L ic e n se  E x e m p tio n .
Clarifies that an attorney-in-fact of a reciprocal insurer who meets the qualifications to be 
exempt from licensure as an attorney-in-fact is not required to be licensed under AS 21.27 
as a managing general agent.

S e c t io n  21. A S 21 .2 7 .0 4 0 (a ). A p p lic a t io n  fo r  L ic e n se .
Codifies current procedure tha t requires an applicant to certify under oath tha t the 
information provided on a license application is true and correct.
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S e c t io n  22. A S  2 1 .2 7 .3 7 0 (b ). S h a r e d  C o m m iss io n s .
Reaffirms th a t an  unlicensed person may not share  or receive a commission or any form of 
rem uneration for business transacted in th is state, nor m ay a licensee share  commission 
or other form of rem uneration w ith an unlicensed person.

S e c t io n  23. A S 2 1 .2 7 .3 9 0 (b ). T e m p o r a r y  L ic e n se .
Conforms AS 21.27 w ith the requirem ent to issue a tem porary  license under AS 25.27.244 
(Welfare Reform).

S e c t io n  24. A S  2 1 .2 7 .4 0 5 (b ). In v e s t ig a t io n ;  c e a s e  a n d  d e s i s t  o r d e r .
Updates procedures to allow the director the  flexibility to provide service of notice to a 
person in  the m ost effective and efficient way.

S e c t io n  25. A S 2 1 .2 7 .4 4 0 (a ). F in e s .
Provides authority  for the director to fine an unlicensed person who illegally transacted  
the business of insurance and received a commission or o ther form of rem uneration.

S e c t io n  26. A S 2 1 .2 7 .6 4 0 (b )(5 )(D ). T h ir d  P a r ty  A d m in is tr a to r  L ic e n s e  
A p p lic a t io n .
Gives a th ird-party  adm inistrator applicant an option to subm it certified financial 
statem ents for its period of operation if operations have been for less then  two years in 
order to remove a barrie r to s ta r t up operations for an  applicant who would otherwise be 
qualified to act as a th ird-party  adm inistrator.

S e c t io n  27. A S 2 1 .3 4 .0 4 0 (c )(4 ). U n a u th o r iz e d  I n s u r e r s  - L lo y d ’s  S y n d ic a te s .
Establishes solvency requirements for each syndicate or insurer of Lloyds or a sim ilar 
operation.

S e c t io n  28. A S 2 1 .3 4 .0 4 0 (c )(5 ). U n a u th o r iz e d  I n s u r e r s  - I n s u r a n c e  E x c h a n g e .
Establishes solvency requirements for each syndicate of an insurance exchange created by 
the laws of another state.

S e c t io n  29. A S 2 1 .3 4 .1 8 0 (b ). P r e m iu m  T a x  P a y m e n t  - U n a u th o r iz e d .
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.

S e c t io n  30. A S 2 1 .3 4 .1 9 0 (a ). U n a u th o r iz o d  F i l in g  F e e .
Clarifies that the one percent fee on gross premiums is calculated on the gross premiums 
reported on the statem ent of surplus lines tax required under AS 21.34.180(b), which has 
been amended to allow the director to require reporting more often than annually.

S ec. 31. - S e e . 34 ., S e c . 43. - S e c . 56. R e q u ir e d  C o v e r a g e s  o r  O ffer s  o f  C o v e r a g e .
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 
tha t 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 th a t transact health care insurance. Note th a t 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 pursuan t to P.L. 104-191 amending the Public Health Service Act 
(PHSA) to add Sec. 2701(f) (42 U.S.C. 300gg(0) regarding enrollment periods for 
dependents. The current provision applies to both individual and group plans while 
the federal law applies only to group plans. However, for simplicity the changes 
made 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. M a in ten an ce  o f com p la in t h a n d lin g  reco rd s .
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 insurer’s consumer practices.

Sec. 36. AS 21.36.240. F a ilu re  to  re n  ̂ w.
Clarifies tha t 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. Po licy  period.
In conjunction with AS 21.36.240, clarifies the annual policy period and assures tha t rates 
for personal auto insurance may only be changed once every 6 months, even if the policy 
is w ritten for a shorter time period.

Sec. 38. AS 21.36.390. N otice to d irec to r.
Adds a requirement tha t insurers and other licensees report producer defalcations, 
embezzlements, or violations to the director in much the manner as currently is 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.

S ec . 39. A S  2 1 .3 9 .0 4 5 (b )-  R is k  c la s s if ic a t io n :-  c o n s t r u c t io n  in d u s tr y .
Clarifies th a t the credit scale recognizing differences in wages paid applies only to the 
construction industry.

S ec . 4d. A S  2 1 .4 2 .1 3 0 (5 ). D is a p p r o v a l o f  fo r m s .
Clarifies th a t rates for individual health insurance are not subject to approval consistent 
with c irren t statu tes th a t do not provide a mechanism or guidelines for such rate review.

S e c . 41. A S  21 .4 2 .2 0 5 . C o o r d in a t io n  o f  b e n e f it s .
Requires th a t benefits provided under health insurance contracts be coordinated. This 
coordination is applicable only when an individual is covered under more than one health 
insurance contract.

S e c . 42 . A S  2 1 .4 2 .2 6 5 . E f fe c t iv e  d a te  o f  co v era g e .,
Clarifies th a t insurance coverage changes required by a law change become effective a t 
renewal unless the law provides an earlier effective date for the changes.

S ec . 57. S e c . 2 1 .5 3 .0 9 0 . R e q u ir e d  r e g u la t io n s .
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.

S ec . 58. A S  2 1 .54 .015 . R a te  r e q u ir e m e n ts .
Requires th a t rates for group health insurance contracts not be excessive, inadequate, or 
unfairly discriminatory to provide a consistent standard for all group health insurers.

S ec . 59.
This section adds several new sections to AS 21.54 to conform with the minimum federal 
standards for health care insurance in the group m arket as follows:

S e c . 2 1 .5 4 .1 0 0 . U n fa ir  d is c r im in a t io n .
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. 300gg-l) regarding unfair 
discrimination in the offer of or enrollment under a health care insurance plan.
S e c . 2 1 .”4 .110. P r e e x is t in g  c o n d it io n  e x c lu s io n .
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)-(b)) relating to 
preexisting condition exclusions.
S ec . 21 .5 4 .1 2 0 . C r e d ita b le  c o v e r a g e .
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 adding Sec. 2701(c)-(e) to PHSA (42 U.S.C. 300gg(c)-(e)) relating to

6 M a y  1, 1 9 9 7  (9 :2 5 a m )



creditable coverage. Creditable coverage is used in determ ining the allowable 
preexisting condition w aiting period or exclusion. Note th a t the federal law allows 
the  s ta te s  discretion in determ ining an  allowable break in coverage in determ ining 
creditable coverager AS 21.56 allowed a 90 day break in coverage for small 
employer groups and this was m aintained in this section and  as a resu lt would 
apply to large employers as well.
S e c . 21 .54 .130 . R e n e w a b ility , t e r m in a t io n , a n d  m o d if ic a t io n  o f  c o v e r a g e .
This section is added to conform w ith the  m inim um  federal standards pu rsuan t to 
P.L. 104-191 adding Sec. 2712 to PHSA (42 U.S.C. 300gg-12) relating to guaranteed  
renew ability, modification and term ination  of coverage. Subsection (f) of th is section 
w as added to allow an insurer to te rm ina te  an  individual's coverage if  the 
individual has committed fraud or in tentional m isrepresentation. This is not part 
of th e  federal law but was considered an oversight by the NAIC and HCFA.
S e c . 21 .54 .140 . R e n e w a b il ity  o f  c o v e r a g e  fo r  a  m u lt ip le  e m p lo y e r  w e lfa r e  
a r r a n g e m e n t .
This section is added to conform with the minimum federal standards pursuant to 
P.L. 104-191 adding Sec. 703 to ERISA (29 U.S.C. 1183) relating to guaranteed 
renewability for MEWA plans.
S e c , 21 .54 .150 . M en ta l h e a lt h  b e n e f i t s .
This section is added to conform with the minimum federal standards relating to 
m ental health benefits parity pursuan t to the amendment to P.L. 104-191 adding 
Sec. 2705 to PHSA (42 U.S.C. 300gg-5).
S e c . 21 .54 .160 . E x c e p te d  b e n e f i t s  d e f in e d .
This section defines the health plans th a t are not subject to the minimum federal 
standards and are termed "excepted benefits" in the federal law. These "excepted 
benefits" are explicitly defined in P.L. 104-191 adding Sec. 2791(c) to PHSA (42 
U.S.C. 300gg-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".
S e c . 21 .54 .170 . D e te r m in a t io n  o f  s iz e  o f  e m p lo y e r .
This section describes how the size of an employer is to be determined as described 
in P.L. 104-191 adding Sec. 2791(e)(6) to PHSA (42 U.S.C. 300gg-91(e)).

A r t ic le  3. S e c . 21 .54 .500. D e f in it io n s .
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(b), Sec. 2701(e), Sec. 2705(e) and Sec. 2791 to PHSA (42 U.S.C. 
300gg(b), 42 U.S.C. 300gg(e), 42 U.S.C. 300gg-5(e), 42 U.S.C. 300gg-91 respectively)

Sec, 60. - Sec. 68. C o m p reh e n s iv e  H e a lth  In s u ra n c e  A sso c ia tio n .
These sections amend AS 21.55 relating to the Comprehensive Health Insurance 
Association. P.L. 104-191 adding Sec. 2744 to PHSA (42 U.S.C. 300gg-44) allows a state 
to use a qualified high risk pool to guarantee portability of health insurance coverage to 
federally eligible individuals. The amendments 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. 300gg- 
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 m arket in A laska and therefore was the selected mechanism. Experience in 
o ther s ta tes such as W ashington, New Jersey, and New York relating to the alternative 
m echanism s allowed in the federal law has resulted in significant increases in claims and 
prem ium s and decreases in the num ber of individuals insured and the num ber of 
insurance companies w riting individual health insurance.

S e c . 6 9 . - S e c . 90 S m a ll  E m p lo y e r  H e a lth  R e in s u r a n c e  A ss o c ia t io n .
These sections am end AS 21.56 relating to health  insurance coverrije for small employers 
to remove any conflicts w ith the m inimum federal requirem ents under P.L. 104-191. 
C erta in  sections of AS 21.56 were repealed and reenacted under AS 21.54 because under 
federal law those provisions apply to both large and sm all employer groups. The sections 
in AS 21.56 relating to guaranteed issue were amended to conform with the federal 
m inim um s for sm all employer groups pursuan t to P.L. 104-191 adding Sec. 2711 to PHSA 
(42 U.S.C. 300gg-ll). To the extent possible the provisions in AS 21.56 were not modified 
unless they would prevent application of the federal minimums.

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. P re m iu m  re p o r t .
This is a new section th a t 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 required by federal 
law, this section will significantly improve the ability of the Association to assess 
Association members for losses.

Sec. 91. AS 21.66.110(a). P re m iu m  T ax  P a y m e n t - T itle  In su ra n c e .
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). M a k in g  o f  ra te s .
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). A n n u a l M eeting  L ocation .
Allows the director upon show of good cause to approve a domestic insurer's request to 
hold its required annual meeting in a city outside of the location of its principal office or 
place of business.

Sec. 94. AS 21.69.520(a). B o rro w e d  F u n d s .
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Requires director appro v al for an insurer to borrow funds when a written agreement 
requires th a t the money be repaid only out of the insurer’s excess surplus and removes 
permission for an insurer to borrow money in this m anner for any purpose of the insu rer’s 
business'.

S ec . 95. A S  2 1 .7 5 .0 4 5 (a ). A tto m e y - in - fa c t  L ic e n s e  E x e m p tio n .
Expands the exception for being licensed as an attorney-in-fact to all reciprocal insurers. 
The exemption is allowed when the 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.

S ec . 96. A S  21 .7 6 .0 2 0 (b ). J o in t  I n s u r a n c e  A r r a n g e m e n t  R e p o r t in g .
Specifies th a t the report prepared by a joint insurance arrangement and filed w ith the 
legislative budget and audit committee shall also be filed with the director.

S e c . 97. A S  2 1 .7 6 .0 6 0 (e ). J o in t  I n s u r a n c e  A r r a n g e m e n t  R e p o r t in g .
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 accepted accounting principles ra th e r 
than requirements established by the director. A report filed with the director is open to 
public inspection unless specifically precluded by statute.

S e c . 98. A S  21 .7 8 .2 9 3 (b ). R e c e iv e r 's  r e c o m m e n d a t io n  to  th e  c o u r t .
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 receiver’s report on claims by using the substantial evidence 
standard. The period of disapproving claims is extended to 120 days.

S ec . 99. A S  21 .8 4 .5 9 0 . O th er  p r o v is io n s  a p p lic a b le .
This amendment clarifies that the minimum federal standards apply to F raternal Benefit 
Societies.

S ec . 100. - S e c . 102. H e a lth  M a in te n a n c e  O r g a n iz a t io n s .
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.vJ. 
300gg(g)).

S ec . 103. A S  21 .87 .1 4 0 (c )(1 ). M ed ica l s e r v ic e  a g r e e m e n ts .
Updates terminology of participant provider contract requirements to reflect managed 
care compensation arrangements as well as traditional indemnity reimbursement.

S ec . 104. A S  21 .87 .1 5 0 (c )(1 ). H o sp ita l s e r v ic e  a g r e e m e n ts .
Updates terminology of participant hospital contract requirements to reflect managed care 
compensation arrangements as well as traditional indemnity reimbursement.
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S e c . 105. A S  21 .87 .180(a ). F i l in g  a n d  a p p r o v a l o f  a g r e e m e n ts  a n d  c o n tr a c ts .
Conforms form filing requirements for medical and hospital service corporations to sim ilar 
requirements for other insurers subject to form filing.

S e c . 106. A S 21 .87 .190(b ). S u b s c r ip t io n  r a te s , fe e s , a n d  p a y m e n ts .
Clarifies rate filing requirements. Allows the director discretion to protect medical and 
hospital service corporations from competitive disadvantage tha t may arise from 
disclosing rating formulas when other health insurers are not required to file rates for 
approval and disclose rating formulas.

S e c . 107. A S 21 .87 .200 . R e s e r v e s .
Requires th a t hospital or medical service corporations have minimum reserve standards 
and reporting consistent w ith other health insurers.

S e c . 108. A S 21 .87 .340. O th e r  p r o v is io n s  a p p lic a b le .
Amendments in this section clarify th a t the minimum federal standards apply to Hospital 
and Medical Service Corporations.

S e c . 109. A S 21 .89 .020(f). M in im u m  c o v e r a g e s  fo r  a u to m o b ile  l ia b i l i t y  in s u r a n c e .
The amendment to this section clarifies the priority in which liability and physical 
damage payments under automobile insurance policies for rented motor vehicles are 
made. The required priority would be th a t payments would first be made from the 
operator's policy purchased from the person renting the vehicle, then from any other 
policy covering the operator but not purchased from the person renting the vehicle, and 
finally from a policy of the person renting the vehicle.

S e c . 110. A S 21 .89 .020(g ) -  S h o r t  te r m  a u to  p o licy .
Clarifies that the requirements of AS 21.36.210 - 21.36.310 do not apply to seven-day 
policies.

S e c . 111. A S 21 .90 .900(29). D e f in it io n s  fo r  t it le .
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 regulatory authority over such 
certificates. Failure to regulate group certificates could result in the federal government 
determining that Alaska is not substantially enforcing the minimum federal standards 
resulting in federal regulation of Alaska's health insurance market.

S e c . 112. A S 21 .90 .900 . D e f in it io n s  fo r  t it le .
This section adds two new definitions. The term “certified financial statem ent” is added 
to clarify its meaning in relation to licensing requirements. This term “medical care" as 
defined in P.L. 104-191 adding Sec. 2791(a)(2) to PHSA (42 U.S.C. 300gg-91(a)(2)) is
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added since it is needed in order to define "health care insurance".

S e c . 113. A S  2 8 .2 0 .4 4 0
This is a new section tha t would allow an insured upon request to exclude 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.

S e c . 114. A S  28 .22 .201  (a >.
This section provides tha' overage for uninsured r.n-\ underinsured motorists be provided 
even if the limits of liability bonds and policies tha t 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.

S e c . 115. R e p e a l.
This section repeals the sections in AS 21.56 relating to small employer health insurance 
th a t conflict w ith 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) (mammography) and AS 21.42.395(d) (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 by repealing Chapter 81 tha t 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 A£ 28.40.100(a)(22) are repealed as 
related to uninsured and underinsured motorists coverage in Sec. 114.

S e c . 116, S e c . 119, a n d  S e c . 122. M en ta l h e a lt h  in s u r a n c e  e f f e c t iv e  d a te s .
These sections establish the effective date of January  1, 1998 and sunset on September 
2 0 , 2001 of the mental health insurance provisions required under the federal law.

S e c . 117. a n d  S e c . 118. R e p e a l o f  s u n s e t  p r o v is io n s .
These sections repeal the sunset provisions in AS 21.56 relating t<> 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.

S e c . 120. a n d  S e c . 121. E f fe c t iv e  d a te s .
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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S p o n s o r  S t a t e m e n t  
C S S B  104(F IN )

This bill was requested by the Division of Insurance and contains numerous 
provisions th a t will enhance the effectiveness, efficiency and quality of insurance 
regulation 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 bill) which m u st  b e c o m e  e f f e c t iv e  in  A la s k a  b v  J u ly  1. 
1 9 9 7 . 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.

S u m m a r y  o f  th e  fe d e r a l  H e a lth  I n s u r a n c e  P o r ta b il ity  a n d  A c c o u n ta b i l i ty  
A ct o f  1996  m in im u m  s ta n d a r d s  in  th is  b ill:

In August 1996 the Health Insurance Portability and Accountability Act of 
1996 was signed into federal law. The Act received wide bipartisan support 
in Congress and many organizations including the American Medical 
Association, the Independent Insurance Agents of America, U.S. Chamber of 
Commerce, American Hospital Association and many others.

• The federal law establishes minimum standards for all individual and group 
health care plans th a t must become effective July 1, 1997. These standards 
ensure th a t health coverage is poi’tab le, available and renewable for many 
individuals.

I f  A la sk a  fa i ls  to  e n a c t  th e  fe d e r a l r e fo r m s  o r  o t h e r w is e  p r o v id e  fo r  
e n fo r c e m e n t  o f  th e  fe d e r a l r e fo r m s , th e  fe d e r a l g o v e r n m e n t  w il l  
e n fo r c e  c o m p lia n c e  in  A la sk a  b e g in n in g  J a n u a r y  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 Insurance 
Association(CHIA). This alternative is the least disruptive to A laska’s small 
individual h^.-.lth insurance market.

A lte r n a t iv e ly , w ith o u t  th is  le g is la t io n  th e  m o r e  r e s t r ic t iv e  f e d e r a l  
in d iv id u a l  m a r k e t  r e fo r m s  w il l  b e  e n fo r c e d  o n  a ll h e a l t h  in s u r e r s  
w r it in g  b u s in e s s  in  th e  A la sk a  in d iv id u a l m a r k e t  in c lu d in g  th e  
CH IA.

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



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

T h e  m in im u m  s ta n d a r d s  p r o p o s e d  in  th is  b ill h a v e  w id e  s u p p o r t  b y  
b o th  in s u r e r s  a n d  c o n s u m e r s  a n d  r e s u lt  in  n o  a d d it io n a l  c o s t  to  th e  
s ta te .

• A g a in , i f  A la s k a  w a n ts  to  a v o id  fe d e r a l  r e g u la t io n  o f  th e  h e a lth  
in s u r a n c e  m a r k e t  in  A la sk a , le g is la t io n  m u s t  b e  p a s s e d  in  th is  
s e s s io n .

T h e  m is c e l la n e o u s  in s u r a n c e  p r o v is io n s  in  th is  b ill w ill:

• Establish procedural requirements designed to ensure tha t 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

• Clarify licensing sta tu tes which are consistent with child support 
enforcement legislation enacted in 1996

• Require insurers and licensees to report any suspected producer defalcation 
or embezzlement inmmediately to the director.

• Require insurers to report any pertinent corporate changes.

• Clarify joint insurance arrangement reporting and risk based capital filings

Require insurers to maintain records a t its principal 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 m arket in Alaska as well as eliminating archaic hospital and 
medical service corporation health reserve standards.

• 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.

• Provide th a t the superior court shall review and adopt the receiver's report 
on claims by using the substantial evidence standard and extend the period 
for disapproving claims to 120 days, which will reduce litigation over claims 
and expedite the closure of a receivorship estate.



Establish the payment 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 tha t coverage for uninsured and underinsured motorists be 
provided even if the Limits of liability bonds and policies th a t apply have not 
been used up by payments, judgements or settlements. The insurer will 
receive credit for any payments received by the insured for claims from 
other sources.



E X E C U T I V E  S U M M A R Y  
K A S S E N B A U M /K E N N E D Y  B I L L

P r e s e n te d  b y  
M a ria n n e  K. B u rk e , D ir e c to r  

D iv is io n  o f  In s u r a n c e

H e a lth  I n s u r a n c e  P o r ta b ility  a n d  A c c o u n ta b il ity  A c t o f  1996 (H IPA A , o r  
K a sse n b a u m /K e n n e d y )

• signed by the President on August 21, 1996
• most sweeping health care legislation since passage of Employee Retirement 

Income Security Act (ERISA) in 1974

G e n e r a l  S tr u c tu r e  o f  H IP A A

1) amendments to ERISA. One reason the law is so sweeping is it affects self­
funded plans, and helps level the playing field by imposing standards on 
plans over which the states have no jurisdiction

2) parallel amendments to the Public Health Service Act (PHSA) tha t 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.

I n s u r a n c e  C od e a m e n d m e n ts  fall into three aieas:
• s m a ll  g r o u p  m a r k e t reforms
• la r g e  g r o u p  m a r k e t  reforms
• in d iv id u a l m a r k e t  reforms 

E s s e n t ia l  e le m e n ts  of HIPAA:
S m a ll  g r o u p  market:

1 ) g u a r a n te e d  is s u e  to
• a ll sm a ll e m p lo y e r s  (defined as those having an average number of 

employees during the prior year of 2-50)
• a ll e l ig ib le  e m p lo y e e s

• a ll p r o d u c ts  offered by a carrier in the small group market, not ju s t the 
standard and basis plans as in current law
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CORRECTION
THE FOLLOWING DOCUMENT(S) 

HAVE BEEN REFILMED TO 
ASSURE LEGIBILITY OR PAGINATION

Central Microfilm Services 
Dcpartement o f  Education 
State o f  Alaska



E X E C U T I V E  S U M M A R Y
K A S S E N B A U M /K E N N E D Y  B I L L  

P r e se n te d  b y  
M a ria n n e  K. B u r k e , D ir e c to r  

D iv is io n  o f  I n s u r a n c e

H e a lth  I n s u r a n c e  P o r ta b ility  a n d  A c c o u n ta b il ity  A c t o f  1996 (H IPA A , or  
K a sse n b a u m /K e n n e d y )

• signed  by the President on A ugust 21, 1996

• m ost sw eeping health  care legislation since passage of Em ployee R etirem ent 
Incom e Security Act (ERISA) in 1974

G e n e r a l  S tr u c tu r e  o f  HIPAA:

1) am endm ents to ERISA. One reason the law  is so sw eeping is it affects se lf­
funded plans, and helps level the play .ig field by im posing standards on 
p lans over which t’ e sta tes have no jurisdiction

2) parallel am endm en ' to the Public H ealth  Service Act (PHSA) that affect 
h ealth  carriers

3) am endm ents to the tax code for long-term care insurance, m edical savings 
accounts and deductibility for the self-em ployed

Our bill focuses on number 2 - am endm ents to our insurance code.

I n s u r a n c e  C od e a m e n d m e n ts  fall into three areas:

• s m a ll  g ro u p  m a r k e t  reforms

• la r g e  g r o u p  m a r k e t  reforms

• in d iv id u a l m a r k e t  reforms 

E s s e n t ia l  e le m e n ts  of HIPAA:

S m a ll  g r o u p  market:

1 ) g u a r a n te e d  is s u e  to

• a ll sm a ll e m p lo y e r s  (defined as those having an average num ber of 
em ployees during the prior year of 2-50)

• a ll  e l ig ib le  e m p lo y e e s

• a ll p r o d u c ts  offered by a carrier in the sm all group m arket, not ju st the 
standard and basis plans as in current law
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2) g u a r a n te e d  r e n e w a b i l i t y  of all policies w ith certain enum erated  
exceptions

3) p r e e x is t in g  c o n d it io n  e x c lu s io n  l im ita t io n s  - lim ited 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 allow s a gap no longer 
than 90 days

L a rg e  G ro u p  market:

1) g u a r a n te e d  r e n e w a b i l i ty  of all policies with certain enum erated  
exceptions

2) p r e e x is t in g  c o n d it io n  e x c lu s io n  lim ita t io n s  - lim ited to 6/12 (lookback/ 
exclusion) w ith 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 ava ilab ility  in  the large group market; no guaranteed  
issu e requirem ents in this m arket.

I n d iv id u a l market:

1) g u a r a n te e d  is s u e  to elig ib le  individuals (those w ith  18 m onths creditable 
coverage, most recently  in a group plan, with no break in coverage greater 
than  63 days

2) g u a r a n te e d  r e n e w a b i l i t y  of all policies with certain enum erated  
exceptions

3) n o  p r e e x is t in g  c o n d it io n  e x c lu s io n s  may be im posed o n  e l ig ib le  
in d iv id u a ls

P r e g n a n c y  a n d  g e n e t ic  t e s t in g  in  a b s e n c e  o f  th e  c o n d it io n  a r e  n o t  a llo w e d  
a s  p r e e x is t in g  c o n d it io n s  in  the group m arket, and are not allow ed for eligible 
individuals in the individual m arket.

HIPAA creates federal standards in the area of health insurance by essentia lly  
creating a floor in certain areas, below which state  standards m ay not fall.

• however, state flexib ility  ex ists

• certain sta te  law s are specifically preem pted if not in com pliance w ith the 
federal standards, for exam ple preexisting condition exclusion provisions

W ith respect to the ind ividual m arket, the federal standards w ill not apply i f  the 
sta te  enacts w hat is called an  a c c e p ta b le  a lte r n a t iv e  m e c h a n is m . There is a 
four-pronged test for an acceptable a lternative m echanism , and the sta tes  are 
given m any options as to how  to comply.

HIPAA requires that an a c c e p t a b le  a lte r n a t iv e  m e c h a n ism  m eet fo u r  
r e q u ir e m e n ts :

1. It m ust provide elig ib le  individuals w ith a c h o ic e  o f coverage;
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2. It cannot impose any p r e e x is t in g  c o n d it io n  e x c lu s io n s  for eligible 
individuals;

3. The choice must include at le a s t  o n e  p o lic y  fo rm  th a t is:
fi) comparable to c o m p r e h e n s iv e  c o v e r a g e  in the individual market in 

the state; o r
fii) comparable to the s ta n d a rd  plan under the sta te’s small group or 

individual laws;
-AND-

4 . The s ta te  must be implementing o n e  o f  th r e e  things:
(a) one of tw o  s p e c if ie d  NAIC m o d e ls  la w s  on individual market reform;
(b) a qualified h ig h  r is k  p o o l as defined in the law; or

r

(c) (i) a mechanism providing for r is k  a d ju s tm e n t , r isk  sp r e a d in g , or a
risk spreading mechanism or otherwise provides for some f in a n c ia l  
s u b s id iz a t io n  of eligible individuals; o>.

(ii) a mechanism allowing eligible individuals a c h o ic e  o f  a ll  
a v a i la b le  individual health insurance coverage.
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A m e n d m e n t  H i s t o r y  o f  S B  1 0 4

S e n a te  F in a n c e :

Two amendments were added to SB 104 in Senate Finance.

The most significant amendment was the amendment to include the minimum 
federal standards in the Health Insurance Portability and Accountability Act of 
1996. T h e s e  m in im u m  s ta n d a r d s  m u st  b e c o m e  e f f e c t iv e  in  A la sk a  b v  J u ly
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 m arket 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 version 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)

S e n a te  F lo o r:

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

One amendment was sponsored by Senator Donley. The amendment modified the 
underinsured/uninsured motorist coverage provisions to require th a t coverage for 
uninsured and underinsured motorists be provided even if the limits of liability 
bonds and policies th a t apply have not been used up by payments, judgements or 
settlements. This amendment is in sections 114 and 115 of version CSSB 
104(FIN) 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.



O V E R V I E W  
K A S S E B A U M / K E N N E D Y  B I L L

P r e s e n t e d  b y  
M a ria n n e  K. B u r k e , D ir e c to r  

D iv is io n  o f  I n s u r a n c e

O v e r v ie w : P.L. 104-191, commonly called Kassebaum/Kennedy (K/K), creates 
federal standards for both the individual and group health insurance markets, but 
it does perm it substantial state flexibility for compliance. The law requires 
insurers to offer coverage to a ll  sm a ll e m p lo y e r s  th a t apply for coverage and to  
in d iv id u a ls  meeting certain requirements (g u a r a n te e d  is su e );  to guarantee 
renew coverage in both the group and individual markets (g u a r a n te e d  r en ew a l);  
and to l im it  th e  u s e  o f  p r e e x is t in g  c o n d it io n  e x c lu s io n s  in  th e  g ro u p  
m a r k e t  a n d  e l im in a te  th e m  in  th e  in d iv id u a l m a r k e t  fo r  e lig ib le  
in d iv id u a ls .  However, the federal law does not limit the premiums that issuers 
can charge for any type of coverage.
P r e e m p tio n :  The t e s t  fo r  p r e e m p tio n  in all cases EXCEPT for provisions 
relating to preexisting condition exclusions is: whether the sta te ’s standards and 
requirements would p r e v e n t  th e  a p p lic a t io n  o f  th e  fe d e r a l  la w .

The t e s t  fo r  p r e e m p t io n  for provisions affecting p r e e x is t in g  c o n d it io n  
e x c lu s io n s  is: The federal law DOES “s u p e r s e d e  a n y  p r o v is io n  o f  S ta te  la w
which establishes, implements, or continues in effect a standard or requirement 
applicable to imposition of a preexisting condition exclusion specifically governed 
by the law (in ERISA section 701 or PHSA section 2701) which d if fe r s  from the 
standards or requirements in those sections, U N L E S S  the State provision meets 
one of seven s p e c if ic  e x c e p t io n s .

I. G e n e ra l  P o in ts

II. G r o u p  M a rk e t

K/K requires g u a r a n te e d  is s u e  o f  a ll p r o d u c ts  in  th e  sm a ll  g r o u p  m a rk et.
This is a relatively radical requirement for a number of states. The federal law is 
also very specific that a sm a ll g r o u p  is  a  g r o u p  o f  2 to  a t  le a s t  50. States may 
extend the law’s guaranteed issue protection to larger groups, and include groups 
of 1 if they cover the self-employed in the small group ra ther than the individual 
market.
The g u a r a n t e e d  r e n e w a b i l i ty  requirement applies to g r o u p s  o f  a ll  s iz e s .

The rules restricting the use of p r e e x is t in g  c o n d it io n s  e x c lu s io n s  and 
prohibiting the use of h e a lth  s ta tu s -r e la te d  fa c to r s  for purposes of issuing and 
renewing coverage apply to g r o u p s  o f  a ll s iz e s .

N A IC  1992  S m a ll G ro u p  M o d e l

Alaska adopted a modified version of the NAIC’s 1992 Small Group Model.
The 1992 Small Group Model only requires guaranteed issue of a basic and 
standard health benefit plan by all health carriers doing business in a state’s
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small group market. A state with this model will therefore need to expand the 
guaranteed issue requirement to all products offered by the insurer. K/K requires 
guaranteed issue of all products in the small group market.
The 1992 Small Group Model requires guaranteed renewability, subject to certain 
exceptions. In general these exceptions are consistent with the federal law, but 
need the revisions suggested by the P.L. 104-191 States Implementation Working 
Group.
The 1992 Small Group Model allows a preexisting condition exclusion of twelve 
months. This is consistent with K/K, except th a t the model requires certain 
revisions to prohibit preexisting condition exclusions based on pregnancy as a 
preexisting condition and to extend the permissible period for a gap in coverage to 
63 days.
Another key issue is the definition of “small employer.” The federal law is very 
specific th a t there is guaranteed issue for groups of 2 to a t least 50, and it sets 
forth the method of calculating that group. The 1992 Model must be modified as 
suggested to conform to the federal requirements.
The 1992 Model must also be revised to ensure that its concept of “qualifying 
previous coverage” and “qualifying existing coverage” are consistent with the 
federal law’s concept of “creditable coverage."

III. I n d iv id u a l M a rk et

We would like to review the possible scenarios for implementing an acceptable 
alternative mechanism to meet the requirements of K/K for the individual market.
The law requires that an a c c e p ta b le  a l t e r n a t iv e  m e c h a n is m  meet fo u r  
r e q u ir e m e n ts :

1. It must provide eligible individuals with a c h o ic e  of coverage;
2. It cannot impose any p r e e x is t in g  c o n d it io n  e x c lu s io n s  for eligible 

individuals;
3. The choice must include at least one policy form th a t is:

(i) comparable to c o m p r e h e n s iv e  c o v e r a g e  in the individual market in the 
state; o r

(ii) comparable to the s ta n d a r d  plan under the s ta te ’s small group or 
individual laws;

-A N D -

4. The sta te  must be implementing o n e  o f  th r e e  things:
(a) one of the tw o  N A IC  m o d e ls  la w s  on individual market reform;
(b) a qualified h ig h  r is k  p o o l as defined in the law; or
(c) (i) a mechanism providing for r is k  a d ju s tm e n t , r is k  s p r e a d in g , or a 

risk spreading mechanism or otherwise provides for some f in a n c ia l  
s u b s id iz a t io n  of eligible individuals; or
(ii) a mechanism allowing eligible individuals a c h o ic e  o f  a ll a v a ila b le  
individual health insurance coverage.
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(1) has had, in the aggregate, at least 18 months of creditable coverage;
(2) the most recent coverage is under a group, governmental, or church plan 

including a self insured group;
(3) is not eligible for any other coverage, including Medicare, Medicaid, etc.;
(4) has not had coverage terminated for nonpayment of premiums or fraud;
(5) has exhausted a COBRA continuation option if one was available;
(6) has had no gap in coverage exceeding 63 days.

Given these requirements, what are a sta te’s options?
O p tio n  1: G u a r a n te e d  is s u e  o f  a ll  p r o d u c ts  in  th e  in d iv id u a l m a r k e t.

States that already have guaranteed issue of all products in the individual market 
will have to do little to comply with the federal law’s requirements. However, 
even these states must ensure that any sta te  restrictions limiting the individuals 
eligible for guaranteed issue do not prevent those individuals who are eligible for 
guaranteed issue under the federal law from obtaining coverage. The state must 
also ensure th a t its high risk pool does not impose any preexisting condition 
exclusions for federally defined eligible individuals.
O p tio n  2: H ig h  r isk  p o o l.

The federal law defines a qualified high risk pool as one that:
(1) Provides coverage to all eligible individuals.
(2) Does not impose a preexisting condition on an eligible individual;
(3) Provides for premium rates and covered benefits for such coverage consistent 

with the NAIC’s Model Health Plan for Uninsurable Individuals Model Act 
(i.e., premium rates do not exceed 200 percent of standard risk rates);

States tha t choose this option will have to make sure th a t their risk pool meets 
the requirements above. Other issues raised by the high risk pool:

(1) Can sta te residency requirements stand?
(2) Must the high risk pool provide a choice of more than one policy? Will one 

policy with a choice of deductibles suffice?
(3) What is a “comprehensive” policy with respect to a sta te’s individual market?

O p tio n  3: A d o p t  o n e  o f  th e  tw o  N A IC  in d iv id u a l  m a r k e t  m o d e ls .

K/K references the two NAIC models addressing individual market reform: (1) the 
Small Employer and Individual Health Insurance Availability Model Act, as it 
relates to the individual market (“Availability” Model); and (2) the Individual 
Health Insurance Portability Model Act (“Portability” Model).
Adoption of one of these models will constitute an acceptable alternative 
mechanism, provided that the other three criteria are met: a choice of coverage for 
all federally defined eligible individuals, which includes a choice of a 
comprehensive policy, and no preexisting condition exclusions for these 
individuals.

U n d e r  t h e  f e d e r a l  l a w ,  a n  e l i g i b l e  i n d i v i d u a l :
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These two models are being reviewed and revised by the NAIC P.L. 104-191 States 
Implementation Working Group to make the revisions required for compliance 
with K/K.
G e n e r a l S tr u c tu r e  o f  th e  A v a ila b il ity  M o d e l

In the small group market, the Availability Model requires guaranteed issue of all 
products, including a standard and basic plan. In the individual market it also 
requires guaranteed issue of all products, including a standard and basic plan, but 
sets out two options: a year-round guaranteed issue requirement, or a rolling 
open enrollment option which guarantees an individual one-month each year in 
which to obtain a product. I t requires adjusted community rating, with variations 
allowed only for geographic area, family composition, and age.
It requires guaranteed renewability for both small group and individual products, 
subject to standard exceptions such as fraud or misrepresentation, nonpayment of 
premiums, etc. In general these exceptions are consistent with the requirements 
of the federal law, subject to some deviations.
In general the Availability Model’s provisions for preexisting condition exclusions, 
definition of preexisting condition, eligible individual, etc. are similar to the 
requirements of the federal law. However, it allows a twelve-month preexisting 
condition exclusion and therefore must be modified to prohibit any exclusions for 
federally defined eligible individuals. Also, the concept of “crediting” coverage and 
shortening preexisting condition exclusions accordingly differs somewhat, as do 
some slight elements of the phrasing of the definitions. Because of the very 
preemptive language of the federal law for s ta te  provisions tha t address 
preexisting condition exclusions, some revisions have been made to the language of 
this model.
G e n e r a l S tr u c tu r e  o f  th e  P o r ta b il i ty  M o d e l

The Portability Model addresses only the individual market. It requires 
guaranteed issue of a basic and a standard plan by all health carriers doing 
business in the state's individual market. The director establishes by regulation 
the form and level of coverage of the basic and standard health benefit plans. It 
permits rating bands, subject to certain requirements.
The Portability Model requires guaranteed renewability of individual health 
benefit plans.
It allows a twelve-month preexisting condition exclusion and therefore must be 
modified to prohibit any exclusions for federally defined eligible individuals.
O p tio n  4: M a n d a to r y  g r o u p  c o n v e r s io n  p o l ic ie s .

Some states have mandatory group conversion policies. These policies will not 
apply to individuals covered by self-funded ERISA plans. Therefore, such laws 
alone will not enable a state to comply with K/K because they will not protect 
many individuals who are entitled to protection under the federal law. Alaska 
does not have mandatory group conversion policies.
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O p tio n  5: O p en  e n r o llm e n t  b y  o n e  or  m o re  h e a lth  in s u r a n c e  is su e r s .

States tha t have implemented open enrollment by one or more insurers have in 
place a broader protection than that afforded by the rolling open enrollment option 
of the NAIC Availability Model. However, the rolling open enrollment option as 
set forth in the revised NAIC model is sufficient for compliance with K/K’s 
guaranteed issue requirements because it would allow federally defined eligible 
individuals to have 63 days to obtain coverage and would not require them to wait 
until the month of their birthday. Under the NAIC model, other individuals with 
previous coverage could obtain coverage within 31 days of the termination of the 
previous coverage. Not available in Alaska.
O p tio n  6: S o m e  c o m b in a t io n  o f  th e  4 o p t io n s  a b o v e .

The federal law permits states to have some combination of permissible 
mechanism. (Section 2744(a)(2).) The law does not specify whether a state must 
offer every eligible individual the same choices, or whether it may provide 
different groups with different choices.
Another point is th a t some mechanisms already contained in state law will not 
protect individuals whose previous coverage was in a self-funded ERISA plan.
This is a problem with mandatory conversion laws, as noted above.
O p tio n  7: R e ly  o n  fe d e r a l  fa llb a c k  s ta n d a r d s  in s te a d  o f  im p le m e n t in g  a n  
a lt e r n a t iv e  m e c h a n ism .

G u a r a n te e d  A v a ila b ility :  Federal standards apply if there is No State 
Alternative Mechanism. (Section 2741(c)). Therefore, in states that do NOT 
implement an acceptable alternative mechanism under Section 2744, the following 
standards and exceptions apply:

A. The h e a lth  in s u r a n c e  is s u e r  may e le c t  to limit coverage to eligible persons 
to a c h o ic e  of only tw o  d if fe r e n t  p o lic y  fo r m s  (Section 2741(c)), both of 
which must:
(1) be designed for, made generally available to, are actively marketed to, 

and enroll both eligible and other individuals; a n d

(2) Either:
(a) be the “most popular policy forms:” The forms with the largest and 

second largest p r e m iu m  v o lu m e  in the state or applicable 
marketing or service area (as defined in regulation); o r

(b) be “policy forms with representative coverage:” Be a lower level and 
a higher level form, each of which contains benefits substantially 
similar to other individual coverage offered by the issuer AND each of 
which is covered under some risk spreading mechanism.
(i) Lower level coverage is defined as having an actuarial value of 

85-100% of the weighted average;
(ii) Higher level coverage is defined as having an actuarial value of 

at least 15% greater than lower level coverage and between 100- 
120% of the weighted average;
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(iii) A  risk spreading m echanism  m ust provide for risk  adjustm ent, 
risk spreading, or a risk  spreading m echanism  (either am ong  
issu ers or among the policies of an issuer); or m ust otherwise  
provide for som e financial subsidization for eligible individuals, 
including through assistan ce  to participating issuers. (Sec. 
2744(c)(3)(A).)

(3) For purposes o f Section 2741(c), policy forms which have different cost- 
sharing arrangem ents or different riders shall be considered different 
policy forms.

B. Special R ules for N etw ork Plans: (These apply i f  the state does not 
im plem ent an a lternative m echanism ):

(1) A netw ork plan m ay lim it enrollees to those who live, reside or work in  
the service area;

(2) A netw ork plan may deny coverage based on the plan’s enrollm ent 
capacity lim its, as long as coverage is denied uniformly w ithout regard to 
health  status-related  factors;

(3) If coverage is denied based on service capacity, the issu er  is suspended  
from offering new  coverage in th e  service area for 180 days;

C. Exception for Financial Capacity: (This applies if  the sta te  does not 
im plem ent an a lternative m echanism .)

(1) H ealth  insurance issu er m ay deny health  insurance coverage in the 
individual m arket to an elig ib le individual if  the issuer dem onstrates to 
the director that:

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

(b) Is applying th is denial uniform ly to all individ-.als in the s ta te ’s 
individual m arket, con sisten tly  w ith  sta te  la and w ithout regard to 
health  status-related  factors and w ithout regard to w hether  
ind ividuals are eligible individuals.

(2) If an issu er  denies coverage based on financial capacity, it is suspended  
from offering coverage in th e individual m arket in that service area for 
the later of: 180 days from th e date o f denial; or until the issuer  
dem onstrates to the director, i f  required under sta te  law, th at it has 
sufficient financial reserves to underw rite additional coverage.

G u a r a n te e d  R e n e w a b il i ty

A. Federal Standards apply REGARDLESS of w hether the sta te  is im plem enting  
an a lternative m echanism  for guaranteed issue.

B. All ind ividuals enjoy guaranteed renew ability, not ju st individuals eligible for 
guaranteed  issue.
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(1) N onpaym ent of premium s;

(2) Fraud or intentional m isrepresentation  of a m aterial fact by an 
individual;

(3) Term ination of a product: Issu er m u st provide notice to enrollee 90 days 
before term ination, offer option to purchase any other individual product 
offered by the issuer, and act uniform ly w ithout regard to h ea lth  sta tu s-  
related  factors;

(4) D iscontinuance o f all individual coverage: Issuer m ust provide notice to 
th e director and enrollees 180 days before term ination, and is prohibited  
from m arket reentry for 5 years after date of last d iscontinuation  due to 
nonrenew al.

(5) N etw ork plans: Issuer m ay nonrenew  if  the individual no longer resides, 
lives, or works in the service area, provided that the issu er  nonrenew s 
uniform ly, w ithout regard to h ea lth  status-related  factors.

(6) A ssociation m em bership ceases: Issuer m ay nonrenew  if  th e individual 
ceases to be a m em ber of the association  through w hich coverage is 
obtained, provided th at the issu er  nonrenew s uniform ly, w ithout regard  
to health  status-related  factors.

(7) M odification of coverage: At th e tim e of coverage renew al, issu er  m ay  
m odify the policy form consisten t w ith  sta te  law and provided th at  
m odification is effective on uniform  basis am ong all ind ividuals having  
th at policy form.

C .  E x c e p t i o n s  t o  g u a r a n t e e d  r e n e w a b i l i t y  r e q u i r e m e n t :

IV. O th e r  Is su e s

M a n d a to r y  M a te r n ity  C o v e r a g e

The N ew borns’ and M others’ H ealth  Protection Act of 1996 is an am endm ent to 
the H ealth  Insurance Portability and A ccountability  Act o f 1996 ( P.L. 104-191).
It applies to health  care coverage sold in both the sm all and large group m arkets 
and the ind ividual m arket.

The Act prohibits group health  plans and health  insurance issu ers from restricting  
hospital coverage in connection w ith  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 o f th is length. 
However, th ese  exceptions do not apply to any case in which the decision to 
discharge th e m other earlier than th ese  m inim um  periods is m ade “by an  
attending provider in consultation w ith  the m other.”

The law also prohibits a group health  plan or health  insurance issu er from  
denying coverage to a m other or child to avoid the law ’s requirem ents, or from 
offering them  financial incentives to reduce the length  o f stay. Nor m ay group 
health  plans and health  insurance issu ers penalize attending providers for 
com plying w ith  the law  or create financial incentives for providers th at are 
inconsistent w ith  the law.
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The law contains three broad exceptions to the preemption of state law addressing 
hospital stays for childbirth. State law is NOT preempted if: Cl) the sta te  law 
requires coverage for a minimum of 48 hours for normal vaginal delivery and 96 
hours for cesarean section; or (2) the state law requires coverage for maternity and 
pediatric care in accordance with guidelines issued either by the American College 
of Obstetricians and Gynecologists, or the American Academy of Pediatrics, “or 
other established professional medical associations”; or (3) the state law requires 
that, in connection with coverage for maternity care, the decision about the 
hospital length of stay is left to (or required to be made by) the attending provider 
in consultation with the mother.
The law also directs the Secretary of the U .f Department of Health and Human 
Services to appoint an advisory panel to review studies tha t the Act requires the 
Secretary to undertake and to develop a consensus about the appropriateness of 
the Act’s requirements. The advisory panel is to include representation from 
number of specified entities, including states and entities having expertise in 
consumer issues.
Because this Act is an amendment to P.L. 104-191 (Kassenbaum-Kennedy), the 
enforcement provisions of that act also apply to this law. States will enforce the 
maternity provisions against insurance carriers and entities under s tate 
jurisdiction unless the HHS Secretary determines tha t a state has failed to 
substantially enforce a provision, in which case the HHS Secretary will enforce the 
law. The Secretary of the U.S. Department of Labor will enforce the law with 
respect to ERISA plans.
The Act is effective January  1, 1998.
M en ta l H e a lth  P a r ity

The Mental Health Parity Act of 1996 is an amendment to the Health Insurance 
Portability and Accountability Act of 1996 (P.L. 104-191). It applies only to health 
care coverage sold through the large group market (groups of 51 or more).
The law provides tha t if a group plan does n o t  im p o se  an a g g r e g a te  l i f e t im e  
lim it on m e d ic a l a n d  s u r g ic a l  B en efits , it may n o t im p o se  s u c h  a  l im it  o n  
m e n ta l h e a lth  b e n e f it s . If the plan does impose an aggregate lifetime limit, the 
Act requires the plan to include mental health benefits with medical/surgical 
benefits in the aggregate limit and not distinguish between the two; or in the 
alternative, to offer an aggregate limit for mental health benefits th a t is not less 
than the aggregate limit for medical/surgical benefits. For plans tha t categorize 
among different types of medical and surgical benefits for the purpose of applying 
limits, the Secretary of the U.S. Department of Health and Human Services (or, 
for self-funded ERISA plans, the Secretary of the U.S. Department of Labor) is 
authorized to promulgate regulations for determining the aggregate lifetime limit. 
The law specifies the method for computing this limit.
The Act imposes id e n t ic a l  r u le s  fo r  a n n u a l lim its . If a plan does not include 
an annua! limit on medical and surgical benefits, it may not impose such a limit 
on mental health benefits. If the plan does impose an annual limit, it must either 
include mental health benefits in the aggregate and not distinguish between 
medical/surgical and mental health benefits, or in the alternative, not impose any 
limit on mental health benefits th a t is less than the medical/surgical benefits 
limit. Again, for plans that categorize medical/surgical benefits and apply 
different limits per category, the HHS Secretary (or Labor Secretary) is required
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to promulgate regulations for computing the aggregate annual limit as specified in 
the Act.
The Act does not require a group health plan to offer any mental health benefit, 
and does not affect the terms and conditions relating to the scope of any mental 
health benefit th a t is provided, except as der ribed above with respect to limits.
The scope of this Act is limited b> four of its provisions. First, as noted above, 
there is an exemption for small employers, defined as those having two to fifty 
employees. Second, there is an exemption if a group health plan experiences “an 
increase in the cost under the plan (or for such coverage) of a t least I percent.”
The law does not make clear how this provision would be determined or enforced. 
Third, mental health benefits as defined in the law do not include substance abuse 
or chemical dependency services. Fourth, there is a sunset provision.
Without additional Congressional action, this law is only in effect from Jan. 1,
1998 through Sept. 30, 2001.
Because this Act is an amendment to P.L. 104-191 (Kassenbaum-Kennedy), the 
enforcement provisions of th a t act also apply to this law. States will enforce the 
mental health parity provisions against insurance carriers and entities under state 
jurisdiction unless the HHS Secretary determines that a state has failed to 
substantially enforce a provision, in which case the HHS Secretary will enforce the 
law. The Secretary of the U.S. Department of Labor will enforce the law with 
respect to ERISA plans.
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An Act relating to regulation and examination of
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insurers and insurance agents Component: Insurance
Sponsor:
Requestor:
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COMPONENT SERIAL NO.
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CAPITAL EXPENDITURES
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TOTAL 0.0 0.0 0.0 0.0 1 0.0 0.0
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SENATE FINANCE 0-LS0407NH.3
COMMITTEE Ford

Amendment Number: £  4/22/97
Bill Number: Sy/cx/_____

A M E N D  M ' j ^ ' " ^  2 7

OFFERED IN THE SENATE BY SENATOR DONLEY

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

1 Page 2, line 4:

2 Delete "110 - 116"

3 Insert "111 - 117"

4 Page 73, following line 6:

5 Insert a new bill section to read:

6 "* Sec. 109. AS 21.89.020(f) is amended to read:

7 (f) An automobile liability insurance policy must provide

8 (1) that all expenses and fees, not including counsel fees or adjuster

9 fees, incurred because of arbitration or mediation shall be paid as determined by the

10 arbitrator;

11 (2) liability coverage in the amount set out in AS 28.22.101(d) for

12 motor vehicles rented in the United States or Canada by a person insured under the

13 policy;

14 (3) physical damage coverage for motor vehicles rented in the United

15 States or Canada, if the policy provides physical damage coverage; if the insured

16 declines physical damage coverage, the insurer shall offer physical damage coverage

17 for rented vehicles^

18 (4) that payments from applicable coverage provided under (2) and

19 (3) of this subsection will be made in the following order of priority:

20 (A) from a policy or coverage purchased bv the operator

21 from the person who has the vehicle available for rent:

22 *1!) from a policy or coverage covering the operator of a

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

24 available for rent: and
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* (C) from a policy or coverage o f the person who has the
*

2 vehicle available for rent."

0 -L S 0 4 0 7 \H .3

3 Renumber the following bill sections accordingly.

4 Page 74, line 9:

5 Delete "secs. 116, 117, and 119"

6 Insert "secs. 117, 118, and 120"

7 Page 74, line 11:

8 Delete "Section 113"

9 Insert "Section 114"



BY SENATOR DONLEY

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

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

to claims o f 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:

(a) 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."

-1-



2 Page 74, line 3:

3 Delete "and AS 21.81"

4 Insert "AS 21.81; AS 28.20.445(c), 28.20.445(h); AS 28.22.211; and

5 AS 28.40.100(a)(22)"

9 Page 74, line 11:

10 Delete "Section 113"

11 Insert "Section 114"
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FISCAL NOTE

Revision Date:

STATE OF ALASKA
1998 LEGISLATIVE SESSION

Title: "A n  Act relating to legislative ethics; relating to the
filing  o f  disclosures by certain legislative...

Sponsor: Senate Rules Committee
Requester:

Dept. Affected Legislative A ffa irs Agency
BRU A ll_______________________________

Component A ll_______________________________

Component Sorla l N o .____________

BILL NO. H C S  C S S B  105 (FIN)

(Thousands ol Dollars)
OPERATING EXPENDITURES FY 99 FYOO FY 01 FY 02 FY 03 FY 04
P e r s o n a l  S e r v ic e s 0.0 0.0 0.0 0.0 0.0 0.0
T r a v e l
C o n t r a c t u a l
S u p p l i e s
E q u i p m e n t
L a n d  &  S t r u c t u r e s
G r a n t s  &  C l a i m s
M i s c e l l a n e o u s

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
| CAPITAL EXPENDITURES
ICHANGE IN REVENUES [

1002 F e d e r a l  R e c e i p t s
1003 G F  M a t c h
1004 G F
1005 G F / P r o g r a m  R e c e i p t s  
1037 G F / M e n l a l  H e a l t h
1091 D e s i g n a t e d  P r o g r a m  R e c e i p t s

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY97) cost: 
POSITIONS
F u l l - t i m e
P a r t - l i m o
T e m p o r a r y
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F I S C A L  N O T E

S T A T E  O F  A L A S K A

1998 L E G I S L A T I V E  S E S S IO N

B I L L  N O .  H C S  C S S B  1 0 5  (S T A 1

Revision Date: 4/21/98
Title: ‘An Act relating to legislative and executive
branch ethics.. . .*___________________
Sponsor: (S) Rules________________
Requestor: (H) SI A

Department Affected: Administration 
BRU: Personnel____________
Component: Personnel

COMPONENT SERIAL NO. 56

EXPENDITURES/REVENUES:
OPERATING EXPENDITURES FY 99 FYOO FY 01 FY 02 FY 03 FY 04

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL EXPENDITURES I I |

CHANGE IN REVENUES ( 1 I I I I I

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

Estimate of any current year (FY S7) cost: $0.0 
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.);
This bill does not fiscally impact the Division of Personnel.

(i

Prepared by: Beverly Reaum e___________________________________________Phone: 465-4429
Division: Division of Personnel_____________ ^ ._________ Date:

Approved by Commissioner: Mark Bover •- f.:L>K  r^A I /■  A  i '> 2  I ?
Agency: Department of Administration ■ ^  Date: ' J  I

J
PREPA RER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative Office
Page 1 of _J_



S T A T E  O F  A L A S K A

1 9 9 8  L E G I S L A T I V E  S E S S IO N

F I S C A L  N O T E

B IL L N O . HCS CSSB iOS/STA)

Revision Date: 4/23/98_______________________  Department Affected: Administration
Title: ‘An act relating to legislative and executive branch  BRU: AK Public Offices Commissionn
ethics.. ..*_____________________________ Component: AK Public Office Commission
Sponsor (S) Rules________________________ __________________________
Requestor (H) STA_________________________COMPONENT SERIAL NCL 70_______

EXPENDITURES/REVENUES:______________ (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FY 00 FY 01 FY 02 ! FY 03 FY 04

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

1.7 1.7 0.7 0.7 0.7 0.7
17.5 2.1 2.1 2.1 2.1 2.1
1.4 0.7 0.7 0.7 0.7 0.7
0.5

.

TOTAL OPERATING 21.1 4.5 3.5 3.5 3.5 3.5

CAPITAL EXPENDITURES | I ...................  I . I

I CHANGE IN REVENUES ( ) I I" ----  I I I I I

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

21.1 4.5 3.5 3.5 3.5 3 5

TOTAL 21.1 4.5 3.5 3.5 3.5, .. , 15
Estimate of any current year (FY 98) cost; < none 
POSITION} :
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Aiiach a separate page if necessary.) 
(See a tta ch ed )

P re p a r" ' by: Karen Boorman. Director ____________________________  Phone: 276-4176
Division: Alaska Public Office Commission___________________________ Date:____________

Aooroved bv Commissioner: Mark Bover 4
Agency: Department of Administration ' v v Date: -> 1 <~J

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

jd Page _ J___ of _2_



1998 LEGISLATIVE SESSION 
ANALYSIS: (continued)

FISCAL NOTE
STATE OF ALASKA BILL NO. HCS CSSB lOS(STA)

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 laws 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 &FY0O) of unplcmetu’tion and video training materials available long term.. Equipment costs in FY99 cover ODe filing 
cabinet. Contractual anu supply costs cover printing and mailing 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 2 o f 7.



Revision Date (Note if c o r r e c t i o n ) _________________________ Dept. Affected____________ Law____________________
Title An Act relating to legislative and executive branch______ BRU Civil_________________________________
ethics . . . . ________________________________________________________Component Commercial Section___________________
Sponsor Senate Rules_________________________________   • __________________

N o :  8

F I S C A L  N O T E  B i l l  V e r s io n :  H C S C S S B  1 0 5  ( S T A )

S T A T E  O F  A L A S K A  B I L L  N O . !  H )  P u b lis h  D a te :  4 / 23/98
1 9 9 8  L E G I S L A T I V E  S E S S IO N  --------------

Requester House State Affairs_________________________________Component Serial No.

E x p e n d itu re s /R e v e n u e s (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FYOO FY 01 FY 02 FY 03 FY 04
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 5.0 5.0 5.0 5.0 5.0 5.0

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 5.0 5.0 5.0 5.0 5.0 5.0

E stim ate of any current year (FY98) cost: 

POSITIONS
Fuii-lime
Part-time
Temporary

ANALYSIS: (Attach a  separate page if necessary)

HCS CSSS I05(STA) concerns campaign finance, APOC reporting, legislative ethics, and executive ethics. Its fiscal 
impact on the Department of Law stems largely from the amendments to the Executive Branch Ethics Act. AS 39.52, 
which is administered by the Department. Although several sections of the bill will require increased attorney time-for 
example, in enforcement, training, and attending Personnel Board meetings, the Department will manage these 
increases in attorney time without seeking an increased appropriation.

HCS CSSB 105(STA), however, also greatly increases the reporting functions of the Department. Under this bill, the 
Department will now receive self-reports of potential violations, and the designated supervisor's response to the 
reports. Sections 79. 80, & 81. The Department will also now receive reports of potential violations from third parties. 
Section 82. Section 83 gives thpf Degj);tment has, a new duty to submit copies of quarterly reports to the Personnel

Prepared by 
Division

Approved by Coj 
Agency

Bruce M, Botelho, Attorney General

Phone
Date

Date

465-3600
4/21/98

Department of Law____________________

^LL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
i s l n b u t i o n  i n f o r m a t i o n ,  c a l l  t h e  G o v e r n o r ' s  L e g i s l a t i v e  O f f i c e

(R*» WT) Whilom ilWOMB Page 1 of 2

C O M M I T T E E  C O P Y



■

ANALYSIS CONTINUATION

FISCA L NOTE

S T A T E  OF A LA SK A  BILL NO. HCS C SSB  105(STA)
1998 LEG ISLA TIVE SESSIO N

89 requires the Department to forward complaints to the Personnel Board and prepare a montly status report of 
outstanding complaints for the Personnel Board to Review.

Current reporting duties under the Ethics Act are not performed by attorneys, but are assigned to a 
paraprofessional in the department. A paralegal can perform these duties more efficiently and at much less cost 
than an attorney. HCS CSSB 105(STA) will significantly increase the reporting duties of the department, but 
there are no general funds available to pay a paralegal for these tasks.

We estimate that increased reporting duties wiil require approximately 5.8 hours of paralegal time per month. 
Paralegal time currently costs the department $71.94 per hour. This translates into a fiscal note of $5,000 per 
year. First-year costs will be significantly greater due to the requirement of training and creation of new forms. 
Given that the bill does not become effective until the middle of the fiscal year, however, a $5,000 fiscal note for 
FY99 should cover paralegal start-up expenses.

Page 2 of 2
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STATE Or ALASKA 
1«tT LEGISLATIVE SESSION

FISCAL NOTE

L f l g l a l a t u n 9 0 7  + *  3 8 8 4 a . o i

No: 7

aaj.NO. Bil1 Version: h-SCSSB 105(STA) 
' (h) Publish Date: 4/23/98

Tie*:
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D"pt ^  B ih >'cs
Components:

Serial # “  1
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Temporary
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F I S C A L  N O T E »• J& -

Revision Date: __________________________________________
Title: “An Act relating to legislative and executive
branch ethics; relating to the conduct of lobbyists . . .__________

S T A T E  O F  A L A S K A

1 9 9 7  L E G I S L A T I V E  S E S S IO N

B i l l  V e r s i o n :  . M S K / n S / i x , )

( S )  P u b l i s h  D a t e :  q f i Z f j j

Dept. Affected: 
"BRU:

Department of Law
Civil Division

Sponsor:
Requester:

Senate Rules Committee
Component: General Legal Services

Senate Finance Committee

Expenditures/Revenues
COMPONENT SERIAL NO. 

(Thousands of Dollars)
2087

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
10 0 4  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 the legislative and executive branch ethics acts, expands the 
reporting requirements of loboyists, requires execppt and partially exempt state employees above range 19 to file 
reports under the conflict of/interest statutes (AS 39.50), and makes a conforming amendment to the definition 
of “public official" for employment security statutes. In amending the executive branch ethics act, the bill 
transfers certain responsibilities for enforcing the act from the Attorney General to the Personnel Board. The 
Attorney General retains prosecutorial authority in formal proceedings before the Board, and responsibility-for 
enforcing the Board's decisions. CSSB 105 (STA) also adds new prohibitions, new reporting requirements, new 
disclosures, and expands list of persons affected by the act.

This bill will have no fiscal impact on the Department of Law. When the Executive Ethics Act was passed in 
1986, the legislature did not provide funding to the Department of Law to perform its new responsibilities. 
Consequently, the department has largely relied on ethics supervisors in the appropriate state agencies tojL

Prepared by: 
Division: Administrative

Approved by Commissioner: 
Agency: ________

Joan M. Kasso r > y L 4 A  T / T  K y k A A  
Administrative Services Division iy  ,

Bruce M

Phone:
Date:

Date:

465-5370
4/9/97

4/9/97
Department of Law

iRev 10/961 97fisno.xls/DBR

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

Page 1 of 2
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S T A T E  O F A L A S K A  BILL NO . SB  105
1997 L E G IS L A T IV E  S E SS IO N

ANALYSIS CONTINUATION:

perform investigations; where possible, charged other agencies through interagency agreements for work 
performed under the act on their behalf; and when necessary to undertake the department's duties with scarce 
general funds, performed them at the expense of other work.

The Department of Law retains responsibility for certain functions under the State Affairs Committee Substitute 
including prosecuting ethics violations before the Board, seeking civil and criminal penalties, where appropriate, 
and as a practical matter, continuing to provide informal advice on the Ethics Act to agencies as well. The 
department hopes to continue to largely rely on interagency agreements to fund these activities.



Revision Date:
Title:

S T A T E  O F  A L A S K A

1 9 9 7  L E G I S L A T I V E  S E S S IO N

FISCAL NOTE No. 5
B I L L  N O .  B il1  V e r s i o n :  C A M  / Q 5 f f , A l )

Legislative Ethics Code Reform

Senate Rules CommitteeSponsor
Requestor: Senate Finance Committee

Department Affected:
BRU: Employment Security

(S) Publish Date: 4 //c>/4 '

Labor

Component:
Services

Employment/Unemployment

COMPONENT SERIAL NO. .L8..Q.Z

OPERATING FY 98 FY 99 FYOO / FY 01 FY 02 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
U N D  & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

/

/

/
/

/
/

TOTAL OPERATING 0.0 0.0/ 0.0 0.0 0.0 o.c

CAPfTAL

CHANGE IN REVENUE 
FUND SOURCE »

FUNDING: isands of Dollars)
1002 Federal Receipts T V r .̂...
1003 GF Match / ^1004 GF
1005 GF/Program Receipt
1006 GF/MHTIA
Other
TOTAL 0.0 V 0.0. 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY97) impact: S None

ANALYSIS: The bill am ends 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 b.̂'""fiebecca Nance, Director 
D ivision://  Employment Security Dlvfsion /

Approved by C om m issioned Tom Cashen, Commissioner 
Agency: Department of Labor_____________ Date:

465-2711
4/4/97

4/4/97

PREPARER TO PROVIDE A L L  DISTRIBUTION COPIES TO GOVERNOR'S LEG ISLA TIVE OFFICE
For furtner distnbution information call the Governor's Legislative Office
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Official Business

Alaska State Legislature
Senate

R u l e s  C o m m i t t e e

State Capitol 
Juneau, AK. 99801-1 i

M E M O R A N D V M .

TO : Senator Kelly, Chairman,
Senate Rules Committee 

Representatives Hanley and Therriault, Co-Chairmen,
House Finance Committee

F R O M : Benjamin Brown, Legislative Aide to Senator Kelly

DATE: 5 May 1998

IN RE: revised sectional analysis of proposed House CS for CS for SB 105 (Fin)
(version No. 0-LS0074^J)

“An Act relating to legislative and executive branch ethics; relating to campaign 
finances fo r  candidates for state or municipal ojfee; relating to the conduct o f lobbyists 
ivitb respect to public officials; relating to the filing o f disclosures by certain state 
employees and officials; making a conforming amendment to the definition o f 'public 
official’ fo r  employment security statutes; and providing fo r an effective date„ ”

This memo is meant to summarise and analyse each section of the proposed House 
Finance Com m ittee 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 o f  its specific effects.

S E C T IO N  1: AS 15.13.040(i) D O N A T IO N  OF SPACE N O T  C O N SID E R E D  A 
C O N T R IB U T IO N  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 o f  the donation as a campaign contribution.

S E C T IO N  2: AS 15.13.070(e) LIM ITED USE O F CAM PAIGN FU NDS FOR 
PARTY-RELATED EXPENSES This section adds a new subsection which allows a 
candidate to expend up to $1000 a n n u a l  from a campaign account to pay for

1
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assets. It allows a transfer o f unused campaign assets to a PO ET 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 31 st o f December 1996.

S E C T IO N  9: AS 15.13.116(b) BULK-MAIL PERM ITS N O T  CO N SID ERED  
C A M PA IG N  ASSETS This section adds bulk-mail permits to the list o f  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.

S E C T IO N  10: AS 15.13.116(d) D ISBU RSEM EN T O F CAM PAIGN ASSETS T O  
P O E T  RESERVE This section adds a new subsection (d) which allows a legislator to 
transfer up to $5000 annually from a PO ET account reserve to a PO ET account. It 
allows a transfer of unused campaign assets of up to $20,000 by senators and $10,000 
by representatives to a PO E T  reserve. 15.13.116(a)(9)(D) currently allows a one-time 
transfer o f funds to a P O E T  account of $5000 multiplied by the number of years in 
the legislator’s term. At the end of this term, the balance in a PO ET 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.

S E C T IO N  11: AS 23.20.526(d) EXCLUSION FR O M  D E F IN IT IO N  OF 
‘E M P L O Y M E N T ’ 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.)

SE C T IO N  12: AS 24.45.041(b) R E PO R T IN G  O F 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).

SE C T IO N  13: AS 24.60.030(a) LEGISLATIVE ETH IC S C O D E  BEHAVIORAL 
R E S T R IC T IO N S  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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(version No. 0-LS0074^)

“A n  A c t  r e la t in g  to  le g is la t iv e  a n d  e x e c u tiv e  b ra n c h  e th ics; r e la t in g  to  c a m p a ig n  
f in a n c e s  f o r  c a n d id a te s  f o r  s ta te  o r  m u n ic ip a l  o ffice ; r e la t in g  to  th e  c o n d u c t  o f  l o b b y i s t s  
w i th  r e sp e c t  to  p u b l i c  o ffic ia ls ;  r e la t in g  to  th e  f i l i n g  o f  d isc lo su re s  b y  c e r ta in  s t a t e  
e m p lo y e e s  a n d  o ffic ia ls ;  m a k in g  a  c o n fo r m in g  a m e n d m e n t  to  th e  d e f in i t i o n  o f  'p u b lic  
o f f i c i a l ’ f o r  e m p lo y m e n t  s e c u r i ty  s ta tu te s ; a n d  p r o v id in g  f o r  a n  e ffe c tiv e  d a te . ”

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 S i000 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: A S ’ .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 S i000 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-1 imir 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, i 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 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 S i00 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’s 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 
(j) 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(o), added by Section 40 of the bill.

SECTION 40: AS 24.60.130(c) APPOINTMENT OF ETHICS COMMITTEE 
ALTERNATES Th:s section 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 &c 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 (o) 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 (1).

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(i) 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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