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HOUSE 
COMMITTEE REPORT
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D a t e  referred: 2Z11/86
F U R T H E R  REFERRALS:

DATE:

T h e JUDICIARY C o m m i t t e e  has  c o n s i d e r e d  563

"An A c t  relating to the d u t i e s  of the C o m m i s s i o n  on J u d i c i a l  
Q u a l i f i c a t i o n s . "

a n d  recommends: 

d o  pass 

d o  not p a s s

do pass w i t h  a t t a c h e d  amendment(s) 

no r e c o m m e n d a t i o n

replace w i t h  ] same title

[ ] n e w  title

and r e c o m m e n d s

[ ] further r e f e r r a l  to the C o m m ittee

a n d  attaches: [ ] l e tter of i ntent
[ ] first fiscal no te
[ ] n e w  fiscal n o t e
[ ] zero fiscal n o t e

S I G N I N G  DO PASS:
/ . .________ / v. / I  sn

/ / > 7  6s- ^

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

Ch'airmAn \



Bradley b'

A M E N D M E N T

Offered  in the H O U S E  By M a r t i n

TO: HB 563

Page 1, line 7, after "Conduct" insert:

"and to repriman ds of judges"

Page 1, after line 8, insert a n e w  bill section to read:

"* Section 1. AS 15.58.050 is amended to read:

Sec. 15.58.050. INFORMATI ON AND R E C O M M E N D A T I O N S  ON JUDICIAL  

OFFICERS. No later than 75 days before the state genera l election,

the j u d icial council shall file w i t h  the lieutenant governor a s t a t e­

ment  includ ing in formation about each supreme court justice, court of 

appeals judge, superior court judge, and district court judge who will 

be subject to a r e t e ntion election. The statement shall r e f l e c t  the 

ev a l u a t i o n  of each justice or judge c o n d ucted  b y  the judicial council 

according to law and shall contain a b r i e f  statement describ ing each 

r e p r i m a n d  r e c e i v e d  by the judge under AS 22.30.011 during the period 

covered in the e v a l u a t i o n . A  statement m a y  not exceed 600 w o r d s . "

Renumber r e m a i n i n g  bill section.

Page 1, line 13, delete "A" and insert:

"Except as p r o v i d e d  in (h of this section, a [A]"
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Page 1, after line 13, insert a n e w  bill section to read:

"* Sec. 3. AS 22.30.011 is amended by adding a n e w  subsect ion to read: 

(h) If a judge r e prim anded under this section seeks retention  in 

office, the comm ission shall report to the judicial council for the 

statement filed by the ju dicial council under AS 15.58.050 the e x i s t­

ence of public or private  reprimands received by the judge since the 

appointment of the judge or since the last r eten t i o n  election of the 

judge."
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alaska judicial council
M n B B B n B B K B H E H H B a a i ' p n B n M n n B B B a a M
1031 W. Fourth Avenue. Suite 301. Anchor age, Alaska 99501 (907) 279-2526

EXECUTIVE O lRtCTOR 
Francis L. Bremsoo

Februa ry 3, 1986

R e p r e s e n t a t i v e  M. Mike Miller 
C hairman
House J u d i c i a r y  Committee 
P.O. Box V 
State Capitol 
Juneau, Alaska 99811

NON-ATTORNEY MEMBERS 
Mary Jane Fate 

Hilbert J. Hennckson. M 0.
Renee Murray

ATTORNEY MEMBERS 
James B Bradley 
James D. Gilmore 

Barbara L. Schuhmann

CHAIf IAN. EX OFFICIO 
Jay Rabinowitz 

i f  Justice 
Sup. •* Court

Dear R e p r e s e n t a t i v e  Miller:

The A l aska Judicial Council and the Commission on 
Judicial Conduct, to assist the Judi ial Council in its 
evalua tion of judges up for retention, jeek to amend Sec. 2. 
AS 22.30.011(f). The proposed amendment would allow private 
repriman ds to be provided to the Judicial Council by the 
C ommi ssion on Judicial Conduct, enablin g the Council to make 
informed r e c o m m e n d a t i o n s  on questions of judicial retention.

r e a d :
Proposed that Sec. 2. AS 22.30.01 1(f) be amended to

If the c o m m i s s i o n  decides to reprimand a judge 
privately, the c o mmission shall forward the 
reprimand to the judge. A copy of the reprimand 
shall be sent to the chief justice of the supreme 
court and to the judicial c o u n c i l . A privat e 
reprimand is con. idential.

Thank you for your assistance. If I can provide any 
addition al information, please do not h e s i t a t e  to write or call.

SINCERELY,

M A R L A  N. G R E E N S T E I N  
STAFF A T T O R N E Y

MG/ jz



STATE OF ALASKA 1986 LEGISLATIVE SESSION 
FISCAL NOTE

R E Q U E S T

Bill/Resolution N o . : H B 5 6 3
Title :" A n  A c t  rela t i n g  to the duties o'f

the C o m m i s s i o n  o n  J u d i c i a l  C o n d u c t "

Revision Date :

F I S C A L  D E T A I L

Agency Affected: 

B R U : __________

Sponsor: The J u d i c i a r y  C o m m i t t e e  _ . Components :
Requestor :The Judi c i a l  C o u n c i l s  The J udicial_____________

Date of Request: 2/5/86 C o n d u c t  C o m m i s s i o n _____________

E X P E N D I T U R E S / R E V E N U E S (Thousands of Dollars)

O P E R A T I N G F Y  86 F Y  87 1 F Y  88 F Y  89 F Y  90 F Y  91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT
L A N D  &  STRUCTURES

GRANTS, CLAIMS

MISCELIANEOUS

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

C A P I T A L

R E V E N U E

F U N D I N G  : (Thousands of Dollars)

G E N E R A L F U N D  
FEDERAL FUNDS 
OTHER 
TOTAL

P O S I T I O N S  :

FULL-TIME
PART-TIME

T E M P O R A R Y

A N A L Y S I S  : Attach a separate page if necessary

This hill has no fiscal impact, as it r e q u i r e s  no  a d d i t i o n a l  o p e r a t i n g  

e x p e n d itures, f u n d i n g  o r  positions.

Prepared by:X  X <  - ^ - i d a r l a  N. G r c e n s t e i n  phQne . (907) 279-2S26

Division : Alaska J u d i c i a l  Council__________________________ Date: 3/3 / 8 6 ___________

Approved by Commissiorer: ________________________ F r a n c i s  L. B r cui so n n a m ; 5/3/86 ____________

Agency : Alaska Judi c i a l  Council__________________________

Distribution (by Agency preparing fiscal note):

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget
Impacted Agency(ies) page___L .  of 1 10/25/85



STATE OF ALASKA 1985 LEGISLATIVE SESSION 
 ____________FISCAL NOTE_______________

Revision Date:

REQUEST FISCAL DETAIL
Bi i i/kesclution No.: HB 322_______  Agency arrectc-d: Public Safety__________
Title: "...use of information from Program Category Affected:_________
fingerprints of members..AK Bar Assoc. Administration of Justice__________
Sponsor: House Judiciary_________  BRU, Program or Subprogram!s) Affected:
Requestor: House Judiciary_________  Alaska State Troopers_______________
Date of Request: 5/1/85________________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
r Y os f f tio n  8/ FY 88 FY 89 FY 90

OPERATING 1
1 00 PtttaOfJAL SERVICES
200 TRAVEL

300 CONTRACTUAL
tPO SUPPLIES

1
SO'' EQUIPMENT

1
300 LAND 4 STRUCTURES i |
TOO GRANTS, CLAIMS 1 1
300 MISCELLANEOUS

• I
TOTAL OPERATING -0- -0- -U- -o- -0-

La P i T a L  I I I

I R E V E NU E I I i i I | |

FUNDING: (Thousands of Doll a rs)
rU i.U

r EDERAL FUNDS
OTHER
TOTAL

1o
t1

o11o1 - u - - 0 -  ■

! i
1 i

1311O11o1 - 0 - - u -

rU L L -l l i l t
^ART-TIME
TEMPORARY

1 i
! 1
1 1

ANALYSIS: Attach a separate page if necessary

Prepared By: Kathy Niles__________
Division: Administrative Services

Approved
Agency:

missiiner: 1) 
ic Safety

Phone: 465-4336 
Date: "571/85----

s>

Distribution (by Agency preparing fiscal 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

note)

7/ 1/84



MEMORANDUM State of Alaska

TO:

FROM:

Mike Miller, Chair 
House J u d i c i a r y  Com mittee 
Al a s k a  State L e g i s l a t u r e

N orman C . Oorsuch 
A t t o r n e y  General

DATE:

FILE NO:

TELEPHONE NO:

SUBJECT:

By:

M a r c h  27, 1985 

377-033-85 

279-0428 

HB 125

.lnusr m .  u ' tfannot 
A s s i stant  A t t o r n e y  General 
Chief, Consum er P r o t e c t i o n  Section

A t t a c h e d  is a draft p r o p o s e d  committee substitute for 

c o n s ideration b y  the committee as requested.

L MO/mf

A ttachment

cc: Rep. Don C l o cksin
Rep. M a x  F. Gruenberg, Jr. 
Rep. Fritz P e t t yjohn  
Rep. R andy Phillips 
Rep. John Sund 
Rep. R o b i n  I,. T aylor

02-001 A IR g v . 10/70)



Section bv Section .Analysis to Iroposed 
Commit tee Substitute to M R  1 2 5 '

Prepared by: D epartment of Law
C o n sumer Protection Section 
Ilarch 27, 1985

Section 1

N e w  p aragraphs <27) and (28)

These two paragraphs are additions to the "laundry 
list" in 45.50.471(b) of specifically e numerated "unfair or d e­
ceptive acts or practices." There is little doubt that v i o­
lations of either statute referred to in paragraphs (27) and (28) 
w o u l d  already be c onsider ed "unfair methods of competition and 
unfair or deceptive acts or practices" under AS 45.50.471(a) as 
both statutes w e r e  enacted to protect consumers. In other words, 
a v i o l ation of AS 45.45.105-110 (paragraph 27) or AS '-t5.45.120 
(paragraph 28) w o u l d  be a per se violation of AS 45.50.471 (a). 
Nevertheless, it is clearer and ’ provides better notice to the 
public and the business community to specifically reference the 
two statutes in paragraphs (27) and (2.8) in AS 4 5.50.471(b).

Paragraph (27)

The u n o r d e r e d  m e r c h a n d i s e  provisions, A.S 45.45.105-110, 
were clearly enacted to protec t consumers from the unfair b u s i­
ness practice of m a i l i n g  or delivering unordered merchandise to a 
consumer then d e m a n ding p a y m e n t  for that merchandise. 
AS 45.45.110 provides that "unso licited m erchand ise received  
shall be considered an uncon ditional gift to the recipient." The 
enactment of this statute and similar ones in other states 
• grea-tly reduced this type of consumer fraud for the obvious r e a­
son if a consumer can keep the uno rd e r e d  me rcha n d i s e  or throw it 
in the trash, w i t h o u t  owing anything the the merchant - most 
businesses aren't going to send or deliver unor dered merchandise. 
The practice has not totally disappeared and some consumers spend 
time and m o n e y  in an attempt to return unordered m e rchand ise and
stop fraudulent bi llings for the merchandise.

Paragraph (28)

It is a l ready the informal opinion of the Attorney G e n­
eral that v i o l ation of AS 45.45.120 w i t h  respect to disclosure of 
funeral costs is an u n fai r or deceptive act or practice pursuant 
to A.S 45.50.471(a). AS 45.45.120 was enacted to protect c o n s u m­
ers in perhaps the m o s t  v ulne rable time of arranging for the
funeral of loved ones. The Funeral Disclosure Act merely  r e­
quires w r i t t e n  disclosures of the itemized costs of specific
funeral services listed in the act before the time of rendering 
the service or p r o v i d i n g  the merchandise.

- 1 -



Section 2

Section 2 of the bill w o u l d  clear ”p an area of ongoing 
confusion reg arding w h a t  types of bus-ness activities are exempt 
from the I'TP Act u n d e r  AS 45.50.481(1). This paragraph is in 
need of amendment b e c ause it has been a source of continued c o n­
troversy due to its "double-nega tive" language, and because of 
its (arguable) potential to exempt almost all commercial a ctiv­
ities from the U T 15 Act. Under AS 45.50.431(1), as amended by 
this bill, the UTP Act w ould not apply to acts or transactions 
w hich are regulated by other laws, on' if the other l a w : (1)
prohibits the same type of unlawful pi i c e s , does not e x­
empt iron r e g u l a t i o n  the very person who. is committing a p r o h i b­
ited act or practice, (3) proviaes a private cause of action for 
injured consumer or competitor victims, and (4> provides the 
state with adequate means to compel compliance w i t h  the statute 
and to recover resti t u t i o n  for injured parties, in the public 
i n t e r e s t .

This a m ende d exemption section recogni. es that while 
government should not duplicate regulatory efforts, the state 
also should not exempt a licensed professional or traclesperson 
from the standard of honest conduct that governs unlicensed, u n­
regulated vendors o.t a diffei*er.t type of goods or services. It 
also recognises that activity should not be exempt from the UTP 
Act. merely because the activity constitutes a crime.

This ame ndment does not cause "double regulation" of 
licensed professions or occupations, but rather acknowledges that 
"regulation" through licensure or certification by a board or 
commission is not the same type of public law enforcement p r o­
tection as that provided in the UTr Act. Although some boards 
have power to prohibi t a licensed professional from repeating 
unlawful practices in the future, most boards do not have a u t h o r­
ity to order, grant, or even seek restit u t i o n  for members of the 
public who w e r e  injured by the licensee.

A n  example of the current confusion that could occur in 
AS 45.50.481(1) w o u l d  be that an argument sould be made that B a r­
bers and Haird r e s s e r s  whose professions are regal ated in 
AS 08.13.010-220 are exempt from the UTP Act:. The licensing 
statute does not, however, address any consumer remedies or any 
enforcement of fraudulent business activities. Thus, a h a i r­
dresser could consis t e n t l y  advertise $15 hair cut prices, but 
charge each customer in the shop $75 yet refuse to cooperate in 
any enforcement efforts under the UTP Act because s/he is " r e g­
ulated" under the licensing statutes. There are no provisions in 
the UTP Act that w o u l d  attempt to regulate the quality of service

- 2 -



of tire h a i r d r e s s e r  but the UTP Act: dres prohibit dishonesty, m i s­
representations and fraud in business and provides consumer r e m­
edies .

This section of the bill w o u l d  ensure that both private 
injuries end injuries to the public interest can be corrected, 
but it doe? not set up a new "regulatory" scheme.

Suctions 3 - 6 .  Private and Class Actions for 
Consumers arc Businesses

Section 3

Section 3 of the bill amends AS 43.5.531(a) and expands 
the private and class actions that m a y  be brought by individual 
members of the public. The n e w  language is subsection (a) makes 
it clear that any person who purchases or leases any item of 
value in trace or commerce for use and not for resale (not merely 
the traditional, household or family consumer buying goods or s e r­
vices! , nay b r i n g  a private cause of action agsirst a party who 
uses an unfair trade practice which harms the purchaser or 
lessee. Thus a business concern b uying airline tickets for 
employees, or a v i l l a g e  cor poration buying office photocopier 
supplies as well as the individual who purchases an automobile 
for personal use w o u l d  have UTP Act protection. Another 
amendment to subsection 5 3 1 'a) deletes the existing clause 
s pecifying in which judicial district the injured person must 
sue. The general venue laws and rules w o u l d  apply.

Feetion 4

Section 4 of the bill amends the private class action
portion of the UTP A c t  (AS 45. 5 G . 531 (b)) to eliminate the r e­
quirement than an injured person w i shing to bring a class action 
on behalf of himself and other similarly situated persons is 
requi r e d  first to get the approval of the attorney general. Such 
a prerequisite is an unfair and perhaps u n consti tutional bartier 
to a private party's right to seek redress from the courts.

Section 5

Section 5 of the bill amends AS 45.50.531 (h), which
allows Alaska m e r c hants w h o  are found liable for damages in a 
court action under the Act to seek redress in turn from their 
m a nufactur er or supplier of merchandise. The bi'Jl amends this 
provision to enaDle a reta: .er also to seek redress from the m a n­
ufacturer cr supplier win : the retailer satisfies a customer's 
claim w i t h  ut legal act n. The retailer must give reasonable
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notice and an opportunity to satisfy the customer's claim to the 
m a n u f a c t u r e r  or supplier, but if the m a n u f a c t u r e r  or supplier 
does rot do so, the retailer would have a private cause of action 
to recover the cost of satisfying the customer.

Section 6

Section 6 of the bill amends AS 45.50.531 in a very 
important w a y  by adding a n e w  provision that a business that is 
injured by a competitor who commits an u nfair or deceptive trade 
practice has a private cause of action against the competitor. 
This cause of action may he inferred in the current UTP Act, but, 
in order to enhance the rights of private business competitors to 
guard their own place in the market against unfair competition, a 
clearly spelled out private cause ot action for the injured c o m­
petitor is needed. Businesses who often have the resources to 
pursue p r iv ate causes of action should not have to depend on 
state action to stop unfair practices by their competitors.

Sections ] - 11. Revised and Expanded Definitions 
o l Uho is Protc-cted by the ITT Act; Short Title

Section 7
Section 7 of the bill amencs AS 45.50.54], the only

section of the UTP Act where it is appropriate to restrict the
word "consumer" to r. a. a person who acquires goods or services
for personal, family, or house hold purposes (as opposed to a 
business or mu nicipal "consumer" who purchases goods for use in 
the w o r k  place]. AS 45.50.541 is concerned w i t h  the n o n - n e g o t i a­
bility  of the consumer installment contracts or "paper," such as 
the t hree-year contract signed by a consumer purchasing a health 
spa m e m b e r s h i p  or an automobile. The special protections in this 
section are n e c e ssary only for a consumer who finances tho 
traditional type of consumer purchase made for personal, family, 
or h o u s e h o l d  use. Therefore, a restrictive definition of 
" c o n s u m e r” is added to AS 45.50.541 as subsection (d'.

Section 8

Section 8 of the bill deals with a similar problem.
Presently, A? 45.50.542 contains a provision that "consumers" 
cannot w a i v e  their protections under the A.ct. To m a k e  it clear 
that this Act covers all types of customers, and not m e r e l y  a 
r e s trictiv ely defined "consumer," the. bill amends this section to 
read that a w a i v e r  by any person who is the intended beneficiary 
of the protections in the Act is contrary to public policy, and 
is void.
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Section 9

Section S' oi the bill, n e w  AS 45.50.560 provides for a 
short title by wh ich to cite AS 45.50.471 --- 45.50.561 , "The U n­
fair Trade Practices A.ct," (Normally, of course, this w o u l d  be 
the last section in the article; however, in this instance there 
is no room left after the definitio n section and b e f o r e  the ne?:t 
article begins.)

Section 10

Section 10 of the bill amends AS 45.50,561 by adding 
three definitions. The first, AS 45.50.561(10), clarifies that 
w h e n e v e r  the word "person" is used in the UTP Act, it has the 
meaning giver to it in the general deij.nition section for the 
Alaska Statues, A.S 01.10.060(7), which is

"person" includes a corporation, company, p a r t n e r­
ship, firm, association, organization, business 
trust, or society, as well as a natural person.

The second n e w  definition, A? 45.50.561(11), is a crucial c o m p o­
nent of this bill. It adds a definition of "trade or commerce" 
that affects the operative section of the entire Act. 
AS 45.50.471, w h i c h  forbids unfair or deceptive practices in "the 
conduce of trade or commerce." Recent court decisions have l i m­
ited the coverage of the UTP Act to merely the sale of "goods or 
services," which w o u l d  eliminate real property and commercial 
intangibles, such a commodity futures, from, the Act. However, it 
is the opinion of the attorney general that it was the original 
intent of the legislature to prohibit all unfair trade practices, 
not only in the sale of goods or services, but in the conduct of 
any type of "trade or commerce." The n e w  definiti on of trace or 
commerce includes not only a sale or lease, but ail 
advertisements or offers for sale, or the b a r t e r  or any other 
type of distributi on of any type of goods, services, or any type 
of property, article, commodity, or other thing of value.

This definitio n of "trade or commerce" is especially 
critical in r e v e r s i n g  the Alaska Supreme Court's rtiling that the 
UTF Act does not cover the sale of real property. State v. First 
Nat'l Bark of A n c h o r a g e , 660 P . 2d 406 (Alaska 1982). Under that 
ruling and traditional property  law, a b u i lder or developer who 
sells a piece of land w i t h  a newly built home on it, m a y  not be 
covered by the UTP Act because the house and a r g ua bly the m a t e­
rials, appliances, and b u i l d e r  services included in its c o n­
struction are considered  to be "real property."
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The court's restriction of the UTP Act to "goods cr 
services" also leaves other gaps in the public protection. For 
instarce, Alaskans are often exposed to high pressure offers to 
buy commodity futures, an item of value in trade or commerce, but 
w hich is not reg ulated by our state securities law, and arguable  
is not "goods" or "services," under the UTP Act.

Section 10 also adds, as AS 45.40.501(12), a definit ion 
of what it means for a p e rson to "willfully" • iolate the statute. 
The terra "willful" is not relevant in public actions brojght by 
the attorney general, but is the operative language that gives 
rise to triple damages in private actions brought by consumer 
victims or honest compe t i t o r  victims who use their private cause 
of action against u n f a i r  trade practices.

Section 11 of the bill repeals AS 45.50.561 (6), the 
present definition of "consumer." Section 7 of the bill adds a 
more restrictive d e f i n i t i o n  of "consumer" only to AS 45.50.541, 
concerning the n o n - n e g o t i a b i l i t y  of consumer paper, w h e r e  it is 
appropriate.
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(Cnmmissinn on tutorial 
(Cotibr \
303 K S' .cET 

ANCHORAGE, ALASKA 0950! 
264 0528

M a r c h  5, 1 9 8 6

R e p .  M . M i k e  M i l l e r  

C h a i r m a n ,  M e m b e r ,

H o u s e  J u d i c i a r y  C o m m i e  t e e  

P o u c h  V , M a i l  S t o p  3 1 0 0  

J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  1IB 5 6 3  

D e a r  R e p r e s e n t a t i v e  M i l l e r :

T h e  p r o p o s e d  l a n g u a g e  in H B  5 6 3  w a s  c o n s i d e r e d  by

t h e  C o m m ! s s i o n  o n  J u d i c i a l  C o n d u c t  a t  i t s  J a n u a r y  1 9 8 6

m e e t i n g .  T h e  C o m m i s s i o n  is s e n s i t i v e  to t h e  n e e d  o f  t h e

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

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

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

t h e  S u p r e m e  C o u r t .  P r e s e n t l y ,  o n l y  t h e  S u p r e m e  C o u r t  

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

T h e  C o m m i s s i o n  o n  J u d i c i a l  C o n d u c t  m a y  t a k e  o n e  o r  

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

d i s c i p l i n e  m a t t e r s :

Commj.£S^_i o n_C£j__t £c_i£m

- C o u n s e l i n g  s h o r t  o f  A d m o n i s h m e n t

- P r i v a t e  A d m o n i s h m e n t

- P r i v a t e  R e p r i m a n d

- P u b l i c  R e p r i m a n d
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R e c o m m e n d _ S u £ £ e m e _ C o u £ t ^ _ C £ i . £ î c i_£m

- P r i v a t e  C e n s u r e  b y  S u p r e m e  C o u r t  

- P u b l i c  C e n s u r e  b y  S u p r e m e  C o u r t

R e c o m m e  n d _ S  u £ £ e m e _ C o  u£it _ D  j_s^£2_£^j_n e

- S u s p e n s  i o n  

- R e m o v a l  f r o m  O f f i c e

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

in t h e  n a t u r e  o f  a d v i c e  o r  c o n s t r u c t i v e  c r i t i c i s m .  A 

r e p r i m a n d  is t h e  l o w e s t  l e v e l  of C o m m i s s i o n  a c t i o n  w h i c h  

c o u l d  be c o n s i d e r e d  a s i g n i f i c a n t  s a n c t i o n ,  as  is e v i d e n c e d  

by  t h e  r e q u i r e m e n t  t h a t  t h e  S u p r e m e  C o u r t  r e c e i v e  a c o p y  of  

a r e p r i m a n d .  T h e  p r o p o s e d  l e g i s l a t i o n  ( H B 5 6 3 )  w o u l d  g r a n t  

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

t h e  S u p r e m e  C o u r t .

T h e  m o r e  s e r i o u s  s a n c t i o n s  o f  c e n s u r e ,  s u s p e n s i o n  

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

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

C o n d u c t .  T h e  C o m m i s s i o n ' s  r e c o m m e n d a t i o n  is p r e c e d e d  b y  a 

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

C o m m i s s i o n  h a s  a g r e e d  to p r o v i d e  a c o p y  o f  sucri c h a r g e s  to 

t h e  J u d i c i a l  C o u n c i l  w h e n  t h e y  a r e  i s s u e d .

H B 5 6 3  a s  p r e s e n t l y  d r a f t e d  s h o u l d  n o t  h a v e  a 

s i g n i f i c a n t  f i s c a l  i m p a c t  o n  t h e  C o m m i s s i o n ' s  o p e r a t i o n s .  

H o w e v e r ,  if d i s c l o s u r e  w e r e  e x t e n d e d  to m a t t e r s  t h a t  a r e  

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

J u d i c i a l  C o u n c i l  w e r e  r e q u i r e d  to  p u b l i s h  p r i v a t e  

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

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

p o t e n t i a l l y  c a r e e r - t h r e a t e n i n g ,  w e  c a n  e x p e c t  t h a t  j u d g e s  

w i l l  be r e p r e s e n t e d  b y  a t t o r n e y s ,  at s t a t e  e x p e n s e ,  at t h e  

e a r l i e s t  s t a g e s  o f  t h e  C o m m i s s i o n ' s  i n v e s t i g a t i o n .  T h e  

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

H B 5 6 3 , as d r a f t e d ,  p r o v i d e s  u s e f u l  i n f o r m a t i o n  to 

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

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

C o n d u c t  .

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

S i n c e r e l y ,

F r a n k  F l a v i n  

E x e c u t i v e  D i r e c t o r
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RE: H o u s e  Bill 563
"An Act relating to the D u t i e s  of the C o m m i s s i o n  on 
J u d i c i a l  Conduct"

D e a r  R e p r e s e n t a t i v e  M i l l e r :

E n c l o s e d  p l e a s e  find a zero fiscal note for the 
J u d i c i a l  C o u n c i l  on H.B. 563. The C o u n c i l  r e q u e s t s  your
f a v o r a b l e  c o n s i d e r a t i o n  o f  this p r o p o s e d  legi s l a t i o n .

This pr o p o s e d  a m e n d m e n t  wi l l  e n a b l e  the J u d i c i a l  
C o n d u c t  C o m m i s s i o n  to p r o v i d e  the J u d i c i a l  C o u ncil wi t h  a c c e s s
to p r i v a t e  r e p rimands i s s u e d  by the C o mmission. This
i n f o r m a t i o n  will be u t i l i z e d  by the C o u n c i l  in p e r f o r m i n g  its
m a n d a t e d  f u n c t i o n s  of e v a l u a t i n g  e a c h  j u dge or j u s tice s t a n d i n g  
for r e t e n t i o n  e l ection (AS 1 5 . 5 8 . 0 5 0 ) .

Currently, the J u d i c i a l  C o u n c i l  b a s e s  its e v a l u a t i o n s  
on: (1) s u r v e y s  of all a c t i v e  m e m b e r s  of the A l a s k a  Bar
A s s o c i a t i o n  and all s t a t e  p e a c e  o f f i c e r s  and all p r o b a t i o n
o f f i c e r s ;  (2) narrative q u e s t i o n n a i r e s  s u b m i t t e d  by c o u n s e l  who 
ha v e  a p p e a r e d  before e a c h  j u dge or j u s t i c e  d u r i n g  t h e i r  term; 
and (3) p e r s o n a l  q u e s t i o n n a i r e s  filled out by the judg e s .  The
C o u n c i l  also reviews health, credit, c r i m i n a l ,  civil, j u d i c i a l  
d i s c i p l i n e  and Alaska P u b l i c  O f f i c e s  C o m m i s s i o n  records.
U n d e r  c u r r e n t  law, t' e C o u n c i l ' s  a c c e s s  to j u d i c i a l  d i s c i p l i n e  
r e c o r d s  is limited to t h o s e  t h a t  are c o n s i d e r e d  public re c o r d s ,
i.e., w h e r e  formal c h a r g e s  and p u b l i c  s a n c t i o n s  h a v e  b e e n
i m posed. S i n c e  private r e p r i m a n d s  are formal s a n c t i o n s  that
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are not made public, the J u d i c i a l  C o u n c i l  is not aware of t h e i r

r e p r i m a n d  may be relevant to a j u d g e ' s  fitness to be r e t a i n e d  
in o f f ice. Th o u g h  not s e r i o u s  e n o u g h  to w a r r a n t  a p u b l i c  
s a n c t i o n ,  such m i s c o n d u c t  s h o u l d  be a v a i l a b l e  to the J u d i c i a l  
C o u n c i l  to c o n s i d e r  in c o n j u n c t i o n  w i t h  the o t h e r  i n f o r m a t i o n  
it r e c e i v e s  when r e c o m m e n d i n g  w h e t h e r  a j u d g e  s h o u l d  be 
r e t a i n e d  in office. By r e c e i v i n g  p r i v a t e  reprimands, the 
J u d i c i a l  C o u n c i l  will be a b l e  to f o r m u l a t e  i n f o r m e d  o p i n i o n s  as 
to judges' q u a l i f i c a t i o n s .

of the e x i s t e n c e  of p r i v a t e  r e p r i m a n d s .  The p r o p o s e d  a m e n d m e n t  
to AS 2 2 . 3 0 . 0 1 1 ( f )  will s t r i k e  an e f f e c t i v e  b a l a n c e  b e t w e e n  the 
p r i v a c y  i n t e r e s t s  of the j u d g e  and the p u b l i c ' s  need for 
r e l i a b l e  i n f o r m a t i o n  on w h i c h  to ba s e  i n f o r m e d  d e c i s i o n s  in 
j u d i c i a l  r e t e n t i o n  ele c t i o n s .

T h a n k  you for t h e  o p p o r t u n i t y  t'i submit w r i t t e n  
t e s t i m o n y  on th i s  matter. P l e a s e  let us kn o w  if you h a v e  
q u e s t i o n s  r e g a r d i n g  the C o u n c i l ' s  p o s i t i o n  on this l e g i s l a t i o n .

is s u a n c e .  J u d i c i a l  m i s c o n d u c t  that w a r r a n t s  a p r i v a t e

The J udicial C o u n c i l  will m a i n t a i n  the c o n f i d e n t i a l i t y

S i n c e r e l y

F R A N C I S  L. B R E M S O N  
E X E C U T I V E  D I R E C T O R

E n c l o s u r e

c c : F r a n k  Flavin, C o m m i s s i o n  on J u d i c i a l  C o n d u c t
Ha y d e n  K a d e n
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DEPARTM ENT OF LAW
OFFICE OF A TTORNF.Y GENERAL 

CONSUMER PROTECTION SECTION
February 21, 1985

STATE COURTHOUSE ROOM . 
P O  BOX fj /l  
VALDEZ ALASKA 99686 
PHONE (SOT) RSP-7AS2Ho n o rable M. H i k e  Miller 

Chairman
House J u d i ciary Committee 
House of Representatives 
Pouch V
Juneau, A laska 99811

Dear Repre s e n t a t i v e  Miller:

D uring the House J u d i c i a r y  Committee hearing on 
F e b r u a r y  8, 1985, on I1B 125, R epresent atives Pettyjohn and 
Gruenberg req uested a listing of the current litigation cases in 
the Consumer Protection. Sectio n of the Department of Law. I have 
e n c losed that information for the committee's use. In the 
listing we included all litigation cases that w e r e  opened or 
closed during this fiscal year to date w i t h  a very brief summary 
about the cases. We hope "this information is useful to y o u  and 
the committee members. If we can provide any further information 
pi rase don't hesitate to contact us.

S i n c e r e l y ,

N O R M A N  C. GORSUCH 
A T T O R N E Y  G E NE RAL

By: / sv̂ CL(l 1 y/
Linda M. O'Bannon 
A s s i stant Attorney General 
Chief, Consumer Protection 
Section

LMO/ssr 
E n e l .
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SUMMARY OF CASES OPENED, PENDING,
OP. CLOSED D URING FY 85 

Consumer Pro tection Section 
Depart ment of Law

State v. M arvi n L. Hanson 122-679-83

The defendant in this case, a surveyor, allegedly obtained 
advance payments from some 70 consumers to survey fishing 
set net sites in the Bristol Bay area and then failed to 
complete the w orked promised. This impeded the consumers' 
efforts to get state shore fishery leases for their sites.
The case is still pending, but after long delays the 
defendant has recently made substantial progress toward 
completing the surveys.

State v. MD Associates, Inc. and 
D onal d Burke 122-741-83

The State brought this a ct ion against a California c o r p­
oration  and its local distri b u t o r  w h o  m a n u f a c t u r e d  and 
distribu ted an imitation m i l k  beverage, M D A  Farms. The 
State alleged that m i s r e p r e s e n t a t i o n s  were made about the 
n utritional  properties of the imitation m i l k  product in 
comparison w i t h  real milk. The State also alleged 
misre p r e s e n t a t i o n s  concerning the cost savings of the 
product. Allegations w e r e  also made about defendants 
m u lti -level marketings plan. The State and the defendants 
entered into a consent judgment and injunction w h i c h  was 
approved by the court. The defendants agreed to pay the 
State a total of $5000 in penalties, costs and attorney's 
fees, and agreed to an injunc tion prohib i t i n g  certain 
a ctivities in future conduct and p r o v i d i n g  consumer 
r estit u t i o n  in the form of refunds to purchasers of the 
p r o d u c t .

State v. Nugget Properties
d/b/a Brigantine Bay, Willi am
Lange, Ted Hanson, et al. 122-761-84

The State sued the developers of a timeshare project located 
near Seward, A l aska for various misrep r e s e n t a t i o n s  in the 
sale of timeshares. These m i s r e p r e s e n t a t i o n s  included 
information given to persons solicited to attend timeshare 
presentations as w e l l  as persons w h o  actually attended and 
p u r c hased timeshares.

The defendants and the State entered  into a consent judgment  
and injunction appro ved by the court w h i c h  p r o vid ed for a 
payment of $25,000 in penalties, costs and attorney's fees 
to*the State. Consumers w h o  had relied on the defendant's 
misrepr esentations  in the purch ase of timeshare units at 
B rigantine Bay were offered r e s t i t u t i o n  pursuant to the 
consent judgment.



State v. John Jarrett
d/b/a K e n n e l l y  and Associates,
Inc. 122-486-85

This case involves a contracto r who used an illegal 
p r e - p r i n t e d  form contract from the State of Wa shin g t o n  to 
contract w i t h  A l aska n consumers. Alaska's door-t o-door  
s olicitation statute allows a consumer five busines s days in 
w h i c h  to cancel or revoke an offer to purchase. The 
defendant's contract stated a three day cance llation period. 
Further the defendant contracted w i t h  several A l askan  
consumers, receive consumer down payments and in some 
cases, payments in full for the w o r k  to be done and n e v e r  
performed the work. One Alask an consumer paid $10,000 to 
the defendant and tr date has not seen or heard from h i m  
again. In several cases in Fairbanks, this same contractor 
re c ei ved full payment from consumers and failed tc pay the 
supplier. The supplier sent "notice of right to lien" to 
these consumers forcing these consumers to hire a ttorneys to 
protect  their homes from liens. Another consumer p a i d  to 
have w o r k  completed on t/eir home and the w o r k  was not done 
in a prof essional m a n n e r  and some of the w o r k  agreed upon 
w as not done at all. The consumer used his home as 
collateral for a loan from the contractor to do the w o r k  and 
the contr actor has since assigned that deed of trust to a 
third party. The consumer can not n o w  stop paying for the 
w o r k  that was  not done for fear that the third p arty will 
foreclose or. his home. We have just recently obtained 
service and are awaiting defendant's answer. Defendant is 
b e l i eved to be n o w  residing in Louisiana.

State v. Brunner J22-122-8?

This litigation involves m i s r epresenta tions made to 
consumers who hired defendants for guided hunti ng in Alaska.

State v. George Smith
d/b/a A  and M  Associates 122-420-84

The State filed this action against the defendant tax 
p r e p arer after he did not return to his b usiness premises 
after April 16, 1983. Defendant had taken consumer deposits 
for tax p repara tion work. Not only did consumer tax returns 
not get filed by defendant as promised but consumers could 
not o bt ain their tax records in order to complete their tax 
p repa ration or have another tax preparer complete their tax 
preparation. There was a court heari ng in this case and the 
court ente red a prel im i n a r y  order requi ring the defendant to



give notice to all his clients as to his p r esent location 
and h o w  they could go about obtaining their tax documents.
In addition certain consumer deposits w e r e  o r dered  to La 
refunded. No time has been set for an action on a perm anent 
injunction. The case is still pending but apparent c o m­
pliance w i t h  the court's order and each of further v i o l a­
tions suggests the case m a y  be closed w i thout  requirement of 
actually going to trial.

State v. A m e ric an Home Furnishings,
Olympus Waterbed, Mike Ryan,
Mitche ll Ryan, Valley Home
Furnishings, American W a t e r b e d s ,
et al. 122-687-84

The State filed this action to halt false ad vert i s i n g  claims 
made by defendants in their various going o ut-of-bus iness 
sales. It was alleged that defendants mo ved m e r c h a n d i s e  
from location to location during the sales. F u rther it was 
alleged that advertising of going o ut-of-bus iness sales was 
deceptive because although the various stores w e r e  own ed by 
the same pe rson their different names suggested they w e r e  in 
competition with each other, coupled w i t h  the fact that 
rather than actually having a going o u t - o f -business sale 
that w o u l d  liquidate the entire stock of a p a r t i c u l a r  retail 
outlet the stock was just tr .sferred from location to 
location. Defendants entercc into a consent judgment with 
the State and agreed to pay the State $5000 in costs, 
attorney's fees and penalties.

State v. A l a s k a  Towing and
Wreckin g 122-917-84

The State and Alaska Towing and W r e c k i n g  entered into an 
Assura nce of V oluntary Compliance w h i c h  was a p p rov ed by the 
court. Al aska Towing and W r e c k i n g  agreed to r e frain from 
asserting any lien rights not granted them by statute. By 
statute A laska  Towing and Wrecking is entitled  to a lien on 
a m otor v e hicle for tnwir.g and storage charges. Alaska 
Towing and W r e ckin g h a d  been implying that they a l s . h a d  a 
lien for other charges such as a Department  of Moto r Vehicl 
title or ownership search or other a d m i ni strative costs.

State v. Saleh, Baghdadi,
and Enus d/b/a National
Chemical Co. 122-089-85

The defendant and the State of Alaska entered into a



Voluntary Assur ance which was approved by the court. 
Defendants w e r e  selling a home cleaning fluid for 
approxima tely $68 per gallon. Defendants agreed to comply 
w i t h  Alaska's door-to-doo r sales law and to refrain from 
m i s r e p r e s e n t a t i o n s  about the product in the future as well 
as pay the State $1000 in investigative costs. Further 
defendants agreed not to represent that the cleaning fluid 
was safe around food and food preparation areas.

State v. Mary O ' B r a n n o n
d/b/a Alaska D i r e ctory
Service, Inc. 1.7.2-209-85

The State of A l as ka and the defendant entered into an 
Assurance of Voluntar}/' Compliance in w h i c h  she agreed to 
return consumer busin e s s  deposits for a d verti sing in a 
telephone directory that was never published.

State v. United Financial
Incentives 172.-735-85

The State sued this Pennsylvania corporation for operation 
of a chain referral sales plan whic h is a violation of the 
Unfair Trade Practices Act. The plan was the United 
Financial Incentives Grocery Tape Purchase Plan. The 
defendant offered distributorships promising $20,000 per 
m o n t h  income for collecting grocery tape receipts. D e­
fendant: entered into an Assurance of V o l u ntary  Compliance 
w i t h  the State, agreeing not to conduct a chain referral or 
chain distribut or plan in Alaska and to pay the State $1000 
in costs and investigative fees. The corporation ultimately 
went out of business.

State v. Alaska Financial 
and Insurance Co. d/b/a 
Stepp Brothers Lincoln/
Mercury 122-959-84

This Assuranc of Vol untary Compliance entered into by the 
State of A l a s k a  and Michal D. Stepp, president, on June 4, 
1984, requires the defendant to conduct r e possess ion sales 
in a " c o m m ercially reasonable manner". It had b e e n  alleged 
previousl y that in the course of r e posse ssing vehicles, for 
w h a t e v e r  reason, defendant had not followed the standards 
set out b y  federal or state law in regards to notice  
provisions and timeframes w i t h i n  w h i c h  the dispossessed 
owner w o u l d  have an o p portuni ty to redeem. Further it was 
alleged that defendant did not have a public sale w h ereby it 
sold the r e p o s s e s s e d  v e h icle to the highest b i d d e r  as 
require d b y  law.



State v. Northwest Trade
Corporation 122-383-80

Thr's case involved a health club w hich  rented temporary 
quarters and b e g a n  a advertisement campaign to stimulate the 
purchase of memberships. After a large n umber of 
memberships w e r e  sold in the Anchorage area, the Northwest 
Trade Cor por a t i o n  closed its diors w i t h  the m o n e y  and did 
not re-open. This has been indicative of a number of 
national health clubs which w i l l  open temporary branches, 
obtain m oney  and then close their doors claiming they are 
going out of business. In the case of Northwest Trade 
Corporation w e  w e r e  unable to obtain restitution  for all 
consumers involved.

State v. David Pillott et al. 122-740-83

This case involved an outside distributor w h o  bepan 
a dvertising N ecchi  sewing machines for sale. Alaska lav/, 
federal law, and Alaska Retail Advertising Regulations state 
that you cannot m i s r e p r e s e n t  the. price of goods, the 
manufa cturer's suggested retail price, or the regular price 
ir an effort to m i slead consumers into thinking they are 
buying at a disco u n t e d  price. The defendant adver tised that 
the sewing machi n e s  w e r e  regularly sold at $729 and $629 and 
that he was o f f erin g them for sale for $399 and $299 
respectively. The truth of the m a t t e r  was that these sewing 
machines cost substantiall y less than the pri ce for which 
they were b e i n g  sold and w e r e  not w o r t h  near the $629 and 
S729 as stated in the advertisement. Further defendant
indicated that it was a public sale and that these were
"unclaimed school orders" and "must be sold" creating the 
impression of special or circumstances forcing a sale when  
in fact this w a s  not the case. Consumers w e r e  m i s l e a d  and 
deceived into thinking that they were b uyi ng a certain 
quality sewing m a chine when in fact they w e r e  b u y i n g  a
lesser quality sewing machine. The State o b t ain ed
injunctive relief and civil penalties in the amount of $500.

State v. Capetti d/b/a
Capetti and A ssociat es 122-258-85

This case involved a concert promoter who scheduled a 
p r ogr am for the Sullivan Arena. Whe n he saw that the 
attendance was n o t  going to be as he h oped It w o u l d  be, he 
cancelled the show but failed to refund m o n e y  to consumers. 
He had received app rox i m a t e l y  $9000 from consumers and 
consumers w e r e  un able to contact h im for refunds. Alaska



law re quires a concert promoter to r efu nd m o n e y  w i t h i n  10 
days after the ^ ite of a program w h i c h  has been cancelled 
and also to plac on the tickets an address w h e r e  the 
promote r can be leached for refunds. The concert promoter 
in this case failvd to provide consumers w i t h  the neces sary  
information for refunds and failed to refund monies to 
consumers. The State obtained an Assu r a n c e  of Vol untary 
Compliance and full refunds for all consumers.
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TO:
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House Bill 125 and Alaska Pule of 
Civil Procedure 89

Representative M. Mike K iller  
Chairman, House Judiciary Committee

T h ere sa L. Bannister -yb 
legislative Counsel

You have r equested the following:

1. an opinion w h ether Section 1 of HB 125 conflicts 
with Alaska Rule of Civil Procedure 89 and h o w  a 
conflict should be addressed in the bill; and

2. a draft of n e w  language for Civil Pule 89 c o n f o r m­
ing it to HB 125.

From my r e v i e w  of the pertinent authorities, it is my 
opinion that the ability to apply for pre-judgment a t t a c h­
ment of p r o perty is a m att er of substance rattier then a 
matter of procedure. " [S]ubstantive law creates, defines 
and regulates rights, while procedural law prescribes the 
m e t h o d  of enforcing the rights." Ware v. City of A n c h o rage, 
A39 P . 2d 793, 794 (Alaska, 1968). T h e  remedy of 
pre-judgment attach ment gives the p l a i n tiff a substantial 
right, that of preven t i n g  the defendant from exercising 
defendant's normal rights over its p r o per ty during the 
pendancy cf the action. The court in Nolan v. Sea 
Air m o t iv e , I n c . , 627 P . 2d 1C35, 1042-43 (Alaska 1981), tised 
as the criteria for distinguishing between proce dure and 
substance, whether the matter was more relate d to judicial 
rule-making power or to the making of public policy. The 
right of one p arty in a court action to restrict the other 
party's use of its property during the action appears to me 
to be a m atter of polic y to be set by the legislature rather 
than a rule of procedure to be set by the court system. It 
creates a n e w  right in one p arty and removes a right in the 
other party.



R ep re se nt at i ve  K. Kike Miller
February 13, 1985
Page 2

The basic authority to seek pre-judgment attachment comes 
from AS 0 9 . 4 0 . 0 1 0 ( a ) . That statute lists the areas in which 
the remedy is available. In addition to contract matters,
AS 0 9 . A O . 0 1 0(a) gives the remedy to a state in the c o l­
lection of its state "axes or license fees. The source of 
the remedy is statute, not court rule. Civil Pule 89 sets 
up the procedure for obtaining the remedy.

With regard to the relationship between § 1 of the bill and 
Civil Pule 89, it is m y  opinion that Section 1 of the bill 
does not conflict w i t h  Civil Rule 89. Part (a) of civil 
Rule 89 indicates that the right of p r e -judgm ent attachment 
given in AS 0 9 . 4 0 . 0 1 G - 110 is to be p u rsued in accordance 
with the provisions of Civil Rule 89. In other words, the 
substantive m a t t e r  in the statute is to be handled by the 
procedure in the rule.

The addition, of another cause of action that is entitled to 
seek pro- judgment attachment relief, to AS 09.40.010 cannot 
r^fl'ict with the rule as it is n o w  worded. Part ( b ) ( 1 ) - (3) 
of Civil Rule 39 apparently was designed only for the 
contracts p o r ti on of AS 09.40.010, since it does net apply 
to state taxes or license fees, the Pule could use some 
re-working, and the court system m a y  want to do so, but it 
is unneces sary for the legislature to r e - w r i t e  it because of 
KB 125. R e-wri t i n g  the problematical language of Civil Rule 
89 (b) (l)-(3) may also create a p r o b l e m  w i t h  A r ticle IV, 
Section 15 of the A lask a Constitution. Since Part (b) 
establishes the form arid contents of a document to be 
submitted for the relief, it is very poss ible that it would  
be held to constitute a rule for the internal administra tion  
of the court and, therefore, net available for amendment by 
the legislature.

Tn light of the above, I have not re-w o r k e d  the court rule. 
However, if you still w i s h  that to be done, p l e a s e  so 
a d v i s e .

T L B :oib 
Jll/083
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HB582 - "An Act relating to multiple convictions for propelled vehicle 
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Our interpretation of the intent of this legislation is lessen the impact 
of the multiple convictions statute ( AS 11.46.484 (c) ).
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Ve rsion #2 
L a u t e r b a c h  
4/21/86

Original sponsors: Sund, M.M.Miller,
Hurley, et al

IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL NO. 589 (Judiciary)

IN THE L EGIS LATURE OF THE STATE OF ALASKA 

FOURTEEN TH LEG ISL A T U R E  - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to disabi lity insurance; and p r o v i d­

ing for an effective date."

BE IT ENACTED BY THE LEGISL A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 21 it amended by adding a n e w  chapter to read:

C H APT ER 55. STATE DISABILITY INSURANCE.
3

ARTICLE 1. C O M P R E H E N S I V E  DISABILITY INSURANCE ASSOCIATION.

Sec. 21.55.010. CREATION; MEMBERSHIP. There is establis hed a 

nonprofit incorpo rated legal entity to be k nown as the Comprehensive 

Disability Insurance Association. Membe r s h i p  consists of all licensed 

hospital or m e dical service corporations in the state that offer

subscriber contracts for m ajor medical coverage and all insurers 

licensed to transact disability insurance in the state that offer

policies for m a j o r  medical coverage on an expense incurred basis. All

members shall m a i n t a i n  member s h i p  in the associ a t i o n  as a condition of 

doing disability insurance business, or being able to offer subscriber 

contracts, in the state.
/

Sec. 21.55.020. BOARD OF DIRECTORS; ORGANIZATION. The b o a r d  of 

directors of the a ssociation shall be m a d e  up of seven individuals

j
selected by p artic i p a t i n g  members, subject to approval by the director ' 

of the division of insurance. The director or the director's designee 

shall serve as a n o n v o t i n g  ex officio m e m b e r  of the board. In d e t e r­

mining v otin g rights at members' meetings, a m e m b e r  is entitled to

V O  1"P  i n  n p r c n n  n r  n r n v u  T V .«•» — i  "> i—  -   J - 1 ■ » ------------  *--------------*-----------------------
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coverage on an expense incurred basis, or the m e m b e r ' s  subscri ber  

fees, derived from or on b e h a l f  of state residents in the previous 

calendar year, as d e t e r m i n e d  by the director. In a p p r o v i n g  m e m b e r s  of 

the board, the director shall consider, among other things, w h e t h e r  

all types of p a r t i c i o a t i n g  m e m bers are fairly represented. M e m be rs of

the b o a r d  other than the d i r e c t o r  or the director's designee m a y  be

reimbu r s e d  from the a s s o c i a t i o n  for expenses incurred by th em as

members, but m a y  not otherw ise be c ompensat ed by the a s s o c i a t i o n  for 

their services. The costs of c o n d u c t i n g  meet ings of the a s s o c i a t i o n  

and its board of directors shall be borne  by m e mbers of the a s s o c i a­

tion .

Sec. 21.55.030. G E N E R A L  POWERS. The association m a y

(1) ex ercise the powers g r a n t e d  to insurers u n d e r  the laws 

of the state;

(2) sue or be sued;

(3) enter into contracts w i t h  insurers, s i milar a s s o c i a­

tions in othGr states, or w i t h  other persons for the p e r f o r m a n c e  of 

a dministrat ive functions;

(4) e s t a b l i s h  a d m i n i s t r a t i v e  and a ccounting  p r o c e d u r e s  for 

the o p e r ation of the association.

Sec. 21.55.040. P L A N  OF OPERATI ON. (a) The a s s o c i a t i o n  shall 

submit to the director a plan of o p e r a t i o n  and any amen d m e n t s  n e c e s­

sary or suitable to assure the fair, reasonable, and equi t a b l e  a d m i n­

istration of the association. The p l a n  of o p e r ation  and amendments 

become effective upon appr oval in w r i t i n g  by the director. If the' 

a s soc iation fails to submit a s u i t a b l e  p l a n  of o p e r a t i o n  by a date 

that is 180 days after the e f f e c t i v e  date of this Act, or if at any 

subsequent time the a s s o c i a t i o n  fails to submit suitable am endm e n t s  to
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regulations n e c e s s a r y  or a d v i s a b l e  to effectuate the provisions of 

this chapter. These r e g u l a t i o n s  shall continue in force until m o d­

ified by the director or s u p e r s e d e d  by a plan submitted by the a s s o­

ciation and approved by the director.

(b) All members of the a s s o c i a t i o n  shall comply w i t h  the plan of 

o p e r a t i o n .

(c) The plan of o p e r a t i o n  shall

(1) es tablish the p r o c e d u r e s  w h e r e b y  all the powers and

duties of the a s sociation u n d e r  this chapter will be performed;

(2) establish p r o c e d u r e s  for h a n dlin g assets of the a s s o­

ciation ;

(3) establish the a m o u n t  and m e t h o d  of r e i m b u r s i n g  members 

of the board of directors u n d e r  AS 21.55.020;

(4) establish r e g u l a r  places and times for meetings of the 

board of directors;

(5) establ ish p r o c e d u r e s  for records to be kept of all

financial transactions of the association, its agents, and the board 

of directors;

(6) provide that any m e m b e r  insurer a g g r i e v e d  b y  a final 

action or decision of the a s s o c i a t i o n  m a y  appeal to the director 

w i t h i n  30 days after the a c t i o n  or dec'sion;

(7) establ ish the procedure., w h e r e b y  selections for the

board of directors w i l l  be s u b m i t t e d  to the director;

(8) contain a d d i t i o n a l  provis i o n s  n e c e s s a r y  or p r o p e r  for 

the execut ion of the powers and duties of the association.

Sec. 21.55.050. A D M I N I S T R A T I V E  P R O C E D U R E  ACT. The association  

is exempt from the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62).

Sec. 21.55.060. T A X  E XEMPTION. The associ a t i o n  is exempt from
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1 political sub divisions except taxes levied on real or personal proper-

2 ty.

3 A R T I C L E  2. STATE D I S A B I L I T Y  INSURANCE PLANS.

4 Sec. 21.55.100. TYPES OF INSURANCE PLANS. (a) The association

5 shall make available  to r e s i d e n t s  w h o  are h i g h  risks an individual

6 state plan of d isability insurance. The association shall offer three

7 a lternatives r e l at ed to d e d u c t i b l e s  as des cribed in AS 21.55.120.

3 (b) The ass oci a t i o n  shall make available to residents w h o  are

9 high risks and 65 years of age or older a m e d i c a r e  supplement plan

that m eets the m i n i m u m  p o l i c y  standards and m i n i m u m  benefit standards

e stabl i s h e d  by reg ula t i o n s  a d o p t e d  by the director u nde r AS 21.89.060.

(c) The a s socia tion m a y  not deny coverage under a state p l a n  to 

a r e s i dent w h o  satisfies the r e q u i r e m e n t s  of AS 21.55.300 - 21.55.310. 

The assoc i a t i o n  shall d e t e rmine w u e t h e r  a person is a high risk in 

accord ance w i t h  AS 21.55.500(9) and the director's regulations.
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standard bene fits of a d i s a b i l i t y  insurance plan offe red unde r AS 21.- 

55.100(a) shall be b e n e fits w i t h  a lifetime m a x i m u m  of $1,000,000 per 

individual, for usual, customary, reasonable, or prevailing charges 

or, w h e n  applicable, the a l l o w a n c e  agreed upon  b e t w e e n  a p r o v i d e r  and 

the w r i t i n g  carrier for charges, for the following m e dic al services 

p e r f o r m e d  for an individual c o v e r e d  by the plan for the diagnosi s or 

treatment of n o n o c c u p a t i o n a l  disease  or n o n o c c upation al injury:

(1) hospi t a l  services;

(2) subject to the limitations  of AS 21.36.090(d). p r o f e s­

sional services that are r e n d e r e d  by a physi c i a n  or by a r egi stered  

r.urse at the p hy sician's direction, other than services for m e n t a l  or
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(3) the diagnosis or treatment of m e n t a l  conditions, as 

defined  in r egu lations of the director, rendered d uring the year on 

other than an inpatient basis, up to a yearly m a x i m u m  benefit of 

$*,000;

(A) legend drugs requiring a physicia n's prescription;

(5) services of a skilled n u r s i n g  facility for not more 

than 120 days in a p o l ' c y  year;

(6) home h e a l t h  agency services up to a m a x i m u m  of 270 

visits in a calendar year if the services commence w i t h i n  seven days 

follow ing confinement in a hospital or skilled n u r s i n g  facility of at 

least three consecutive days for the same condition, except that in 

the case of an individual diagnosed by a p h y s ici an as terminally ill 

w i t h  a prognosis of six months or less to live, the home health agency 

services m a y  commence irrespective of w h e t h e r  the covered person was 

p r e v i o u s l y  confined or, if the covered  person was confined, i r r e s p e c­

tive of the seven-day period, and the yearly b e n e f  or medical 

social services m a y  not exceed $200;

(7) h o s pice services for up to six m o n t h s  ir> a calendar

y e a r ;

(8) use of r a d i u m  or other rad ioa c t i v e  materials;

(9) outpatient chemotherapy;

(10) oxygen;

(11) anesthetics;

(12) n o n d ental  prosthesis and m a x i l l o - f a c i a l  prosthesis used 

replace any anatomic structure lost during treatment for head and

n e c k  tumors or additional appliances esse ntial for the support of the 

p r o s t h e s i s ;

(13) rental, or purchase if purchase is more cost effective



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

TO

W O R K  DRAFT WO RK  DRAFT W O R K  DRAFT

the absence of the condition for which it was prescribed;

(1A) diagnostic x-rays and laboratory tests;

(15) oral surgery for excision of p a r t i a l l y  or completely 

u nerupted impacted teeth or excision of a tooth root w i t h o u t  the 

e xtraction of the entire tooth;

(16) services of a licensed physical therapist rendered 

under the direction of a physician;

(17) transpo rtation by a local ambulance operat ed by l icen­

sed or certified personnel to the nearest health care inst it u t i o n  for 

treatment of the illness or injury and round trip t r a n s p o r t a t i o n  by 

air to the nearest h e a l t h  care institution for treatment of the ill­

ness or injury if the treatment is not available locally; if the

patient is a child und er 12 years of age, the t ransp o r t a t i o n  charges

of a parent or legal g u a r d i a n  accompanying the child m a y  be paid if 

the attending p hysi c i a n  certifies the need for the accompaniment;

(13) confinem ent in a licensed or certified facility e s t a b­

lished p r i m ar ily for the treatment of alcohol or drug abuse or in a 

part of a h o s pital used p r i m a r i l y  for this treatment, for a pe riod of 

at least A5 days w i t h i n  any calendar year;

(19) alternatives to inpatient services as defined by the

association in the state plan benefits;

(20) second surgical opinions;

(21) other services that are m e d i c a l l y  n e c e s s a r y  in the

treatment or diagnosis of an illness or injury as m a y  be d e s i g n a t e d  or 

approved by the director.

Sec. 21.55.120. D E D U C T I B L E S  ANT COPAYMENTS. (a) A  state plan 

other than a me dicare supplement  plan  may require de ductibles of $200 

a person $500 a person, or $1,000 a person. The amount of the deduc-
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basis than when that service is offe red on an inpatient basis. E x­

penses incurred during the last three months of a calendar  year and 

actually applied to an individual's deductible for that year shall 

also be applied to that individual's deductible in the following 

calendar year. The $200 maximum, the $500 maximum, and the $1,000 

m a x i m u m  may be adjusted yearly to correspond w i t h  the change in the 

m e dic al care component of the consumer price index, as a d j u sted by the 

director. The base year for the computation shall be the fi^st full 

calendar year of operation of the association.

(b) A state plan other than a medicare supple m e n t  plan shall 

require a m a ximum copayment of 20 percent for charges for all types of 

health care in excess of the deductible and 50 percent for services 

described in AS 21.55.110(3) in excess of the deductible.

(c) The sum of the deductible and copayments r e q u i r e d  in any 

calendar year under a plan m a y  not exceed a m a x i m u m  limit of $2,000 

per covered individual. C o vered expenses incurred after the a p p l i c a­

ble m a x i m u m  limit has bee n r e a che d shall be paid at the rate of 100 

percent of usual, customary, reasonable, or p r e v a i l i n g  charges, except 

that expenses incurred for treatment of mental, and n e r vous conditions 

shall be paid at the rate of 50 percent. The $2,000 m a x i m u m  shall be 

adjusted yearly to corre s p o n d  w i t h  the change in the m e d i c a l  care 

component of the consumer price index as adjusted by the director.

(d) In this section, "consumer price index" means the consumer  

price index for all urban consumers for the A n c h o r a g e  M e t r o p o l i t a n  

A r e a  compiled by the B ur eau of Labor Statistics, U n i t e d  States D e p a r t­

ment of Labor.

Sec. 21.55.130. P R E E X I S T I N G  CONDITIONS. (a) A  p reexisting  

condition exclusion in a state plan may not exclude coverag e of a

^ v‘ ̂  ̂ ■* « t *\/» J •! f- n /\n tin 1 o c* o _______________
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(1) Che c o n d i t i o n  first ma nif e s t e d  itself w i t h i n  the period 

of three months immediately b efore the effective date of coverage in a 

manner that would cause a r e a s o n a b l y  prudent person to seek diagnosis, 

care, or treatment; or

(2) medical advice  or treatment war. r e c o m m e n d e d  or received 

w i t h i n  the period of three m o n t h s  immediately b e f o r e  the effective 

date of coverage.

(b) A policy m a y  'ot exclude coverage for a loss due to p r e­

existing conditions for a p e r i o d  greater than six m onths following the 

effective date of coverage.

(c) A  state plan issued to a p erson  whose p r e vious subscriber 

contract, disability policy, or medi care supplement p o l i c y  was i n v o l­

untarily terminated shall credit the time covered u n d e r  the previous 

contract or policy toward an exclusion for p r e e x i s t i n g  conditions 

under the state plan if the previous contract or p o l i c y  had a similar 

preexisting condition e x c l u s i o n  and the person applies for a state 

plan w i t h i n  31 days after t ermination of the p r e v i o u s  contract or 

policy. If a person c o v e r e d  by this subsection is a c c e p t e d  by the 

w r i t i n g  carrier and pays a s p e c i f i e d  p r e mium for r e t r o a c t i v e  coverage, 

the state plan is effective r e t r o a c t i v e l y  to the date on w h i c h  the 

person's previous contract or p o l i c y  terminated.

Sec. 2 1 . 5 5 . H O .  CARE A N D  SERVICES N O T  COVERED. A  state plan may 

not provide benefits for charges for the following:

(1) care for an i n jury or disease either

(A) a r ising out of and in the course of an employment 

subject to a workers' c o m p e n s a t i o n  or similar law or w h e r e  the 

benefit is required to be p r o vide d under a workers' compensation 

p olic y to a sole proprietor, business partner, or corporation 

officer; or ______________________________________________
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(B) to the extent b e n efits  are payable without regard 

to fault under  a c overage sta tu t o r i l y  required to be c ontained in 

a motor v e hicle or other liabilit y insurance policy  or equivalent 

s e l f - i n s u r a n c e ;

(2) treatment for cosmetic purposes other than surgery for

the prompt repair of an accide n t a l  injury sustained while covered or

for replacement of an a n a t o m i c  structure removed during treatment of 

t u m o r s ;

(3) travel, other than t r a n s p o r t a t i o n  covered under AS 21.- 

55.110(17);

(A) p r ivate r o o m  a c c o m m o d a t i o n s  to the extent it is in 

excess of the institution's m o s t  common charge for a semiprivate room;

(5) services or articles to the extent that the charge

exceeds the reasonable charge in the locality for the service;

(6) services or articles that are determined not to be

m e d i c a l l y  necessary, except for the f a bri cation or placement of the 

prosthes is as specified in AS 21.55.110(12) and (2) of this section;

(7) services or articles the provi sion of w hich is not

w i t h i n  the scope of the license or certi ficate of the institution  or

individual rendering the services or articles;

(8) services or artic les furnished, paid for or reimb u r s e d  

directly by or under  any law of a government, except as oth erwise 

provi d e d  in this chapter;

(9) services or arti cles for custodial care or des igned

p r i m a r i l y  to assist an individu al in the activities of daily living;

(10) service charges that w o u l d  not have been mad e if no 

insurance existed or for w h i c h  the c o v ered individual is not legally 

obliga ted to pay;

( 1 1 )  eyeglasses, contact lenses, or h e ar inp a i d e  o r  t-Ko-



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

W O R K  DRAFT W O R K  DRAFT W O R K  DRAFT

fitting of them;

(12) dental care not s p e c i f i c a l l y  covered by this chapter;

(13) services of a r e g i s t e r e d  nurse who ordinarily resides 

in the covered individual's home, or w h o  m e m b e r  of the covered

individual's family or the family of the t < individual's spouse;

(14) expe rimental procedures; and

(15) services and supplies for w h i c h  the patient was not

c h a r g e d .

Sec. 21.55.150. STATE PLAN PREMIUMS. (a) The associat ion may 

not charge a rate for coverage issued by or through the association 

that is excessive, inadequate, or u n f a i r l y  discriminatory.

(b) The associ a t i o n  shall u s e  separate scales of p r e m i u m  rates 

based on age and geogr a p h i c  location of the insured.

(c) The five m e m b e r s  of the a s s o c i a t i o n  that insure, or have

subscrib er contracts with, the largest n u m b e r  of individuals in the 

state u n d e r  plans w i t h  benefits s u b s t a n t i a l l y  equivalent to the state 

plan benefits shall submit to the a s s o c i a t i o n  an estimate of the rate 

that w o u l d  be a ctua rially sound for a p erson w h o  is a standard risk 

for coverage substa n t i a l l y  equivalent to the state plan. The premium 

for a state plan m a y  not exceed 150 p e r c e n t  of the average of those 

five estimates.

A R T ICLE 3. A D M I N I S T R A T I O N  OF PLANS.

Sec. 21.55.200. S ELECTION OF W R I T I N G  CARRIERS. The association

shall develop bid specifications for m e m b e r s  that w i s h  to be selected 

as a w r i t i n g  carrier to a d minister a state pj ,.n. The selection of the 

w r i t i n g  carrier shall b e  b a s e d  u p o n  c r i t e r i a  including the member's 

proven ability to handle a large n u m b e r  of d i s a b i l i t y  insurance cases 

or subscriber contracts, efficient c l a i m  pa ying capacity, and the 

estimate of total charges for a d m i n i s t e r i n g  the plan.
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Sec. 21.55.210. DUTIES OF W R I T I N G  CARRIERS. (a) The writing 

carrier shall perform the a d m i n istrative and claims payment functions 

required by this section. The w r i t i n g  carrier shall p r ovide these 

services for a period of three years, unless a request to terminate is 

approved by the director. The director shall approve or deny a r e­

quest to terminate w i t h i n  90 days of its receipt. A  failure to make a 

final d e c ision on a request to terminate w i t h i n  the s p e c ifie d period 

shall be considered an approval. Six m onths before the expi ra t i o n  of 

each three-ye ar period, the a s s o c i a t i o n  shall invite submissi ons of 

policy forms from members of the association, inc luding the writing 

carrier. The association shall f o l l o w  the provisions of AS 21.55.210 

in selecting a w r i t i n g  carrier for the subsequent three- y e a r  period.

(b) The w r itin g carrier shall provide to all eligible persons

enrolled in a state plan an individ ual p olicy or certificate, setting

out a statement of the insurance p r o t e c t i o n  to w h i c h  the p e r s o n  is 

entitled, w i t h  w h o m  claims are to be filed, and to w h o m  benefits  arc 

payable. The policy or c ert ificate m u s t  indicate that coverage  was 

obtained through the association.

(c) The w r i t i n g  carrier shall submit to the a s s o c i a t i o n  and the

director on a quarterly basis a r eport on the o p e r ation of the state

plans. Specific i nforma tion to be c o n t ai ned in the report shall be 

determine d by the association.

(d) Claims shall be paid by the w r i t i n g  carrier and shall indi- 

• cate that the claim was p a i d  u n d e r  a state plan. A  c l a i m  payment

shall include a telephone numbe r that can be used for inquiries regar- " 

ding the claim.

(e) The w r i t i n g  carrier shall be reimbu r s e d  from the state plan 

premiums r e c eived for its direct and indirect expenses for administer-
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reimbursement for that p o rtion of the w r i t i n g  carrier's a d m i n i s t r a­

tive, printing, claims administration, m anagem ent and building  o v e r­

head expenses that are assign able to the m a intenance and a d m i n i s t r a­

tion of the state plans. The associa tion shall approve cost a c c o u n t­

ing methods to substantiate the w r i t i n g  carrier's cost reports c o n s i s­

tent with ge nerally a c c e pted accounti ng principles. Direct and i n­

direct expenses m a y  not include costs directly related to the original 

submission of p olicy forms before selection as the w r i t i n g  carrier.

(f) The w r i t i n g  c a r ri er shall at all times when car rying out its 

duties under this chapter be considered an agent of the association.

Sec. 21.55.220. O P E R A T I O N  OF THE PLAN. (a) U p o n  n o tifi cation

as an eligible person u n d e r  AS 21.55.320, a person m a y  enroll in a

state plan by payment of the ap propriate state plan p r e m i u m  to the 

w r i t i n g  carrier.

(b) An employer that has in its employ one or more eligible 

persons errolled in a state plan may ma ke all or a p o r t i o n  of a state 

plan p r emiu m payment d i r e c t l y  to the w r i t i n g  carrier.

Each m e m b e r  of the association shall share the losses due to

claims expenses of the state plans for plans issued or a p p roved  for

issuance by the association, and shall share in the o p e r ating and 

a dministrat ive expenses incurred or e s t i mated to be incurred b y  the 

a ssoci a t i o n  incident to the conduct of its affairs. Claims e^r.enses 

of the state plan  that e x ceed the p r e m i u m  payments a l l o c a t e d  to the 

payment of ben efits shall be the l iability of the members. Each 

m ember shall share in the claims expense of the state plans and o p e r a­

ting and admini strative expenses of the a sso ciation in an amount equal 

to the ratio cf the m e m b e r ' s  total fees for subscriber contracts or 

total disabilit y insurance premiums, received  from or on b e h a l f  of
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disability insurance p r e m i u m s  r e c e i v e d  by all m e m b e r s  from or on 

b e h a l f  of state residents, as det erm i n e d  by the director.

(d) The association shall m a k e  an annual d e t e r m i n a t i o n  of each 

membe r ' s  liability, if any, and m a y  m a k e  an annual fiscal year end 

assessment if necessary. The a s s o c i a t i o n  may also, subject to the 

approval of the director, p r o v i d e  for interim assessment s against the 

me mbers as may be n e c e s s a r y  to assure the financial c a p a b i l i t y  of the 

a ssociation  in meeting the incurred or estimated c laims expenses of 

the state plans and o p e r a t i n g  and ad ministrative expenses of the 

a s s o c i a t i o n  until the a s s o c i a t i o n ' s  n e x t  annual fiscal year end a s­

sessment. Payment of an assess m e n t  is due within 30 days of receipt 

by a m e m b e r  of a w r i t t e n  n o t i c e  of a fiscal year end or interim 

assessment. Failure by a m e m b e r  to tender to the a s s o c i a t i o n  the 

assessment w i thin 30 days shall be groun ds for r e v o c a t i o n  of a m e m­

ber's certificate of authority. A  m e m b e r  that ceases to do disability 

insurance business in the state, or ceases to offer s u b s c r i b e r  con­

tracts in the state, due to revocation, suspension, or v o l u ntary  

surrender of its certificate of a u t h o r i t y  remains liable fr.r a s s e s s­

ments through the calendar  year  d uring w h i c h  the d isabi l i t y  insurance 

business ceased. The a s s o c i a t i o n  m a y  decline to levy an assessment 

against a m ember if the a s s e s s m e n t  w o u l d  not exceed $10. A s sessmen ts 

paid b y  a memb er are a g e n e r a l  expense of the member.

(e) Net gains, if any, f r o m  t i e  operation of the state plans 

shall be held at interest and u s e d  by the association to offset future 

losses due to claims e x p e n s e s  of a state plan or al loc a t e d  to reduce 

state plan premiums.

A R T I C L E  A. ENROLLMENT IN THE STATE D I S A B I L I T Y  INSURANCE PLAN.

Sec. 21.55.300. E L I G I B I L I T Y  F O R  STATE DISABILITY INSURANCE. (a)

l T v n o n f  -------------J J - J  "  - * •
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high risk is eligible to enroll in a state plan described in AS 21.- 

55. 100.

(b) A person may n o t  be covered by the state plan w h i l e  covered 

by another disability p o l i c y  or subscriber contract. U p o n  ceasi ng to 

be a resident a person is not eligible to purchase or r e n e w  coverage 

under a state plan, b u t  p r e v i o u s l y  pur chased coverage remains in 

effect for the period c o v e r e d  by payments m a d e  while a resident.

(c) Additional e l i g i b i l i t y  requirements  may not b e  impose d by 

the director, the association, or a w r i t i n g  carrier.

Sec. 21.55.310. E N R O L L M E N T  BY A N  E L I GIBLE P E R S O N . A  p e r s o n  may 

enroll in a state plan b y  a p p l ying to the w r i t i n g  carrier. The a p p l i­

cation must include the following:

(1) name, address, age, and length of time at r e s i d e n c e  of 

the applicant;

(2) a designation of the plan desired, including deductible 

option chosen;

(3) information relevant to w h e t h e r  the p e r s o n  is a high

risk.

Sec. 1 1.55.320. W R I T I N G  CARRIER'S RESPONSE. W i t h i n  30 days 

after receiving the certific ate described in AS 21.55.310, the w r i ting

carrier shall either reject the applic a t i o n  for failing to comply with
/

the requirements of AS 2 1 . 5 5 . 3 0 0  and 21.55.310 or forward the eligible 

person a notice of acceptance and b i l l i n g  information.

Sec. 21.55.330. E F F E C T I V E  DATE  OF POLICIES. (a) Ex cept as 

provide d in (b) of this s e c t i o n  and AS 21.55.130(c), in surance under a 

state plan is effective immediately u p o n  receipt of the first 

quarterly premium, and is r e t r o a c t i v e  to the date of the application, 

if the applicant otherwise complies with the requiremen ts of this
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(b) Insurance under a state plan is effective r e t r o a c t i v e l y  to 

the date on w h i c h  the pers on's previous contract or p o l i c y  terminated
i

if the person

(1) applies for a state plan w i t h i n  60 days after the 

previ o u s  contract or policy terminated;

(2) is accepted by the w r i t i n g  carrier; and

(3) pays a s p e c i fied p r e m i u m  for the period o f  re troa c t i v e

c o v e r a g e .

Sec. 21.55.340. S O L I C I T A T I O N  OF E L I GIBL E PERSONS. (a) The 

association, under a plan a p p r o v e d . b y  the director, shall d issemi nate 

a p p r o p r i a t e  information to the r e s i dents  of the state r e g a r d i n g  the 

exist e n c e  of the state plans and the m eans of enrollment. Means  of 

c o m m u n i c a t i o n  m a y  include use of the press, radio, and television, as 

w e l l  as publica tion in a p p r o p r i a t e  state offices and publica tions.

(b) The associ ation shall devise and implement m e a n s  of m a i n­

taining public awareness of the prov is i o n s  of this c h a p t e r  r e g a rding  

the state plans and shall a d m i n i s t e r  this chapter in a m a n n e r  that, 

f acilitates public p a r t i c i p a t i o n  in the state plans.

(c) Selling or m a r k e t i n g  of q u a l i f i e d  state plans is l i m i t e d  to 

l i c e nsed disability in surance agents.

(d) A n  insurer or h o s p i t a l  or m e d i c a l  service c o r p o r a t i o n  that 

rejects or applies u n d e r w r i t i n g  restri c t i o n s  to an a p p l i c a n t  for a 

s u b s c r i b e r  contract, a d i s a b i l i t y  insura nce policy, or a m e d i c a r e  

supplement plan in the state shall n o t i f y  the appli cant of the e x i s­

tence of the state plans, the r e q u i r e m e n t s  for b e i n g  accepted, and the 

p r o c e d u r e  for applying.

ARTICLE 5. G E N E R A L  PROVISIONS.

Sec. 21.55.400. DUTIES OF DIRECTOR. The director m a y
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a ssoci a t i o n  and approve the a s s o c i a t i o n ' s  contract " ith the w r i t ing 

carrier including the coverages and premiums to be charged;

(2) contract with the federal government or a n o t h e r  unit of 

g over nment to ensure c o ordina tion of the state plans w i t h  other g o v­

ernmen tal assistance programs;

(3) undertake d i r ectly or through contracts w i t h  other 

persons studies or demonstra tion programs to develop awareness of the 

benefit s of this chapter; and

(4) adopt regulations n e c e s s a r y  to administer this chapter. 

Sec. 21.55.410. STATE NOT LIABLE. The state is not liable for

acts or omissions of the a s s o c i a t i o n  or a writing carrier u n d e r  this 

chapter, nor is the state liable for payment of a claim u n d e r  a state 

plan issued by a w r iting carrier.

Sec. 21.55.500. DEFINITIONS. Tn this chapter

(1) "association" m e a n s  th^ Comprehensive D i s a b i l i t y  I n s u r­

ance A s s o c i a t i o n  created in AS 21.55.010;

(2) "copayment" means the p o r t i o n  of the eligible expenses, 

in excess of the deductible, for w h i c h  the insured is responsible;

(3) "deductible" m e a n s  the p o rtion of eligible expenses for 

w h i c h  the insured is responsib le in each calendar year u n d e r  AS 21.- 

5 5 . 1 2 0 ( a ) ;
/

(4) "home h ea lth a g e n c y  services" means any of the f o l l o w­

ing services p rovided upon r e c o m m e n d a t i o n  of a licensed p h y s i c i a n  as 

part of a treatment plan:

(A) intermittent or part-time n u rsing services of a 

r egistered professional n ur se or a licensed practical nurse, that 

are provided to a person u n d e r  the continued direc tion of the 

person's physician and w i t h i n  the limitation of the nurse's
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(B) nursing  services that are provided to a person at 

the person's residence, including a residential care facility or 

adult b o a rd ing home; a hospital, skillea iiursing facility or 

intermediate care facility is not conside red a residence;

(C) home health aide services that are prescribed by 

and under the continued dir ection of a phy sician and supervised 

by a pr ofessional nurse;

(D) home he alth aide services that are provided to a 

p e rso n at the person's residence, as des cribed in (B) of this 

p a r a g r a p h ;

(E) physical and o c cupation al therapy services, speech 

pathology, and audiology services that are presc ribed by a p h y s i­

cian and provided to a person by or under the supervision of a 

qualif ied practitioner; these services m a y  be provided to a 

p e r s o n  who is a patient in an intermediate care facility or 

skilled n u rsin g facility;

(5) "hospice services" means services provided under a ! 

coordinated comprehensive p r ogr am of p all iative and supportive care on

a 24 -hour, seven days per w e e k  basis for persons who have been d i a g­

nosed as terminally ill and their families by an interdisciplinary

team of profession als or volunteers u n d e r  an incorporated central*
ad m i nistra tion that has a p h y s icia n as m e d i c a l  director;

(6) "major m e d i c a l  coverage" mean s a disability insurance 

contract, or a s ubscriber contract, that provide s benefits for hospi- 

tal and m e di cal care w i t h  potential lifetime m a x i m u m  benefits per 

insured of at least $10,000;

(7) "medical social services" means services rendered the 

patient und er the direction of a p h y s i c i a n  by a qualified social



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

99

.WORK DRAFT W O R K  DRAFT W O R K  DRAFT

work, including a ssessment of the social, p s y c hologi cal and family 

problems r e l a t e d  to or arising out of the covered person's illness and 

treatment, appropriate  action and u tilization of comm unity resources 

to assist in resolving  the problems, and p a r t i c i p a t i o n  in the d e v e l o p­

ment of treatment for the covered person;

(8) "resident" means a person who is p h y s i c a l l y  present in 

the state, has lived in the state for at least the six consecutive 

months i m mediately p r e c eding application for a state plan, and intends 

to remain  p e r m a n e n t l y  in the state; "resident" also includes a person 

who is not p h y s i c a l l y  present in the state if the person lived in the 

state for at least six of the nine months i m mediately precedi ng a p p l i­

cation for a state plan and the person's absence from the state is for 

medical treatment; a person ceases to be a resident if the p erson is 

absent f rom the state for more than 90 c o nse cutive days for reasons 

other than for m e dical  treatment or education;

(9) "residents who are high risks" means residents who

(A) have be en rejected for m e d i c a l  reasons after

applying for a subscriber contract, a policy of disability i n s u r­

ance, or a m e d i c a r e  supple lent policy by at least two association 

members  w i t h i n  the six months immediately p r e c e d i n g  the date of

a p p l i c a t i o n  for a state pxan; or
/

(B) have h a d  a restrict ive rider placed on a

subscr iber contract, a disability insurance policy, or a medicare 

supple m e n t  policy;

(10) "state plan" means a policy of insurance offered  by the 

association thro ugh a w r i t i n g  carrier;

(11) "usual, customary, reasonable, or preva i l i n g  charge"

means the charge for a m e dic al care procedure, service, or supply item
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(A) the billed amount for the m e dical service p r o­

vider's actual charge;

(B) the charge usually made by that provider for

i
perfor ming that procedure or service or for p r o v id ing uhe supply 

item; or

(C) the customary charge, based on a profile of c h a r­

ges m a d 2 for the same medical procedure, service, or supply item 

in the same geographical area by other p roviders that have p e r­

formed the same procedure or service or can provide the same 

supply item;

(12) "writing carrier" means the insurer or insurers s e l e c t­

ed by the associ ation and approved by the direc t o r  to administer a 

state plan.

* Sec. 2. The associat ion established by sec. 1 of this Act shall make

available to residents the plans required by AS 21.55.100, enacted in

sec. 1 of this Act, by July 1, 1987.

* Sec. 3. This Act takes effect immediately in a c c o r d a n c e  with AS 01.-

1 0 . 0 7 0 ( c ) .
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Introduced: 2/14/86
Referred: Labor & Commerce
Judiciary and Finance

BY SUND.M.M.MILLER,HURLEY,
1 IN THE HOUSE DUNCAN.NAVARRE,AND DAVIS

2 jUSE BILL NO. 589

3 IN THE LEGISLATURE OF t h e  STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to participation in the state group

7 life and health insurance policies by residents; and

8 providing for an effective date."

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

10 * Section 1. AS 39.30.090 is ..mended to read:

'11 Sec. 39.30.090. PROCUREMENT OF GROUP INSURANCE. The Department

12 of Administration may obtain a policy or policies of group insurance

13 covering state employees, persons entitled to coverage under AS 14.-

14 25.168, AS 22.25.090, AS 39.35.535 or former AS 39.37.145, [OR] em-

15 ployees of other participating governmental units, or eligible resi-

16 dents, subject to the following conditions:

17 (1) A group insurance policy shall provi. e one or more of

18 the following benefits: life insurance, accidental death and dismem-

19 berment insurance, weekly indemnity insurance, hospital expense insur-

20 ance, surgical expense insurance, dental expense insurance, audio-

21 visual insurance, or other medical care insurance.

22 (2) Each eligible employee of the state, the spouse and the

23 unmarried children chiefly dependent on the eligible employee for

24 support, and each eligible employee of another participating govern-

25 mental unit shall be covered by the group policy, unless exempt under

26 regulations adopted by the commissioner of administration.

27 (3) A governmental unit m \ y  participate under a group

28 policy if

29 (A) its governing bod*, adopts a resolution authorizing

- 1 -  HE 589
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participation, and payment of required premiums;

(B) a certified copy of the resolution is filed with

the Department of Administration; and

(C) the commissioner of administration approves the
t

participation in writing.

(4) The Department of Administration shall obtain the

insurance policy from an [ANY] insurer authorized to transact business 

in the state under AS 21.09 and AS 21.90.

(5) The Department of Administration shall make available

bid specifications for desired insurance benefits to all insurance

carriers licensed in the state and qualified to provide the desired 

benefits. The specifications shall be made available on or before 

July 1, 1965, and at least once every succeeding five years. The 

lowest responsible bid submitted by an insurance carrier with adequate 

servicing facilities shall govern selection of a carrier under this

section.

(6) If the aggregate of dividends payable under the group 

insurance policy exceeds the governmental unit's share of the premium, 

the excess shall be applied by the governmental unit for the sole 

benefit of the employees.

(7) A person receiving benefits under AS 14.25.110,

AS 22.25, AS 39.35, or former AS 39.37 may continue the life insurance 

coverage that was in effect under this section at the time of termina­

tion of employment with the state or participating governmental unit.

(8) A person electing to have insurance under (7) of this 

section shall pay the cost of this insurance.

(S' For each permanent part-time employee electing coverage 

under this section, the state shall contribute one-half the state
i

contribution rate for permanent full-time state employees, and the 

HB 589 -2-
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permanent part-time employee shall contribute the other one-half.

(10) A person receiving benefits under AS 14.25, AS 22.25, 

AS 39.35, or former AS 39.37 may obtain auditory, visual, and dental 

insurance for that person and eligible dependents under this section. 

The level of coverage for persons over 65 shall be the same as that 

available before reaching age 65 except that the benefits payable 

shall be supplemental to any benefits provided under the federal old 

age, survivors, and disability insurance program. A person electing 

to have insurance under this paragraph shall pay the cost of the 

insurance. The commissioner of administration shall adopt regulations 

implementing this paragraph.

(11) An eligible resident may participate if the resident 

applies on forms provided by the department, pays the cost of the 

insurance and the administrative fee set by the department, and the 

commissioner of administration approves the application in writing.

* Sec. 2. AS 39.30.095(a) is amended to read:

(a) The commissioner of administration shall establish the group 

health and life benefits fund as a special account in the general fund 

to provide for group life and health insurance under AS 39.30.090 and 

39.30.160. The commissioner shall maintain accounts and records for 

the fund. The fund consists of employer contributions, employee 

contributions, resident contributions, appropriations from the legis­

lature, and interest earned on investment of the fund as provided in 

(d) of this section.

* Sec. 3. AS 23.30.095(b' is amended to read:

(b) After obtaining the advice of an actuary, the commissioner 

of administration shall determine the amount necessary to provide 

benefits under AS 39.30.090 and 39.30.160 and shall set the rate of 

employer contribution, resident contribution, and employee eontri-

- 3 -  HB 5 8 9



1 bution, if any. The commissioner of administration shall pay premiums

2 and claims in accordance with the insurance policies i;i effect under

3 AS 39.30.090 and 39.30.160 with money in the fund.

4 * Sec. 4. AS 39.30.100 is amended by adding a new paragraph to read:

5 (4) "eligible resident" means a person who is a resident

6 and who has been a resident, except for absences from the state for

7 military service or necessary medical care, for the 12 consecutive

8 months immediately preceding the date of application.

9 * Sec. 5. By January 1. 1987, the commissioner of administration shall

10 secure a group health and life policy or policies to provide coverage for

11 persons who will become eligible for coverage under amendments made by this

12 Act.

13 * Sec. 6. Sections 1 - 4 of this Act take effect on the date that the

14 commissioner of administration has secured coverage under sec. 5 of this

15 A c t .

16 * Sec. 7. Section 5 of this Act takes effect immediately in accordance

17 with AS 01.10.070(c).

A
HB 5 8 9 - 4 -



STATE O F ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:
REQUEST FISCAL DETAIL
Bill/Resolution No.:______CS.HB_5S9 ..(L&Cj—  Agency Affected: Commprr.p ft Fr.nnnmir npyelnpmpnt
Title: Relating to disability insurance. BRU:_____________ Insurance_____________

Sponsor:____ Labor & Commerce Committee Components:_______P:ihlic Prpf-prtion
Requester:______________________________ _______________________________________
Date of Request:_________________________ ____________________________________

EXPENDITURES I REVENUES : (Thousands of Dollars)
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

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

- 0 - -0 - - 0 - - 0 - - 0 - - 0 -
- u - tU.U 2 .U 2 .6 3 .2 A.u
-U- 2b.U 2b. 0 2 b .0 2 b .0 2b.U

. - u -  " ~ 7 . 0 " i . 0 1.0 ■ i : o ' '  "  1 .0
-U- -U- ' - 0 - - 0 - "  -U - - 0 -
- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
- u - - 0 - - 0 - - 0 - -U - ”  - 0 -
- 0 - - u - - 0 - -0 - - 0 - -0 -

TOTAL OPERATING - u - 3 7 .0 2 8 .0 2 8 .6 2 9 .2 3 0 .0

CAPITAL - 0 - - 0 - - 0 - - 0 - - 0 - -0 -

REVENUE - 0 - - 0 - - 0 - - 0 -  - 0 - - 0 -

FUNDING: (Thousands o l do lla rs)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

- 0 - 3 7 .0 2 8 .0 2 8 .6 2 9 .2 3 0 .0
- 0 - - 0 - -0 - - 0 - - 0 - -0 -
- 0 - - 0 - - 0 - - 0 - - 0 - -0 -
- 0 - 3 7 .0 2 8 .0 2 8 .6 2 9 .2 3 0 .0

POSITIONS:

FJLL-TIME
PARTTIME
TEMPORARY

1 0 1 1o1 Io11o1 1o1 1o1

1
i

ANALYSIS: A tta ch  a separate page if necessary.

While there is an increase of the duties of the Director in this legislation, additional 
positions will not be necessary. Start- o costs cause a higher fiscal impact than sub­
sequent years. The formative needs require more attention by the Director in the form

Prepared b y :______ John L. George. Director ________ Phone:____________465-2516
D iv is io n :____________ D i v i s i o n  o f - I n s u r a n c e  .■<* /. D a te :____________A p r i l  7 , lQ R fi

y  /' *_✓' /
Approved by C u .rm iss io n e r: ^  A 3  •  ̂/ I :  >•..-•■> . ... ,->•.< D a te :___________A p r i l  7 , lQ f l fi
A g e n c y :__________ Commerce and Economic Development 7

/
D istribu tion  ( ry  A gency preparing fisca l note):

Legislative F inance  
Legislative S ponsor 
Requestor
O ffice  o f M anagem ent and Budget
Im pacted A gency(ies) p a g e ____ L  o f ___ 2 _  10/25/85

0274K



C O N T IN U A T IO N  of FISCAL NOTE ANALYSIS 

For Bill/Resolution No. CSHB 5P,q

of increased travel to attend formation meetings and monitor activities of 
the Association. Most of the major insurers expected to be involved in 
the Association are in the east. The fiscal note contemplates that the 
formation meetings will occur in the east. After the first year the 
travel necessary for monitoring the Association will probably be on the 
order of one per year.

The contractual monies are primarily for the purpose of securing actuarial 
assistance for review of the rate structures that will be subject to 
review by the Director of Insurance.

The director has the duty to contract with the federal government or 
another unii. of government to ensure coordination of the state plan with 
other governmental assistance programs and to undertake directly or 
through contracts with other persons, studies or demonstration programs to 
develop awareness of the benefits of the proposed legislation. The bulk 
of this activity is expected to be borne by the Association. The state 
share of this cost is included in the $25.0 shown for contractual. The 
amount needed for this specific area is really a guess, but we believe 
that, if anything, it is substantially understated.

The supplies amounts are needed to support mailings necessary to insurers 
when establishing the Association and for advising insurers of their 
ongoing role and requirements under this legislation.

It is possible that the division may find it necessary to promulgate 
regulations to facilitate the formation of the Association. If this is 
necessary, some of the travel will he moved over to the appropriate areas 
on the theory that it will reduce travel. Audition of a sum for that 
purpose would be duplicative.



Revision Date: _____________
P.ECUEST Hraft nf 7 / 7 P / P K  FISCAL DETAIL______________________________
Bil 1 /Resolution No. ysHRFP.q (\ t n  Agency Affectea: a h  s*-->ta A^nci'pc

• Title: »/in Art Relating tn________  BRU:___Retirement & Behests_______________
 Disability Tnsuranrp11___________  _____________________________________________

Sponsor: cnnri, et ai Components: qPt-j rprrprit % Benefits (Gh'LB)
Requestor:__________________________  _____________________________________________
Date of Request:___________________  _____________________________________________

STATE OF ALASKA 1986 L E G I S L A T I V E  SESS ION
FISCAL NOTE

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 86 FY 87 tY 88 FY 89 | rV 90 i fY 9i

OPERATING 1 1 1
PERSONAL SERVICES I 1 1
RTMNT & BNFTS i t 1
TRAVEL 1 1
CONTRACTUAL 1 !
S UP P LI ES 1 1 !
EQUIPMENT ! 1 1 • •

LAND & STRUCTURES i 1 I
CRANTS,  CLAIMS 1 ! 1
TRS MATCH 1 I l
iOTAL OPERATING -n- -n- 1

O
11

O
11

C
1

CAPITAL

REVENUE'

FUNDING: (Thousands of Dollars)
CENERAL FUND 1 ! 1 !
FEDERAL FUNDS - j i l t !
OTHER ! 1 I 1 1
TOTAL _n_ -n- -n_ 1 -n- I -0-

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

ANALYSIS: Attach a separate page if necessary

See attached

Prepared 3v: j/K-r-Kumphrevs/Director
Division: Retirement k Benefits

Phone: 465-4470 
Date: a / 7 / 8 6

Approved by Commissioner: Eleanor Andrews Date: S #  01 '/{-•
Agency: Department of Administration

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) Page 1 of 2 Rev. 11/15/85
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Draft CSHB 589 (03/28/86)
Fiscal Mote Analysis 

Prepared by Division of P>etirement & Benefits 
Department of Administration

ANALYSIS: The work draft of CSHB 589 (L&C) dated March 28, 1986 creates a
Comprehensive Disability Insurarce Commission to offer health 
coverage to residents of the State of Alaska. This proposed bill has 
no apparent effect on the group health plans offered by the State of 
Alaska to its employees.



STATE OF ALASKA 1986 L EG IS LA T IV E  SESS ION
F ISCAL  NOTE

Revision Date:
REQUEST FISCAL DETAIL
Bi11/Resolution No.:h r  589
Title: An Act relating to 

participation in state group 
life and health insurance

Sponsor: stmri__________________
Requestor:

Agency Affected: All State Agencies
BRU: Retirement & Benefits___________

Components: Retirement & Benefits (GHLB)

Date of Request:

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 86 FY 87 FY 88 FY 89 Fy 9o Fr 91

OPERATING
PERSONAL SERVICES 109.4 11.8.8 118.8 123.1 128.0
RTMNT & BNFTS 18.110.0 14.874.8 15584.8 i6766.8 18108.1

TRAVEL

CONTRACTUAL 8.9 4.1 4.? 4.4 4.6

SUPPLIES 1 .5 . 6 .5 .6 .6
EQUIPMENT 15.8 16.4 17.1 17.8 18.5
LAND & STRUCTURES

GRANTS, CLAIMS

TRS MATCH

To t a l  OPERATING _.1.8440.6 14509.6 15664.9 16 912.7... 18259.3

CAPITAL

REVENUE

FUNDING: (Thousands of Dol‘ars)
GENERAL FUND 12150.3 13116.7 14161.1. 15289.1 16506.9
FEDERAL FUNDS 618.3 667.4 720 6 778.0 839.9
OTHER 672.0 725.5 783.2 845.6 913.0
TOTAL 13440 6 . 14509.6 1 5 6 6 4 . 9 16912.7 . 18259.8

POSITIONS:

FULL-TIME 3 3 3 3 3
PART-TIME

TEMPORARY _ . .

ANALYSIS: Attach a separate page if necessary

See attached

Prepared By: (LJcc Humphreys,
Division: Retirement & Benefits

Phone: 465-4470

Approved by Commissioner:__________
Agency: Department of Administration

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) Page 1 of

Date: 3/4/86 

Date:

R e v .  11/15/85



Analysis:

House Bill 589 
Fiscal Note Analysis 

Prepared by Division of Retirement & Benefits 
Department of Administration

March 4, 1986

Page  1 o f  2

Passage of this bill would allow all Alaskans to take 
advantage of group rates to obtain the health and life 
coverage as provided to State of Alaska employees.

The State of Alaska now provides health and life 
insurance coverage to all permanent employees at no 
cost fo the employee. Permanent part-time employees 
mus ay one-half the cost. This analysis does not 
add 'ss any cost increase due to residents enrolling in 
the life insurance plan. Without requiring evidence cf 
insurability as a condition of enrollment, the cost 
could heavily impact premiums. It is therefore assumed 
that this requirement could be imposed or the bill 
would be amended to allow health coverage only.

We have identified two large groups in the state that 
would contain individuals likely to enroll in this 
coverage:

1) Uninsured residents of the state
2) Insured residents of the state other than employees 

who have equal or comparable levels of health 
coverage.

The uninsured residents would be considered a higher 
risk group than state employees or employees insured 
under other group plans. They could range from young, 
healthy individuals with no interest or need for 
insurance to older, chronically ill individuals who are 
unable to obtain insurance elsewhere. For purposes of 
this analysis we have assumed medical costs to be 100% 
higher for these individuals than that of state 
employees.

The insured residents would also be considered a higher 
risk group than state employees since those who would 
enroll would probably be after a higher level of 
benefits than the insurance plan they were covered by. 
For purposes of this analysis, we have assumed 
insurance costs for these individuals to be 25% higher 
than that of state employees.

We have assumed an equal number of each of the above 
groups would enroll in this coverage. The FY 87 cost 
to the state due to the resulting increase in premiums 
for employees is estimated to be $13.31 million.



House Bill 589 
Fiscal Note Analysis 

Prepared by Division of Retirement & Benefits 
Department of Administration

March 4, 1986

Page  2 o f  2

In addition to this premium cost increase would be the 
necessity of adding three permanent full-time positions 
to collect premiums, administrative fees, report 
eligibility, and answer questions on plan coverage.

These FY 87 administrative costs are as follows:

Personal Services:

1 permanent Retirement & Benefit
Specialist for 12 months $37.2
2 permanent retirement
technicians for 12 months $72.2

Contractual:

Telephone and other contractual
costs for 3 positions 3.9

Supplies:

Supplies for 3 positions 1.5

Equipment:

Equipment accommodations for 3
non-perr nent positions 15.8

Total FY 87 administrative costs $130.6

The cost for these positions would be paid by 
participants as provided in the bill. The assumed 
enrollment of 16,400 would require an $8.00 enrollment 
fee for each participant. This fee could vary with 
enrollment.



i '“'‘■Retirement and Benefits Specialist I
No. of Positions 

. 1
Range/.Step Haig. Unit 

CT5II
Gov. Apjwy. pisapp

I imc Siaius

1 (PE/FT)
Stalf Months 

1 2 .0

RP Number 
5

Location
luneau

Flection Distncl
4

Leg. Xvi’lvXvX'

Type of Expenditure

1
S :i l'i ry
Benefits
Premium Pay
Oil ier

Tulal Personal Services

J U S .
Q 7

Travel

Amount

For B&M Use Only

Key Number__________ - _

3

-JL
Contractual 1.3
Commodities .5
Lqutpment 6 .4
Other

Total Cost 45.4

Receipt Code Funding Source
Federal Receipts 1007
0 , P. Match 1001
General Funds 1004
l-A Receipts 1005

Program Receipts ] 028 45.4
CIP Receipts 1061

Other

Justification

The passage of HB 589 would necessitate the addition of 
three permanent full-time positions (2 Retirement and 
Benefits Technicians and 1 Specialist) to collect 
premiums, administrative fees, report eligibility and 
answer questions on plan coverage.

3/6B1/0305-01

Request For 
New Position

Agency Department o* Administration 

BRU Retirement and Benefits 

Component Retirement and Benefits
Page 1 of  ̂
Revised Dale

FY 87



i 1"^Retirement and Benefits Technician II
No. of Positions 

o
Range/Step
12B

Day' Unit Ap|iri>y. Disupp

lime Status Slatf Months RP Number Location 1 Election District U g

1 (PE/FT) 12.0 5 luneau 1  ̂
i

Type of Expenditure Amount

1 2 3

Salary
Benefits i n n
Premium Pay
Other

Total Personal Services 7P 9

Travel .0

Contractual 2.6
Commodities 1.0
Equipment 9.4
Other

Total Cost 85.2

For B&M Use Only
Key Number _

Justification

Receipt Code Funding Source
Federal Receipts 1002
G. F. Match 1003
General Funds 1 not
l-A Receipts 1005
Program Receipts 1028 85.2

CIP Receipts 1061

Other

The passage of H9 589 would necessitate the addition of 
three permanent full-time positions (2 Retirement and 
Benefits'Technicians and 1 Specialise) to collect 
premiums, administrative fees, report eligibility and 
answer questions on plan coverage.

3/6B1/0305-01/3

Request For 
New Position

Agency

BRU

Component

Department of Administration 

Retirement and Benefits 

Retirement and Renpfits
Page T of
Revised Dale

FY 87



P r e p a r e d  b y  R e p .  J o h n  S u n d ' s  o f f i c e  —  A p r i l  2 1 ,  1 9 8 6 .

REVISIONS TO CS HB 589 (Judiciary)
(From Version #2 dated April 17, 1986 to Version #2 dated
April 21, 1986)

T h e  m a j o r  c h a n g e s  i n  t h e  b i l l  a r e :

1 .  The  p l a n  w i l l  b e  o f f e r e d  on  a n  i n d i v i d u a l  b a s i s  o n l y .  I t  
w i l l  n o t  i n c l u d e  g r o u p  o r  d e p e n d e n t  c o v e r a g e .

S e e  S e c .  2 1 . 5 5 . 1 0 0 ;  P a g e  4 ,  l i n e s  4 - 7 ;  s u b s e c t i o n  ( a ) .

2 .  The  e x p a n d e d  m e d i c a r e  s u p p l e m e n t  p l a n  i s  d e l e t e d .  T he  s t a t e  
p l a n  w i l l  o n l y  o f f e r  t h e  min imum m e d i c a r e  s u p p l e m e n t  p l a n .  
The  e x p a n d e d  m e d i c a r e  s u p p l e m e n t  p l a n  f o r  h i g h  r i s k  
i n d i v i d u a l s  p r o b a b l y  w o u l d  h a v e  b e e n  c o s t  p r o h i b i t i v e  t o  
t h o s e  o n  a  f i x e d  i n c o m e .

S e e  S e c .  2 1 . 5 5 . 1 0 0 ;  P a g e  4 ,  l i n e s  8 - 1 1 ;  s u b s e c t i o n  ( b ) .
T h e  f o r m e r  r e f e r e n c e  t o  t h e  m e d i c a r e  p l a n s  w as  S e c .  
2 1 . 5 5 . 1 2 0  w h i c h  h a s  b e e n  d e l e t e d .

3 .  P r e e x i s t i n g  c o n d i t i o n  l i m i t a t i o n  h a s  b e e n  l e s s e n e d  t o  t h r e e  
m o n t h s  b a c k  a n d  s i x  m o n t h s  i n ,  m e a n i n g ,  a  c o n d i t i o n  t h a t  
h a s  o c c u r r e d  o r  b e e n  t r e a t e d  w i t h i n  t h e  t h r e e  m o n t h s  p r i o r  
t o  a p p l i c a t i o n  w i l l  n o t  b e  c o v e r e d  f o r  t h e  f i r s t  s i x  m o n t h s  
o f  a  p l a n .  T h e  p r e v i o u s  l i m i t a t i o n  w as  s i x  m o n t h s  b a c k  a n d  
o n e  y e a r  i n .

S e e  S e c .  2 1 . 5 5 . 1 3 0 ;  P a g e  8 ,  l i n e s  1 - 1 0 .

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

T he  d e l e t e d  s e c t i o n  w as  S e c .  2 1 . 5 5 . 1 6 0 .
T he  r e v i s i o n  t h a t  d i s a l l o w s  a d d i t i o n a l  c o v e r a g e  t o  t h e  
s t a t e  p l a n  i s  S e c .  2 1 . 5 5 . 3 0 0 ;  P a g e  1 4 ,  l i n e  3 ,  s u b s e c t i o n  
( b ) .

5 .  P rem ium  r a t e s  w i l l  b e  on  s c a l e s  o f  a g e  a n d  g e o g r a p h i c  
l o c a t i o n ,  w h i c h  a r e  common r a t i n g  s c a l e s  i n  t h e  i n d u s t r y .

S e e  S e c .  2 1 . 5 5 . 1 5 0 ;  P a g e  1 0 ,  l i n e  1 2 ,  s u b s e c t i o n  ( b ) .

6 .  The  $50 r e f e r r a l  f e e  f o r  a g e n t s  who r e f e v a n  a c c e p t e d  
p e r s o n  t o  t h e  s t a t e  p l a n  h a s  b e e n  d e l e t e d .  The  i n c e n t i v e



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

S e e  S e c .  2 1 . 5 5 . 3 4 0 ;  P a g e  1 5 ,  l i n e s  2 1 - 2 6 ,  s u b s e c t i o n  ( d ) .

. T h e  d e f i n i t i o n  o f  a  h i g h  r i s k  p e r s o n  h a s  b e e n  c h a n g e d  a n d  
p l a c e d  u n d e r  t h e  d e f i n i t i o n s  a t  t h e  e n d  o f  t h e  b i l l .  A h i g h  
r i s k  p e r s o n  i s  now s o m e o n e  who h a s  b e e n  r e j e c t e d ,  f o r  
m e d i c a l  p u r p o s e s ,  b y  a t  l e a s t  tw o  a s s o c i a t i o n  m em b ers  o r  
h a s  h a d  a  r e s t r i c t i v e  r i d e r  p l a c e d  o n  a  p o l i c y .  T he  f o r m e r  
c r i t e r i a  o f  i n v o l u n t a r y  t e r m i n a t i o n  f o r  r e a s o n s  o t h e r  t h a n  
n o n p a y m e n t ,  a  50% i n c r e a s e  i n  p r e m iu m  a n d  t h e  l i s t  o f  
p r e s u m p t i v e  c o n d i t i o n s  h a v e  b e e n  d e l e t e d .  T h i s  s h o u l d  e a s e  
t h e  a d m i n i s t r a t i v e  b u r d e n  a n d ,  t h e r e f o r e ,  l o w e r  t h e  p l a n  
c o s t s .

S e e  S e c .  2 1 . 5 5 . 5 0 0 ;  P a g e  1 8 ,  l i n e s  1 6 - 2 4 .
F o r m e r  r e f e r e n c e  was  i n  S e c .  2 1 . 5 5 . 1 0 0 ;  P a g e  4 ,  l i n e s  1 4 - 2 9  
a n d  P a g e  5 ,  l i n e s  1 - 1 2 .



An A c t  r e l a t i n g  t o  d i s a b i l i t y  i n s u r a n c e ;  a n d  p r o v i d i n g  f o r  a n  
e f f e c t i v e  d a t e .

SECTIONAL ANALYSIS

P r e p a r e d  b y  R e p .  J o h n  S u n d ' s  o f f i c e ;  A p r i l  2 1 ,  1986

S e c t i o n  1 
ARTICLE 1
S e c .  2 1 . 5 5 . 0 1 0 . P a g e  1 ,  l i n e  1 2 ;  c r e a t e s  t h e  C o m p r e h e n s i v e  
D i s a b i l i t y  I n s u r a n c e  A s s o c i a t i o n ,  a  n o n p r o f i t  c o r p o r a t i o n  w i t h  
m e m b e r s h i p  c o n s i s t i n g  o f  a l l  l i c e n s e d  d i s a b i l i t y  i n s u r e r s  a n d  
l i c e n s e d  h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n s  i n  t h e  s t a t e  
t h a t  w r i t e  o n  a n  e x p e n s e  i n c u r r e d  b a s i s .  I n s u r e r s  m u s t  b e  
m e m b e r s  o f  t h e  a s s o c i a t i o n  i n  o r d e r  t o  d o  b u s i n e s s  i n  t h e  
s t a t e .

S e c .  2 1 . 5 5 . 0 2 0 . P a g e  1 ,  l i n e  2 2 :  s e t s  a  s e v e n - m e m b e r  b o a r d  o f  
d i r e c t o r s  s e l e c t e d  b y  a s s o c i a t i o n  m e m b e rs  a n d  a p p r o v e d  b y  t h e  
d i r e c t o r  o f  t h e  s t a t e  D i v i s i o n  o f  I n s u r a n c e .  T h e  d i r e c t o r  o r  a  
d e s i g n e e  w i l l  b e  a  n o n v o t i n g ,  e x  o f f i c i o  m ember  o f  t h e  b o a r d .

S e c .  2 1 . 5 5 . 0 3 0 . P a g e  2 ,  l i n e  1 2 :  d e s c r i b e s  t h e  a s s o c i a t i o n ' s  
g e n e r a l  p o w e r s .

S e c .  2 1 . 5 5 . 0 4 0 . P a g e  2 ,  l i n e  2 1 :  s u b j e c t s  a s s o c i a t i o n  
a r t i c l e s ,  b y l a w s  a n d  o p e r a t i n g  r u l e s  t o  t h e  a p p r o v a l  o f  t h e  
d i r e c t o r  o f  t h e  D i v i s i o n  i f  I n s u r a n c e .

S e c .  2 1 . 5 5 . 0 5 0 . P a g e  3 ,  l i n e  2 6 :  e x e m p t s  t h e  a s s o c i a t i o n  f r o m  
t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t .

S e c .  2 1 . 5 5 . 0 6 0 . P a g e  3 ,  l i n e  2 8 :  e x e m p t s  t h e  a s s o c i a t i o n  f r o m  
t a x e s .

CS HB 589 (Judiciary)
Version #2 dated April 21, 1986

ARTICLE 2
S e c .  2 1 . 5 5 . 1 0 0 . P a g e  4 ,  l i n e  4 :  o f f e r s  t h e  s t a t e  p l a n ,  
i n c l u d i n g  t h e  m e d i c a r e  s u p p l e m e n t  p l a n ,  o n  a n  i n d i v i d u a l  b a s i s  
t o  h i g h - r i s k  r e s i d e n t s .  The  a s s o c i a t i o n  may n o t  d e n y  c o v e r a g e  
t o  a n y  e l i g i b l e  r e s i d e n t .

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

S e c .  2 1 . 5 5 . 1 1 0 . P a g e  4 ,  l i n e  1 6 :  e x p l a i n s  t h e  min imum b e n e f i t s  
o f  t h e  s t a t e  p l a n ,  w h i c h  i s  a  b a s i c  m a j o r  m e d i c a l  p l a n .  
L i f e t i m e  maximum b e n e f i t  i s  $1 m i l l i o n .

S e c .  2 1 . 5 5 . 1 2 0 . P a g e  6 ,  l i n e  2 6 :  o f f e r s  d e d u c t i b l e s  o f  $ 2 0 0 ,  
$500  o r  $ 1 , 0 0 0  p e r  p e r s o n .  The  maximum c o p a y m e n t  b y  e n r o l l e e s  
w o u l d  b e  20% o n c e  t h e  d e d u c t i b l e  i s  m e t  f o r  a l l  h e a l t h  c a r e



S e c .  2 1 . 5 5 . 1 3 0 . P a g e  7 ,  l i n e  2 7 :  e x c l u d e s  c o v e r a g e  f o r  
p r e e x i s t i n g  c o n d i t i o n s  i f  t h e  c o n d i t i o n  b e g ;in w i t h i n  t h e  t h r e e  
m o n t h s  j u s t  p r e c e d i n g  t h e  e f f e c t i v e  d a t e  o f  c o v e r a g e .  
P r e e x i s t i n g  c o n d i t i o n s  w o u l d  n o t  b e  c o v e r e d  f o r  t h e  f i r s t  
s i x  m o n t h s  o f  a  p l a n .  T he  l i m i t a t i o n  c a n  b e  w a i v e d  i f  t h e  
i n s u r e d ' s  p r e v i o u s  i n s u r a n c e  w as  t e r m i n a t e d  a n d  t h e  s t a t e  p l a n  
a p p l i c a t i o n  i s  made  w i t h i n  31 d a y s  f o l l o w i n g  t e r m i n a t i o n .

S e c .  2 1 . 5 5 . 1 4 0 . P a g e  8 ,  l i n e  2 2 :  d e s c r i b e s  c a r e  a n d  s e r v i c e s  
t h a t  a r e  n o t  c o v e r e d  b y  t h e  p l a n .

S e c .  2 1 . 5 5 . 1 5 0 . P a g e  1 0 ,  l i n e  9 :  s e t s  s e p a r a t e  s c a l e s  f  
p r e m i u m  r a t e s  b a s e d  on  a g e  a n d  g e o g r a p h i c  l o c a t i o n  o f  ^he  
i n s u r e d .  I t  a l s o  c a p s  t h e  p r e m i u m s  a t  150% o f  t h e  a v e r a g e  r a t e  
o f  t h e  p l a n  i f  i t  w e r e  o f f e r e d  t o  s t a n d a r d  r i s k  p e o p l e  a s  
d e t e r m i n e d  b y  t h e  f i v e  l a r g e s t  d i s a b i l i t y  i n s u r e r s  i n  t h e  
s t a t e .

ARTICLE 3
S e c .  2 1 . 5 5 . 2 0 0 . P a g e  1 0 ,  l i n e  2 3 :  s e t s  g u i d e l i n e s  f o r  t h e  
a s s o c i a t i o n ' s  s e l e c t i o n  o f  a  w r i t i n g  c a r r i e r  t h r o u g h  a  b i d d i n g  
p r o c e s s .

S e c .  2 1 . 5 5 . 2 1 0 . P a g e  1 1 ,  l i n e  1 :  e x p l a i n s  t h e  d u t i e s  o f  t h e  
w r i t i n g  c a r r i e r  w h i c h  w i l l  b e  c o n t r a c t e d  f o r  t h r e e - y e a r  t e r m s  
u n l e s s  e a r l i e r  t e r m i n a t i o n  i s  a p p r o v e d  b y  t h e  d i r e c t o r .

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

S e c .  2 1 . 5 5 . 2 2 0 . P a g e  1 2 ,  l i n e  1 1 :  r e q u i r e s  t h a t  a s s o c i a t i o n  
m e m b e r s  w i l l  b e  a s s e s s e d  t o  s h a r e  t h e  c l a i m  l o s s e s  a n d  
a d m i n i s t r a t i v e  e x p e n s e s  t h a t  e x c e e d  p r e m iu m  p a y m e n t s .  E a c h  
m em ber  w i l l  c o n t r i b u t e  t o  t h e  a s s o c i a t i o n  a n  a m o u n t  b a s e d  on  
t h a t  m e m b e r ' s  s h a r e  o f  a l l  d i s a b i l i t y  i n s u r a n c e  p r e m i u m s  p a i d  
i n  t h e  s t a t e .  A s s e s s m e n t s  w i l l  b e  made y e a r l y ,  u n l e s s  i n t e r i m  
a s s e s s m e n t s  a r e  d e s i r e d .

A m e m b e r ' s  f a i l u r e  t o  p a y  a n  a s s e s s m e n t  w i t h i n  30 d a y s  c o u l d  
c e a s e  t h a t  m e m b e r ' s  c e r t i f i c a t i o n  t o  o p e r a t e  i n  t h e  s t a t e .

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

ARTICLE 4
S e c .  2 1 . 5 5 . 3 0 0 . P a g e  1 3 ,  l i n e  2 8 :  s t a t e s  t h a t  a l l  h i g h - r i s k  
r e s i d e n t s  a r e  e l i g i b l e  f o r  t h e  s t a t e  p l a n  u n l e s s  c o v e r e d  b y  
a n o t h e r  d i s a b i l i t y  i n s u r a n c e  p o l i c y .  A p e r s o n  l o s e s  
e l i g i b i l i t y  u p o n  c e a s i n g  r e s i d e n c y .

and 50% for mental health care. Maximum annual payments of
deductible and copayments cannot exceed $2,000 per insured.
The plan would pay 100% once that limit is reached.



S e c .  2 1 . 5 5 . 3 1 0 . P a g e  1 4 ,  l i n e  10 :  e x p l a i n s  t h e  e n r o l l m e n t  
p r o c e d u r e .

S e c .  2 1 . 5 5 . 3 2 0 . P a g e  1 4 ,  l i n e  1 9 :  r e q u i r e s  t h e  s t a t e  p l a n  
w r i t e r  t o  r e s p o n d  co t h e  a p p l i c a n t  w i t h i n  30 d a y s  o f  r e c e i v i n g  
t h e  a p p l i c a t i o n .

S e c .  2 1 . 5 5 . 3 3 0 . P a g e  1 4 ,  l i n e  2 4 :  s e t s  t h e  p o l i c y  e f f e c t i v e  
d a t e  a t  t h e  d a y  o f  a p p l i c a t i o n  o n c e  t h e  f i r s t  p r e m iu m  i s  p a i d .  
I t  a l s o  p e r m i t s  60 d a y  r e t r o a c t i v e  c o v e r a g e  f o r  t h o s e  
i n d i v i d u a l s  w h o s e  p r e v i o u s  i n s u r a n c e  t e r m i n a t e d ,  i f  p r e m i u m s  
a r e  p a id ,  f o r  t h e  r e t r o a c t i v e  p e r i o d .

S e c .  2 1 . 5 5 . 3 4 0 . P a g e  1 5 ,  l i n e  9 :  r e q u i r e s  t h a t  t h e  s t a t e  p l a n  
b e  a d v e r t i s e d  t o  t h e  p u b l i c .  An i n s u r e r  who r e j e c t s  o r  
r e s t r i c t s  a  p o l i c y  m u s t  t e l l  t h e  a p p l i c a n t  a b o u t  t h e  s t a t e  
p l a n .

ARTICLE 5
S e c .  2 1 . 5 5 . 4 0 0 . P a g e  1 5 ,  l i n e  2 8 :  e x p l a i n s  t h e  d u t i e s  o f  t h e  
d i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e  i n  r e g a r d  t o  t h e  s t a t e  
p l a n .

S e c .  2 1 . 5 5 . 4 1 0 . P a g e  1 6 ,  l i n e  1 0 :  s t a t e s  t h e  s t a t e  i s  n o t  
l i a b l e  f o r  a s s o c i a t i o n  a c t i o n s .

S e c .  2 1 . 5 5 . 5 0 0 . P a g e  1 6 ,  l i n e  1 4 :  o f f e r s  c h a p t e r  d e f i n i t i o n s .

R e s i d e n t  i s  d e f i n e d  a s  a  p e r s o n  who h a s  l i v e d  i n  t h e  s t a t e  a t  
l e a s t  s i x  c o n s e c u t i v e  m o n t h s  p r i o r  t o  a p p l i c a t i o n  a n d  i n t e n d s  
t o  r e m a i n .  A b s e n c e  f r o m  t h e  s t a t e  i s  p e r m i t t e d  f o r  m e d i c a l  a n d  
e d u c a t i o n a l  r e a s o n s .

A h i g h  r i s k  r e s i d e n t  i s  d e f i n e d  a s  s o m e o n e  who h a s  b e e n  
r e j e c t e d  f o r  d i s a b i l i t y  c o v e r a g e  b y  a t  l e a s t  tw o  a s s o c i a t i o n  
m em b ers  o r  h a s  h a d  a  r e s t r i c t i v e  r i d e r  p l a c e d  on  a  p o l i c y .

S e c t i o n  2 . P a g e  1 9 ,  l i n e  1 4 :  r e q u i r e s  t h a t  t h e  s t a t e  p l a n  b e  
a v a i l a b l e  b y  J u l y  1 ,  1 9 8 7 .

S e c t i o n  3 . P a g e  1 9 ,  l i n e  1 7 :  s e t s  a n  i m m e d i a t e  e f f e c t i v e  d a t e .



MEM ORANDUM

TO: H o u se  J u d i c i a r y , C o m m i t t e e  m e m b e rs

FROM: R e p .  J o h n  Sunc£/\

DATE: A p r i l  1 . ,  1986
/

RE: HB 589

I  h a v e  a t t a c h e d  tw o  v e r s i o n s  o f  a  new CS f o r  HB 589 a l o n g  w i t h  
a  b r i e f  o v e r v i e w  o f  t h e  b i l l  a n d  s e c t i o n a l  a n a l y s e s .

T h e  b i l l  i s  s c h e d u l e d  i n  c o m m i t t e e  t o m o r r o w  ( A p r i l  1 8 ) .

T h e  b i l l  e s t a b l i s h e s  a n  a s s o c i a t i o n  o f  i n s u r a n c e  w r i t e r s  i n  
t h e  s t a t e  t o  o f f e r  h e a l t h  i n s u r a n c e  t o  r e s i d e n t s  —  e s p e : i a l l y  
t h o s e  c o n s i d e r e d  t o  b e  h i g h  r i s k s  a n d  u n a b l e  t o  g e t  s t a n d a r d  
i n s u r a n c e .  11; h a s  u n d e r g o n e  many r e v i s i o n s  a n d  t e c h n i c a l l y  i s  
p r e t t y  c l e a n .  B u t  we h a v e  a  q u e s t i o n  o f  p o l i c y  h e r e  —  w h i c h  
i s  t h e  r e a s o n  f o r  t h e  tw o  v e r s i o n s  o f  t h e  b i l l .

V e r s i o n  #1 w o u l d  p e r m i t  g r o u p s  a n d  s t a n d a r d  r i s k  p e o p l e  t o  
p u r c h a s e  i n s u r a n c e  t h r o u g h  t h e  s t a t e  p l a n ,  a s  w e l l  a s  
h i g h - r i s k  p e o p l e .  I t  v/ou1 1 a l s o  make  p r e m iu m  r a t e s  a c t u a r i a l l y  
s o u n d .

V e r s i o n  if2 w o u l d  l i m i t  e n r o l l m e n t  i n  t h e  s t a t e  p l a n  t o  
h i g h - r i s k  i n d i v i d u a l s  a n d  w o u ld  c a p  t h e  p r e m iu m  t h a t  t h e  
a s s o c i a t i o n  w o u l d  c h a r g e  f o r  t h e  c o v e r a g e .

T e s t i m o n y  h a s  shown t h a t  t h e r e  i s  a  n e e d  f o r  h i g h - r i s k  h e a l t h  
i n s u r a n c e  i n  t h e  s t a t e  a n d  t h a t  c o n c e p t  i s  u n o p p o s e d  —  e v e n  
b y  t h e  i n s u r a n c e  i n d u s t r y .  B u t  t h e  i n d u s t r y  d o e s  o p p o s e  t h e  
i n c l u s i o n  o f  s t a n d a r d  r i s k  i n  t h e  b e l i e f  t h a t  i t  w o u l d  b e  a  
d u p l i c a t i o n  o f  s e r v i c e s  a l r e a d y  p r o v i d e d  a n d  c o m p e t i t i o n  w i t h  
p r i v a t e  e n t e r p r i s e .

I  b e l i e v e  t h a t  e t h i c a l l y  t h e  h e a l t h  i n s u r a n c e  made  a v a i l a b l e  
t h r o u g h  t h i s  a s s o c i a t i o n  s h o u l d  b e  o f f e r e d  t o  a l l  r e s i d e n t s .  
B u t  t h a t  i s  t h e  m a j o r  d e c i s i o n  we f a c e  w i t h  HB 5 8 9 .

T h a n k s  f o r  y o u r  c o n s i d e r a t i o n .
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A c t  r e l a t i n g  t o  d i s a b i l i t y  i n s u r a n c e ;  a n d  p r o v i d i n g  f o r  an  
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OVERVIEW
P r e p a r e d  b y  R e p .  J o h n  S u n d ' s  o f f i c e ;  A p r i l  1 7 ,  1986 

O b j e c t i v e

T h e  p r i m a r y  p u r p o s e  o f  HB 589 i s  t o  e n s u r e  m e d i c a l  i n s u r a n c e  
a v a i l a b i l i t y  t o  t h o s e  A l a s k a n  r e s i d e n t s  who a r e  c o n s i d e r e d  t o o  
h i g h  o f  a  h e a l t h  r i s k  f o r  s t a n d a r d  i n s u r a n c e  i n  t h e  o p e n  
m a r k e t p l a c e .

W hat  T h i s  B i l l  Does

HB 589 w o u l d  e s t a b l i s h  a  n o n p r o f i t ,  s t a t e w i d e  a s s o c i a t i o n  o f  
a l l  d i s a b i l i t y  i n s u r e r s  i n  t h e  s t a t e .  P a r t i c i p a t i o n  i n  t h e  
a s s o c i a t i o n  w o u l d  b e  m a n d a t o r y  i n  o r d e r  t o  do  b u s i n e s s  i n  t h e  
s t a t e .

T h e  a s s o c i a t i o n  w o u l d  o f f e r  m a j o r  m e d i c a l  i n s u r a n c e  a n d  
m e d i c a r e  s u p p l e m e n t  i n s u r a n c e  a s  d e s c r i b e d  i n  t h e  b i l l  t o  a n y  
A l a s k a n  who c a n n o t  g e t  s t a n d a r d  c o v e r a g e  o r  h a s  e x c e s s i v e  
r e s t r i c t i o n s  p l a c e d  o n  h i s  o r  h e r  i n s u r a n c e .  C e r t a i n  
e l i g i b i l i t y  r e q u i r e m e n t s  w o u l d  b e  s e t .

The  a s s o c i a t i o n  m e m b e rs  w o u l d  s h a r e  t h e  c o s t  o f  c l a i m  p a y m e n t s  
i n  e x c e s s  o f  p r e m iu m  i n c o m e  t h r o u g h  p e r i o d i c  a s s e s s m e n t s .  The  
a s s o c i  i t i o n  w o u l d  a d m i n i s t e r  t h e  p l a n  u n d e r  t h e  m o n i t o r i n g  o f  
t h e  d i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e .  L i t t l e  c o s t  w o u ld  
b e  b o r n  b y  r h e  s t a t e .  (The  b i l l  c a r r i e s  a  $ 3 7 , 0 0 0  f i s c a l  n o t e  
t h a t  r e d u c e s  o v e r  s u b s e q u e n t  y e a r s . )

V e r s i o n  r l  v e r s u s  V e r s i o n  ^2

T h e r e  a r e  tw o  d i f f e r e n c e s  b e t w e e n  t h e  tw o  v e r s i o n s  o f  t h i s  
b i l l .  I n  a d d i t i o n  t o  t h e  h i g h  r i s k  c o v e r a g e ,  V e r s i o n  #1 w o u ld  
o f f e r  i n s u r a n c e  t o  s t a n d a r d  r i s k  A l a s k a n s  a n d  s m a l l  g r o u p s  o f  
u p  t o  25 r e s i d e n t s .  V e r s i o n  #1 a l s o  s e e k s  a c t u a r i a l l y  s o u n d  
p r e m iu m  r a t e s  a n d  m a k e s  no  a t t e m p t  t o  c a p  a n y  o f  t h e  r a t e s .

V e r s i o n  # 2 ,  o n  t h e  o t h e r  h a n d ,  w o u l d  a p p l y  o n l y  t o  h i g h - r i s k  
i n d i v i d u a l s  a n d  w o u l d  c a p  t h e  p r e m iu m  r a t e .  The  c a p  w o u l d  b e  
150% o f  t h e  a v e r a g e  r a t e  o f  t h e  p l a n  i f  i t  w e r e  o f f e r e d  t o  
s t a n d a r d  r i s k  p e o p l e  a s  d e t e r m i n e d  b y  t h e  f i v e  l a r g e s t  
d i s a b i l i t y  i n s u r e r s  i n  t h e  s t a t e .

W h ich  v e r s i o n  t o  u s e  i s  a  m a t t e r  o f  p o l i c y .  S h o u l d  a  s t a t e  
p l a n  b e  a v a i l a b l e  t o  a l l  r e s i d e n t s ,  o r  s h o u l d  some A l a s k a n s  b e  
e x c l u d e d ?  And s h o u l d  we r i s k  ( i n  t h e  c a s e  o f  V e r s i o n  #2) t h a t  
r a t e s  w i l l  b e  t o o  h i g h  a n d  u n a f f o r d a b l e ?

Why T h i s  B i l l  I s  N e e d e d

Standard disability insurance is often denied people who are 
considered high risks, such as older individuals and those who 
are suffering or have suffered from serious illnesses. 
Comprehensive insurance should be available to these people. 
Moreover, providing them insurance should eventually decrease 
costs to society.



An A c t  r e l a t i n g  t o  d i s a b i l i t y  i n s u r a n c e ;  a n d  p r o v i d i n g  f o r  an  
e f f e c t i v e  d a t e .

SECTIONAL ANALYSIS

P r e p a r e d  b y  R e p .  J o h n  S u n d ' s  o f f i c e ;  A p r i l  1 7 ,  1986

S e c t i o n  1 
ARTICLE 1
S e c .  2 1 . 5 5 . 0 1 0 . P a g e  1 ,  l i n e  1 2 :  c r e a t e s  t h e  C o m p r e h e n s i v e  
D i s a b i l i t y  I n s u r a n c e  A s s o c i a t i o n ,  a  n o n p r o f i t  c o r p o r a t i o n  w i t h  
m e m b e r s h i p  c o n s i s t i n g  o f  a l l  l i c e n s e d  d i s a b i l i t y  i n s u r e r s  a n d  
l i c e n s e d  h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n s  i n  t h e  s t a t e  
t h a t  w r i t e  on  a n  e x p e n s e  i n c u r r e d  b a s i s .  I n s u r e r s  m u s t  b e  
m e m b e rs  o f  t h e  a s s o c i a t i o n  i n  o r d e r  t o  do  b u s i n e s s  i n  t h e  
s t a t e .

S e c .  2 1 . 5 5 . 0 2 0 . P a g e  1 ,  l i n e  2 1 :  s e t s  a  s e v e n - m e m b e r  b o a r d  o f  
d i r e c t o r s  s e l e c t e d  b y  a s s o c i a t i o n  m em b ers  a n d  a p p r o v e d  b y  t h e  
d i r e c t o r  o f  t h e  s t a t e  D i v i s i o n  o f  I n s u r a n c e .  The  d i r e c t o r  o r  a 
d e s i g n e e  w i l l  b e  a  n o n v o t i n g ,  e x  o f f i c i o  member  o f  t h e  b o a r d .

S e c .  2 1 . 5 5 . 0 3 0 . P a g e  2 ,  l i n e  1 1 :  d e s c r i b e s  t h e  a s s o c i a t i o n ' s  
g e n e r a l  p o w e r s .

S e c .  2 1 . 5 5 . 0 4 0 . P a g e  2 ,  l i n e  2 0 :  s u b j e c t s  a s s o c i a t i o n  
a r t i c l e s ,  b y l a w s  a n d  o p e r a t i n g  r u l e s  t o  t h e  a p p r o v a l  o f  t h e  
d i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e .

S e c .  2 1 . 5 5 . 0 5 0 . P a g e  3 ,  l i n e  2 5 :  e x e m p t s  t h e  a s s o c i a t i o n  f ro m  
t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t .

S e c .  2 1 . 5 5 . 0 6 0 . P a g e  3 ,  l i n e  2 7 :  e x e m p t s  t h e  a s s o c i a t i o n  f ro m  
t a x e s .
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ARTICLE 2
S e c .  2 1 . 5 5 . 1 0 0 . P a g e  4 ,  l i n e  2 :  s p e c i f i e s  t h e  t y p e s  o f  
i n s u r a n c e  p l a n s  t h a t  w i l l  b e  a v a i l a b l e  t h r o u g h  t h e  
a s s o c i a t i o n :  g r o u p  p l a n  f o r  u p  t o  25 r e s i d e n t s ;  i n d i v i d u a l  
p l a n  f o r  s t a n d a r d  r i s k s ;  i n d i v i d u a l  p l a n  f o r  h i g h  r i s k s ;  
m e d i c a r e  s u p p l e m e n t  p l a n  f o r  t h o s e  65 y e a r s  o r  o l d e r  who a r e  
e i t h e r  s t a n d a r d  o r  h i g h - r i s k .  E a c h  p l a n  w i l l  h a v e  a n  o p t i o n  o f  
t h r e e  d e d u c t i b l e s .

E l i g i b i l i t y  r e q u i r e m e n t s  f o r  t h e  h i g h - r i s k  p l a n  a r e  d e f i n e d .  
T h e  a s s o c i a t i o n  may n o t  d e n y  c o v e r a g e  t o  a n y  e l i g i b l e  s t a t e  
r e s i d e n t ,  b u t  may d e t e r m i n e  w h e t h e r  t h e  i n d i v i d u a l  f i t s  i n t o  
t h e  h i g h - r i s k  o r  s t a n d a r d  r i s k  g r o u p .

S e c .  2 1 . 5 5 . 1 1 0 . P a g e  5 ,  l i n e  2 4 :  e x p l a i n s  t h e  min imum b e n e f i t s  
o f  t h e  s t a t e  p l a n ,  w h i c h  i s  a  b a s i c  m a j o r  m e d i c a l  p l a n .  
L i f e t i m e  maximum b e n e f i t  i s  $1 m i l l i o n .



S e c .  2 1 . 5 5 . 1 3 0 . P a g e  8 ,  l i n e  2 6 :  o f f e r s  d e d u c t i b l e s  o f  $ 2 0 0 ,  
$500  o r  $ 1 , 0 0 0  p e r  p e r s o n  The  maximum c o p a y m e n t  b y  e n r o l l e e s  
w o u l d  b e  20% o n c e  t h e  <* c i b l e  i s  m e t  f o r  a l l  h e a l t h  c a r e
a n d  50% f o r  m e n t a l  h e a l  a r e .  Maximum a n n u a l  p a y m e n t s  o f
d e d u c t i b l e  a n d  c o p a y m e n t s  c a n n o t  e x c e e d  $ 2 , 0 0 0  f o r  i n d i v i d u a l s  
a n d  $ 4 , 0 0 0  f o r  f a m i l i e s .  T h e  p l a n  w o u l d  p a y  100% o n c e  t h o s e  
l i m i t s  a r e  r e a c h e d .

S e c .  2 1 . 5 5 . 1 4 0 . P a g e  9 ,  l i n e  2 8 :  e x c l u d e s  c o v e r a g e  f o r  
p r e e x i s t i n g  c o n d i t i o n s  i f  t h e  c o n d i t i o n  b e g a n  w i t h i n  t h e  s i x  
m o n t h s  j u s t  p r e c e d i n g  t h e  e f f e c t i v e  d a t e  o f  c o v e r a g e .  
P r e e x i s t i n g  c o n d i t i o n s  w o u l d  n o t  b e  c o v e r e d  f o r  t h e  f i r s t  y e a r  
o f  a  p l a n .  T h e  l i m i t a t i o n  c a n  b e  w a i v e d  f o r  a  10% a d d i t i o n a l  
p r e m i u m  p a y m e n t ,  o r  i f  t h e  i n s u r e d ' s  p r e v i o u s  i n s u r a n c e  w as  
t e r m i n a t e d  a n d  t h e  s t a t e  p l a n  a p p l i c a t i o n  i s  made  w i t h i n  31 
d a y s  f o l l o w i n g  t e r m i n a t i o n .

S e c .  2 1 . 5 5 . 1 5 0 . P a g e  1 1 ,  l i n e  3 :  d e s c r i b e s  c a r e  a n d  s e r v i c e s  
t h a t  a r e  n o t  c o v e r e d  b y  t h e  p l a n .

S e c .  2 1 . 5 5 . 1 6 0 . P a g e  1 2 ,  l i n e  2 0 :  r e q u i r e s  t h e  a s s o c i a t i o n  t o  
a d o p t  a  p l a n  f o r  c o o r d i n a t i n g  b e n e f i t s  w i t h  o t h e r  i n s u r a n c e  
c o v e r a g e .

S e c .  2 1 . 5 5 . 1 7 0 . P a g e  1 2 ,  l i n e  2 4 :  s t a t e s  t h a t  p r e m i u m s  m u s t  b e  
r a t e d  on g e n e r a l l y  a c c e p t e d  a c t u a r i a l  p r i n c i p l e s  a n d  may n o t  
b e  e x c e s s i v e  o r  d i s c r i m i n a t o r y .  The  a s s o c i a t i o n  may s e t  
s e p a r a t e  s c a l e s  o f  r a t e s  b a s e d  o n  a g e ,  g r o u p  o r  i n d i v i d u a l  
c o v e r a g e  a n d  s t a n d a r d  o r  h i g h - r i s k  c o v e r a g e .  A f l a t  r a t e  w o u l d  
b e  u s e d  f o r  d e p e n d e n t s .

ARTICLE 3
S e c .  2 1 . 5 5 . 2 0 0 . P a g e  1 3 ,  l i n e  9 :  s e t s  g u i d e l i n e s  f o r  t h e  
a s s o c i a t i o n ' s  s e l e c t i o n  o f  a  w r i t i n g  c a r r i e r  t h r o u g h  a  b i d d i n g  
p r o c e s s .

S e c .  2 1 . 5 5 . 2 1 0 .  P a g e  1 3 ,  l i n e  1 6 :  e x p l a i n s  t h e  d u t i e s  o f  t h e  
w r i t i n g  c a r r i e r  w h i c h  w i l l  b e  c o n t r a c t e d  f o r  t h r e e - y e a r  t e r m s  
u n l e s s  e a r l i e r  t e r m i n a t i o n  i s  a p p r o v e d  b y  t h e  d i r e c t o r .

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

S e c .  2 1 . 5 5 . 2 2 0 . P a g e  1 4 ,  l i n e  2 6 :  a l l o w s  ' m r o l l m e n t  i n  t h e  
s t a t e  p l a n  t o  a l l  e l i g i b l e  p e o p l e  a n d  r e q u i r e s  t h a t  
a s s o c i a t i o n  m e m b e rs  w i l l  s h a r e  t h e  c l a i m  l o s s e s  a n d  
a d m i n i s t r a t i v e  e x p e n s e s  t h a t  e x c e e d  p r e m iu m  p a y m e n t s .  E a c h  
m em ber  w i l l  c o n t r i b u t e  t o  t h e  a s s o c i a t i o n  a n  a m o u n t  b a s e d  on 
t h a t  m e m b e r ' s  s h a r e  o f  a l l  d i s a b i l i t y  i n s u r a n c e  p r e m iu m s  p a i d  
i n  t h e  s t a t e .  A s s e s s m e n t s  w i l l  b e  made y e a r l y ,  u n l e s s  i n t e r i m  
a s s e s s m e n t s  a r e  d e s i r e d .

Sec. 2 1 . 55.120. Page 8, line 12: explains two typos of
medicare supplement plans: a minimum benefits plan which is
defined in present regulation and an expanded coverage plan.



A m e m b e r ' s  f a i l u r e  t o  p a y  a n  a s s e s s m e n t  w i t h i n  30 d a y s  c o u l d  
c e a s e  t h a t  m e m b e r ' s  c e r t i f i c a t i o n  t o  o p e r a t e  i n  t h e  s t a t e .

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

ARTICLE 4
S e c .  2 1 . 5 5 . 3 0 0 . P a g e  1 6 ,  l i n e  1 4 :  s t a t e s  t h a t  a l l  r e s i d e n t s  o r  
g r o u p s  c f  up  t o  25 r e s i d e n t s  a r e  e l i g i b l e  f o r  t h e  s t a t e  p l a n .  
An i n d i v i d u a l  who h a s  v o l u n t a r i l y  e n d e d  c o v e r a g e  i n  t h e  s t a t e  
p l a n ,  h o w e v e r ,  c a n n o t  r e e n t e r  t h e  p l a n  f o r  12 m o n t h s .

S e c .  2 1 . 5 5 . 3 1 0 . P a g e  1 6 ,  l i n e  2 4 :  e x p l a i n s  t h e  e n r o l l m e n t  
p r o c e d u r e  a n d  d i s a l l o w s  t h o s e  p e o p l e  c o v e r e d  u n d e r  a n o t h e r  
m e d i c a l  p l a n  a s  t h e  p r i m a r y  p o l i c y h o l d e r  f r o m  e n r o l l i n g  i n  t h e  
s t a t e  p l a n .  A p e r s o n  l o s e s  e l i g i b i l i t y  u p o n  c e a s i n g  r e s i d e n c y .

S e c .  2 1 . 5 5 . 3 2 0 . P a g e  1 7 ,  l i n e  1 3 :  r e q u i r e s  t h e  s t a t e  p l a n  
w r i t e r  t o  r e s p o n d  t o  t h e  a p p l i c a n t  w i t h i n  30 d a y s  o f  r e c e i v i n g  
t h e  a p p l i c a t i o n .

S e c . 2 1 . 5 5 . 3 3 0 . P a g e  1 7 ,  l i n e  2 2 :  p e r m i t s  60 d a y  r e t r o a c t i v e  
c o v e r a g e  f o r  t h o s e  h i g h  r i s k  i n d i v i d u a l s  w h o s e  p r e v i o u s  
i n s u r a n c e  t e r m i n a t e d ,  i f  p r e m i u m s  a r e  p a i d .

S e c .  2 1 . 5 5 . 3 4 0 . P a g e  I S ,  l i n e  1 :  r e q  i r e s  t h a t  t h e  h i g h - r i s k  
p o r t i o n  o f  t h e  p l a n  b e  a d v e r t i s e d  t o  c h e  p u b l i c  a n d  t h a t  t h e  
p l a n  w r i t e r  p a y  a  $50 r e f e r r a l  f e e  t o  e v e r y  i n s u r a n c e  a g e n t  
who r e f e r s  a n  a c c e p t e d  a p p l i c a n t  t o  t h e  s t a t e  p l a n .  An i n s u r e r  
who r e j e c t s  o r  r e s t r i c t s  a  p o l i c y  m u s t  t e l l  t h e  a p p l i c a n t  
a b o u t  t h e  s t a t e  p l a n .

ARTICLE 5
S e c .  2 1 . 5 5 . 4 0 0 . P a g e  1 8 ,  l i n e  2 6 :  e x p l a i n s  t h e  d u t i e s  o f  t h e  
d i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e  i n  r e g a r d  t o  t h e  s t a t e  
p l a n .

S e c .  2 1 . 5 5 . 4 1 0 . P a g e  1 9 ,  l i n e  8 :  s t a r e s  t h e  s t a t e  i s  n o t  
l i a b l e  f o r  a s s o c i a t i o n  a c t i o n s .

S e c .  2 1 . 5 5 . 5 0 0 . P a g e  1 9 ,  l i n e  12 :  o f f e r s  c h a p t e r  d e f i n i t i o n s .  
R e s i d e n t  i s  d e f i n e d  a s  a  p e r s o n  who h a s  l i v e d  i n  t h e  s t a t e  a t  
l e a s t  s i x  c o n s e c u t i v e  m o n t h s  p r i o r  t o  a p p l i c a t i o n  a n d  i n t e n d s  
t o  r e m a i n .  A b s e n c e  f r o m  t h e  s t a t e  i s  p e r m i t t e d  f o r  m e d i v a l  
r e a s o n s .

S e c t i o n  2 . P a g e  2 2 ,  l i n e  1:  r e q u i r e s  t h a t  t h e  s t a t e  p l a n  b e  
a v a i l a b l e  b y  J u l y  1 ,  1 9 8 7 .

S e c t i o n  3 . P a g e  2 2 ,  l i n e  4 :  s e t s  a n  i m m e d i a t e  e f f e c t i v e  d a t e .


