
A L A b K A  L £ . b i a i i A lU K f i  b u m u i j u  r i L L d  1  ' J O J -  1  fO D
3515 HLAB ? HB 547 -  HB 577 i f ;



■

RECORDS 
CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify 

that the microfilm images on this microform are accurate reproductions 

of the original records of the State of Alaska as accumulated during die 

regular course of business, and that it is the established policy and practice 

of this State to microfilm its records and to dispose of the original records 

after microfilm reproductions have been made.

J / s / n

Date

02-519 (REV 8/78)





A L A S K A  S T A T E  L E G I S L A T U R E  
H O U S E  O F  R E P R E S E N T A T I V E S  

R E S E A R C H  A G E N C Y

Pouch Y , State Capitol 
Juneau, Alaska 99811 

(907) 465-3991

February 11, 1986
MEMORANDUM
TO: Representative John Sund
ATTN: Shari Kochman
FROM: Katherine Hazard^/'

Legislative Analyst
RE: Group Insurance for Self-Employed Persons

Research Request 86-092 /
You asked whether i t  would be possible to change current Alaska Statutes 
so that individuals, such as persons who are self-employed, could form 
a group in order to obtain health insurance. In the United States, 
the federal government does not reyulate insurance; state governments 
are the primary source of regulation for the insurance industry. Thus, 
there are no conflic ts with federal laws. Two segments of Alaska 
Statutes would need revision to permit formation of groups for the 
purpose of obtaining health insurance: AS 21.54.060 and AS 21.48.010.
In the Alaska Statutes, health insurance is included as d isab il i ty  in ­
surance. According to current statute (AS 21.54.060), d isab il i ty  insur- 
ance may cover groups under a policy issued to:

1) an employer of trustees of a fund, insuring employees;
2) an association (including e labor union) which has a constitu­

tion and bylaws, and which has been organized for purposes 
other than .hat of obtaininn insurance, insuring members and 
employees;

3) the trustees of a fund established by two or more employers in 
a related industry, one or mor^ labor unions, or by an associa­
tion , insuring employees or meimers;

4) a person or organization to which group l i f e  insurance may be 
issued, or;

5) any other substantially similar group which the Director of In­
surance (Department of Commerce and Economic Development) deter­
mines may be subject to the issuance of a group d isab il i ty  
policy.



Representative Sund
February 11, 1936
Page Two

Pertinent to number four above, the statute governing issuance of group 
l i f e  insurance specifies that "a group l i f e  insurance policy may not 
De delivered in th is state insuring the lives of more than one ind i­
vidual unless (1) the policyholder was formed for purposes other than 
obtaining insurance" [AS 21.48.010(a)].
According to Jim Jordan of the Division of Insurance, these Alaska 
statutes were modeled after the National Association of Insurance 
Commissioners' model group insurance law. The rationale behind prohib­
it ing  formation of a group for the purpose of obtaining insurance is to 
prevent groups of unhealthy individuals who are high insurance risks 
from forming a group. This rationale was offered as the basis for the 
statutory prohibitions by Jim Jordan, Greg Scandlen of the Blue Cross 
Blue Shield Association, and an attorney with the National Association 
of Insurance Commissioners.1 Mr. Scandlen said he doubted that insur­
ance companies would be flocking to cover unhealthy individuals who 
formed a group in order to obtain insurance.
Under present law, an insurance company is not required to issue po li­
cies to groups which meet the legal stipulations described above; i t  
may_ issue a policy. The decision is le f t  to the discretion of the 
insurance company. I f  the prohibitions in AS 21.54.060 and AS 21.48.010 
were dropped, the same discretionary power could prevail with respect 
to groups formed for the purpose of obtaining insurance.
The following ju risd ic tions c u r r - i t ly  have group insurance laws which 
do not prohib it formation of groups for the purpose of obtaining insur­
ance: Missouri, Rhode Island, North Dakota, Wisconsin, and the D is tr ic t  
of Columbia. Laws in these states do not specifica lly allow formation 
of a group, they simply fa i l  to prohibit i t .

t
Several advantages are afforded by group insurance policies. Group 
policies can frequently be offered at lower rates because there are 
economies of scale to administrative costs in handling the policy, run­
ning medical checks, b i l l in g ,  etc. In many instances, costs are also 
reduced because the risk of incurring costs is spread more broadly.

•^Jim Jordan, Division of Insuran e, Department of Commerce and Economic 
Development, Anchorage, Alaska. (907) 562-3626
Greg Scandlen, Blue Cross Blue Shield Association, Washington, D.C. 
(202) 783-6222
Sandra G . l f i l la n ,  National Association of Insurance Commissioners, 
Kansas City, Missouri. (816) 842-3600.
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Ev/wv Tow-risk individuals who are members of a group comprised in part 
off infi'gper risk individuals may save money as a resu lt of reduced admin- 
ii^fniitfive costs. Another advantage often afforded through group po li-  
cr.es is that individuals covered by the policy are covered for pre- 
'e*iittag conditions. Prerexisting conditions are not usually covered 
.L i- t a r t  of individual policies.
*HGn:ugh current laws re s t r ic t  formation of a gi oup for the purpose of 
tibtamm-nng insurance, the group size of which an individual must be a 
nuanfrEr is small enough that the statutory restr ic t ions are not as 
pratubfitive as they might at f i r s t  seem to be. The current minimum 
i r x f f i  T it mi t  for a group policy with the two companies consulted (Blue 
Crnait'if Washington and Alaska and State Farm Insurance) is five. 
Tumi., any association of at least five members which has a constitution 
and. uy.faws and was organized for a purpose other than to obtain insur- 
a.iree„ orould apply for group insurance. According to Mr. Scandlen, Blue 
Cnres: sf Washington and Alaska offers open enrollment to groups as 
sma.T.T as five ; any group member could be covered by the policy, ind i- 
vTdun.Ts would not be asked to write a health statement, and individuals 
w/iiiT.it be covered for pre-existing conditions.

* * * *

Sav/iraT states also have laws which provide opportunity for insurance
avKira’.ge to individuals who are otherwise uninsurable. Your aide
mmnttn<»red interest in th is subject also, although our agency was not 
iTttqjussired to research th is subject. In the course of researching
itte: suliject of group insurance for self-employed persons, I obtained the 
fr.c' anviing information regarding this second topic.
/Aft fiiftfetft eight states—Connecticut, Florida, Indiana, Minnesota, Mon- 
■tutim.., North Dakota, Rhode Island, and Wisconsin—currently have health 
ii.riiiuntnce risk pooling laws, which enable persons otherwise uninsurable 
ku. aifiain health insurance coverage.2 According to Danny Albert of the 
Gomrex:ticut Department of Insurance, the Connecticut Comprehensive 
l l t iuTklv Care Plan has not resulted in added costs to the state; costs 
arre ifirared by a ll insurance companies licensed in the state. Mr.
A.fibrurt said th is program has been operating since 1975, when i t  was

-Tlrr.' l i s t ,  excepting Montana, was provided by Kevin Osborn of the 
Nifcfrrional Council on State Governments (NCSL). (606) 252-2291.
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created by Connecticut Statutes 38-371 through 38-381. The Indiana 
Comprehensive Health Insurance Association provides sim ilar coverage 
for otherwise uninsurable individuals (Indiana Statute 27-8-10). At­
tached is a memorandum discussing the Montana Health Insurance Poole
Please le t us know i f  you have further questions.
KH
Attachment
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Reoresentstive Tom Throoc

FROM:: Theresa McHugh, Research Analyst

SUBJECTT" Louisiana and Montana Health Insurance Pools

DATE : : September 25, 19S5

asked Legislative Research to compare bills itroduced in
Louisiana and Montana to establish health insurance poo_ . This

L e g i s l a t i v e  P u rp  se

The. legislative purpose of both measures is to insure 
avai Lab i L i ty of health insurance coverage for residents who are 
othe.rw-t.se uninsurable. All insurers in the state must participate 
in. the -program. The bills call for the programs to be governed by a 
heard, if iireccors, overseen by the state Commissioner of Insurance.

E  lii.g r b  i . I . i ty C r i t e r i a
I

Eligibility criteria to purchase health insurance under both 
bills wcv.ld include being a state resident for at least six months 
priar tiff application. The Louisiana bill also would require a per- 
scn. to have received health insurance coverage rejections, for 
health. reasons, from three insurers during the same tine period. 
Man.tann."H5 817 would only require rejection from two insurers in 
the six: month period. Persons who can only buy insurance with a 
rider: that limits coverage for a pre-existing medical condition 
waviLcf he. eligible in both states.

Louisiana1 a measure would also give eligibility to persons who 
have b<£*en refused coverage similar to the comprehensive health in­
surance- plan or who have been offered similar insurance plans at 
higher premium rates. The bill provides exceptions to the 
eiig.ibxl.xty criteria for persons with certain medical conditions, 
which, ate to be specified by the board. Louisiana's bill also 
provides a list of persons ineligible for insurance coverage through 
the p'aai .
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TO: Representative Tom Throop

FROM: Theresa McHugh, Research Analyst

SUBJECT: Louisiana and Montana Health Insurance Pools

D A T E : September 25, 1985

You asked Legislative Research to compare bills introduced in 
Louisiana and Montana to establish health insurance pools. This 
memorandum provides information on these similar measures.

Legislative Purpose

The legislative purpose of both measures is to insure 
availability of health insurance coverage for residents who arc: 
otherwise uninsurable. All insurers in the state must participate 
in the program. The bills call for the programs to be governed by a 
board of directors, overseen by the state Commissioner of Insurance.

Eligibility Criteria

Eligibility criteria to purchase health insurance under both 
bills would include being a state resident for at least r'ix months 
prior to application. The Louisiana bill also would require a per­
son to have received health insurance coverage rejections, for 
health reasons, from three insurers during the same time period. 
Montana's HB 817 wouiu only require rejection from two insurers in 
the six month period. Persons who can only buy insurance with a 
rider that limits coverage for a pre-existing medical condition 
would be eligible in both states.

ouisiana's measure would also give eligibility to persons who 
have been refused cover . ~e similar to the comprehensive health in­
surance plan or who havi. been offered similar insurance plans .t 
higher premium rates. The bill provides exceptions to the 
eligibility criteria for persons with certain medical conditions, 
wnich are to be specified by the board. Louisiana's bill also 
provides a list of persons ineligible for insurance coverage through 
the pool.
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Extant of Insurance Coverage

Under HB 817, the Montana comprehensive health association 
would be required to offer a policy that provides the benefits of a 
"qualified plan," which means that minimum benefits must cover at 
least 30 percent of the services specified in the bill, after an an­
nual deductible fee, which may not be over $1,000 per person. 
Coverage would also include a $5,000 per person annual limit on 
"out-of-pocket" expenses for covered services and there would be a 
maximum lifetime benefit of at least $100,000.

Under Louisiana's pool, the board with the commissioner's 
approval, would be required to establish major medical expense 
coverage, including a schedule of benefits, exclusions, and other 
limitations which must be commensurate with individual health in­
surance provided by the five insurers writing the largest amount of 
individual health insurance coverage in the state. A high and low 
deductible option would be available to persons buying insurance 
through the pool. Factors which would be considered in establishing 
coverage are current levels of health care provided in Louisiana and 
appropriate medical economic factors.

Pool Insurer Selection Process

Louisiana's board would select an insurer through a com­
petitive bidding process to administer the pooi for a three year 
term. Criteria for selection and the administering insurer's 
responsibilities are specified in the bill.

Montana's association would select a lead carrier to perform 
administrative and claims payment functions for the association for 
three years. The board would prepare specifications and bid forms, 
solicit bids from insurers, and establish selection criteria for the 
lead carrier position. The measure specifies that the lead carrier 
is an independent contractor for the association and is individually 
liable for its actions.

Premium Rates

In Louisiana, initially, annual premium rates could not exceed 
135 percent of rates established as appropriate for individual stan­
dard risks and they would never exceed 165 percent of such rates. 
Individual standard risk rates are based on the average individual 
rate charged by the five insurers writing the largest amount of 
health insurance coverage in the state. Montana's premiums would be 
calculated in the same way, but may not be less than 150 percent, or 
more than 40 percent, of the average premium rates of the five
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bill requires a study of claims loss experience under the pool afte 
the pool has been in operation for two vears.

Status of Measures

Montana enacted HB 817, but So 452 in Louisiana was in commit 
tee upon adjournment. The sponsor of SB 452 decided the issue war­
ranted further study and introduced a study request on the subject. 
At this time, there is no specific date for initiation of the study

M b  tit

ui’iK  ■
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3. Timetable

A state medical society should allow approx­

imately one year for the study and implemen­

tation strategy, plus one to several yearn 

to put the recommendations into effect.

The project in Wisconsin involved many hours of hard 

work, by society members, staff and others. The result, 

however, has been rewarding for SMS and promises to pro­

vide an improved public health system for the people of 
Wisconsin.

HEALTH INSURANCE LAWS

Risk Sharing Pools

An Indiana tlaw creates the Indiana Comprehensive 

Health Insurance* Association, a nonprofit legal entity 

composed of health insurance carriers, prepaid health care 

delivery plans, and self-insurers who are not exempt from 

state insurance regulation through action of federal law 

or who are political subdivision of the state.

The association is to issue policies of health insur­

ance to eligible state residents. A person is eligible 
for an association policy when he has been rejected by two 

carriers for coverage substantially similar to the associ­

ation plan coverage (without material underwriting re­

striction) at a rate equal to or less than the association 
plan rate.

The law provides that the rates for a given classifi­

cation may not be more than 130% of the average premium 

rate for that class charged by the five carriers with the 

largest premium volume in the state during the preceding 
calendar year.

An association policy is to provide for a $200 deduc­

tible and a 20% copayment requirement for expenses in 
excess of the deductible, except that the maximum 

aggregate out-ot-pocket payments for eligible expenses by 

the insured in the form of deductibles and coinsurance may 

not exceed $1,000 per person or $2,000 per family, per 

policy year.

An association policy may exclude coverage for pre­

existing conditions for the first 6 months of coverage for 

any condition manifesting itself within the 6 month period 

before the effective date of coverage. (S.B. 99)

North Dakota law establishes a comprehensive health 

association with participating membership consisting of 

insurers with an annual premium volume of accident and 

sickness insurance contracts, derived from or on behalf of 

state residents, of at least $100,000. The association is 

to offer a policy of comprehensive health insurance 

coverage to eligible persons.

A person is eligible and may enroll in the plan by 

showing he is a resident of the state and has been 
rejected for accident and sickness Insurance or that 

restrictive riders or a preexisting conditions limitation 
(the effect of which is to reduce substantially coverage



from that received by a person considered a standard risk) 
was required by at least two insurers within the previous 

six months.
The association is to communicate to the public infor­

mation regarding the existence of the comprehensive health 

insurance plan and the means of enrollment. Licensed 

accident and sickness insurance agents are to be paid $25 

for each applicant referred to the association plan and 

a c c e p t e d .
Insurers that reject an applicant or apply under­

writing restrictions for accident and sickness insurance, 

are required to notify the applicant of the existence of 

the association plan, the requirements for being accepted 

in it, and the procedure for applying to it. (H.B. 1058)

Policy Provisions and Language

New Mexico legislation requires that insurance 

policies delivered in the state meet minimum standards of 

language simplification to make them easily readable. 

(S.B. 378) Another New Mexico law requires that health

* nsu r a n c _ policies contain certain provisions relating to: 

the policy as the entire contract, the time limit on cer­

tain defenses, grace period, reinstatement, notice of 

claim, claim forms, proof of loss, time of pnymenl of 

claims, payment of claims, physical examinations a'd 

autopsy, legal actions, and change of beneficiary.

(S.B. 359)

Breast Reconstruction

Arizona law requires that insurance contracts which 

provide coverage for surgical services for a mastectomy 

also provide coverage incidental to the patient's covered 

mastectomy for surgical services for breast reconstruction 

and for at least two external postoperative prosthcses. 

(S.B. 1025)

Alcoholism

A New York law requires that every insurer issuing a 

group policy which provides coverage for inpatient hos­

pital care must make available and, if requested by the 

contract holder, provide coverage for the diagnosis and 

treatment of alcoholism or alcohol abuse. (A.3. 1684) A 

Utah law requires insurance carriers offering group dis­

ability policies to make available a rider providing for 

alcoholism detoxification and treatment. (H.B. 257)

Mental Illness

Insurers and health service corporations transacting 

health insurance in Montana must make available certain 

benefits for the necessary care and treatment of mental 
illness. Mental illness is defined as neurosis, psycho­

neurosis, psychopathy, psychosis, or personality dis­

order. (S.B. 352)



Representative John Sur.d 
Pouch V
Juneau, Alaska 99311

John:

I support pour sponsorship of HE 547 creating insurance pools.

You '.rill remember that on September 30 last year I was summarily 
dismissed as manager of Ketchikan Senior Services for the weakest 
of reasons, a subterfuge for the real reason in my opinion. This 
action was token by Sharon Adelraeyer even though the cnnabling legi 
laticn gives employment priority to persons 60 years and older.

i ■

3eing 61 years old I am having difficulties. In addition to no 
income, I have no health insurance. I've tried to buy Blue Cross 
and was turned down.

In that respect I am ono of your "relatively large segment."
I would bo willing to organise support if that will help.
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s u b j e c t :Comments HB 547

I .  Gene ra l  Comments

HB 547 p r o v i d e s  f o r  a t h i r d  p a r t y  m ed ic a l  c a r e  f i n a n c i n g  mechanism f o r  
i n d i v i d u a 1 . t h a t  p \ c e i t h e r  m a r g i n a l l y  i n s u r a b l e  o r  u n i n s u r a b l e  w i t h  the  
f i n a n c i a l  a b i l i t y  t o  pay premiums a t  l e v e l  deemed a f f o r d a b l e .  T h i s  p r o p o s a l  
has a number o f  t e c h n i c a l  and p r a c t i c a l  f l a w s  t h a t ,  i n  my o p i n i o n ,  w i l l  r e s u l t  
i n  o p p o s i t i o n  f r om  the  i n s u r a n c e  i n d u s t r y ,

I I .  S e c t i o n  by S e c t i o n  A n a l y s i s  

A.S.  21 .55 .010
T h i s  s e c t i o n  c r e a r s s  the  Comprehensive H e a l t h  I n s u r a n ce  A s s o c i a t i o n  (CH IA ) . 
S e ve ra l  t e c h n i c a l  p rob lems e x i s t  w i t h  the  membership c r i t e r i a .  F i r s t ,  T i t l e  
21 does n o t  i n c l u d e  any p r o v i s i o n s  t o  d e f i n e  o r  r e g u l a t e  " s e l f - i n s u r e r s "  o r  
" h e a l t h  ma in tenance  o r g a n i z a t i o n s "  (HMO). The Employee R e t i r em en t  Income 
S e c u r i t y  A c t  o f  1974 (ERISA) a l s o  wou ld  appea r  t o  p r e c l u d e  t he  manda to ry  
merabe.ship o f  " s e l f - i n s u r e r s "  o r  any r e g u l a t i o n  a t  t h e  s t a t e  l e v e l .  
A d d i t i o n a l l y ,  i t  appears t h a t  membership does n o t  i n c l u d e  h o s p i t a l  o r  m e d ic a l  
s e r v i c e  c o r p o r a t i o n  ( e . g . ,  B lue C r o s s ) .  C u r r e n t l y ,  HMO's can o n l y  be l i c e n s e d  
t o  do bus in e s s  as an i n s u r e r  o r  as a h o s p i t a l  o r  m e d ic a l  s e r v i c e  c o r p o r a t i o n .  
T h e r e f o r e ,  r e f e r e n c e s  t o  HMO's sh ou ld  be d e l e t e d  t h r o u g h o u t  t h i s  a c t .

Membership i s  a r e q u i r e d  c o n d i t i o n  f o r  c o n t i n u e d  l i c e n s u r e  i n  A la s ka .  HB 547 
i n c l u d e s  t h a t  t e rm  " d o i n g  a c c i d e n t  and h e a l t h  i n s u r a n c e "  wh ic h  i s  n o t  d e f i n e d  
i n  t h i s  p r o p o s a l  o r  i n  T i t l e  21. The te rm found  i n  T i t l e  21 wh ich  p r o b a b l y  
shou ld  be used i s  " d i s a b i l i t y  i n s u r a n c e " .  M o d i f i c a t i o n  i s  needed t h r o u g h o u t  
t h i s  p r o p o s a l .

To be t e c h n i c a l l y  c o r r e c t ,  the  membership c r i t e r i a  s h o u ld  read  " a l l  i n s u r e r s  
l i c e n s e d  t o  t r a n s a c t  d i s a b i l i t y  i n s u r a n ce  and a l l  l i c e n s e d  h o s p i t a l  o r  m ed ic a l  
s e r v i c e  s e r v i c e  c o r p o r a t i o n s " .  I t  shou ld  be no te d  t h a t  i n s u r e r s  t h a t  a re  
p r i n c i p a l l y  p r o p e r t y  and c a s u a l t y  i n s u r e r s  may be i n c l u d e d  i f  t h e i r  
c e r t i f i c a t e  o f  a u t h o r i t y  i n c l u d e s  d i s a b i l i t y  i n s u r a n c e .

A . S. 21 .55 .020
T h i s  s e c t i o n  e s t a b l i s h e s  the  c r i t e r i a  f o r  the  s e l e c t i o n  o f  CHIA 's  board  o f  
d i r e c t o r s .  A ga in ,  t e c h n i c a l  amendments a re  n e cessa ry  t o  remove 
" s e l f - i n s u r e r s " ,  t h e  te rm " a c c i d e n t  and h e a l t h " ,  and t he  t e rm ,  " h e a l t h  
ma in tenance  c o n t r a c t " .

0200IA|Rev. 10/79)



A.S .  2 1 .5 5 .030 -060
These s e c t i o n s  s e t  ou t  CHIA 's g e n e r a l  powers,  o v e r s i g h t  by the  d i r e c t o r ,  
e xemp t ion  f r om  t h e  A d m i n i s t r a t i v e  P rocedu re  A c t ,  and exemp t ion  f rom s t a t e  
t a x a t i o n  o f  i t s  premiums.

A .S .  21 .55 .100
The d i r e c t o r  i s  r e q u i r e d  t o  e s t a b l i s h  t h e  c o n f i g u r a t i o n  o f  b e n e f i t s  f o r  t h e  
CHIA 's  p l a n  by r e g u l a t i o n .  I t  shou ld  be no ted  t h a t  t h e  s t a t e  p l a n  w i l l  a l s o  
have t o  i n c l u d e  a Med ica re  supp lement  p l a n .

A .S .  21 .55 .110
CHIA 's  p la n  i s  t o  be a dm in i s t e r e d  by a w r i t i n g  c a r r i e r  s e l e c t e d  f o r  t h r e e  y e a r  
p e r i o d  by t he  c o m p e t i t i v e  b i d  p r o c e s s .  The w r i t i n g  c a r r i e r  i s  t o  p r o v i d e  
t hose  a d m i n i s t r a t i v e  s e r v i c e s  no rma l  t o  any h e a l t h  i n s u r a n c e  p l a n .  The CHIA 
i s  r e q u i r e d  t o  adop t  c o s t  a c c o u n t i n g  methods t o  s u b s t a n t i a t e  the  w r i t i n g  
c a r r i e r ' s  a d m i n i s t r a t i v e  expenses.  A .S .  21 .5 5 .1 20  l i m i t s  t hose  expenses t o  
15% o f  the  premiums w i t h  any excess  a d m i n i s t r a t i v e  c o s t s  assessed t o  a l l  
members.

A .S .  2 1 .55 .120
Subsec t i o n  (b )  p r o v i d e s  f o r  an emp loye r  t o  make c o n t r i b u t i o n s  t o  the  s t a t e  
p l a n  on b e h a l f  o f  i t s  e l i g i b l e  employees d i r e c t l y  t o  t h e  w r i t i n g  c a r r i e r .  
T h i s  p r o v i s i o n  w i l l  tend  t o  c o m p l i c a t e  t he  premium b i l l i n g  f u n c t i o n .

As men t ioned  p r e v i o u s l y ,  s u b s e c t i o n  ( c )  l i m i t s  t h e  a d m i n i s t r a t i v e  expenses t o  
15% o f  premiums. My i n t e r p r e t a t i o n  o f  t h i s  p r o v i s i o n  i s  t h a t  an expense 
f a c t o r  n o t  t o  exceed 15% may o n l y  be used i n  the  p r o m u lg a t i o n  o f  the  r a t e s .  
To the  e x t e n t  t h a t  t h a t  a c t u a l  o r  n o rm a l l y  a n t i c i p a t e d  a d m i n i s t r a t i v e  expenses 
exceed 15%, t he  a c t u a r i a l  i n t e g r i t y  o f  t h e  r a t e  b a s i s  i s  i n  q u e s t i o n .  T h i s  
s u b s e c t i o n  wou ld  appear  t o  c o n f l i c t  w i t h  t he  r a t e  b a s i s  c r i t e r i a  t h a t  t h e  
r a t e s  be s e l f - s u p p o r t i n g  and based on sound a c t u a r i a l  p r i n c i p l e s  as s e t  i n  
A .S .  2 1 . 5 5 . 2 5 0 ( d ) .  The e s t a b l i s h e d  c e i l i n g  l e v e l  may a l s o  i n h i b i t  t h e  
c o m p e t i t i v e  b i d d i n g  p rocess  and may be i n s u f f i c i e n t  t o  c o v e r  a w r i t i n g  
c a r r i e r ' s  f i x e d  c o s t  i f  t h e r e  i s  m in im a l  p a r t i c i p a t i o n .

Assessments t o  a l l  members on a p r o p o r t i o n a t e  b a s i s  f o r  c l a im s  wh ich  exceed 
t h e  premiums and a d m i n i s t r a t i v e  expenses wh ich  exceed t h e  c e i l i n g  s e t  i n  
s u b s e c t i o n  ( c )  a re  p r o v id e d  f o r  i n  s u b s e c t i o n s  (d ) and ( e ) . However ,  t h e se  
s u b s e c t i o n s  do n o t  s t i p u l a t e  whe the r  the  need f o r  assessment  i s  t o  be on an 
" i n c u r r e d "  o r  " p a i d "  b a s i s .  T h e o r e t i c a l l y ,  the  assessments sh ou ld  be based on 
an i n c u r r e d  b a s i s ,  b u t  p r a c t i c a l  c o n s i d e r a t i o n  wou ld  p r o b a b l y  d i c t a t e  a cash  
b a s i s .  However ,  i t  must be r e cogn i z e d  t h a t  on a cash b a s i s  a member i n s u r e r  
l e a v i n g  t he  a s s o c i a t i o n  may end up h a v i n g  been assessed e i t h e r  too  l i t t l e  o r  
t oo  much dependen t upon t h e  deve lopment  o f  those  c l a im s  t h a t  were i n c u r r e d  
w h i l e  t h e  i n s u r e r  was a member.

Any excesses o f  premium ove r  c la im s  and expenses a re  r e q u i r e d  t o  be h e l d  a t  
i n t e r e s t  f o r  f u t u r e  l o s s e s ,  o r  t o  reduce  f u t u r e  premiums. The member i n s u r e r s  
s u s t a i n  a l l  l o s s e s  and do n o t  p a r t i c i p a t e  i n  any o f  t h e  g a i n s .  I n  essence ,  
any assessments  a re  a no t h e r  fo rm  o f  t a x a t i o n  wh ich  u l t i m a t e l y  i s  pa id  by t h e  
member i n s u r e r s '  s t o c k h o l d e r s  a n d / o r  p o l i c y h o l d e r s .



A .S .  21 .5 5 .2 00 -210
E l i g i b i l i t y  f o r  e n r o l lm e n t  i n  the  s t a t e  p l a n  i s  p r e d i c a t e d  on a p e r s o n ' s  
i n a b i l i t y  t o  o b t a i n  s i m i l a r  co ve rage  o r  t o  o b t a i r  i t  w i t h o u t  r e s t r i c t i v e  
r i d e r s ,  a more r e s t r i c t i v e  p r e - e x i s t i n g  c o n d i t i o n s  l i m i t a t i o n ,  o r  r a ted  above  
s t a n d a r d  r a t e s .  The d i r e c t o r  may d e t e rm in e  what  e v i  ' ;nce wou ld  prove m e e t i n g  
tho se  r e q u i r em en t s  and would be embodied i n  t he  Cc t i f i c a t e  o f  e l i g i b i l i t y  
c a l l e d  f o r  i n  A .S .  2 1 .55 .210 .

A .S .  2 1 .5 5 .2 20
The w r i t i n g  c a r r i e r  i s  r e q u i r e d  t o  d e t e rm in e  e l i g i b i l i t y  and to  accep t  o r  
r e j e c t  cove rage  w i t h i n  30 days o f  r e c e i v i n g  an a p p l i c a t i o n .  Upon r e c e i p t  o f  
t h e  f i r s t  m on th ' s  premium and d e t e r m i n a t i o n  o f  e l i g i b i l i t y ,  coverage i s  
r e t r o a c t i v e  t o  the  d a te  o f  the  a p p l i c a t i o n .  T h i s  s e c t i o n  wou ld  i n d i c a t e  t h e  
m on th l y  mode o f  premium payment as t h e  r e q u i r e d  mode (as  opposed t o  q u a r t e r l y ,  
s e m ia n n u a l l y ,  o r  a n n u a l l y ) .

A .S .  2 1 .5 5 .2 30
The p l a n  w i l l  n o t  p r o v i d e  coverage f o r  a p r e - e x i s t i n g  m e d i c a l  c o n d i t i o n  f o r  
t h e  f i r s t  s i x  months o f  coverage u n d e r  t h e  p l a n  i f  t h e  a p p l i c a n t  was d ia gnosed  
o r  t r e a t e d  f o r  t h a t  c o n d i t i o n  d u r i n g  t h e  90 days p r e c e d i n g  the  a p p l i c a t i o n  
d a t e .  T h i s  i s  a mechanism wh ich w i l l  h e l p  p r e v e n t  a n t i - s e l e c t i o n  a ga in s t  t h e  
p l a n .  However ,  i t  i s  more l i b e r a l  t han  most  p r e - e x i s t i n g  c o n d i t i o n s  
l i m i t a t i o n s  and i s  more l i b e r a l  t h an  t h e  NAIC Mode l .  The NAIC Model c o n t a i n s  
l o n g e r  t im e  p e r i o d s  f o r  non-cove rage  and f o r  t h e  t r e a tm e n t  o r  d i a g no s i s  p e r i o d  
( t w i c e  as l o n g  i n  bo th  cases ) .  A d d i t i o n a l l y ,  t h e  NAIC Model a l s o  i n c l u d e s  
c o n d i t i o n s  f o r  wh ich  an o r d i n a r i l y  p r u d e n t  pe rson  - u l d  have sough t  t r e a tm e n t  
b u t  d i d  n o t .

A .S .  21 .5 5 .240
M a r k e t i n g  and awareness c r i t e r i a  and p ro cedu res  a re  e s t a b l i s h e d  m  t h i s  
s e c t i o n .  The a s s o c i a t i o n  i s  r e q u i r e d  t o  d e v i s e  and imp lement  a p u b l i c  
awareness p rogram.  Each i n d i v i d u a l  member t h a t  r e j e c t s  s t a n d a rd  coverage o r  
a p p l i e s  r e s t r i c t i o n s  t o  the  cove rage  a n d / o r  r a t e s - u p  f o r  an a p p l i c a n t  mus t  
n o t i f y  t he  a p p l i c a n t  o f  the  s t a t e  p l a n ,  e l i g i b i l i t y  r e q u i r em en t s ,  and 
a p p l i c a t i o n  p ro cedu re s .

T h i s  s e c t i o n  wou ld  a l l o w  a l l  l i c e n s e d  agen ts  t o  ma rke t  t h e  s t a t e  p la n .  I t  
m i g h t  be a d v i s a b l e  t o  l i m i t  t h i s  t o  o n l y  agen ts  l i c e n s e d  t o  s e l l  d i s a b i l i t y  
i n s u r a n c e  and to  b r o k e r s  s i m i l a r l y  q u a l i f i e d .  T h i s  wou ld  p r o v i d e  some q u a l i t y  
c o n t r o l ,  b u t  would s t i l l  p r o v id e  f o r  a s u f f i c i e n t  number o f  pe rsons  to  m a r k e t  
t h e  s t a t e  p l a n .

A . S . 21 .5 5 .2 50
S tanda rds  f o r  t h e  e s t a b l i s h m e n t  o f  t h e  premium r a t e s  a re  e s t a b l i s h e d  by t h i s  
s e c t i o n .  The r a t  2s a re  t o  be e s t a b l i s h e d  on t he  b a s i s  o f  sound a c t u a r i a l  
p r i n c i p l e s  and a re  t o  be des igned t o  be s e l f - s u p p o r t i n g .  However ,  the  maximum 
r a t e s  charged may n o t  exceed 125% o f  t h e  ave rage  o f  t h e  s ta nd a rd  r a te s  cha rged  
by t he  f i v e  i n s u r e r s  w i t h  the  l a r g e s t  number o f  A la s ka  r e s i d e n t s  covered b y  
e q u i v a l e n t  p la n s  o f  i n s u r a n ce .  The d i r e c t o r  needs t o  e s t a b l i s h  c r i t e r i a  t o  
d e te rm ine  a c t u a r i a l l y  e q u i v a l e n t  p l a n s  and c o l l e c t  d a ta  r e g a r d i n g  the  number 
o f  pe rsons  cove red  i n  each p la n  i n  o r d e r  t o  d e t e rm in e  t he  f i v e  whose r a te s  a r e  
go in g  t o  be used.  (T h i s  would r e p r e s e n t  d a t a  t h a t  c u r r e n t l y  i s  n o t  r e p o r t e d  
t o  the  v a r i o u s  s t a t e s  v i a  the  NAIC c o n v e n t i o n  b l a n k ) .  N e x t ,  each o f  t h e s e  
f i v e  i n s u r e r s '  r a t e s  f o r  t h e i r  p l a n  t h a t  i s  a c t u a r i a l l y  e q u i v a l e n t  t o  the
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s t a t e  p l a n  wou ld  have t o  be d e te rm ined  and be v e r i f i e d  as b e in g  a c t u a r i a l l y  
sound . T h i s  p rocess  wou ld  be v e r y  t im e - c o n s u m i r g ,  comp lex ,  and c o s t l y  f o r  
b o t h  the  i n s u r a n ce  i n d u s t r y  as w e l l  as the  d i r e c t o r .  T h i s  p rocess i s  
u nd e r ta ken  t o  m e re l y  e s t a b l i s h  t h a t  amount o f  premium wh ich  i s  deemed 
a f f o r d a b l e  ( i . e . ,  a premium ' :hat  i s  25% h i g h e r  t h an  t h a t  f o r  a s t a n d a r d  
i n s u r e d ) .  I  su spec t  t h i s  t o  be t h e  i n t e n t  as I  f i n d  i t  d i f f i c u l t  to  b e l i e v e  
the  excess  m o r b i d i t y  f o r  t h i s  t a r g e t  p o p u l a t i o n  does n o t  g r e a t l y  exceed 25% o f  
s t a n d a r d .  T h e r e f o r e ,  i t  i s  my o p i n i o n  t h a t  t h i s  s u b s e c t i o n  (d )  c o n f l i c t s  w i t h  
t h e  o t h e r  s u b s e c t i o n s .  A c t u a l l y ,  I  wou ld  e xpec t  t h a t  t h e  d i f f e r e n c e  be tween 
r a t e s  s e t  by sound a c t u a r i a l  p r i n c i p l e s  and the  maximum r a t e  l e v e l  e s t a b l i s h e d  
by t h i s  s e c t i o n  wou ld  equa l  the  amount o f  a d d i t i o n a l  assessments made t o  t h e  
a s s o c i a t i o n  members.

A l e s s  c o s t l y  approach m ig h t  be t o  s e l e c t  the  f i v e  l a r g e s t  i n s u r e r s  on t  
b a s i s  o f  t h e i r  t o t a l  d i s a b i l i t y  premium w r i t t e n  i n  A l a s k a .  Each o f  thes 
i n s u r e r s  wou ld  then  p r o v i d e  the  d i r e c t o r  w i t h  t h e i r  d e t e r m i n a t i o n  o f  the  r a  
s t r u c t u r e  f o r  a s t a n d a r d  in su red  f o r  t he  s t a t e  p l a n  b e n e f i t  c o n f i g u r a t i o n s .  
These f i v e  r a t e  s t r u c t u r e s  would t h e n  be ave raged w i t h  t he  average t h e n  
m u l t i p l i e d  by a f a c t o r  o f  1.25 t o  a r r i v e  a t  t h e  " a f f o r d a b l e "  r a t e  t o  be 
c h a r g ' d .  T h i s  approach would  s t i l l  r e q u i r e  t h e  d i r e c t o r  t o  c o n t r a c t  w i t h  a 
q u a l i f i e d  a c t u a r y ,  a n n u a l l y ,  to  d e t e rm in e  t he  s t r u c t u r a l  c o m p a t i b i l i t y  and 
a c t u a r i a l  soundness o f  t hese  f i v e  r a t e  s t r u c t u r e s .

A .S .  21 .5 5 .3 00
The d u t i e s  o f  the  d i r e c t o r  a re  o u t l i n e d  i n  t h i s  s e c t i o n .  Most o f  the  d u t i e s  
a r e  a l r e a d y  i n h e r e n t  i n  the  rema inde r  o f  t h i s  a c t  o r  i n  o t h e r  s e c t i o n s  o f  
T i t l e  21. The e x c e p t i o n s  be ing  appo in tm en t  o f  a d v i s o r y  c omm i t t ee s ,  ensure t h e  
c o o r d i n a t i o n  o f  t h e  s t a t e  p la n  w i t h  gove rnmen ta l  m ed ic a l  a s s i s t a n c e  p rog rams ,  
and t o  u nd e r ta k e  d em on s t r a t i o n  p rog rams to  deve lop  awareness o f  the  s t a t e  
p l a n .  No d ou b t ,  i f  e na c ted ,  t h i s  p r o p o s a l  wou ld  r e q u i r e  a d d i t i o n a l  c t a f f  t im e  
as w e l l  as a d d i t i o n a l  c o n t r a c t u a l  e x p e n d i t u r e s .

A .S .  2 1 . 5 5 . 3 5 0
T h i s  s e c t i o n  d e f i n e s  t h r e e  terms -  " a s s o c i a t i o n " ,  " s t a t e  p l a n " ,  and " w r i t i n g  
c a r r i e r " .

I I I .  Summary and C onc lu s i o n

U n t i l  a l l  t h i r d  p a r t y  f i n a n c e r s  o f  m ed ic a l  ca re  can be i n c lu d e d  i n  t h e  
a s s o c i a t i o n  ( e . g . ,  s e l f - i n s u r e r s ) ,  I  wou ld  recommend t h a t  t h i s  and s i m i l a r  
p r o p o s a l s  n o t  be s u p p o r t e d .  A l s o ,  any such p r o p o s a l  t h a t  i n v o l v e s  h idden  o r  
i n d i r e c t  t a x a t i o n  shou ld  n o t  be s u p p o r t e d .  The p r o v i s i o n  o f  a t h i r d  p a r t y  
f i n a n c i n g  mechanism f o r  u n i n s u r a b l e  i n d i v i d u a l s ,  i n  t h e  c l a s s i c a l  sense, i s  an 
a d m i r a b l e  g oa l  and one i n  wh ich  we need t o  s t r i v e  t o  a ch ie v e .  However, t h e  
c o s t  t o  s o c i e t y  ough t  n o t  be h idden  and shou ld  be sp read  e q u i t a b l e  and f a i r l y  
a c r o s s  o u r  e n t i r e  p o p u l a t i o n .

I n  my o p i n i o n ,  t h e  i n s u r a n ce  i n d u s t r y  w i l l  v i g o r o u s l y  oppose t h i s  p roposed 
a c t .

- 4 -



HB 547

An Act relating to health insurance.

SECTIONAL ANALYSIS
Prepared by Rep. John Sund's office.

ARTICLE 1
Sec. 21.55.010 creates the Comprehensive Health Insurance Association,

a nonprofit corporation with membership consisting of 
all insurers, self-insurers and health maintenance 
organizations operating in Alaska. Insurers and HMOs 
must be members of the association in order to do 
business in the state.

Sec. 21.55.020 sets a seven-member board of directors selected by
association members and approved by the director of the 
state Division of Insurance.

Sec. 21.55.030 describes the association's cr^neral powers.

Sec. 21.55.040 subjects association articles, bylaws and operating
rules to the approval of the director of the Division 
of Insurance.

Sec. 21.55.050 exempts the association from the Administrative
Procedure Act.

Sec. 21.55.060 exempts the association from taxes.

AP.TICLE 2
Sec. 21.55.100 establishes the minimum coverage the association must

offer for the state accident and health insurance plan 
as required by the director of the Division of 
Insurance and offers HMO contracts in applicable areas.

Sec. 21.55.110 establishes a bidding procedure for selecting a writing
carrier for the state plan for thre-; -year terms. The 
carrier can be an association member and will perform 
the administrative and claims payment functions for the 
state plan. The carrier will report monthly to the 
association and +-he director and will be reimbursed 
from state plan premiums for administrative expenses 
incurred.

S e c .21.55.120 allows enrollment in the state plan to all eligible
people and requires that at least 85% of the premiums 
must be used to pay claims.
*ssociation members will share the claim losses and 
administrative expenses that exceed premium payments. 
Each member will contribute to the association an amount 
based on that member's share of all accident and health 
insurance premiums paid in the state.
Assessments will be made yearly but the association, 
with the director's approval, may make interim 
assessments. Any net gains will be held at interest to



offset future losses.

Sec. 21.55.200 sets eligibility requirements for the state plan as:
rejection by at least one association member for a 
standard health insurance policy within the previous 
six months; or requirement of a restrictive rider; or 
pre-existing condition limitation v/hich substantially 
reduces the standard coverage.

A R T I C L E  3

Sec. 21.55.220

Sec. 21.55.230

Sec. 21.55.240

and requires that a person ceasing state residence 
would lose his or her eligibility.

requires the state plan writer to respond to the 
applicant within 30 days of receiving the application.

exempts coverage for pre-existing conditions during the 
first six months of the state plan coverage for 
conditions diagnosed in the 90 days preceding 
application.

requires that the plan be advertised, to the public and
that the carrier pay a $50 referral fee to every
insurance agent v/ho refers an accepted applicant to the 
state plan. An insurer who rejects or restricts a 
policy must tell the applicant about -che state plan.

Sec. 21.55.250 sets the maximum premium for the state plan at 125% of
the average of rates charged for similar insurance by 
the five largest accident and health insurers in the 
state.

ARTICLE 4
Sec. 21.55.300 explains the duties of the director of the Division of

Insurance in regard to the state pj.an.

Sec. 21.55.350 offers chaptei definitions.
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C O N T IN U A T IO N  o f  F IS C A L  N O T E  A N A L Y S IS
For Bill/Resolution CSHB 589 _

of increased travel to attend formation meetings and monitor a c t iv i t ie s  of 
the Association. Most of the major insurers expected to be involved in 
the Association c,re in the east. The fisca l note contemplates that the 
formation meetings w i l l  occur in the east. After the f i r s t  year the 
travel necessary for monitoring the Association w i l l  probably be on the 
order of one per year.
The contractual monies are primarily fo r the purpose of securing actuarial 
assistance for review of the rate structures that w i l l  be subject to 
review by the Director of Insurance.
The director has the duty to contract with the federal government or 
another unit of government to ensure coordination of the state plan with 
other governmental assistance programs and to undertake d irec t ly  or 
through contracts with other persons, studies or demonstration programs to 
develop awareness of the benefits of the proposed leg is la tion. The buU 
of th is a c t iv i ty  is expected to be borne by the Association. The state 
share of th is cost is included in the $25.0 shown for contractual. The 
amount needed fo r th is specific area is rea lly  a guess, but we believe 
that, i f  anything, i t  is substantially understated.
The supplies amounts are needed to support mailings necessary to insurers 
when establishing the Association and fo r advising insurers of the ir 
ongoing role and requirements under this leg is lation.
I t  is possible that the division may find i t  necessary to promulgate 
regulations to fa c i l i ta te  the formation of the Association. I f  th is is 
necessary, some of the travel w i l l  be moved over to the appropriate areas 
on the theory that i t  w i l l  reduce travel. Addition of a sum for that 
purpose would be duplicative.
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Position I.lie
Market Analyst IV

I line Status
PFT

Stal l  Months 
12

KP Number
No. ol Positions Hangup Itatg. Ug^

l .ocation
Anchorage

I: lection District
fJovc

Tcpf

Dtsofip

Type o f  Expenditure Amount
1 2 3

Sjl .!fV 4 5 . 7
l lcncfi ls 1 3 . 4
Premium Pay
Other

Total Personal Services x :x :x ;x ;:; vX-xdvx-xX; 5 9 . 1
Travel 1 . 0
Contractual 2 5 . 0
Commodities , 3
Equipment 6 . 5Other -

Total Cost 9 1 . 9

Receipt Code Funtlim: Source
Federal Receipts inn?
Ci. F. Match m m
Cieneral Funds l o o t 9 1 . 9
l-A Receipts 1005
Prop,rain Receipts 11>28
C IP Receipts 1061
Oilier

For U&M Use Only
Key Number________- __________ - _

Justification

The duties of the director stated in the b i l l  
require the fu ll- t im e  attention of an analyst. The 
b i l l  establishes a number of new duties that cannot 
be absorbed by currert s ta f f .
The director has a duty to formulate general pn lic ie 
to advance the purpose of the legislation. Ths 
requires research and a data base to underlie the 
policies advanced. This must include some id e n t i f i ­
cation of the numerous unknowns now existing, such a 
the scope of unavailab ility , impact on ava ilab il i ty  
in the voluntary mark:;t, effect on surplus of 
affected insurers, expectation of the public, scope 
of coverage and other:;.

The director has the duty to supervise the opera­
tion of the State Comprehensive Health Association. 
This is a time-intensive ac t iv ity  which must be 
carefully monitored sc that the purpose a,.u 'ntent o 
the Legislature is transformed into a mechanism that 
w i l l  meet those expectations.
The director has the duty to select the writing 
carrier, the Association's contract with that

Request For 
New Position

Agency
BKU

Component

Commerce & Economic Development
Insurance
Public Protection

Page 2 of 4
Revised Date

FY S7



C O N T IN U A T IO N  o f  F IS C A L  N O T E  A N A LY S IS
For Rill/Rcsolntion No. HR R4 7______

carr ie r, the State plan coverage and the premiums to be charged. This requires 
an e ffo rt to determine how the choice is to be made, and under what conditions. 
While i t  is not discussed in the legislation, i t  is implied that the director 
w i l l  have a duty to find a market to service the Association i f  none v ilunteers. 
The State does not currently have rate review of th is kind of insurance, so . i t  
w i l l  be necessary to commence such an ac t iv ity  fo r the purpose of meeting the 
requirements of th is b i l l .
The director has the duty to conduct periodic audits to assure general accuracy 
of the financial data submitted by the writing carrier and the Association.
The director has the duty to contract with the Federal Government or another 
unit of government to ensure coordination of the State plan with other govern­
mental assistant programs and to undertake d irec tly  or through contracts with 
other persons, studies or demonstration programs to develop awareness of the 
benefits of the proposed legis lation. The $25.0 shown for th is a c t iv ity  is 
really a guess but we believe that, i f  anything, i t  is substantially understated.
The director has the duty to contract with insurers and others fo r administra­
tive services. The nature of these services have not been fu l ly  explored or 
determined.
The foregoing duties cannot be e ffective ly quantified or maintained in an in fo r­
mation vacuum. There is a substantial e ffo r t that w i l l  be necessary to flush 
out the data needs of the various duties and develop the procedures and 
approaches tc obtain, collate, organize and analyze the ^formation needed for 
that purpose. This must be a continuing e ffo r t due to the dynamics of the data.
Since the ac tiv it ies  of th is position are expected to concentrate in Anchorage, 
$1.0 have been allocated for the analyst position on the assumption that i t  
would be necessary to attend meetings not held in Anchorage. I t  is fe l t  that 
a ll functions of the created entity should be subject to monitoring by the d iv i ­
sion. In the start up year, additional travel by the director would be neces­
sary as part of the organizational e ffo r t . $40.0 has been set fo r th is purpose.
This includes travel necessary for hearing of regulations under th is proposal.
Equipment includes $6.5 for a P.O. minicomputer to be used for a data base, word
processing, and spread sheet work. The P.O. would t ie  in with the P.C. for the
clerica l position, thus increasing effic iency for both positions. The commodi­
ties would cover the function costs of paper, copier, stamps, etc.
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I'tisiiion '1 ille Clerk TvDist Nu. til Positions 1 1 (.1 lie c/.Step ■»»* ^ fJov.v: A|>j>ft>y» Dtsopp.
1 imc Status

PFT
Stul l Months 

12 KP Number Locution
Anchorage

Flection Distiicl

1 vpe o [  Lxpendiluic Amount
1 2 3

SjL’y 20.1 ;v‘.;.;XvIvX;XvX;!;!̂XvXv
Benefits 7.6
Premium Pay
Other >/X;!vXyX\\\vXv.

Tnlil l Personal Services ..........i f . 7
Travel -
Contractual -
Commodities .2
l.quipoicot b .  b
Other -

Total Cost 34.4

Kcccipt Code Funding Source
Federal Kcccinls 1(102
0 .  F. Match m m
(iencral Funds 1004 34.4
1 A Receipts 1005
Program Receipts 1028
Cl I* Receipts 1061
Other

l:or ll&M Use Only
Key Number

Juslificalion

Duties set forth in Sec. 11.55.300 necessitale 
additional s ta f f . Work wo * 1d require additional 
clerica l support which cannot be absorbed by cur­
rent c ler ica l s ta f f . To increase the efficiency 
of the proposed additional positions, the equip­
ment includes a P.C. minicomputer to t ie  in * ith  
one for the analyst position. The clerks work on 
the computer would princ ipa lly be word processing 
but would also include input for the data base. 
Work cn the analyst's computer would be put in 
final form by the clerk.

Request  For 
New Position

A g e n c y  Commerce & Economic Development
BRU Insurance__________________

Component Public Protection___________
Page 4 „ f 4
Revised Date
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An Act relating to health insurance.

HB 547

OVERVIEW
Prepared by Rep. John Sund's office.

Standard accident and health insurance coverage is denied to people 
considered high risks, such as older individuals and those who have 
previously suffered from illnesses.

Even if coverage is offered, insurers often place restrictive riders 
or limitations on preexisting conditions.

HB 547 would establish a nonprofit, statewide association of all 
accident and health insurers and health maintenance organizations in 
the state. The association would offer accident and health insurance 
to those state residents unable to obtain standard coverage. Certain 
eligibility requirements would be set.

The association members would share the cost of claim payments in 
excess of premium income through periodic assessments. Bylaws, board 
of director selection, operation procedure and selection of a 
writing carrier would be subject to the approval of the state 
Division of Insurance.

HB 547 is modeled after 1976 Minnesota legislation. At least eight 
states have high-risk health insurance pool laws, according to the 
House Research Agency (see attached report, page 3).

The Minnesota program has "been working very well," according to 
John Ingrassia of the Minnesota Department of Commerce. He said that 
10,400 people are now in the program. That number does not include 
those who were previously enrolled in the program.

Mr. Ingrassia also said that the insurers, by and large, did not act 
adversely to the pool upon its inception. Some 43 insurers of the 
700 operating in Minnesota at the cime left the state. But those 
companies represented less than 1% of the accident and health 
insurance business in the state. And most of those companies have 
tried to reenter the state, he said.

Since the legislation, Minnesota has chosen to partially subsidize 
the program which has prevented any real cost to the insurers. But 
the subsidy of $4 million has been minimal in terms of the state 
budget, according to Mr. Ingrassia.

Connecticut has had a similar program since 1975 and has continued 
the approach of assessing insurance companies for excess costs. The 
plan has not incurred costs to the state. (See research report).



PRESENTATION OF JOAN GAUMER

I  am J o a n  G a u m e r ,  r e p r e s e n t i n g  B l u e  C r o s s  o f  W a s h i n g t o n  and  

A l a s k a .  B l u e  C r o s s  r e c o g n i z e s  t h e  p r o b l e m s  o f  h i g h  r i s k  

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

m e t h o d  t o  p r o v i d e  c o v e r a g e  f o r  p e r s o n s  who  c a n n o t  o b t a i n  

c o v e r a g e  t h r o u g h  r e g u l a r  p r o g r a m s .

HB 5*17 s e e m s  t o  be d i r e c t e d  t o w a r d  t h i s  p r o b l e m .  I t  i s ,  

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

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

a l t e r n a t i v e .  I ' d  l i k e  t o  a d d r e s s  some p a r t i c u l a r s  o f  t h e  b i l l .

I n  AS 2 1 . 5 5 . 0 1 0  m e m b e r s h i p  i n c l u d e s  i n s u r e r s ,  HMO's and  

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

1.  I  b e l i e v e  y o u  m e a n t  t o  i n c l u d e  B l u e  C r o s s  o f  W a s h i n g t o n  

a nd  A l a s k a ,  b u t  w p  a r e  n o t  a n  i n s u r e r ,  a n  HMO, o r  a s e l f  

i n s u r e r  a n d  a r e  n o t  i n c l u d e d  i n  t h e  b i l l .

2 .  HMO 's  a r e  n o t  l i c e n s e d  o r  a u t h o r i z e d  i n  t h i s  s t a t e .

3 .  You do  i n c l u d e  " s e l f  i n s u r e r s " .  T h i s  t e r m  i s  n o t  

d e f i n e d  a nd  s eem s  t o  i g n o r e  t h e  c o n s t r a i n t s  o f  E R IS A .  

E R IS A ,  t h e  E m p l o y e e s '  R e t i r e m e n t  I n c o m e  S e c u r i t y  A c t ,  

i s  f e d e r a l  l e g i s l a t i o n ,  p a s s e d  i n  197*1, w h i c h  p r e c l u d e s  

s t a t e  i n s u r a n c e  l a w s  f r o m  i m p a c t i n g  a n y  e m p l o y e r  w h i c h  

s e l f  f u n d s  i t s  e m p l o y e e  h e a l t h  b e n e f i t  p r o g r a m .  I  

b e l i e v e  y o u  w i l l  f i n d  t h a t  t h i s  A s s o c i a t i o n  c a n n o t  

i n c l u d e  e m p l o y e r s  who s e l f  f u n d .

I f  t h a t  i s  s o ,  t h i s  p r o p o s a l  w i l l  o n c e  a g a i n  i m p a c t  t h o s e

1



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

s e l f  f u n d i n g  o f  b e n e f i t s  t h a t  m u ch  m o r e  a t t r a c t i v e  t o  t h e  

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

l o s e s  i t s  c o n t r o l  t o  r e q u i r e  a d e q u a t e  r e s e r v e s ,  r e a s o n a b l e  

b e n e f i  ; d e s i g n ,  a n d  c o n s u m e r  p r o t e c t i o n  i s s u e s  s u c h  as u n f a i r  

c l a i m s  p r a c t i c e s .

I n  g e n e r a l  p o w e r s ,  AS 2 1 . 5 5 . 0 3 0 ,  y o u  a l l o w  t h e  a s s o c i a t i o n  

t o  s u e  and  be s u e d .  You do n o t  s p e c i f y  t o  w h a t  l i m i t s  t h e  

m e m b e r s  o f  t h e  a s s o c i a t i o n  w o u l d  be  a t  r i s k .  I s  i t  l i m i t e d  t o  

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

t h e  n o n - r i s k - p o o l  a s s e t s  o f  t h e  c a r r i e r s  who  p a r t i c i p a t e ?  I n  

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

I n  AS 2 1 . 5 5 . 0 5 0  y o u  e x e m p t  t h e  A s s o c i a t i o n  f r o m  t h e  APA. 

H o w e v e r ,  y o u  c r e a t e  a n o n - p r o f i t  i n c o r p o r a t e d  l e g a l  e n t i t y  w h i c h  

i s  n o t  a s t a t e  a g e n c y  a n y w a y .  Y o u  p l a c e  some  ( a c t u a r i e s ) (  ?) u n d e r  

t h e  D i v i s i o n  o f  I n s u r a n c e .  I f  t h e y  i s s u e  r e g u l a t i o n s ,  do  t h e y  do  

t h a t  e x e m p t  f r o m  n o t i c e  r e q u i r e m e n t s  o f  t h e  APA? We q u e s t i o n  

t h i s  e x c e p t i o n  a n d  a s k  t h a t  y o u  r e c o n s i d e r  t h i s  p r o v i s i o n .  AS 

10.20 g o v e r n s  n o n - p r o f i t  c o r p o i a t i o n s c  how d o e s  t h i s  a f f e c t  t h i s  

A s s o c i a t i o n ?

You  i n f e r ,  on  p a g e  5 ( s u b s e c t i o n  ( b )  o f  AS 2 1 . 5 5 . 1 2 0 ,  t h a t  

an  e m p l o y e r  may c o v e r  h i s  " b a d  r i s k "  e m p l o y e e s  t h r o u g h  t h i s  

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

k n o w  i t .  I t  w i l l  l e g a l i z e  d u m p i n g  o f  p o o r  r i s k  e m p l o y e e s .  Some 

c a r r i e r s  w i l l  w e l c o m e  t h a t ,  s i n c e  i t  w i l l  l a y  p o o r  r i s k  i n t o  t h e  

s t a t e  p o o l  a nd  l o w e r  c o s t s  f o r  c o v e r a g e  t o  t h e  e m p l o y e r  w ho  c a n
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e l i m i n a t e  f r o m  h i e  g r o u p  any  e m p l o y e e  w i t h  c h r o n i c  o r  p r o g r e s s i v e  

c o n d i t i o n s .  We b e l i e v e  i t  w i l l  b e c o m e  a s t a n d a r d  b u s i n e s s  

d e c i s i o n  and  s h o u l d  n o t  be e n c o u r a g e d .

S u b - s e c t i o n  ( c )  o f  AS 2 1 . 5 5 . 1  2 0  s e t s  a n  85? l o s s  r a t i o .

Y o u  s t a t e  t h a t  a s  a p e r c e n t  o f  " s t a t e  p l a n  p r e m i u m "  w h i c h  i s  n o t  

d e f i n e d .  I f  t h a t  t e r m  means o n l y  t h e  p r e m i u m  p a i d  b y  e n r o l l e e s  

a t  1 25?  o f  a v e r a g e  p r e m i u m ,  t h e n  t h e  w r i t i n g  c a r r i e r  w i l l  be,  i n  

o u r  o p i n i o n ,  u n a b l e  t o  m e e t  t h a t  l o s s  r a t i o .  I f  " s t a t e  p l a n  

p r e m i u m "  i n c l u d e s  t h e  s u b s i d i z a t i o n  f u n d s  f r o m  i n s u r e r s  i n  t h e  

s t a t e ,  y ou  c a n  p r o b a b l y  e x p e c t  t o  b e  b a r e l y  a b l e  t o  r e a c h  t h e  85? 

f  : . g u r e .

A d v e r t i s i n g  and  r e f e r r a l  f e e s  a s  r e q u i r e d  i n  AS 2 1 . 5 5 . 2 ^ 0 ,  

e t c .  w i l l  be  h i g h  c o s t s  and o u r  a c t u a r y  e s t i m a t e s  t h a t  c l a i m s  

p a i d  c a n  be e x p e c t e d  t o  r u n  a t  2 0 0 - 3 0 0 ?  o f  s u b s c r i b e r  p r e m i u m .

I n  AS 2 1 . 5 5 . 2 0 0 ,  y o u  make  e l i g i b i l i t y  d e p e n d e n t  on one 

r e j e c t i o n ,  a r i d e r  o r  a 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  f o r  

s u b s t a n t i a l l y  s i m i l a r  c o v e r a g e .  How  d o  y o u  d e t e r m i n e  s u b - s i m i l a r  

i f  t h e r e  a r e  $ 2 0 0 ,  $ 5 0 0 ,  $ 1 , 0 0 0  d e d u c t i b l e  o p t i o n s  and

( d i f f e r e n t ) (  ?) b e n e f i t s ?  M o s t  s t a n d a r d  c o n t r a c t s  h a v e  

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

e n r o l l i n g  i n  t h i s  c o v e r a g e .  I f  y o u  w e r e  d i a g n o s e d  o r  t r e a t e d  f o r  

a c o n d i t i o n  w i t h i n  a s e t  n um b e r  o f  m o n t h s  b e f o r e  c o v e r a g e ,  t h a t  

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

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

i n  a h i g h  r i s k  p o o l .  E l i g i b i l i t y  b a s e d  on  p r e e x i s t i n g  l i m i t a t i o n  

s h o u l d  be r t r i c k e n .
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O t h e r  s t a t e s  l a w s  and NA IC  m o d e l  l e g i s l a t i o n  i n  t h i s  a r e a  

r e q u i r e  r e j e c t i o n  f r o m  tw o  c a r r i e r s  b e f o r e  a p e r s o n  i s  e l i g i b l e .  

T h a t  i s  n o t  a n  o n e r o u s  r e q u i r e m e n t  a n d  i t  i s  a m u c h  m o r e  

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

The  e l i g i b i l i t y  based  on o n e  r i d e r  i s  a l s o  n o t  r e a l i s t i c .

I t  a s s u r e s  t h a t  t h i s  s t a t e  p r o g r a m  w i l l  c o v e r  p e r s o n s  who can  

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

AS 2 1 . 5 5 . 2 1 0 ( 2 )  a l l o w s  s p o u s e  a n d  c h i l d r e n  t o  be c o v e r e d  i n  

t h e  h i g h  r i s k  p l a n .  I t  w o u l d  m a k e  no  s e n s e  e c o n o m i c a l l y  f o r  me 

t o  c o v e r  my s o n  o r  d a u g h t e r  i n  a h i g h  r i s k  p l a n  a t  h i g h e r  p r e m i u m  

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

b e l i e v e  i t  i s  a m e a n i n g l e s s  p r o v i s i o n  and  s h o u l d  be  s t r i c k e n .

I n  AS 2 1 . 5 5 . 2 l J 0 ,  s u b s e c t i o n s  ( c )  a n d  ( d )  s e e m  t o  

u n n e c e s s a r i l y  i n c r e a s e  c o s t s .  I n  ( c )  y o u  r e q u i r e  a $50  r e f e r r a l  

f e e ,  a s  w e l l  a s  a r e q u i r e m e n t  i n  ( d )  t h a t  a r e j e c t e d  a p p l i c a n t  b e  

n o t i f i e d  o f  t h e  p l a n s  by t h e  i n s u r e r  r e j e c t i n g .  T h e r e  w i l l  be 

m a n y  c a s e s  w h e r e  a r e j e c t i o n  a u t o m a t i c a l l y  t r i g g e r s  a $50 

r e f e r r a l  f e e .  T h a t  may be an u n n e c e s s a r y  a d m i n i s t r a t i v e  c o s t .

AS 2 1 . 5 5 . 2 5 0  s e t s  t h e  m a x im u m  p r e m i u m  a t  125$  o f  t h e  

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

n u m b e r s  o f  A l a s k a n s .  You m u s t ,  i f  t h e  p r e m i u m  i s  t o  be a n y w h e r e  

n e a r  r e a l i s t i c ,  m ake  t h a t  d e t e r m i n a t i o n  b a s e d  on  t h e  f i v e  

i n s u r e r s  o f f e r i n g  J . i d i v i d u a l  n o n  g r o u p  c o v e r a g e .  O u r  a c t u a r y  

a l s o  s u g g e s t s  t h a t  t h e  p r e m iu m  b e  b a s e d  on  a g e - r a t e d  p r o d u c t s  

a n d  s h o u l d  be a g e - r a t e d  i t s e l f .  T h e r e  s h o u l d  a l s o  be  a 

r e q u i r e m e n t  i n  t h e  l a w  t h a t  t h e  c a p  o f  125$  be r e v i e w e d  a n n u a l l y
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a nd  r a i s e d  a s  n e e d e d ,  as c a r r i e r s  r e f i l e  t h e i r  r a t e s  t o  a s s u r e  

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

a l l o w  t h e  D i v i s i o n  o f  I n s u r a n c e  t o  e s t a b l i s h  and  m o d i f y  t h e  c a p  

t h r o u g h  r e g u l a t i o n s .

The  p r e m i u m  f o r  an HHO i s  s e e m i n g l y  a c c e p t e d  p e r  se on a 

p e r  HMO b a s i s .  S i n c e  M e d i c a r e  r i s k  c o n t r a c t s  w i t h  HMOs a r e  

b a s e d  on  a c o r r e l a t i o n  t o  95? o f  f e e  f o r  s e r v i c e  c h a r g e s  i t  t h e  

s a m e  a r e a ,  y o u  may  w a n t  t o  r e v i s e  t h i s  l a n g u a g e  t o  a s s u r e  some  

c o m p a r  b i l i t y  b e t w e e n  t h e  HMO c o s t  a n d  t h e  125?  p r e m i u m  f o r  

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

I n  s u m m a r y ,  B l u e  C r o s s  o f  W a s h i n g t o n  a nd  A l a s k a  o p p o s e s  t h i s  

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

r e q u i r e m f  s o f  E R IS A ,  make t h e  p r o v i s i o n  o f  c o v e r a g e  mo re  

e x p e n s i v e  f o r  a d m i t t e d  c a r r i e r s  w h i l e  a l l o w i n g  e m p l o y e r s  who 

s e l f - f u n d  t h e i r  b e n e f i t s  t o  p r o v i d e  c o v e r a g e  o v e r  w h i c h  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  has  no c o n t r o l .

I t  w o u l d ,  a s  d r a f t e d ,  a l l o w  e m p l o y e r s  t o  s h i f t  t h e i r

c h r o n i c  h i g h e r  r i s k  e m p l o y e e s  o v e r  t o  t h i s  p o o l ,  l o w e r i n g  t h e i r

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

t h e  s t a t e ,  and  i f  a s e l f - f u n d e d  e m p l o y e r  d i d  t h i s ,  h e / s h e  w o u l d  

e s c a p e  t h e  c o s t  e n t i r e l y !

T he  e l i g i b i l i t y  r e q u i r e m e n t s  a r e  n o t  s t r i n g e n t  e n o u g h  and  

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

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

o f  s u b s i d i z i n g  t h e  c o s t s  o f  t h e s e  p e r s o n s .

B l u e  C r o s s  o f  W a s h i n g t o n  a n d  A l a s k a  w o u l d  be p l e a s e d  t o
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a s s i s t  y o u  o r  y o u r  s t a f f  i n  a n y  way we c a n  a s  y o u  w o r k  o n  t h i s  o r  

s i m i l a r  l e g i s l a t i o n .  We r e c o g n i z e  t h e  p r o b l e m  y o u  a r e  t r y i n g  t o  

s o l v e ,  b u t  we u r g e  y o u  t o  f a s h i o n  a s o l u t i o n  w h i c h  d o e s  n o t  u n ­

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

c o v e r a g e  f o r  t h e  c i t i z e n s  o f  t h i s  s t a t e .
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BY SUND,M.M.HILLER,HURLEY,
1 IN THE HOUSE D UNCAN,NAVARRE.AND DAVIS

2 HOUSE BILL NO. 589

3 IN THE LEGISLATURE OF ~«E STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 . A BILL

6 For an Act entitled: "An Act relatir 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 amended 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 d e n t s , subject to the following conditions:

77 (1) A group insurance policy shall provide 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 che

23 unmarried children chiefly dependent on the eligible employee for

24 support, and each < ”igible employee of another participating govern-

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

26 regulations adopted by the commissioner of administration.

27 (3) A governmental unit may participate under a group

28 policy if

29 (A) its governing body adopts a resolution authorizing
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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 

pa :t oipation 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 cf dividends payable under the group 

insurance policy exceeds the governmental u n i t ’s share of the premium,

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

benefit of the employees.

(/; 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.

(9) For each permanent part-time employee elect: ig coverage 

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

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



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 deperdents under this section. 

The level of coverage for persons over 65 shall be the sar a 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 w r i ting. 

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, residen t 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 contri-
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1 bution, if any. The commissioner of administration shall pay premiums

2 and claims in accordance with the insurance policies in 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 fnis

12 A c t .

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 Act.

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

17 with AS 01.10.070(c).

HB 589 -4- #



RECORDS 
CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify 

that the microfilm images on this mic oform are accurate reproductions 

of the original records of the f'a te  of Alaska as accumulated during the 

regular course of business, and that it is the established policy and practice 

of this State to microfilm its records and to dispose of the original records 

after microfilm reproductions have been made.

V s / s j

Date

02-619 ( R E V  8/78)
\





USE

Date referred: 2/ 7/ 8 6

fKfiVTR'TT. f i■*' ' • rF ( :*. ',<f * *

‘The LABOR & COMMERCE

HOUSE 
COMMITTEE REPORT

FURTHER REFERRALS:JUDICIARY

DATE: t ,  /* ??£
Committee has considered HB 551

"An Act relating to Motion Picture Fair Competition."

:#i*F

¥&EW•XiVSS&. i’ '

)'S rf? •

and recommends:

[ > ]  • do pass

do not pass

do pass with attached amendment(s) 

no recommendation

replace with _______________ ________]

and recommends

[ ] same title

[ ] new title

[ ] further referral to the Committee

and attaches: [ ] 
C ] 
C ] 
C ]

letter of intent 
first fiscal note 
new fiscal note 
zero fiscal note

SIGNING OTHER RECOMMENDATIONS:



Revision Date:__________
REQUEST_______________________________ FISCAL DETAIL____________________________

Bill/Resolution No.: _HB 551----------------------- Agency Affected: -Commerce. and-Economic-Dev.
Title: An A c t  r e l a t i n g  t o  Mn t inn   BRU:______________  ._____________________
Picture Fair Competition____________ _________________________________

STATE O F  A L A S K A  1986 LEGISLATIVE SESSION
FISCAL N O T E

Sponsor: Rules______________________ Components:
Requester:__________________________ _________
Date of Request:_____________________ ___________
EXPENDITURES/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
TOTAL OPERATING -U- -U - -U- - 0 - - _o_ '■ - 0 -

CAPITAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
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OTHER 
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TEMPORARY
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TESTIMONY OF GRACE PLEASANTS 
IN RE HOUSE BILL 556

My name is Grace Pleasants and I am President of GL 

International Trade, Inc. GL International Trade, Inc. is an 

Alaska-owned and Alaska-based importer and distributor of 

distilled beverages, wines and beers into Alaska. We operate in 

competition with three large Seattle-based, exclusive distri­

butors who distribute distilled beverages, wine and beer into 

Alaska. GL purchases from brokers on the parallel market in 

Europe. There are no exclusive distributorships in Europe 

because the common market does not allow it.

This is different from the system in the United States 

where there are exclusive dealerships. These exclusive dealer­

ships are just what the name implies - an exclusive monopoly 

arrangement which precludes competitors from purchasing the brand 

and reselling it. This allows each of the middle-men a far 

higher markup than the European system. By purchasing our 

product in the competitive European system, we are thus able to 

realize a major savings which we pass on to our retailers, who in 

turn pas.* it on to Alaskan consumers. (Incidentally, competition 

with us has forced one of the big three exclusive Seattle dealers 

to lower its rate to Alaska retailers.)

What the legislation before us does by its definition of 

primary source is to establish what is known as a sole source 

distributorship. That is, it would freeze into law the franchise 

type system which has been used in Alaska for the benefit of the 

middle-men importing the product from Seattle to Alaska.



W h i l e  we agree with the tax philosophy espoused by 

Representative Ringstad (that all parties pay their taxes), we 

believe it entirely inappropriate for sole source legislation to 

slip in through the back door as part of such tax legislation - 

particularly because the issues that this law would resolve are 

presently before the courts.

GL has defeated an attempt by the big three Seattle 

exclusive distributors to preclude it from purchasing on the 

parallel market in Europe. These issues still need to be 

resolved by the court. It is safe to say that it will take at 

least the remainder of this year for this to occur. We would

urge that the Alaska Leg islature not involve itself in the

process until the courts have completed their work.

The j isues before the Court ho/e nationwide signifi­

cance. Washington State, which is a controlled State, also 

purchases in Europe. The exclusive dealers threatened to sue

that State, which in turn threatened to pull all the dealers' 

products from Washington's controlled beverage stores. 

Naturally, the exclusive dealers chose not to take on the State 

of Washington but focused instead on GL. GL can hold its own in 

court. Apparently, that is why the big three Seattle

distributors are seeking sole source legislation. We believe it 

unfair for the Legislature to intervene for one party or the 

other in the lawsuit.

- 2 -



If the Legislature does wish to intervene, we urge that 

it first fully understand the implications of such legislation

upon the Alaska consumer, the Alaska small business people and

the system of aistri! ution of distilled beverages, wine and beer 

into Alaska. Further, we think it is necessary for the

Legislature to understand the federal structure of regulating

this industry before any State action is taken.

I would be glad to answer any questions you may have.
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C O N T IN U A T IO N  o f  F IS C A L  N O T E  A N A L Y S IS  *
For Bill/Resolution No. HB555______

Department of Revenue 
Alcoholic Beverage Control Board

March 17, 1986

Assumptions:
1. Invoices are required from 1) primary sources of supply, 

and 2) wholesalers within the state to whom alcoholic 
beverages were shipped by primary sources of supply, 
(3000 invoices per month).

2. Invoices in No. 1 are to be matched and compared.
3. Two Document Processor I I  positions and related costs.

p a g e   of



INTRODUCTION OF BILLS (House)

F is h  o r  Gars
Fanning_______

( l i c e n s e  f e e )

S t a t e  T o l l  
F a c i L i t i e s  

( W h i t t i e r  
t o l l  road )

/ I c o h o l i c  
Beverages 
( s a l e s  and 
s h i p p i n g )

A t t o r n e y
T r u s t
Accoun t
( a u t h o r i z e s )

The s u b s t i t u t e  would a lso  r e q u i r e  agenc ies  to  i n c l u d e  i n  the 
summaries o f  proposed r e g u l a t i o n s  a summary o f  the  i n i t i a l  
j u s t i f i c a t i o n  o f  need, and expand the  c r i t e r i a  gove rn ing  the 
i n f o r m a t i o n  to  be inc luded  i n  the  j u s t i f i c a t i o n .  I t  a l s o  would 
r e q u i r e  an agency to  p rov ide  i n  w r i t i n g  t he  reasons f o r  denying a 
p e t i t i o n  seek ing  the a d o p t i o n ,  amendment o r  r e p e a l  o f  a r e g u l a t i o n .

I n t r o d u ce d  February  10 and r e f e r r e d  t o  S t a t e  A f f a i r s  and J u d i c i a r y .

SPONSOR SUBSTITUTE FOR HOUSE B ILL  NO. 510 by Reps. Larson 
and J e n k i n s .  A b i e n n i a l  l i c e n s e  f o r  f i s h  f a rm ing  wou ld  cost  
$200, as wou ld  a b i e n n i a l  l i c e n s e  f o r  game f a rm in g .  D i f f e r e n ­
t i a t e s  game b i r d  fa rm ing  -  t h a t  ca tego ry  i s  $20 f o r  a b i e n n i a l  
l i c e n s e .  Game fa rm ing  i n c l u d e s  game mammals o r  game r e p t i l e s .

I n t r o d u ce d  Feb. 14 and r e f e r r e d  to  Resources and F inance .

HOUSE BILL NO. 555 by Reps. Cato  and Szymanski .  I d e n t i c a l  
to  SB 374, see page 87 ) .

I n t r o d u ce d  Feb ruary  10 and r e f e r r e d  to  T r a n s p o r t a t i o n ,  then 
F inance .

HOUSE BILL NO. 5 5 6 , by Rep. R i n g s t a d .  Amends AS 04.11 
( A l c o h o l i c  Beverages. L i c e n s i n g )  by add ing a new sub se c t io n  
wh ich  wou ld  p r o h i b i t  a p r im a r y  source o f  supp ly  f rom s e l l ­
i n g  o r  s h i p p i n g  a l c o h o l i c  beverages  i n t o  the  s t a t e  w i t h o u t  an 
i n v o i c e  f rom  the  pr imary sou rce  t o  a w h o l e s a le r  l i c e n s e d  under t h i s  
t i t l e .

De f in es  " p r im a r y  source o f  s u p p l y "  as the  d i s t i l l e r ,  p roduce r  or 
owner o f  the  a l c o h o l i c  beverage a t  the  t ime i t  becomes a marke tab le  
p roduc t  and the  p a r t y  i d e n t i f i e d  as the  p r im a r y  s o u r c e ' s  agent .

A lso  p ro v id e s  t h a t  the l i c e n s e  o f  a l i c e n s e e  who v i o l a t e s  t h i s  
s e c t i o n  s h a l l  be suspended f o r  a p e r i o d  o f  n o t  more thar. one yea r .  
Would take  e f f e c t  7 / 1 /8 6 .

I n t r o d u ce d  Feb ruary  10 and r e f e r r e d  t o  Labo r  and Commerce, F inance .

HOUSE BILL NO. 557 . by Reps. Duncan, C l o c k s i n ,  Gruenberg 
and W a l l i s .  Would a u t h o r i z e  an a t t o r n e y  o r  law f i r m  to  
e s t a b l i s h  and m a in t a i n  an i n t e r e s t  b e a r i n g  i n s u r e d  demand 
t r u s t  accoun t  i n  r  d e p o s i t o r y  i n s t i t u t i o n  and d e p o s i t  i n  t h a t  
account a l i  c l i e n t  funds t h a t  a re  nom ina l  i n  amount o r  are  he ld  f o r  
a s h o r t  t im e .  A lso  would a u t h o r i z e  the  i n t e r e s t  t o  ba r e m i t t e d  to  
a f o u n d a t i o n  des igna ted  by t h e  A l a j k a  Bar Assn.  t o  be expended to  
p r o v id e  c i v i l  l e g a l  s e r v i c e s  t o  i n d i g e n t  pe rsons .  The a c t  would 
take  e f f e c t  upon the a do p t i o n  o f  a r e s o l u t i o n  by t he  bar  
a s s o c i a t i o n ' s  board o f  gove rno rs  d e s i g n a t i n g  a f o u n d a t i o n  to 
r e c e i v e  funds  under the a c t .

SSHB 458. ( c o n t ' d )
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HOUSE 
COMMITTEE REPORT

FURTHER REFERRALS:JUDICIARY

The LABOR & COMMERCE

DATE:

Committee has considered HB 562

"An Act relating to the adoption of bylaws by a cooperative."

and recommends:

do pass 

do not pass

do pass with attached amendment(s) 

no recommendation

replace with  Z Z  5  S ~ C £L _______

and recommends

[ ] further referral to the

] same title 

] new title

Committee

and attaches: letter of intent 
first fiscal note 
new fiscal note 
zero fiscal note

SIGNING DO PASS SIGNING OTHER RECOMMENDATIONS:



Introduced: 2/11/86
Referred: Labor & Commerce
and Judiciary

1 IN THE HOUSE BY SHULTZ

2 HOUSE BILL NO. 562

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the adoption of bylaws by a

7 cooperative."

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

9 * Section 1. AS 10.25.070 is amended to read:

Sec. 10.25.070. BYLAWS. The board of directors shall adopt the

first bylaws of a cooperative to be adopted following an incorpora­

tion, conversion, merger or consolidation. Thereafter the [MEMBERS

OR] district delegates in cooperatives hiving three or more districts 

that are not connected by a road system to another district of the 

cooperative may [SHALL] adopt, amend^ or repeal the bylaws by the 

affirmative vote of a majority of the [THOSE MEMBERS OR] district 

delegates voting on the adoption, amendment^ or repeal at a meeting of 

the [MEMBERS OR] district delegates. In all other cooperatives the 

members shall adopt , amend, or repeal the bylaws by the affirmative 

vote o f two-Uiirds’. of-the~ members. vobing on the adoption, amendment,

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

sT+' —  J\
or repeal" at a meeting of the members. The bylaws shall set out 

[FORTH] the rights and duties of- members, district delegates^ and 

directors and may_contain other provisions for the regulation and 

management of the affairs of the cooperative consistent [NOT INCONSIS­

TENT] with this chapter or with the [ITS] articles of incorporation of 

the cooperative.

-1 - B 562



&
BACKGROUND F O ^ H B  562

The purpose  o f  t h i s  b i l l  i s  t o  e q u a l i z e  the  powers o f  commun i t i e s  se rved 

by one c o o p e r a t i v e .

Uner the  p r e s e n t  s t a t u t e ,  d e l e g a t e s  f o r  each communi ty a re  e l e c t e d  on 

the  b a s i s  o f  one d e l e g a t e  t o  100 members. A d e l e g a t e  i s  g i v e n  a l l  o f  t h e  

powers o f  the  members and based on the  l o b b y i n g  e f f o r t s  o f  the  

membership can d i r e c t  t h e  c o o p o e r a t i v e  w i t h  l i t t l e  e f f o r t  i n  the  d i r e c t i o n  

they  want i t  t o  t a k e .  There  a re  t imes  when t h i s  i s  h a rm fu l  t o  t h e  

c o o p e r a t i v e s  f i n a l  g o a l s .  De le ga te s  f rom a l a r g e r  communi ty can cause 

undue economic harm t o  the  s m a l l e r  communi ty se rved  by t h e  c o o p e r a t i v e  

j u s t  by p o o l i n g  t h e i r  v o t e s  f o r  deve lopment  o f  t h e  c o o p e r a t i v e  i n  t h e  

l a r g e r  commun i ty .  T h i s  was n o t  the  purpose o f  I n t r o d u c i n g  t h e  c o o p e r a t i v e  

c o n cep t .  T h i s  b i l l  w i l l  a l s o  p r e v en t  t h i s  unba lanced  d i s p l a y  o f  power.

The b i l l  w i l l  r e q u i r e  a m a j o r i t y  o f  a l l  v o t i n g  members o f  t h e  c o o p e r a t i v e  

t o  change t h e  b y - l a w s .  I t  w i l l  p r e v en t  f r i v o l o u s  use o f  d e l e g a t e s  powers 

t o  change b y - l a w s  o r  make p o l i c y  changes o r  o t h e r  management d e c i s i o n s  

i n c o n s i s t e n t  w i t h  t he  a r t i c l e s  o f  i n c o r p o r a t i o n  o f  t h e  c o o p e r a t i v e .

There  i s  an ex t reme need f o r  t h i s  b i l l  i n  some p a r t s  o f  A la ska  and you r  

c o n s i d e r a t i o n  o f  i t s  passage w i l l  a s s i s t  s m a l l e r  member commun i t i e s  t o  

m a i n t a i n  t h e i r  e q u a l i t y  w i t h  the  l a r g e r  member commun i t i e s  o f  the  c o o p e r a t i v e .



ANALYSIS OF^HB 562

Line 13 thru line 18 states cooperatives that include 3 or more 

districts not connected by road will retain the delegate system of 

representation at annual meetings.

Line 18 thru line 22 recommends a change back to full voting membership 

control for those communities connected by road and under one 

cooperative. States it will take a vote of the majority of those 

members voting to adopt any major changes in the by-laws of the 

cooperative . Voting maybe done in meeting or by mail.

Line 22 thru line 27 describes the provisions for regulations and rights 

of members, delegates and directors consistent with the articles of 

incorporation.

S ec t io n  one amends AS 10.25.070 by changing by laws.

Line 28 to end of Bill describes methods of voting.
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H o g c  a n d  L e k i s c h

r rr»orc»oiaf«AL cowron*uoi*
ATTO R N EYS  AT  LAW

♦3T7 *c* 6 TR 5 TT . S U IT E  B O O  > ANCM ORAGC, A L A S flA  9 9 3 0 1 -2 3 6 6

( 0 0 7 ]  Z 7 S - 1 7 2 C

April 2, 19B6

Representative Mike ftavarre, Chairman 
House Labor and Commerce Committee 
Route of Representatives 
Ponch V
Juneau# AK 99813 

Re: Honae Bill 562

Dear Mr, Chairmant

This letter which is written at the request of this 
fine's client Copper Valley Electric Association, Inc. (CVEA), 
will explain the background that led in part to the introduction 
of House Bill No. 562,

CVEA is divided into two (2) districts: the Copper
River Basin and the Valdez Districts. The cooperative uses a 
delegate system for emending its Bylaws. Pursuant to the 
existing Bylaws# three Ol't of 10 delegatee can call a special 
meeting. Recently, three delegates attempted to call a Special 
meeting, one of the items on the agenda was a possible move of 
the headquarters of CVEA from Glennallen to Valdez. No member 
notice was given. A  great deal of concern arose from some of the 
residents of Glennallen that Glennallen would lose a major 
employer in the area. CVEA’s staff was also concerned because Of 
commitments made by them for housing in Glennallen and family 
considerations. Further# some CVEA Board members were concerned 
that it would not be economically Wise for the Aove to be made. 
Finally, there was A general concern that the members were not 
even notified of the proposed move.

CVEA has 1755 voting members. Because of the way the 
delegate system works# ten members, as delegates# could vote to 
move the headquarters without membership notice or approval or 
input and consideration by the Board,

The purpose of Rouse Bill 562 is to leave that kind of 
decisionmaking up to a majority of the members. The advantage to 
membership voting is that ballot propositions would be placed 
before the membership, an opportunity would be given for the 
membership to hear the pros and cons of the propositions# and a 
considered vote could be made by the membership.

A N O R C W  r -M O C C  
P C T C R  A . I J C M > » £ m  
P 0 B C B 1  L .V A 9 D U C X  
D A V ID  D .^ O M M S O H  
O O R D O M  O . L E E  

W  C O L V C R

. r*
X



Rep, Mike Navarre, Chairman 
Bouse Labor and Ccawserco Committee 
April 2, 29B6 
Rage 2

The district delegate method of VOtinig does not SOtta 
appropriate when only three out of 1755 members could call for 
such a proposition and, with the concurrence of seven other 
delegate members, wake such a decision for the cooperative.

i • ■ . • •

The proposed law will still allow basic majority 
control by the Membership for changes) in this manner, all 
members will have the opportunity to vote and not just a Belact 
few delegates.

Very truly yours.

h o g e  and l e k i s c h  
Attorneys for Copper Valley 
Electric Association, Inc.

ABK/sib/AHVII!2G
cc: Copper Valley Electric Association, Inc.

Alesha Rural Electric Cooperatives Association, Inc.



H o g e  a n d  L e k i s c h

A P R O F E S S I O N A L  C O R P O R A T I O N  
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April 2, 1986

Representative Mike Navarre, Chairman 
House Labor and Commerce Committee 
House of Representatives 
Pouch V
Juneau, AK 99811 

R e : House Bill 562

Dear Mr. Chairman.

This letter which is written at the request of this 
firm's client Copper Valley Electric Association, Inc. (CVEA), 
will explain the background that led in part to the introduction 
of House Bill No. 562.

CVEA is divided into two (2) districts: the Copper
River Basin and the Valdez Districts. The cooperative uses a 
delegate system for amending its Bylaws. Pursuant to the 
existing Bylaws, three out of 18 delegates can call a special 
meeting. Recently, three delegates attempted to call a special 
meeting. One of the items on the agenda was a possible move of 
the headquarters of CVEA from Glennallen to Valdez. No member 
notice was given. A great deal of concern arose from some of the 
residents of Glennallen that Glennallen would lose a major 
employer in the area. CVEA's staff was also concerned because of 
commitments made by them for housing in Glennallen and family 
considerations,, Further, some CVEA Board members were concerned 
that it would not be economically wise for the move to be made. 
Finally, there was a general concern that the members were not 
even notified of the proposed move.

CVEA has 1755 voting members. Because of the way the 
delegate system works, ten members, as delegates, could vote to 
move the headquarters without membership notice or approval or 
input and consideration by the Board.

The purpose of House Bill 562 is to leave that kind of 
decisionmaking up to a majority of the members. The advantage to 
membership voting is that ballot propositions would be placed 
before the membership, an opportunity would be given for the 
membership to hear the pro^. and cons of the propositions, and a 
considered vote could be made by the membership.

i f i r

A N D R E W  E .  H O G E  
P E T E R  A .  L E K I S C H  
R O B E R T  L . V A S O U E Z  
D A V I D  S .  J O H N S O N  
G O R D O N  D .  L E E  
J O H N  W.  C O L V E R



Rep. Mike Navarre, Chairman 
House Labor and Commerce Committee 
April 2, 1986 
Page 2

The district delegate method of voting does not seem 
appropriate when only three out of 1755 members could call for 
such a proposition and, with the concurrence of seven other 
delegate members, make such a decision for the cooperative.

The proposed law will still allow basic majority 
control by the membership for changes; in this manner, all 
members will have the opportunity to vote and not just a select 
few delegates.

Very truly yours,

HOGE and LEKISCH 
Attorneys for Copper Valley 
Electric Association, Inc.

Andrew E. Hoge U

AEH/ms/AHVII126
cc: Copper Valley Electric Association, Inc.

Alaska Rural Electric Cooperatives Association, Inc.
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3/6/36

IN THE HOUSE BY SHULTZ

SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 562

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A  BILL

For an Act entitled: "An Act relating to the adoption of bylaws by a

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

* Section 1. AS 10.25.070 is amended to read:

Sec. 10.25.070. BYLAWS. The board of directors shall adopt the 

first bylaws of a cooperative to be adopted following an incorpora­

tion, conversion, merger or consolidation. Thereafter the [MEMBERS

OR] district delegates in cooperatives having three or more districts
" "" ** -

that are not connected by a road system to another district of the 

cooperative may [SHALL] adopt, amend^ or repeal the bylaws by the 

affirmative vote of a majority of the [THOSE MEMBERS OR] district 

delegates voting on the adoption, amendment^ or repeal at a meeting of 

the [MEMBER? OR] district delegates. In all other cooperatives the 

members shall adopt, amend, or repeal the bylaws by the a ffirmative 

v ote of a majority of the members voting on the adoption, amendment, 

or repeal either at a meeting of the members or by mail ballot without 

a meeting. The bylaws shall set out [FORTH] the rights and duties of 

members, district delegates^ and directors and may contain other 

provisions for the regulation and management of the affairs of the 

cooperative consistent [NOT INCONSISTENT] with this chapter or with 

the [ITS] articles of incorporation of the cooperative.

* Sec. 2. AS 10.25.120 is amended to read:

Sec. 10.25.120. VOTING. Each member is entitled to one vote on 

each matter submitted to a vote (1) at a meeting of the members or (2)

cooperative.11
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by mail ballot permitted b y  AS 10.25.070. Each member of a district 

is entitled to one vote on each matter submitted to a vote at a lANY] 

district meeting. Voting at a meeting shall be in person, but, if the 

bylaws so provide, may also be by mail.
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