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BILL SHEFFIELD
GOVERNOR

S tate o f A 1 as k a
OFFICE OF THE GOVERNOR

Juneau

April 19, 1985

The Honorable Don Bennett
President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Bennett:

Under the authority of art. 11l, sec. 18, of the Alaska
Constitution, | am transmitting a bill relating to direct
service charges for the sale of power by the Alaska Power
Authority to retail consumers.

This bill addresses financing concerns with regard to fu-
ture energy projects acquired or constructed by the Alaska
Power Authority where the principal user of the power gen-
erated or transmitted by the authority 1is a non-govern-
mental utility. Section 103(b) of the Internal Revenue
Code restricts the use of tax-exempt bonds for Tfinancing
power projects and transmission interties which are
secured by payments to be made under power sales agree-
ments with non-governmental utilities such as private in-
vestor-owned utilities, rural electric associations, and
electric cooperatives.

This bill v/ould facilitate the use of tax-exempt financing
by authorizing the authority to impose and collect direct
service charges from consumers, as an alternative to power
sales agreements, as a method for securing and providing
for the payment of bonds 1issued by the authority. Money
collected by the authority from the imposition of direct
service charges will constitute revenues to meet the costs
of acquiring, Tfinancing, and guaranteeing power projects.
The tax-exempt Financing permitted by the use of direct
service charges should help to reduce the capital costs of
power projects.



After this bill is passed, the authority will seek a re-
venue ruling from the IRS to confirm that the use of di-
rect service charges as security for revenue bonds will
permit tax-exempt financing of power projects.

Sincere",/,

Bill Sheffie
Governor
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BILL SHEFFIELD

S tate o f A 1 as k a
OFFICE OF THE GOVERNOR

Juneau

April 19, 1985

The Honorable Don Bennett
President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Bennett:

Under the authority of art. IlIl, sec. 18, of the Alaska
Constitution, || am transmitting a bill authorizing the
Alaska Power Authority to transfer two completed transmis-
sion line projects that were originally financed through
the power development fund. Rather than attempt to deal
retroactively with the 1981 appropriations for the Port
Lions transmission line and the Kobuk - Shungnak trans-
mission line, the bill simply permits the power authority
to transfer the projects.

AS 44.83.380 — 44.83.425 require that t"e Alaska Power
Authority own and operate projects constructed with money
from the power development fund. That fund was originally
intended to finance major retail generation, transmission,
and distribution projects under the “energy program for
Alaska.” The power authority board and staff have deter-
mined that they have neither the financial nor staff re-
sources to operate and maintain small projects that are
often located iIn remote areas of the state. This bill
will permit the authority to transfer ownership, manage-
ment, and operation of these two projects to the local

utilities.

Sincerely,

Bill Sheffield
Governor
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m il SHEFFIELD, GOVERNOR

S mtJCH K -STA TE CAPITOL
aitilAOKTME.NT OF LAW JUNEA U ALA SKA 99811
PHONE 19071 .185-3600

OFFICE OF THE. A TTORNEY GENERAL

~iil Tcb
i MGk ANDUT il
TO: Honorable bill Sheffield
>Governor
inune *>uorrfn Cs Gorsucli
Attornsv General
m.: Attached bb.11 on transier or

transmission line projects £rar. the
power development fund
Our file: 3*77-11-2-8

Attached is a bill to authorise transfer of two corc-
pietcd transmission line projects (Pert Lions ana kobuk -
Chungr.sk) that tere originally financed through the newer devel-
opment fund, a fund administered by the Alaska Power A.uthority.
The bill was recLuested by the board of directors of the authori-
ty. We do not know the extent of review or approval it has re-
ceived in your office.

Although the board originally asked for legislation
permitting the transfer of three projects out of the "energy
program rcr Alaska,"” our research indicates that the appropria-
tion for the Delta agricultural project was never made tc the
power development fund. Consequently, that project is not with-
In the energy program for Alaska and no legislation is necessa.rv
for transferring that project.

We understand that the transfer of these projects is
intended tc be a gift, not a sale, to the respective utilities.
This grant o1 public property raises the question of whether a
public purpose is being served, as required by art. IX, sec. s,
of the Alaska Constitution, vdiich provides in part:

No tar shall be levied, or appropriation of
public money made, or public property trans-
ferred, ... except for a public purpose.
[emphasis added.]

We dp r.ct know many of the facts surroundinr. these proposed
transfers, but, considering a number o1 Alaska Supreme Court
decisions that ha*p applied art. [IX, sec., f. it would appear
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elute Che 1oca1 utilities to which these projor.tu .ire intended to
he transferreo are owner! by nonprofit, corporations, bur: wo do
not know the basis ;or their selection, chcir demonstration oi
ability tc operate and maintain the transmission lines, the
nature or extent oi the service they plan to provide, or the way

~n. Vhich these free trnnsnissicn lines will affect the
utilities’ race structures. The power authority will no (ioubc
bill works its way

provide this sort of inrormation as the
through your office and the legislature.

urait transmittal letter to the legislature is also
at Cached.

NCG: AH?: CEJ :emh

cc wl/enc.: Hon. Loren H. Lour.sbury, Commissioner
Dept. or Commerce £ Economic Development

Lee hum, Chairman
niuska Power Authority
Anchorage

Robert Heath, Executive Director
Alaska Power Authority
Anchorage
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MEMORANDUM State of Alaska

Larry Crawford -if  July 18, 1984

Executive Director

Alaska Power Authority ini o1
mow Norman C. Gorsuch suinMt Transfer of APA
Attorney General facilities -

J 2?2 a \J July 9. 1984.
BY: K r i RECEIVED
Ross 'A. Kopperud
Assistant Attorney General e )0 Jop\
Transportation Section, Anchorage ~

ALASKA POWER AUThuKITV

The issue was raised in Eric Yould’s memorandum to me
of August 4, 1983, whether the APA had the authority to transfer
the Cantwell Distribution System to Golden Valley Electric
Association (GVEA) upon completion. Eric Yould's memo is
attached for your convenience. By subsequent telephone calls and
from APA staff, the question has been expanded to include whether
the APA can dispose of other projects once they are completed.

| responded to this inquiry in the fall of 1983,
although there is no memorandum confirming the advice given at
that time. The advice given was that the APA could transfer
these facilities away to other entities in keeping with the APA's

purpose.

On July 6, 1984, | discussed the above advice which I
had previously ?iven to the APA with Carolyn Jones, assistant
attorney general for the APA. Ms. Jones confirmed that this
advice was consistent with her understanding of the APA's
authority and further stated she had also given similaradvice to
the APA in her memorandum to you of May 30, 1984, referenced "Use
and disbursement of appropriations™. Ms. Jones's memorandum is

also attached for your convenience.

Thv. underlying rationale for my advice to the APA is
as follows:

A.S. 44.83.070. Purpose of the Authority.

The purpose of the authority is to promote,
develop and advance the general prosperity
and economic welfare of the people of Alaska
by providing a means of constructing,
acquiring, financing and operating power
production facilities limited to fossil fuel,
wind power, tidal, geothermal, hydroelectric,
and solar energy and energy conservation
facilities.



July 18, 1984

‘Memo to Larry Crawford
Page 2

Executive Director
Alaska Power Authority

Under A.S. 44.83.080 entitled "Powers of the Authority", it

states: _
In furtherance of its corporate purpose, the
authority has the following powers in

addition to its other powers;

(7) to sell, lease as lessee or lessor,
exchange, donate, convey ... real or personal
property owned by it, or in which it nas an
Interest, when in the judgment of the
authority, the action 1s iIn furtherance of

its corporate purpose.

(14) to enter into contracts or agreements
with respect to the exercise of any of its
powers, and do all things necessary or
convenient to carry out is corporate purpose
and exercise the powers granted in this

chapter.

(Emphasis added).

The above statutory references make it clear that the
APA may donate or convey real or personal property in furtherance
of its corporate purpose. The other statutory references make it
clear that the purpose and authority of the Ala is quite broad.
It is my understanding that the APA has no staff or facilities tc
maintain and operate those facilities which it wants to transfer
to public utilities. It would, | believe, be consistent with the
APA's corporate purpose to transfer the facilities in issue to
various utilities who can maintain and operate those facilities

for the benefit of the people of Alaska.

In conclusion, absent legislation which would
specifically rescrict the APA's power to transfer its facilities
to some other entity, it is my opinion that the APA may transfer
its facilities to other entities so long as it is in keeping with

the APA's corporate purpose.

If you should have any further questions on this issue,
please call me at your convenience.

RK/dw



STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

DEPARTMENT DIVISION BILL NUMBER SPONSOR
Commerce & Econ. Dev. Alaska Power Authority HB 391 House Rules/by Governor

DEPARTMEN. POSITION

Support passage of HB 391.

PREPARED BY DATE COMMISSIONER'S, DATE
Susan White, Special Assistant to IT/I(-"
the txecutive Director SUMMARY
OTHER AGENCIES AFFECTED BY BILL CONSTITUENT GROUP(S) AFFECTEO BY BILL
Department of Commerce and Economic Developmep Kodiak Electric Association
Office of Energy City of Kobuk
ORGANIZATIONAL SUPPORT FOR BILL ORGANIZATIONAL OPPOSITION TO BILL
None
FISCAL IMPACT: £] NONE [m] FISCAL NOTE ATTACHED

BACKGROUND/LEGISLATIVE INTENT

See attached.

ANALYSIS OF BILUPROGRAM EFFECTS

Proposed projects transfer as specified in HB 391 would grant the Kobuk-Shungnak and Port
Lions transmission lines to the City of Kobuk and Kodiak Electric Association. Transfer
of these projects would remove them out of the Energy Program for Alaska and relinquish
the State's responsibility to own, operate and maintain them.

If statutory authority is not provided for transfer of the Kobuk-Shungnak line, APA will
work to develop an 8V agreement with AVEC (which operates the power plant at Shungnak)
and the City of Kobuk and develop a set of fees to provide for O8M revenues to be returned
to the State. Currently, APA is providing minimal maintenance twice a year to assure
basic operational status of the line. Maintenance costs over the past two years have been
approximately $5,000 per year.

Although O8M funding for the Port Lions line is not budgeted in the APA's FY '86 operating
budget, the FY '86 costs, if the project is retained by the APA, could potentially be
absorbed within the existing budget (Terror Lake Q8 agreement). |f additional funding
(program receipts) is, in fact, required, an RPL will be submitted to the LB&A Committee.

AMENDMENTS PROPOSED

No amendments.

"2267w5185a .

PLEASE ATTACH A SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS.



HB 391
BACKGROUND/LEGISLATIVE INTENT

The two transmission line projects recommended Tor transfer from the Power
Authority to the appropriate utilities are the K.)buk-Shungnak and Port Lion's
transmission lines. Appropriations to the Power Authority's Power Development
Fund provided for the construction of these projects and include them in the
Energy Program for Alaska. Power projects acquired or constructed as part of
the Energy Program for Alaska may only be transferred through legislation.

The Kobuk-Shungnak transmission line was funded through two separate
appropriations of $345,000 (SLA 79, Ch. 80) and $200,000 (SLA 81, Ch. 90).
These appropriations were funded respectively to the Department of Commerce
and Economic Development, Office of Energy and the Alaska Power Authority.
The line is complete and has been operational since February 1982.

The Port Lion's transmission line was funded through three appropriation
sources. (Please see attacf :d Port Lion's funding summary). The Port Lion's
line is complete and is ready to begin operation.

The Power Authority Board of Directors passed Resolution #1985-01 recommending
transfer of the two projects, and requested legislation be introduced to
effect the transfer. The Attorney General's Office has found the proposed
transfer to be appropriate as the lines to be granted and transferred to the
local utilities would serve the required public purpose.

2267Wt>185a



PORT LION®S FUNDING SUMMARY

Total Construction Cost: $1.639.481

Funding Sources:

Ch. 54, SLA 1980, page 3, line 9 $ 93,812 (a)

Ch. 92, SLA 1981, page 12, line 6 1,400,000

Ch. 92, SLA 1981, page 12, line 9 145,669 (b)
$1.639.481"

(a) Balance of $200,000 appropriation, remainder ($106,188) was used
by KEA to conduct feasibility study for a Port Lion's power
project.

(b) Revised program from Terror Lake allocation to Port Lion's
allocation within the same appropriation.

2267W5185a
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BILL SHEFFIELD

S tate o f A 1 a s k a
OFFICE OF THE GOVERNOR

Juneau

April 19, 1985

The Honorable Don Bennett
President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Bennett:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the
exemption of the Alaska Power Authority"s officers and
employees from the State Personnel Act (AS 39.25).

The amendment in sec. 1 of the bill clarifies the status
of the authority®s executive director and staff by codify-
ing a longstanding practice, 1.e., treatment of the execu-
tive director and his or her staff as being In the exempt
service. The members of the authority are already in the
exempt service by virtue of AS 39.25.110 (A0) , which places
"members of boards, commissions, or authorities”™ in that
category. Adding the Alaska Power Authority to the list
in AS 39.25.110(11), as sec. 1 of the bill does, may cre-
ate an element of redundancy regarding "'members'™ and '"of-
ficers,” but that list already contains precedent for do-
ing so, and it leaves no doubt as to this authority -—
both members and staff — being iIn the exempt service.

The amendment in sec. 2 of the bill corrects what appears
to be an error made when AS 44.83.045 became lav; in 1978
(ch. 156, SLA 1978). AS 44.83.045(c) contains language
making the executive director of the authority '"subject to
the provisions of AS 39.25" (which citation the revisor of
statutes, evidently, changed to refer specifically to the
sections of AS 39.25). The State Personnel Act covers all
state employees, placing them iIn one of three categories
of service: exempt, partially exempt, or classified. Mak-
ing the executive director 'subject to" the State Person-
nel Act merely means that he or she i1s either exempt, par-
tially exempt, or iIn the classified se:vice. In effect,
the language iIn question has no meaning.

Governor's Letter of Transmittal

2-4%n



Section 2 of the bill, therefore, deletes that language
from AS 44.83.045(c), and makes clear what category of
service the executive director and the rest of the staff
are iIn — consistent with the amendment in sec. 1.

Sincerely,

Governor



T1/U SHEFFIELD, GOVERNOR

OFFICE OF THEATTORNEY GENERAL
April j, »W5,. =

MEIIORAND'] H

TO "i'* honorable Bill Shefrioliz 't APR ¢ | 1055
Governor 1 :

B L ™ TR
itXk: ;in.Norman C. Gcrsuch

V j * 7 : > . Attorney General:'"/-

hoeorl & V- A Y

. ..PE Attached bill placing employees of
the Alaska Power Authority in the
exempt service
Our file: 377-181-85

- Attached is a bill exempting the employees ei the
xilaska Power Authority from the State Personnel net (AS 39.25).
The bill was recommencec by the board cf directors oi the Alaska
Power Authority to clarity the status of the authority's execu-

tive director and staff. * *
. " VT % .
_ It. has long been our V|eW that the Alaska Power Au- 7:7,"
< thority is exemptfrom the State Personnel Act, but a last- ' e
-minute error in SCS CSHB 441, when it was passed by the legisla- Q

ture in 1978 (sec.4, ch.4156, SLA 1978), confused the issue.
1978 Inf. Gpp. Att'y Gen. (July 11; J-66-808-7S). The attached . V"V,
amendment
July
to
we understand chat the authority does 'not
Want tc amend AS 44.83.045(c) in a way that would subiect..the'.A*dvA

M ‘'mexecutive director to AS 39.50. W. .V,
R et i A draft transmittal

attached

CG: CEJ :rmrerr.

AN Tbnypboreri lounsbury ; Corairissioner
7pei>c.vaf. Commerce ¥ Economic Development:

Lee Uunn, Chairman . n

mc"~"Alaska Power Authority
Anchoraye * . K -

N o Zx”pbert, fieai;h,. Executive. Director..
ka"~dvfe"dA.uthority

Dept of Law Memo
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vk ALASKA
O, Hon. Phillip Hubbard, Commissione™ATE: July 11, 1978
Department of Commerce & Economic
Development fileno- J-66-808-78
ATTN: Lois Cook
THEHNENO
M AVRUM H. GROSS SBET Status of personnel
ATTORNEY GENERAL of the Alaska Power
Authority
By:
Rodger W Pegu
Assistant Attorney eral

mThis responds to your request for otir opinion as
to the effect of the recent amendment to the APA's organic
act which provides, "The executive director of the authority
Is subject to the provisions of AS 39.25."

We are advised on good authority that the amend-
ment was proposed to make the executive director subject to
the Conflict of Interest Act and that, by error, the refer-
ence was made to AS 39.25 rather than to AS 39.50. The bill
was rushed through at the last minute, and passed without
correction to the reference. The Statute Reviser will be
asked to make a corrective amendment in his omnibus bill

next year.

In our view, the plain error rule controls. The
amendment makes sense only 1f it is read to be 39.50 rather
than 39.25. Making a person "subject to" the State Personnel
Act -- without anything more -- accomplishes nothing. Under
that Act, one may be exempt, partially exempt, or classified.
If the amendment is read to mean AS 39.25, i.e., the Person-
nel Act, then all it says is that the executive director is
exempt, partially exempt, or classified. He is that now,
I.e., he is exempt. Moreover, there is neither rhyme nor
reason to place the executive director under the Personnel
Act and not include his staff. That will be the result,
however, if the amendment's plain language is followed. On
the other hand, if the reference were to AS 39.50, i* £e» t0
the Conflict of Interest Act, it would subject the executive
director to that Act’s requirements and thereby accomplish
the amendment's purpose. Moreover, it would make sense to
subject the executive director to that Act but not to include
his staff. Accordingly, the reference to AS 39.25 must be
considered plain error, and the status quo ante obtains.

That the amendment was intended to subject the ex-

ecutive director to the Conflict of Interest Act does not,
however, mean that he is now subject to that Act. Until a

AG's Opinion



Lois Ook
July 11, 1978
Page #2

law has been passed subjecting him to that Act, he is not
subject toe'it; it takes more than intent to make a law.
Train v. City of*New York, 420 U.S. 35, 45 (1975). Nothing
prevents his filing a Conflict of Interest Statement volun-
tarily, however, or the authority's requiring him to file
one as a condition of employment.

The answers to your questions then are as follows:

(1) The executive director of the APA is in the
exempt service.

(2) The other employees of the APA are in the ex-
empt service.

RWP/pjg



Bill Sheffield, Governor

Alaska Power Authority

S eof Alaska

Senator Fred Zharoff, Chairman
Senate Labor and Commerce Committee
P.O. Box V

Capital Building

Juneau, Alaska 99811

Dear Senator Zharoff:
As requested,
292 is provided. If

hesitate to contact me.

Sincerely,

Robert D. Heath
Executive Director

PO Box 190869 701 East Tudor Road

March 4, 1986

the attached position paper relating to CSSB
I may be of further assistance please do not

AnchdBBBBBBBBBHUBHMHIBIBW HBBW BBBIW i
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POSITION PAPER CSSB 292 (SENATE LABOR AND COMMERCE)

SECTION 1:

CSSB 292 (SENATE LABOR AND COMMERCE) amends AS 39.25.110 (11)

by establishing the Alaska Power Authority as a state agency

in exempt service. Currently the legal status of the Executive
Director and staff of the Alaska Power Authority is not expressly
stated through statute. The Alaska Power Authority has been
advised by the Attorney General®s office to seek legislation
clarifying the status of staff employed by the Alaska Power
Authority. The Alaska Power Authority supports this amendment as
shown by the resolution adopted by the Board of Directors at the
2/26/85 board meeting.

SECTION 2:

CSSB 292 (SENATE LABOR AND COMMERCE) addresses the membership of
the Alaska Power Authority Board of Directors and proposes to
repeal and reenact AS 44.83.030. Currently, the Executive
Director and staff of the Alaska Power Authority reports directly
to the Board of Directors. Because of this organizational
structure, it is not appropriate for staff to render an opinion
or state a position on the proposed language to restructure the
make-up of the Alaska Power Authority Board. However, staff will
present and solicit the Board"s formal opinion on the bill at the
next board meeting, tentatively scheduled for 3/24/86 or 3/25/86.
The board®s position on this matter will be expeditiously
communicated iIn writing to the appropriate legislative committees

SECTION 3,4,5,6 AND 7:
CSSB 292 (SENATE LABOR AND COMMERCE) propose amendments also

requiring consideration by the Alaska Power Authority Board of
Directors.



ALASKA POWER AUTHORITY
Resolution 1985-03

RESOLUTION BY THE ALASKA POWER AUTHORITY BOARD OF DIRECTORS RECOM-
MENDING THAT AS 39.25.110 BE AMENDED TO SPECIFICALLY NAME THE
ALASKA POWER AUTHORITY AS A STATE AGENCY IN EXEMPT SERVICE.

WHEREAS, tty. Alaska Power Authority was created as a public corpo-
ration of ule State of Alaska with a separate and independent legal
existence in the Department of Commerce and Economic Development;
and

WHEREAS, the Alaska Power Authority consists of a seven member
board of directors reauired to employ an Executive Director, who
employs additional staff.as necessary,and is granted powers under
AS 44.83.080 to carry on and further its corporate purposes; and

WHEREAS, the Alaska Power Authority, although considered to be a
State agency iIn exempt service not covered by the provisions of AS
39.25 (the State Personnel Act), is not specifically named as such
in this chapter; and

WHEREAS, the Authority has been advised by the Office of the
Attorney General to seek legislation to provide clarification on
the status of the Executive Director and staff;

NOW THEREFORE, BE IT RESOLVED, by the Board of Directors of the
Alaska Power Authority:

That AS 39.25.110 is recommended for statutory amendment to specif-
ically name the Alaska Power Authority as being a State agency in
exempt service, thereby exempting the Authority from-the provisions
of the State Personnel Act;

BE IT FURTHER RESOLVED, that the Alaska Power Authority Board of
Directors respectfully requests the Governor to introduce legis-
lation providing for amendment to AS 39.25.110 as reconmended

herein.

This resolution having been submitted to a vote, the vote thereon
was as follows:

YEAS:
NAYS:
ABSENT:
And the resolution was declared adopted on this the day of
,198.  —————
ALASKA POWER AUTHORITY
BY:
Chairman
BY:
Secretary

8597/347
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Birch.Horton, Bittner. Pestinger and A

A PROFESSIONAL CORPORATION

1127 WEST SEVENTH AVENUE
Anchorage,Alaska 99301
TELEPHONE (9071 270-1330
TELECOPIER(907)270-2822

TELEX 23-330

February 13,

William Mellow
Assistant Attorney General
Attorney General®s Office

Pouch "K"

Juneau,

Frank Raye,

Alaska 99811

Director

Division of Personnel
Department of Administration

Pouch 'C"

Juneau,

Mr .

Alaska

99811

Dick Stone

Northern Adjusters
2609 Arctic Blvd.

Anchorage,

Alaska 99503

Re:

Sidney R. Kidwell v.

9isss
714 GArTNEY ROAD
NKSi A L A * 9070
# 6

ONC SCALASKA PLAZA*SUITE :
JUNEAU . ALASKA 99601
(907)506-2890

1ISS CONNECTICUT AE.. N.
SUITE 1200
WASHINGTON. D. C. 20038
(202) asa-saoo

nderso.

A UAgLW‘ power

1985 =0.C_OAR ONLY

MO.C.ANO ALASKA OAR
ALL OTHERS ALASKA BAR ON
Jonathan B. Rubini
Assist. Attorney General
Attorney General"s Office
Pouch *K™
Juneau, Alaska 99811

Mr. Brad Thompson
Division of Risk Mgmt.
State of Alaska

Pouch 'C"

Juneau, Alaska 99811

State o.f Alaska

James E. Benka v. State of Alaska

Gentlemen:

thoughts on these cases.
the Alaska Power Authority,

State of

I have already discussed with most of you
As you are aware,
Kidwell and Benka,
termination.

Alaska for wrongful

my
two employees of
have sued the
This letter and

the attached Research Memorandum focuses on the claim made

by these

employees

"uhat they were Tfired contrary to the

provisions of the Alaska Personnel Act.

Authority did not follow the Alaska Personnel

Our 1nvestigation

reveals that the Alaska Power

Act because

they were under the impression that the personnel act did
not apply to the Alaska Power Authority.

As you <can see from the attached Research
Memorandum, we have a substantial concern that the personnel

act will be held to apply to the Alaska Power Authority. I
have routed results of this research to a broader group of

people than 1

normally would

in view of the fact that

i«



William Mellow

Jonathan G. Rubini, Esq.
Frank Raye

Brad Thompson

Dick Stone

February 13, 1985

Page 2

appears important that the State consider remedial
legislation speciftically exempting the Alaska Power
Authority from the provisions of the personnel act.

We have much more detailed memoranda in the file on the
factual circumstances surrounding the termination of Kidwell
and Benka which we can make available for your review. The
iIssue addressed in the attached memorandum however 1is a
purely legal 1issue regarding the procedures that must be
followed under the Alaska Personnel Act. It did not appear
necessary to detail the facts of the Kidwell and Benka cases
in order to keep you advised.

Very truly yours

BIRCH, HORTON, BITTNER
PESTXNGER & ANDERSON

TP/Jm

Encl.

cc: Ray Benish
David Ritze
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degree of independence and perpetuity necessary for a con-
sistent long term cost-beneficial program such as described,
in this document. There should be full recognition of the
management commitment that is necessary for the 1long term
capital commitment and long term construction cycles of the
electric generation fTacilities inherent under this concept.

The Committee assumes that the Alaska Power Authority (APA)
will be the organization to administer this program. Since
State funds will be involved, the legislature and administra-
tion will continue to be 1interested in the success of the
program.

It 1s the recommendation of the Committee that a nine member
board be created with the fiduciary responsibility of setting
policy and directing the operation of the Power Authority.

The Board would be constituted as follows:

- The Commissioner of Commerce and Economic
Development— This would be the only Board member
without a fixed term and would be the specific per-
son charged with representing the interests of the

Governor and his administration.

- FourDirectors appointed by the Governor  for
staggered six year terms and approved by the
legislature— These four members should include one
member from the banking iIndustry and one a consumer

representative and two from business and industry.

- FourDirectors from theAlaska Systems Coordinating
Council (ASCC)— The Alaska Systems Coordinating
Council 1is an existing group of electric utility

14

Excerpt from Advisory Committee Report



managers who on _ad hoc basis are now coordinating
the development of electric generation and
transmission systems within the State. The
Governor should appoint and the legislature approve

these four Directors— two Railbelt, one Southeast

Alaska, and one bush utility manager. The ASCC
should make recommendations to the Governor. As
with the other appointed members, the ASCC

Directors should serve six year staggered terms.

An important function of the Board of Directors will be to
set electric power development policy"™ and to assure that
cost-beneficial planning and operations are conducted by the
APA that will benefit all Alaskan consumers. In order to
insure that generating capacity additions are the ones which
result in minimum cost, are compatible to long range plans
and contributeto system optimization, any equalization
payments for prospective units must be based solely onpre-
construction approval by the Power Authority Board. In no
event should the Authority be required to purchase power
either directly or indirectly through a participating system
which was not generated by said participating system.

Over the past few years, the State of Aiaska has provided
loans or grants for substantial sums of monies to develop
generation capacity— most notable examples are the Four Dam
Pool and the Fairbanks-Anchorage Intertie. It is the recom-
mendation of this committee that these loans be converted to
grants by the State and be considered as equity of the Alaska
Power Authority. These projects obviously Tfit within the
context of the concept presented by the Committee, 1in that
they contribute to lowering the cost of generation for all

15



§ 39.25.090 P ubi.ic O fficers and Employees § 39.25.110

(3) prior positions held by a state employee;

(4) whether a state employee is in the classified, partially exempt, or
exempt service;

(5) the dates ofappointment and separation ofa state employee; and

(6) the compensation authorized for a state employee.

(c) A state employee has the right to examine the employee’s own
personnel files and may authorize others to examine those files.

(d) An applicant for state employment who appeals an examination
score may review written examination questions relating to the exam-
ination unless the questions are to be used in future examinations.
(8 18 ch 144 SLA 1960; am 8§ 5 ch 112 SLA 1982)

Effect of nm“"” 'mints. — Tae 1982
amendment rew»“-te this section.

Article 2. Coverage of Personnel.

Section Section

90. Coverage of chapter 120. Partially exempt service

100. Classified service 130. Extension of partially exempt and
110. Exempt service classified services

Sec. 39.25.090. Coverage of chapter. This chapter and the rules
adopted under it apply to all positions in (1) the classified service, and
(2) the exempt and partially exempt service as specifically provided.
(8 3 ch 144 SLA 1960; am § 6 ch 112 SLA 1982)

Effect of amendn nts. — The 1982
amendment inserted "exempt and" in item

o.

Sec. 39.25.100. Classified service. The classified service consists
of all positions in the state service not included in the exempt service
or in the partially exempt service. (§ 4 ch 144 SLA 196))

NOTES TO DECISIONS

Quoted in Mueller v. Alaska State Bd.  Bogenrife, Sup. Ct. Op. No. 918 (File No.
"fPersonnel, Sup. Ct. Op. No. 396 (File No.  1665), 513 P.2d 13 (1973).
7331. 425 P.?d 145 (1967); State .

Sec. 39.25.110. Exempt service. Unless otherwise provided by
law, the following positions in the state service constitute the exempt
service and are exempt from the provisions ofthis chapter and the rules
adopted under it:

11>persons elected to public office by popular vote or appointed to fill
vacancies in elected offices;

31



8 39.25.110 Alaska Statutes & 39.25.110

(2) justices, judges, magistrates, and employees of the judicial
branch including employees of the Judicial Council;

(3) employees of the state legislature and its agencies;

(4) the head of each principal department in the executive branch;

(5) officers and employees of the University of Alaska;

(6) certificated teachers and noncertificated employees employed by
a regional educational attendance area established and organized
under AS 14.08.031 — 14.08.041 to teach in, administer, or operate
schools under the control of a regional educational attendance area
school board;

(7) certificated teachers employed by the Department of Education
as correspondence teacl "s or teachers in skill centers operated by the
Department of Educate

(8) patients and inmr <<Iployed in state institutions;

(9) persons employed in « professional capacity to make atemporary
or special inquiry, study or examination as authorized by the governor;

(10) members of boards, commissions, or authorities;

(11) the officersand employees ofthe following boards, commissions,
and authorities:

(A) Alaska Gas Pipeline Financing Authority;

(B) Alaska Permanent Fund Corporation;

(C) Alaska Energy Center;

(D) Alaska Industrial Development Authority;

(E) Alaska Commercial Fisheries Entry Commission;

(F) Alaska Commission on Postsecondary Education;

(12) the executive secretary and legal counsel of the Alaska Munic-
ipal Bond Bank Authority;

(13) physicians licensed to practice in this state and employed by the
division of mental health and developmental disabilities, Department
of Health and Social Services;

(14) petroleum engineers and petroleum geologists employed in a
professional capacity by the Department of Natural Resources and by
the Oil and Gas Conservation Commission, except for those employed
in the division ofgeological and geophysical surveys in the Department
of Natural Resources;

(15) officers, agents, and employees of the Alcoholic Beverage
Control Board granted limited peace officer powers by the Alcoholic
Beverage Control Board under AS 04.06.110;

(16) persons employed by the division of marine transportation as
masters and members of the crews of vessels who operate the state
ferry system and who are covered by a collective bargaining agreement
provided in AS 23.40.040;

(17) officers and employees of the state who reside in foreign
countries;

(18) employees of the Alaska Seafood Marketing Institute;

32



8 39.25.120

8 39.25.120 Public O fficers and Employees

(19) firefighters employed by the Department of Natural Resources
for a fire emergency;

(20) employees of the Office of the Governor and the office of the
lieutenant governor, including the staff of the governor’s mansion;

(21) [Repealed June 30,1988] Employees of the Citizens’ Advisory
Commission on Federal Areas in Alaska (AS 41.37.010);

(22) youth employed by the Department of Natural Resources under
the Youth Employmentand Student Intern programs. (8 5ch 144 SLA
1960; am 8 1ch 48 SLA 1961; am 8 1ch 133 SLA 1961; am 8 3 ch 93
SLA 1962; am § 3 ch 24 SLA 1966; am 8 31 ch 46 SLA 1970; am 8 65
ch 69 SLA 1970; am 8 13 ch 113 SLA 1970; am 8 3 ch 78 SLA 1971;
am 8 18 ch 78 SLA 1974; am 8 42 ch 127 SLA 1974; am 8 2 ch 32 SLA
1975;am 8 2 ch 79 SLA 1975; am 8 37 ch 124 SLA 1975;am 8 Ichl57
SLA 1976; am 8 3 ch 90 SLA 1978; am 8 7 ch 18 SLA 1980; am 8 43
ch 106 SLA 1980; am 8 10 ch 131 SLA 1980; am 8 4 ch 148 SLA 1980;
am 8 4 ch 106 SLA 1981; am 88 2, 3 ch 37 SLA 1982; am 8 7 ch 112

SLA 1982; am 8 1 ch 11 SLA 1983; am 8 1 ch 103 SLA 1984)

Effect of amendments. — The first
1980 amendment added paragraph (22).
(See now paragraph (11MB).)

The second 1980 amendment added
paragraph (23). (See now paragraph
(11MD).)

The third 1980 amendment added para-
graph (24). (See now paragraph (15).)

The fourth 1980 amendment added
paragraph (25). (See now paragraph
(11XC>)

The 1981 amendment added a para-
graph (26) (see now paragraph (18)),
relating to employees of the Alaska
Seafood Marketing Institute.

The first 1982 amendment added n para-
graph (27) (see now paragraph (21)),
relating to employees of the Citizens’
Advisory Commission on Federal Areas in
Alaska. Section 3, ch. 37, SLA 1982, effec-
tive June 30,1988, repeals this paragraph.

The second 1982 amendment rewrote
this section.

The 1983 amendment rewrote para-
graph (13).

The 1984 amendment added paragraph
@.

NOTES TO DECISIONS

The thrust of the exemptions in this
chapter, the Public Employees Retire-
ment System, former AS 39.35.680(5)(c),
and the statutory leave provisions for state
employees, AS 39.20.310, is to provide for
those public employees who are not
-usceptible to ordinary recruiting and
mxamining  procedures.  Hailing .
Inlandboatmen's Union, Sup. Ct. Op. No.

1743 (File No. 3438), 585 P.2d 870 (1978).

No inconsistency between ferry
crew exemption of this section and
inclusion of such personnel with Pub-
lic Employment Relations Act, AS
23.40.070 et seq. — See Hafling w.
Inlandboatmen’s Union, Sup. Ct. Op. No.
1743 (File No. 3438), 585 P.2d 870 (1978).

Sec. 39,25.120. Partially exemptservice, (a) Positions in the par-
tially exempt service are included in the position classification plan
established under this chapter and are compensated according to the

pay plan (AS 39.27.011).

Ibi A person holding a position in the partially exempt service is not
required to take an examination or qualify orearn a place on a register,



AS44 .83.030 DOCUMENT= 1 OF 1 PAGE = 1 OF 2

CHAPTER = 44.83
SECTION = 44.83.030
TITLE = 44

HEADINGS TITLE 44.
State Government.
CHAPTER 83.
Alaska Power Authority.
ARTICLE 1.
Creation and Organization.
CITATION Sec. 44.83.030.
CATCH LINE
MEMBERSHIP OF THE AUTHORITY.
TEXT The authority shall consist of the following directors:

(1) three public directors to be appointed by the
governor and confirmed by the legislature; only one director
may be appointed from each judicial district described in AS
22.10.010;

(@ the director of the office of management and
budget, or the director®s designee within that office, and
three commissioners of principal executive departments
appointed by the governor.

HISTORY (Sec. 1 ch 278 SLA 1976; am sec. 2 ch 156 SLA 1978; am sec. 2 ch
118 SLA 1981; am sec. 25 ch 63 SLA 1983)

RO601 * END OF DOCUMENTS IN LIST - ENTER RETURN OR ANOTHER COMMAND.



A
(Alaska Ji>iate jfogtslaiure
Senate
Committee on Ca&or & Commerce Pouch v
Official Business JuneirteA::aii:OSl)%ll

HISTORICAL REVIEW OF THE COMPOSITION OF THE APA BOARD:

1976: 4 public members, appointed by the Governor, and
the Commissioner of DCED;

1978: 4 directors, appointed by the Governor, and the
Commissioner of DCED. Commissioners of C&RA, DNR,
DOT, and Revenue have the rights and privileges,
but not voting.

1979: same
1980: same
1981: same

1982: 3 public members from different judicial
districts; director of management and Budget, and
3 commissioners.

1983: same

1984: 7 directors, with 6 of those members appointed by
the Governor. Of the 7, 3 must be public members,
3 must be commissioners, and the director of OMB.

1985: same

Adivisory Committee on Statewide Power Production
Recommendation: Change the current composition of the
APA Board to give it long term stability, free from
political pressure.

9 member Board, with 6 year staggered terms, composed as
follows:

1) One Commissioner (DCED)

2) four members from the utility i1ndustry
3 Two members from business and i1ndustry
4) one banker



BOARD: .POWER:'AUTHORITY, ALASKA

TITLE: Alaska Pov;er Authority

DEPT: Department of Commerce and Economic Development

AUTHORITY: AS 44.83.010

STATUS: ACTIVE

REQUIREMENTS: FINANCIAL DISCLOSURE

PROHIBITIONS:

TERM: 4-year - overlapping

DESCRIPTION: 7 directors - 6 appointed by Governor: 3 public from
different judicial districts (for terms), and 3 Commissioners, plus Direc-

tor, Div. of Budget and Management; Board elects Chair.

SPECIAL FACTS: Quorum - 4 members; public corporation with iIndependent

legal existence; receives grants

FUNCTION: Promote general prosperity and economic welfare of Alaskans by
providing a means of constructing, acquiring, financing, and operating
cower projects and facilities that recover and use waste energy.
COMPENSATION: Standard travel/per diem

MEETINGS: 12 times per year; 48 days maximum

*FOP. FURTHER INFORMATION CONTACT: Executive Director, Alaska Power Author-
ity, 334 West Fifth Avenue, Second Floor, Anchorage, AK 99501 - 276-0001

-84



Vv
Power Authority-

MVEVBER

APPT

David L. Allison
217 Second Street
Juneau 95801

Public/Restricted

Robert L. Hufman
1018 Galena Street
Fairbanks 99701
Public/Restricted

Richard J. Knapp
DCT/PF - Pouch Z
Juneau 99811

Comm./State Dept.

Loren Lounsbery
DCED

Juneau 99811
Comm./State Dept.

Gordon Harrison
QVE

Juneau 99811
OM3-Dir/Mandate

Lee R. Nunn, Jr.
5311 Habicht Court
Anchorage 99504
Public/Restricted

Esther Wunnicke
ONP

Juneau 99811
Comm./State Dept.

83/07/06

83/02/28

84/06/30

85/01/03

84/11/13

83/06/07

83/01/18

REAPPT

84/07/02

83/06/30

TERM

88/07/01

87/07/01

85/07/01



BOARD: POWER AUTHORITY, ALASKA

TITLE: Alaska Power Authority

DEPT: DCED

AUTHORITY: AS 44.33.010

STATUS: ACTIVE

l.-KyUIREMENTS: FINANCIAL DISCLOSURE

i-KHIIIBITIONS:

4-year - overlapping

:rvRIPTION: 7 directors - 6 appointed by Governor: 3 public from

eiff*-ront judicial districts (for terms) , and 3 Commissioners, plus

or, Div. of Budget & Management; Board elects Chair.

'tweai . FACTS: Quorum - 4 members; public corporation with independent

existence; receives grants
T;i"M; Promote general prosperity and economic welfare of Alaskans by
w«Hi. i a means of constructing, acquiring, financing and operating power

and facilities that recover and use waste energy.

«xt ION. standard travel/per diem

" 14 times per year; 48 days maximum

““Wur Authority, Larry Crawford, E.D., 334 West Fifth Avenue,
1 «€ Anchorage 99501 - 277-7641



Power Authority

MEMBER

David L. Allison
217 Second Street
Juneau 99801
Pub/Restricted

Robert Heath
Revenue
Juneau 99811
Conun./ST Dept.

Robert L. Huffman
1018 Galena Street
Fairbanks 99701
Pub/Restricted

Richard Lyon
Commerce
Juneau 99811

Comm./ST Dept. - Chair

Pete McDowell
OoMB

Juneau 99811
OMB-Dir/Mandate

Lee R. Nunn, Jr.
6311 Habicht Court
Anchorage 99504
Pub/Restricted

Esther Wunnicke
DNR

Juneau 99811
Comm./ST Dept.

APPT

83/07/06

83711723

*83/02

83701718

83701718

83706707

83701718

-98-

REAPPT

83/06/30

5/\

TERM

84/07/01

87/07/01

85/07/01



POWER_AUTHORITY, ALAS

J—

MEMBERS REPLACING

Mr. Charles Conwa}/

821 N Street, Suite 201
Anchorage, Alaska 99501
Chair)

Mr. Robert B. Weeden Reappointed

Box 80425
Fairbanks, Alaska 99701
479-6664

Mr. John Schaeffer
Box 106
Kotzehue, Alaska 99752

Ron Lehr, Director

Division of Budget & Management
Pouch AM

Juneau, Alaska 99811

The Honorable Robert Ward
Commissioner _
Degt of Transportation

bublic Facilities
Pouch

Z
Juneau, Alaska 99811

The Honorable Chuck Webber

Commissioner .
Dept, of Commerce & Economic
Development

Pouch D

Juneau, Alaska 99811

The Honorable Ernst Mueller
Commissioner .
Dept, of Environmental Conservation
Pouch 0

Juneau, Alaska 99811

JONTACT AGENCY: _

iric Yould, Executive Director
133 W Fourth Street
\nchorage, AK 99501

217-7641)

D /A (G-11)

104

Reappointed

APPT.

81/08/17

81/08/17

§1/09/01

SLA 278 AS 44.83.010) 3 pubLic members from different judicial districts; director
of Budget & Management; 3 commissioners. Requires financial disclosure.

TERM
84/07/01

83/07/01

85/07/01



POWER AUTHORITY, ALASKA

(SLA 278; AS 44.83.010) 3 public members from different judicial districts;

of Budget & Management; 3 commissioners. Requires financial
MEMBERS REPLACING
Mr. Charles Conway Reappointed

821 N Street, Suite 201
Anchorage, Alaska 99501

(Chair)

Mr. Robert B. Weeden Reappointed
Box 80425

Fairbanks, Alaska 99701

479-6664

Mr. John Schaeffer
Box 106
Kotzebue, Alaska 99752

Ron Lehr, Director

Division of Budget < Management
Pouch AM

Juneau, Alaska 93811

Commissioner Robert Ward
Dept, of Transportation
& Public Facilities

Pouch Zz
Juneau, Alaska 99811

Commissioner Chuck Webber
Dept, of Commerce & Economic
Development

Pouch D

Juneau, Alaska 99811

Commissioner Ernst Mueller

Dept, of Environmental Conservation
Pouch 0O

Juneau, Alaska 99811

CONTACT AGENCY;

Eric Yould, Executive Director
333 W. Fourth Street
Anchorage, AK 99501

(277-7641)

disclosure.

APPT.

81/08/17

81/08/17

81/09/01

director

TERM

84/07/01

83707/01

85/07/01



POWER AUTHORITY, ALASKA , , S
FSLA 218: AS 44.83.010) 4 public members: financial disclosure:

our- year terms.

MEMBERS

Thomas E
225 Cor

. Kell
dova

Suite 307
Anchorage, Alaska 99501

Mr. Chuck Conway
Box 520
Sitka, Alaska
Robert B. Weeden
Box 80425
Fairbanks, Alaska 99701
Mr. Arnold G Espe
2.204 Arcadia Drive
Anchorage, Alaska 99503

CONTACT AGENCY:

Eric Yould, Executive Director

E?luilding B

99835

333 W. Fourth Street
Anchorage, 99501
(277-7641)

ID /Il (G-12)

REPLACING
Charles Bellike

Reappointed

Jacob Wick

Bob Ward

108

APPT.
80/06/23

80/12/15

80/06/23

79/02/14

TERM
“83767/01

85/01/01

84/01/01

§2/01/01



(SLA 278; AS 44.56.010-240) 4 public members;

members are subject to

slegislative confirmation and financial disclosure; four-year terms.

MEMBERS

Mr. Charles Behlke

P. 0. Box 80257
Fairbanks, Alaska 99758
Mr. Chuck Conway

Box 520

Sitka, Alaska 99835
Mr. Jacob Wick

Box 746

Kodiak, Alaska 99615
Mr. Arnold G. Espe

2204 Arcadia Drive
Anchorage, Alaska 99503

CONTACT AGENCY:

Commerce & Economic Development
165-2500) |
‘Confirmation is required by statute but is not allowed

constitution.
ID /180

REPLACING
Frank Murkowski

Bob Ward

-102-

APPT.
719/02/14

16/12/21

17/03/25

719/02/14

under the

TERM

83/01/01

8§1/01/01

80/01/01

§2/01/01



ALASKA POWER AUTHORITY' _ ,
LA 278: AS 44.56.010-240) 4 public members; members are subject to

S
Alegislative confi rmation and financial disclosure.

MEMBERS replacing appt. TERM
Mr. Charles Behlke Frank Murkowski 79/02/14 83/01/01
.0, Box 80257

Fairbanks, Alaska 99758

MOrX uck Conway 16/12/21 81/01/01
Sitka, Alaska 99835

Mr. Wick 17103/25

ng.%%ob IC 80/01/01
Kodiak, Alaska 99615

Mr. Arnold . G. _Espe Bob Ward 79/02/14 82/01/01

2204 Arcadia Drl\l?e
Anchorage, Alaska 99503

CONTACT AGENCY:

ommerce & Economic Development

1652500 |

‘(’:‘ tff Wﬁtolﬁn IS required by statute but is not allowed under the

O
—
=
[='S)
ft

-9R-



£
(SLA 278; AS 44.56.010-240; 4 pubic members; members are subject

legislative confirmation andffinancial disclosure)



Official Business

Alaska Jltate "Lggtslahfre

Senate

Committee on CaSor & Commerce Pouch V

State Capitol
Juneau, Alaska 99811

SB 292 Sectional Analysis

Section 1)

Section 2)

Section 3)

Section 4)

Section 5)

Section 6)

Section 7)

Section 8)

Adds the APA to the list of Boards, Commissions,
and authorities whose officers and employees are
in the exempt service.

Changes the composition of the APA Board to seven
members as follows:

Commissioner of DCED

one director from the banking iIndustry
one consumer representative

two directors from business and industry

two directors who are managers in the utility
industry;

Directors appointed by the Governor shall serve
staggered 6 year terms, and are subject to
confirmation by the Legislature.

Adds new language so that the board advises the
executive director, rather than the powers of
authority being held directly by the board.

Directors appointed by the Governor must be state
residents and comply with conflict of iInterest
provisions.

Adds language so that the powers of the authority
are vested In the executive director. Adds staff
of the APA to the exempt service category.

Amends language to be consistent with sections 3
and 5.

Current/members will serve out their terms.

Immediate effective date.



HEN U\ncl WIS, UKAtI WORK DRAFT

Original sponsor; Rules/Governor

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 292 (L&O)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: ™"An Act relating to the Alaska Fower Authority; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.25.110(11) is amended to read:
(@ND) the officers and employees of the following boards,
commissions, and authorities:
(®) Alaska Gas Pipeline Financing Authority;
(B) Alaska Permanent Fund Corporation;
(©) Alaska Energy Center;
(®) Alaska Industrial Development Authority;
() Alaska Commercial Fisheries Entry Commission;
(™ Alaska Commission on Postsecondary Education;
(G Alaska Power Authority;
* Sec. 2. AS 44.83.030 is repealed and reenacted to read:

Sec. 44.83.030. MEMBERSHIP OF THE AUTHORITY. The board of
directors of the authority consists of seven members. The commis-
sioner of commerce and economic development serves as a director and
the governor shall appoint one director from the banking industry, one
consumer representative, two directors from business and industry, and
two directors who are managers in the utility industry. Directors
appointed by the governor serve for staggered terms of six years and
are subject to confirmation by a majority of the members of the legis-
lature in joint session.

* Sec. 3. AS 44.83.040(a) is amended to read:
-1- CSSB 292(L&C)
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(@ The directors shall elect one of their number as chairman
and may elect other officers they determine desirable. The board
shall advise the executive director on the management of the auth-
ority. Four [THE POWERS OF THE AUTHORITY ARE VESTED IN THE DIRECTORS,
AND FOUR] directors of the authority constitute a quorum. Action may
be taken and motions and resolutions adopted by the authority at a
meeting by the affirmative vote of a majority of the directors. The
directors of the authority serve without compensation, but they shall
receive the same travel pay and per diem as provided by law for board
members.

Sec. 4. AS 4A_83.0A5(a) is amended to read:

@ The [PUBLIC] directors appointed by the governor
[SHALL] be residents and qualified voters of Alaska and shall comply
with the requirements of AS 39.50 (conflict of interests). [THE
PUBLIC DIRECTORS SHALL SERVE OVERLAPPING FOUR-YEAR TERMS.]

Sec. 5. AS AA.83.045(c) is amended to read:

(© The authority shall employ an executive director who may [,
WITH THE APPROVAL OF THE AUTHORITY,] employ additional staff as neces-
sary. The powers of the authority are vested in the executive direc-
tor. In addition to its staff of regular employees, the authority may
contract for and engage the services of legal and bond counsel, con-
sultants, experts, and financial and technical advisors the authority
considers necessary for the purpose of conducting studies, investiga-
tions, hearings, or other proceedings. The board of directors shall
establish the compensation of the executive director. The executive
director and staff of the authority are in the exempt service under
AS 39.25.110 [IS SUBJECT TO THE PROVISIONS OF AS 39.25.010 - 39.25.-

220].

* Sec. 6. AS 44.83.110(F) is amended to read:

CSSB 292(L&C) —2-

must



() The executive director [CHAIRMAN] of the authority shall
annually, no later than January 2, make and deliver to the governor
and the legislature a certificate stating the sum, if any, required to
restore any capital reserve fund to the capital reserve fund require-
ment. The Ilegislature may appropriate the [SUCH A] sum, and the au-
thority shall deposit the [ALL] sums appropriated during the then
curie.-jt Ffiscal year by the legislature for the [SUCH] restoration
[SHALL BE DEPOSITED BY THE AUTHORITY] in the proper capital reserve
fund. Nothing 1in this section creates a debt or liability of the
state.

* Sec. 7. Notwithstanding the amendments to AS 44.83.030 made by sec. 2
of this Act, the public directors of the authority on the day before the
effective date of this Act shall continue to serve until their terms ex-
pire. On the effective date of this Act, the governor shall replace the
director of the office of management and budget and the three commissioners
in accordance with AS 44.83.030 as amended by this Act.

* Sec. 8. This Act takes effect immediately in accordance with AS 01.-

10.070(c).-

-3- CSSB 292 (L&C)
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Introduced: 4/19/85
Referred: Labor and Commerce
and State Affairs

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 292
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act placing the employees of the Alaska Power
Authority in the exempt service under the State
Personnel Act; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.25.110(11) is amended to read:
(11) the officers and employees of the following boards,
commissions, and authorities:
(D) Alaska Gas Pipeline Financing Authority;
3B Alaska Permanent Fund Corporation;
© Alaska Energy Center;
D) Alaska Industrial Development Authority;
(B Alaska Commercial Fisheries Entry Commission;
(@) Alaska Commission on Postsecondary Education;
©) Alaska Power Authority;
* Sec. 2. AS 44.83.045(c) is amended to read:

(c) The authority shall employ an executive director who may,
with the approval of the authority, employ additional staff as neces-
sary. In addition to its staff of regular employees, the authority
may contract for and engage the services of legal and bond counsel,
consultants, experts, and financial and technical advisors the author-
ity considers necessary for the purpose of conducting studies, inves-
tigations, hearings, or other proceedings. The board of directors
shall establish the compensation of the executive director. The

executive director and staff of the authority are 1iIn the exempt



N

IN

service under AS 39.25.110 [IS SUBJECT TO THE PROVISIONS OF AS 39.25

010 -- 39.25.220].

* Sec. 3. This Act takes effect immediately in accordance with AS 01

10.070(c).-
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CHAIRMAN®S INFORMATION: CSSB 292 (L&C)

1) BILL TITLE: "An act relating to the Alaska Power
Authority; and providing for an effective
date."

a) Introduced: Governor (subcommittee rolled in

contents of SB 265 changing the
composition of the APA Board)

b) Co-sponsors:

2) INTENT: This measure clarifies that employees of APA are
in the exempt service, and restructures the
composition of the Power Authority Board.

Powers of the authority would be vested in the
executive director, and the board shall advise

the executive director on the management of the
authority.

FISCAL NOTE: O

N.B. NO EFFECTIVE DATE CLAUSE
3) ADDITIONAL REFERRALS: State Affairs, Rules

4) PUBLIC HEARINGS:
a) Sponsor:
b) Public Witnesses:
5) BILL ACTION:
a) Hold in committee?
b) Assign to sub committee for further review?
c) Move from committee?
d) Close public hearings?

6) COMMITTEE ACTION?

a) amendments?
b) CO adoption? Need to adopt the L&C CS



RECORDS
CERTIFICATION

b, 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 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.

\]iiS M.SA - —
[ Signature of Camera Operator Date






STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date: -------------
REQUEST FISCAL DETAIL _
Bill/Resolution No.: SB 295 Aomrv a e Commerce & Econ. Dev.
Title : Treatment ot a mental .
or nervous condition in certain Consumer Protection
policies
Sponsor: f~aiks
Requestor:
Date of Request:

‘

Components: Insurance

EXPENDITURES/REVENUES : (Thousands of Dollars!

OPERATING FY 86 FY 87 FY S8 FY 9 FY 90 FY 91
PER%%NALSERVICES

RA
CONTRACTUAL
SUPPL| S

—_ —-

LRND & STRUCTURES
RANTS, CLAIS

VAL AEOLS

TOTAL OPERATING 0- - 0- 0- 0- 0-

—

CAPITAL - o o -0- o O

REVENUE -0- o

FUNDING : (Thousands of Dollars)

GENERALFUND

FEDERAL RUNDS

OTHER

TOTAL -0-

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  Attach aseparate page if necessary

Director phnn, . 465-2515

Prepared by: John George,
Datc.

Division : Insurance

Approved by Commissioner: Loren H. Lounsbury p.lte. '1/1Sj"N{e
Agency: Commerce and Economic Development 7
Distribution (by Agency preparing fiscal note):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Impacted Agency(ies)
2227WA11586b,



STATE OF ALASKA 1985 LEGISLATIVE SESSION

REQUEST <
Bi i!/Kesclution No.;
Title: Trpatm fint_nf

pr npy-wnnc
Sponsor:

Sr 7ac
a mpntal

rnnHjLttnn_in rprtain

Requestor:

Date of Request:.

EXPENDITURES/REVENUES:
ry

OPERATING
rtriaONAL StnVICcS

TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND A STRUCTURES
700 CRANTS, CLAIMS
300 MISCELLANEOUS

TOTAL OPERATING

Tuu
200
300
~00
500
500

CaPi iML |
REVENUE i

FUNDING:
jciiui\nu ruiij
FECERAL RUNDS
OHR

TOTAL

prkKTTTn\ "S>
:Unr*iire
3ART-TIME
TEMRORARY

ANALYSIS:

Prepared By:_
Division:

FISCAL NOTE.

Revision Date:

FISCAL DETAIL
agency arrecced: fnmmprrp ft Fr.on.
Program Category Affected.”

pnlirips fOnSlmec. Prol1prct.100-——-- - -
BRU, Program or SupprogramlLs) Afreciea:

Tngnranrp

Dev.

(Thousands 0" Dollars!

bb

1

1
1
I

1
1
1

John George,
Insurance

ri bo

HOH

-yun

(Thousands of Dollars)

Attach a separate page if

flotil

PP RPRRPRRRRPRR =

—o

i "TyT

— R PP

necessary

Pir&Qtor

Approved by Commissioneri/r*Loren H. U~sfrufy

Agency:

Distribution (by Agency preparing fiscal

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget
Impacted Agency(ies)

2227WA42585a

note):

PR Rk

Commerce and Economic Uevelopment

FY 8b

FY 89 FY 9uU

Phone; t 465-2515

ate: _"~bVkT..

Date: /f-f

7/1/84



STATE OF ALASKA 1986 LEGISLATIVE SESSION

FISCAL NOTE

Revision Date:

REQUEST. FISCAL DETAIL
Bil /ResolutionNo. : sr Agency Affected:
Title: An Ad. Rpouiring Insurers BRU:

to offer coverage for the

an st-atP flnpnripc
Rpfirpmpnt and Rpno-Fifc

treatment nf

Sponsor: Feiks Components:

Requestor: fnm r)

RPf-jrpompnt an(j ppnpfin-t:

Date of Request:

EXPENDITURES/REVENUES:
Fy 86

(Thousands of Dollars)

Fy 87 Fy 88 FYy 89

OPERATING
PERSONAL SERVICES
RTMNT & BNFTS
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
TRS MATCH
TOTAL OPERATING -n-

CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 1
FEDERAL FUNDS |

OTHER 1

TOTAL 1 -n-
POSITIONS: n n
FULL-TIME
PART-TIME 1
TEMPORARY |

-fi-

[ERY
[EEN

ANALYSIS: Attach a separate page if necessary

Phone
Date:

J-K-r Humphreys, Director
Retirement 4 Benefits,

Prepared By:
Division:
Approved by Commissioner: Eldcflior Andrews Date:
Agency: Department of Administration
Distribution (by Agency preparing fiscal note!:
Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget
Impacted Agency(ies)

Page 1 of 2

e

FY 90

2

e e N Y

e
[EEN

- - —

465-4470

22UM

Rev. 11/15/85



Analysis:

Page 2 of 2
Senate Bill 295
Fiscal Note Analysis

Prepared by Division of Retirement & Benefits

Department of Administration
February 21, 1986

Passage of this bill would require insurers to offer an
option to receive certain minimum coverage for
treatment of a mental or nervous condition.

It is our understanding that an employer, as policy
holder of a group plan, could elect this option for
covered employees. Employees in a group plan could not
make this election on an individual basis.

The State of Alaska now provides mental health coverage
for all eligible employees. The level of this coverage

is somewhat less than that provided for in the bill in
an effort of cost containment in the Plan. Health
insurance benefits are determined at the bargaining
table. This bill would not affect our present level of

coverage or cost.

Should the higher level of coverage described in the
bill be incorporated into the state's health plans, FY
87 costs to the state are estimated to increase by
$1,522,024.

This cost is calculated as follows:

The increase of $2.65 per month health
cost times the number of state employees
(13,200) times 12 months equals $419,760

The change in the PERS employer

contribution rate (.12%) times the

estimated FY 87 state PERS salaries

($590,176,728) equals $708,212

The change in the TRS employer

contribution rate (.075%) times the

estimated FY 87 state TRS salaries

($68,569,578) equals $ 51,427

The changes in the TRS ?tate match
contribution rate (.075%) times the
estimated FY 87 TRS system salaries
($456,833,417) equals $342.625
Total $1,5202*
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Introduced: 4/22/85
Referred: Labor & Commerce and
Health, Education & Social Services

IN THE SENATE BY FAIKS
SENATE BILL NO. 295
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act requiring insurers to offer coverage for the
treatment of a mental or nervous condition in certain
health insurance policies.”
BE IT ENACTED BYTHE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. ..0 21.42 is amended by adding a new section to read:

Sec. 21.42.365. COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS
CONDITION. (@) An insurer that issues for delivery, delivers, or
renews a health 1insurance policyin the state after the effective date
of this section shall offer the insured an option to receivethe
following minimum coverage for treatment of a mental or nervous condi-
tion of theinsured or other person who would otherwise be covered by
the insured"s health insurance policy:

(D45 days a year of inpatient treatment for each covered
individual;

(2 30 visits a year of outpatient treatment for each
covered individual.

(b) The health insurance policy may impose reasonable contract
limitations, but may not require that the insured pay a higher deduct-
ible or co-payment for a cost for treatment of a mental or nervous
condition than for a cost for treatment of another condition or
illness.

(c) In this section

(€D) ""co-payment"™ means the portion of the cost to be paid

by the insured;

-1- SB 295
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(2) "cost" means the lesser of the following:

(A) the actual charge for the treatment received for a
mental or nervous condition; or

(B) the usual, customary and reasonable charge for the
treatment in the judicial district of this state where the treat-
ment was rendered;

(3 "health insurance policy" means a hospital or medical
expense policy, or a nonprofit health care corporation plan;

(4 "inpatient treatment" means continuous treatment of
more than 12 hours in a 24-hour period in the psychiatric unit of a
general hospital licensed under AS 18.20, in a psychiatric hospital
that is licensed under AS 18.20, or in a hospital in the state that is
specifically exempt under AS 18.20.020 from the licensing requirements
of the state;

(5) "mental or nervous condition™ means an iImpairment of
psychobiological processes that is severe enough to cause social,
psychological, or biological malfunctioning; "mental or nervous condi-
tion” includes a substantial disorder of thought, mood, perception,
orientation, or memory that significantly impairs judgment, behavior,
capacity to :scognize, or ability to cope with the ordinary demands of
life; mental retardation, epilepsy, drug addiction, and alcoholism do
not constitute a mental or nervous condition although a person who
suffers from one or more of these conditions may also be suffering
from a mental or nervous condition;

(6) Toutpatient treatment™ means treatment that is not
inpatient treatment and that is provided under the supervision of

(A) a psychiatrist who is licensed as a physician 1in
the stateand certified in psychiatry by the American Board of

Psychiatry and Neurology;

SB 295 9
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(B) a physician who is employed by the federal govern-
ment in this state and certified in psychiatry by the American
Board of Psychiatry and Neurology; or

(©) a psychologist or psychological associate licensed

under AS 08.86.

* Sec. 2. AS 21.87.340 1is amended to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the
provisions contained or referred to previously in this chapter, the
following chapters and provisions of this title also apply witn
respect to service coroorations to the extent applicable and not in
conflict with the exp: ;s provisions of this chapter and the reason-
able implications of the express provisions, and for the purposes of
the application the corporations shall be considered to be mutual
"insurers':

(1) AS 21.03

(2 AS 21.06

() AS 21.09, except AS 21.09.090
(4) AS 21.18.010

() AS 21.18.030

(6) AS 21.18.040

(7 AS 21.18.120

() AS 21.21.321

© AS 21.36

(10) AS 21.69.400

(11) AS 21.69.520

(12) AS 21.69.600, 21.69.620, and 21.69.630
(13) As 21.78

(14) AS 21.90

(15) AS 21.42.345 - 21.42.365 fTAND 21.42.355)

-3- SB 295
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(16) AS 21.89.040

(17) AS 21.89.060.



Blue Cross

cl Washington ano Alaska

3111 C Street. Suite 1U0
RO. Box 10-2480
Anchoraae. Alaska 99510-2400

(907) 561-5065

January 22, 1986

The Honorable Jan Faiks

The Alaska State Legislature
P.O. Box V (MS 3100)

Juneau, AK 99811

Dear Senator Faiks:

During the 1985 session of the legislature, you introduced
Senate Bill 295, ™"an act requiring insurers to offer coverage
for the treatment of a nervous and mental condition iIn certain

health iInsurance policies."

Through the courtesy of your staff, | was asked to review the
text of the bill, to point out areas which might be a problem to
us, and to provide some general cost figures should such a
benefit be elected by a group purchasing coverage for a nervous
and mental condition from Blue Cross of Washington and Alaska.
As 1 Informed your staff, our Plan suggested four wording changes
in the text of the bill. The first change appears on page 1,
lines 15 and 16, "... condition of the iInsured or other person
who would otherwise be covered by "™ We suggest the word
"eligible” be inserted between the words "other™ and '‘person
and that the phrase "who would otherwise be" be deleted. This
addition and deletion would make the statement clearer as to who

may be covered by the benefit.

The second change appears on page 2, lines 4-6. The bill reads
"the usual, customary and reasonable charge for the treatment 1in
tne judicial district of the state where the treatment was
rendered.” This statement could put this section in conflict
with the proposed usual, customary and reasonable part of the
rules on unfair claims that are expected to be adopted by the
Division of Insurance in late January or early February 1986.
We suggest the deletion of the last 12 words of lines 4-6. It
iIs I1mportant to Blue Cross of Washington and Alaska and other
carriers to have uniform rules governing the administration of
usual, customary and reasonable charges in order to avoid
i?gﬁeased costs and confusion for the provider and patient
alike.

BACK UP INFORMATION



The Honorable Jan Faiks
January 22, 1986
Page 2

Our third suggested change occurs where the word "certified"”
appears on both page 2, line 28 and oage 3, line 2. We suggest
the phrase '"or eligible for certification” be added after the
word "‘certified.” This additional phrase may make it easier for
a patient to access professional care. The eligible for
certification language will access care from a physician who has
completed their residency requirements in psychiatry but may be
waiting for the results of the examinations.

The fourth wording change suggested by our Plan is found on

page 3, lines 4 and 5, "a psychologist or psychological associate
licensed under AS 08.86."" | am suggesting the deletion of all
words after 'psychologist” on line 4. The scope of practice of
the psychological associate (AS 08.64.164 (@) () (c)and(d)) will
prevent their providing services or supervision in situations
unspecified by their license, registered with their board, or not
approved by a supervising psychologist. It 1s Important to the
Plan that services for nervous and mental conditions be of high
quality and provided iIn such a manner as to reduce excessive

utilization.

Blue Cross of Washington and Alaska®s Actuarial Department has
made some general estimates regarding costs of providing this
nervous and mental condition benefit to groups. These estimates
are made without the knowledge of the mix of potential patients,
locations of groups, or other medical or demographic informa-
tion. More exact figures would be available i1f specific infor-
mation were available. Using the following characteristics,
Blue Cross of Washington and Alaska developed some very broad
information on expected costs for this coverage.

Community size 11 to 24 persons
Deductable $100.00
Co-insurance 20 percent
Limits of Employee Employee Employee Employee
Coverage Only Spouse Spouse Children
Children

45 days i1npatient
hospitalization $0.65 $ 1.79 $ 1.30 $1.17

50 hours per year
outpatient care 4.55 12.51 9.10 8.19
$5.20 $14.30 $10.40 $9.36



The Honorable Jan Faiks
January 22, 1986
Page 3

The offering of benefits for specific situations, illnesses or
conditions i1s an equitable method of providing coverage to
groups and their members. The choice remains with the group
where i1t may have been negotiated or otherwise determined by the
group and its members. In this manner, the health benefit
dollar can be utilized to provide the most appropriate benefits
for that group. Requirements to provide coverage neglect con-
sideration of the location of the group, the availability of
competent providers, the needs of the employees and even the
availability of funds to provide basic coverage.

I hope this letter will provide you with positive information
for your consideration. ITf 1 can be of further assistance,

please do not hesitate to contact me at the Anchorage District
Office, 563-2728, or my Juneau home, 586-3141.

It will be a pleasure to work with you on the legislation.

Sincerely,

Martin E. Tirador, Senior Representative
Corporate Relations
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SB 295 "An Act requiring insurers to offer coverage for the treatment of a
mental or nervous condition in certain health insurance policies."

The department does not favor the mandate of any kind of health insurance in a
policy voluntarily purchased. The department has in the past supported
legislation addressing provider discrimination or recipient discrimination.
This proposal does not address adiscrimination issue. It mandates specific
levels of coverage for treatment of a nervous or mental condition.

While the bill does not directly impact the programs of the Divisionof
Insurance, it does impact market availability of health insurance inthis
State. The areas of concern with this legislation include:

1. This bill conflicts with the ERISA preemption and the NLRA provisions
relating to plans which are established pursuant to a collective
bargaining agreement.

2. This bill will tend to force the small to medium sized insurer from the
marketplace for lack of underwriting expertise relating to the mandated
coverage or ability to write It economically.

3. A demand for the coverage has not become evident. If a coverage is
economic and there is sufficient demand for it, competition will assure
that coverage is available;

4. The bill does not apply to self-insurers and, since it does not, may lead
to the self-insuring of risks that should not be self-insured.

5. The cost of the mandated coverage can be of such consequence as to
discourage purchase at all or to force exclusion of more popular coverages
such as vision care and dental care. To the degree that available dollars
for health care are fixed, this bill has the effect of decreasing health
care dollars for things now covered.

6. The Federal Government is currently considering a tax on the cost of
benefits above a certain amount. It would be unfair to force a person

into a position where coverages ne or she dos not want or does not need
cause taxation for coverages that are wanted and needed.

Loren H. Lounsbury, Commissioner

Date:

2227WB11586b

Position Paper
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BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 295 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act requiring insurers to offer coverage for the
treatment of a mental or nervous condition iIn certain
health insurance policies."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.42 is amended by adding anew section to read:

Sec. 21.42_.365. COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS
CONDITION. (@ An insurer thatissues for delivery, delivers, or
renews a health i1nsurance policy in the state after the effective date
of this section shall offer the insZEEd ggz option t;v'receive the
following minimum coverage for treatment of a mental or nervous condi-
tion of the insured or other eligible person who would otherwise be
covered by the insured®s health insurancepolicy:

(1) 45 days a year of iInpatient treatment for each covered
individual;

() 30 [visits3 a year of outpatient treatment for each
covered individual.

() The health insurance policy may impose reasonable contract
limitations, but may not require that the insured pay a higher deduct-
ible or co-payment for a cost for treatment of a mental or nervous
condition than for a cost for treatment of another condition or
illness.

(© In this section

(1O co-payment'™ means the portion of the cost to be paid

by the iInsured;
CSSB 295 (L & O
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(@ ‘'cost" means the lesser of the following:
(A) the actaal charge for the treatment received for a
mental or nervous condition; or
(B) the usual, customary and reasonable charge for the
treatment; //N 7%c Juc i/l c(V-sixjc!'
(3 "health 1insurance policy" means a hospital or medical
expense policy, or a nonprofit health care corporation plan;
v f @"inpatient treatment” means continuous treatment of
m(}re than12 hours iIn a 24-hour period iIn the psychiatric unitof a
\j rif general hospital licensed under AS 18.20, 1In a psychiatric hospital
that i1s licensed under AS 18.20, or in a hospital in the state that is
specifically exempt under AS 18.20.020 from the licensing requirements
of the state;

(B) "mental or nervous condition”™ means an Impairment of
psychobiological processes that 1i1s severe enough to cause social,
psychological, or biological malfunctioning; "mental or nervous condi-
tion"” includes a substantial disorder of thought, mood, perception,
orientation, or memory that significantly 1impairs judgment, behavior,
capacity to recognize, or ability to cope with the ordinary demands of
life; mental retardation, epilepsy, drug addiction, and alcoholism do

N'Nnot constitute a mental or nervous condition although a person who
U "suffers from one or more of these conditions may also be suffering
u 2 from a mental or nervous condition;
V"yf ®) "outpatient treatment” means treatment that 1iIs not
inpatient treatment and that is provided under the supervision of
i (A) a psychiatrist who is licensed as a physician 1in
VY V*he state and certified, or eligible for certification, iIn psvch-
/N / idtry by the American Board of Psychiatry and Neurology;
J ®) a physician who 1i1s employed by the federal

CSSB 295 (L&C) -2-
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this state and certified 1In psychiatry by the

American Board of Psychiatry and Neurology; or

* Sec. 2. AS 21.87.340
Sec. 21.87.340.

©

-r
Ole. psycholo g cAU frzSOGJAT"

a psychologist licensed under AS 08.86.

is amended to read:

OTHER PROVISIONS APPLICABLE. In addition to the

provisions contained or referred to previously iIn this chapter, the

following chapters and provisions of this title also apply with

respect to service corporations to the extent applicable and not in

conflict with the express provisions of this chapter and the reason-

able implications of the express provisions, and for the purposes of

the application the corporations shal be considered to be mutual

"insurers':
D
@
©)
@
®
©®
Q)
®
®

10
an
€7)
3
as
as
€0))
an

AS
AS
AS
AS
AS
AS
AS
AS
AS
AS
AS
AS
AS
AS
AS
AS
AS

21 .03
21 .06

21.09, except AS 21.09.090

21.18.010
21 .18.030
21 .18.040
21.18.120
21.21.321
21 .36

21 .69.400
21 .69.520
21.69.600,
21 .78

21 .90

L]-

21.69.620, and 21.69.630

21.42.345 - 21.42.365 [AND 21.42_355]

21.89.040
21.89.060.

-3- CSSB 295 (L&C)
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Original sponsor: Faiks

BY THE LABOR AND
IN THE SENATE COICIiERCE COMMITTEE

CS FOR SENATE BILL NO. 295 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act requiring insurers to offer certain coverage
for the treatment of a mental or nervous condition ir.
certain health insurance policies."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.42 is amended by adding a new section to read:

Sec. 21.42_.365. COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS
CONDITION. (@ An insurer that issues for delivery, delivers, or
renews a health insurance policy in the state after January 1, 1987,
shall offer the insured an option to receive the following minimur
coverage for treatment of a mental or nervous condition of the insured
or other person who would otherwise be covered by the insured®s health
insurance policy:

(O 45 days 3 year of iInpatient treatment for each covered
individual;

(2 a total of 50 hours a year of outpatient treatment fcr
each covered individual, accumulated in any increments of time.

() The health insurance policy may impose reasonable contract
limitations, but may not require that the iInsured pay a higher deduct-
ible or co-payment for a cost for treatment of a mental or nervous
condition than for a cost for treatment of another condition or ill-
ness .

(© In this section

(€)) "'co-payment” means the portion of the cost to be paid

by the insured;
CSSB 295 (L & O 4/15/86
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(@ ‘cost" means the lesser of the following:
(Ad) the actual charge for the treatment received for a
mental or nervous condition; or
(B) the usual, customary and reasonable charge for the
treatment;
@) "health insurance policy” means a hospital or medical
expense policy, or a nonprofit health care corporation plan;
(@ Tinpatient treatment” means continuous treatment during
a 24-hour period in the psychiatric unit of a general hospital li-
censed under AS 18.20, a psychiatric hospital that is licensed under
AS 18.20, or a hospital in the state that is specifically exempt under
AS 18.20.020 from the licensing requirements of the state;
(B) "mental or nervous condition” means a mental disorder
identified in
(A the Diagnostic and Statistical Manual of Mental
Disorders (Third Edition) published by the American Psychiatric
Association; or
®) the 1CD-9-CM (First Edition) published by the
Commission on Professional and Hospital Activities;
®) "outpatient treatment'" means treatment that is r.ot
inpatient treatment and that is provided by one or more of the Tollow-
ing, orby a person who is under the direct supervision of a.e or more
of the following, has a master®"s or doctorate degree in psychology,
nursing, or social work, and 1is employed by the same health care
facility as the person or persons providing the direct supervision,
(A a psychiatrist who is licensed as a physician in
the state and certified, or eligible for certification, in psych-
iatry by the American Board of Psychiatry and Neurology;
® a physician who 1is employed by the Tfederal

CSSB 295(L&C) —2-
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government in the state and certified or eligible for certi-
fication in psychiatry by the American Board of Psychiatry and
Neurology; or
(© a psychologist licensed under AS 08.86.
* Sec. 2. AS 21.36.090(d) is amended to read:
@ Except to the extent necessary to comply with AS 21.42_2f5,
a [Al person may not practice or permit unfair discrimination against
a person who provides a service covered under a group disability
policy that extends coverage on an expense incurred basis, or under a
group service or indemnity type contract issued by a nonprofit corpo-
ration, if the service is within the scope of the provider®s occupa-
tional license. In this subsection, "provider™ means a state licensed 1
physician, dentist, osteopath, optometrist, chiropractor, or nurse ;
midwife.
* Sec. 3. AS 21.87.340 is amended to read: I
Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the ;

provisions contained o. referred to previously iIn this chapter, the

-t

following chapters and provisions of this title also apply with re-
spect co service corporations to the extent applicable and not in
conflict with the express provisions of this chapter and the reason-
able implications of the express provisions, and for the purposes of
the application the corporations shall be considered to be mutual
"insurers':

@ AS 21.03

@ AS 21 .06

@3 AS 21 .09,, except AS 21.09.090

(@) As 21 ,18.010

G) AS 21,18.030

®) AS 21.,18.©0°
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April 22, 1985

MEMORANDUM
TO Members of Sena “ and Commerce Committee
FROM Senator Jan Fail

SUBJECT: Background on Senate Bill 295

This bill will require iInsurers to offer their customers the
opportunity to purchase minimum mental health coverage in all
health iInsurance policies sold iIn ﬁlaska.

>
Currently, twelve states have passed similar laws which
require that policy holders be given the opportunity to
purchase mental health insurance. Fourteen other states take
a stronger position; they do not give the policy holders an
option, but rather require that minimum mental health cover-
age be included in every health insurance policy.

This bill adopts the "mandatory option"™ approach because it
allows subscribers to decide whether the benefits of mental
health coverage are worth the added premium costs, and it

preserves this option for the collective bargaining process.

Most states that require mental health coverage also define
the minimum coverage that must be offered. Senate Bill 295
requires a minimum of 45 days of i1npatient treatment and 30
visits of outpatient treatment per year.

Sponsor®s Letter (Summary)



These requirements are consistent with the requirements of
other states. For inpatient services, four states require a
minimum of 30 days, while two other states require 45 days.
For outpatient services, minimum requirements are expressed
in eilther visits (one other state calls for thirty per year)
or dollar limits (six state have minimums ranging from $500
to $1000 per year). The remaining states require only that
mental health benefits be on par with those offered for other

illnesses.

When mental health coverage is offered, usually the benefits
are much less tha those available for other treatment.
Insurers will often require that their customers pay a higher
deductible or a greater portion of the cost of mental health

services.

In a 1980 survey of health i1nsurance plans i1n Alaska, 87%
offered i1npatient coverage and 74% offered outpatient cover-
age for mental illness. If these plans follow a national
pattern which was identified in a 1983 study, only half of
our plans will offer i1npatient and less than 10% will offer
outpatient benefits that are equal to coverage that is
offered for other illnesses.

In order that mental health coverage be given parity with
other coverages, then, this bill requires that the former be
offered under the same terms as the latter.

There are several myths that have impeded the requiring of
mental health coverage iIn health insurance policies.
According to one belief, the costs of psychiatric treatment
are unpredictable and uncontrollable.

This belief stems i1n part from the common perception of
mental i1llness iIn terms of only i1ts more serious forms, like
schizophrenia. However, only 15% of personc who are treated
in private mental hospitals suffer from this acute disease.
For most forms of mental illness, only one hospital stay with
several follow-up visits are all that i1s needed for
successful treatment.

From seven to ten percent of subscribers use mental health
benefits when these are available iIn their policies. This 1is
approximately the same rate that subscribers use extra care
from other medical specialists.

There 1is no evidence that mental health benefits are abused
at a rate that differs from other health benefits. If
insurers are concerned about accountability, they can
subscribe to peer review services that will review the
validity of individual claims. These services have shown a
costs-to-savings ratio of 1:100.



It is true that mental health coverage will mean higher
premium cost to subscribers. However, this cost is ..ot
substantial. A national survey of 79 major corporate plans
revealed that the average annual premium increase for each
subscriber was $29.47.

On the other hand, psychotherapy produces savings in the form
of iIncreased employee productivity and reduced absenteeism.
The Equitable Life Assurance Society has verified that every
dollar invested in mental health treatment results iIn a three
dollar iIncrease iIn productivity.

Medical science has long recognized the correlation between
physical disease and mental health. Many dollars that are
now paid for other medical services are actually paid for the
indirect treatment of mental impairments. In addition,
studies have proven that direct treatment of mental problems
results in lower costs for other medical care.

In a 1983 study, a moderate amount of psychotherapy was shown
to significantly reduce hospital costs for persons suffering
from four different types of chronic disease. Another study
that same year showed that patients who received outpatient
psychotherapy treatment used 56% fewer medical services than
those who had not been treated.

Finally, there is a cost savings that will be enjoyed by the
State of Alaska. Nationwide, the state governments pay about
50% of the total cost of our mental health bill. When
subscribers are given access to mental health coverage on the
same basis as other medical benefits, more of this burden
will be shifted from the State to the private sector.

1



CHAIRMAN®S INFORMATION: SB 295

1 BILL TITLE: "An act requiring insurers to offer certain
coverage fTor the treatment of a mental or
nervous condition in certain health
insurance policies."”

a) Introduced: Sen Faiks
b) Co-sponsors:

2) INTENT: Measure requires 1insurers to offer an option for

minimum mental health coverage in all health

insurance policies sold in Alaska after Jan 1,
1987.

FISCAL NOTE: O
3) ADDITIONAL REFERRALS: HESS and Rules
4) PUBLIC HEARINGS:
a) Sponsor:
b) Public Witnesses:
5) BILL ACTION:
a) Hold in committee?
b) Assign to sub committee for further review?
c) Move from committee?
d) Close public hearings?
6) COMMITTEE ACTION?
a) amendments?

b) CS adoption? Need to adopt the L&C CS fTor purposes of
discussion.



SCS CSHB 305 (L&C)
Amendment #1
by~rackett

ZAW O -0 -n &

Page 4, 1line 9, add a new Sec. 8 AS 08.13.140 is
amended to read:

Section 08.13.140. Lapsed License. A lapsed license
may be reinstated if the license has not been lapsed
for a period of more than three years, or otherwise at
the discretion of the Board, and all i .newal and
delinquent fees for the period during which the license
has been lapsed are paid.

Renumber remaining sections accordingly



AMENDMENT #2
by~rSackett
ZHANL -*F"

SCS CSHB 305(L&C), relating to barbers, hairdressers, and
cosmetologists,

Page 3, line 6: following the word "instructor™ delete the
period, add a semi-colon and the word or, and
on line 7, add a new subsection to read:

(6)have completed a combination of coursework and

apprenticeship acceptable to the board. (Sec. 1 Ch 159

SLA 1980) .
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BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 295 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act requiring insurers to offer certain coverage
for the treatment of a mental or nervous condition in
certain health iInsurance policies.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.42 is amended by adding a new section to read:

Sec. 21.42.365. COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS
CONDITION. (@ An insurer that 1issues fTor delivery, delivers, or
renews a health 1insurance policy iIn the stateafter January 1, 1987,
shall offer the insured an option to receive the fTollowing minimum
coverage for treatment of a mental or nervous condition of the iInsured
or other person who would otherwise be covered by the i1nsured®"s health
insurance policy:

(O 45 days a year of inpatient treatment for each covered
individual ; -

(@ a total of 50 hours a year of outpatient treatment for
each covered individual, accumulated in any increments of time.

(b) The health insurance policy may impose reasonable contract
limitations, but may not require that the insured pay a higher deduct-
ible or co-payment for a cost for treatment of a mental or nervous
condition than for a cost for treatment of another condition or ill-
ness.

(© In this section

(@) ""co-payment™ means the portion of the cost t
by the insured;

-1- CSSB 295 (L&C)



(@ ‘cost"” means the lesser of the following:
(A) the actual charge H"j; -.he treatment received for
mental or nervous condition; or
(B) the usual, customary and reasonable charge for tx
treatment;
@A "health insurance policy"” means a hospital or medica!
expense policy, or a nonprofit health care corporation plan;
(A "inpatient treatment™ means continuous treatment during
a 24-hour period iIn the psychiatric unit of a general hospital li-
censed under AS 18.20, a psychiatric hospital that is licensed under
AS 18.20, ora hospital iIn the stc te that is specifically exemptunder
AS 18.20.020 from the licensing requirements of the state;
(B) "mental or nervous condition” means a mental disorder
identified iIn
(A) the Dia ostic and Statistical Manual of Mental
Disorders (Third Edition) published by the American Psychiatric
Association; or
®) the 1CD-9-CM (First Edition) published by the
Commission on Professional and Hospital Activities;
®) "outpatient treatment'” means treatment that 1is not
inpatient treatment and that is provided by one or more of the Tollow-
ing, orby a person who is under the direct supervision of one or more
of the following, has a master®"s or doctorate degree iIn psychology,
nursing, or social work, and is employed by the same health care
facility as the person or persons providing the direct supervision,
(A a psychiatrist who is licensed as a physician 1iIn
the state and certified, or eligible for certification, iIn psych-
1atry by the American Board of Psychiatry and Neurology;
® a physician who 1s employed by the federal

295 (L&C) —2-



government iIn the state and certified or eligible for certi-

2 fication iIn psychiatry by the American Board of Psychiatry and

3 Neurology; or

4 (© a psychologist licensed under AS 08.86.

5 * Sec. 2. AS 21.36.090(d) is amended to read:

6 @ Except to the extent necessary to comply with AS 21.42.
! a [A] person may not practice or permit unfair discrimination against

8 a person who provides a service covered under a group disability

o policy that extends coverage on an expense incurred basis, or under a
L group service or indemnity type contract issued by a nonprofit corpo-

n ration, 1If the service iIs within the scope of the provider®s occupa-

12 tional license. In this subsection, "provider'™ means a state licensed

13 physician, dentist, osteopath, optometrist, chiropractor, or nurse

u midwife.

1 * Sec. 3. AS 21.87.340 is amended to read:

16 Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition to the

ol provisions contained or referred to previously iIn this chapter, the

18 following chapters and provisions of this title also apply with re-
v spect to service corporations to the extent applicable and not 1iIn

D .conflict with the express provisions of this chapter and the reason-
4 able 1mplications of the express provisions, and for the purposes of
2 the application the corporations shall be considered to be mutual

23 ""Insurers':

2 W AS 21 .03

= @ AS 21 .06

2 @ AS 21.09, except AS 21.09.090

2 (@ AS 21.18. 010

28 () AS 21.18. 030

* 6 AS 21.18. 040
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