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State of Alaska 
1988 Legislative Session 
FISCAL NOTE 
Page 2 of 2

ANALYSIS:

Section 1: This bill increases the loan limits of the Authority from $10.0
million to $25.0 million. The funding source is bond proceeds 
derived from the sale of the Authority's general obligation 
bonds.

Section 2: Changes the method of calculating the interest on loans
purchased by the Authority that are guaranteed bv an instru­
mentality of the U.S. government. Current law provides that 
the interest rate received by the Authority will equal the 
Moody's Aa composite bond yield.

Section 3: Changes 44.88.165 to allow the Authority to provide by regula­
tion when a bank will be restricted from submitting credits to
the Authority. Currently, it provides that, when over 2% of a 
bank's loans sold to the Authority are delinquent 90 days or 
more, they cease being eligible.

Section 4: This new section authorizes the feasibility study/financial
analysis of the Eagle River ski resort proposal. AIDEA 
corporate receipts are to be used to finance 50% of the cost of 
the study.

01486D-4 
042088a
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g o 0 5 4 8 h B  ̂  

C h e n o w e t h  
4 / 1 9 / 8 8

O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

B Y  T H E  L A B O R  A N D
I N  T H E  H O U S E  C O M M E R C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 402 (L&C)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  to p r o j e c t s  o f  a n d  t h e  h a n d l i n g  of

i n s t i t u t i o n a l  loans b y  the A l a s k a  I n d u s t r i a l  D e v e l o p­

m e n t  a n d  E x p o r t  A u t h o r i t y ;  i n c r e a s i n g  the m a x i m u m  

s i z e  o f  l oans e n t e r e d  in t o  f r o m  t h e  a u t h o r i t y ' s  

e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t ;  a m e n d i n g  the m a n n e r  

o f  d e t e r m i n i n g  the i n t e r e s t  r a t e  o n  l o a n s  g u a r a n t e e d  

b y  the f e d e r a l  g o v e r n m e n t ;  p e r m i t t i n g  the a u t h o r i t y  

to d e s c r i b e  the c i r c u m s t a n c e s  u n d e r  w h i c h  it w i l l  

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

t u t i o n  b e c a u s e  of d e l i n q u e n c i e s ;  d i r e c t i n g  the a u­

t h o r i t y  to c o m p l e t e  a f e a s i b i l i t y  s t u d y  for a d e v e l­

op m e n t  p r o j e c t  r e l a t i n g  to d e v e l o p m e n t  o f  c e r t a i n  

s t a t e  p a r k  land; a n d  p r o v i d i n g  f o r  an e f f e c t i v e

d a t e ."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  THE S T A T E  OF  A L A S K A :

* S e c t i o n  1. A S  44 . 8 8 . 1 5 3 (d) is a m e n d e d  to read:

(d) A  l o a n  p u r c h a s e d  in w h o l e  or in p a r t  b y  t h e  a u t h o r i t y  w i t h  

a s s e t s  o f  the e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t  or w i t h  p r o c e e d s  of  b o n d s  

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

l o a n  t h a t  [WHICH] is f i n a n c e d  w i t h  the p r o c e e d s  o f  b o n d s  o f  t h e  a u ­

t h o r i t y  a n d  s e c u r e d  o n l y  b y  a p r o j e c t  a p p l i c a n t  or a p r o j e c t ,

(1) m a y  n o t  e x c e e d

(A) $ 2 5 , 0 0 0 , 0 0 0  [$10 , 0 0 0 , 0 0 0 ] ;  or

(B) $1 , 0 00,000 [$500,000] if the l o a n  is p u r c h a s e d
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WORK DRAFTDRAFT WORK DRAFT

u n d e r  A S  4 4 . 8 8 . 1 5 8 ;

(2) m a y  n o t  e x c e e d  the c o s t  of  the p r o j e c t  or 75 p e r c e n t  of 

the a p p r a i s e d  v a l u e  o f  t h e  p r o j e c t ,  w h i c h e v e r  is less, u n l e s s  the 

a m o u n t  o f  the l o a n  in e x c e s s  o f  t h i s  l i m i t  is f e d e r a l l y  i n s u r e d  or 

g u a r a n t e e d  or is i n s u r e d  b y  a q u a l i f i e d  m o r t g a g e  i n s u r a n c e  c o m p a n y ;

(3) m a y  n o t  b e  f o r  a t e r m  l o n g e r  than t h r e e - q u a r t e r s  of  the 

a u t h o r i t y ' s  e s t i m a t e  of  the l i f e  o f  the p r o j e c t  or 25 y e a r s  f r o m  the 

da t e  the l o a n  is m ade, w h i c h e v e r  is e a r l i e r ;

(4) s h a l l  c o n t a i n  c o m p l e t e  a m o r t i z a t i o n  p r o v i s i o n s  s a t i s­

f a c t o r y  to the a u t h o r i t y  r e q u i r i n g  p e r i o d i c  p a y m e n t s  b y  the b o r r o w e r ;

(5) s h a l l  be  in the f o r m  a n d  c o n t a i n  the t e r m s  a n d  p r o­

v i s i o n s  w i t h  r e s p e c t  to i n s u r a n c e ,  r e p a i r s ,  a l t e r a t i o n s ,  p a y m e n t  of 

taxes a n d  a s s e s s m e n t s ,  d e f a u l t  r e s e r v e s ,  d e l i n q u e n c y  c h a r g e s ,  d e f a u l t

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

the a u t h o r i t y  p r e s c r i b e s ;

(6) s h a l l  be s e c u r e d  as to r e p a y m e n t  b y  a m o r t g a g e  o r  o ther 

s e c u r i t y  i n s t r u m e n t  in the m a n n e r  the a u t h o r i t y  d e t e r m i n e s  is f e a s i b l e  

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

the b o r r o w e r ;

(7) m a y  n o t  b e  m a d e  u n l e s s

(A) at l e a s t  10 p e r c e n t  of  the p r i n c i p a l  a m o u n t  o f  the

l o a n  is r e t a i n e d  b y  the o r i g i n a t o r  of the loan; or

(B) 100 p e r c e n t  o f  the p r i n c i p a l  a m o u n t  o f  the l o a n  is

g u a r a n t e e d  b y  the U n i t e d  S t a t e s  or an a g e n c y  or i n s t r u m e n t a l i t y  

o f  the U n i t e d  States;

(8) m u s t  be

(A) at l e a s t  p a r t i a l l y  g u a r a n t e e d  b y  t h e  U n i t e d  Sta t e s  

or an a g e n c y  or i n s t r u m e n t a l i t y  o f  the U n i t e d  Stat e s ,  s u b j e c t  to 

the p r o v i s i o n s  of  A S  4 4 . 8 8 . 1 5 8 ;
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(B) f i n a n c e d  f r o m  the p r o c e e d s  o f  bon d s ;  or

(C) e x p e c t e d  b y  the a u t h o r i t y  to b e  f i n a n c e d  f r o m  the 

p r o c e e d s  o f  bo n d s .

* Sec. 2. A S  4 4 . 8 8 . 1 5 9 ( c )  is a m e n d e d  to r e ad:

(c) T h e  i n t e r e s t  r a t e  to b e  r e c e i v e d  b y  the a u t h o r i t y  o n  a 

f e d e r a l l y  g u a r a n t e e d  lo a n  p u r c h a s e d  u n d e r  A S  4 4 . 8 8 . 1 5 8  [BY T H E  A U T H O R­

ITY W I T H  M O N E Y  IN T H E  S M A L L  E N T E R P R I S E  L O A N  AC C O U N T !  that is n o t  f r o m  

the p r o c e e d s  o f  the sale of  a s e r i e s  o f  b o n d s

(1) m a y  b e  e i t h e r  f l o a t i n g  or  fixed;

(2) is the l e ast of

(A) the p r e v a i l i n g  p r i m e  rate a d o p t e d  b y  the U n i t e d

S t a t e s S m a l l B u s i n e s s  A d m i n i s t r a t i o n ;

(B) M o o d y ' s  I n v e s t o r s  S e r v i c e A a  c o r p o r a t e  b o n d  y i e l d

index; or

(C) an i n d e x  as e s t a b l i s h e d b y  r e g u l a t i o n  o f  the

a u t h o r i t y  [IS E Q U A L  T O  T H E  M O S T  R E C E N T  I N D E X  OF A a  C O R P O R A T E  B O N D

Y I E L D  A V E R A G E S  A S  P U B L I S H E D  B Y  M O O D Y ' S  I N V E S T O R S  S E R V I C E ] .

* Sec. 3. A S  4 4 . 8 8 . 1 6 5  is r e p e a l e d  a n d  r e e n a c t e d  to read:

Sec. 4 4 . 8 8 . 1 6 5 .  D E L I N Q U E N T  L O A N S .  The a u t h o r i t y  s h a l l  a d o p t  

r e g u l a t i o n s  to d e s c r i b e  the c i r c u m s t a n c e s  u n d e r  w h i c h  it w i l l  d i s c o n­

tin u e  p u r c h a s i n g  l o a n s  f r o m  a f i n a n c i a l  i n s t i t u t i o n  b e c a u s e  o f  e x c e s­

sive d e l i n q u e n c i e s  a m o n g  the l o a n s  p r e v i o u s l y  p u r c h a s e d  f r o m  the 

f i n a n c i a l  i n s t i t u t i o n .  In a d o p t i n g  t h e  r e g u l a t i o n s ,  the a u t h o r i t y  

s hall ta k e  i n t o  c o n s i d e r a t i o n  its d e l i n q u e n c y  e x p e r i e n c e  w i t h  l o a n s  it 

h a s  p u r c h a s e d  f r o m  all f i n a n c i a l  i n s t i t u t i o n s .  T h e  a u t h o r i t y  m a y  

i n c l u d e  in the r e g u l a t i o n s  o t h e r  r e m e d i e s  it c o n s i d e r s  a p p r o p r i a t e  as 

a l t e r n a t i v e s  to the d i s c o n t i n u a n c e  of  p u r c h a s i n g  loans f r o m  the f i n a n­

c i a l  i n s t i t u t i o n .

* Sec. 4. F E A S I B I L I T Y  STUDY. (a) T h e  l e g i s l a t u r e  f i nds that it is in

-3-  C S H R — A£I2_£I_££Ui-----
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the b e s t  i n t e r e s t s  o f  the s t a t e  to p r o m p t l y  d e t e r m i n e  the f e a s i b i l i t y  of 

t h e  d e v e l o p m e n t  p r o j e c t  p r o p o s e d  f o r  tha E a g l e  R i v e r  V a l l e y  p o r t i o n  of 

C h u g a c h  S t a t e  Park. T h e  l e g i s l a t u r e  f u r t h e r  f i nds th a t  it is c o n t r a r y  to 

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

tiv e  s e a l e d  b i d s  or c o m p e t i t i v e  s e a l e d  p r o p o s a l s .

(b) T h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  s h a l l  

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

p r o j e c t  p r o p o s e d  for the E a g l e  R i v e r  V a l l e y  p o r t i o n  of C h u g a c h  S t a t e  Park. 

T h e  f e a s i b i l i t y  s t u d y  m u s t

(1) s a t i s f y  the r e q u i r e m e n t s  of A S  A A . 8 8 . 1 7 3 ( a ) ;

(2) s a t i s f y  c o n t r a c t u a l  r e q u i r e m e n t s  i m p o s e d  on the o w n e r  or

d e v e l o p e r  b y  the D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  d i v i s i o n  oi parks; a n d

(3) m a k e  r e c o m m e n d a t i o n s  c o n c e r n i n g  a m e n d m e n t s  to A S  44.88

n e c e s s a r y  f o r  the a u t h o r i t y  to p r o v i d e  f i n a n c i n g  for the p r o j e c t .

(c) T h e  a u t h o r i t y  s h a l l  f i n a n c e  50 p e r c e n t  of the co s t  of the s t u d y

r e q u i r e d  b y  this section.

(d) T h e  p r o v i s i o n s  o f  AS 3 6 . 3 0 . 3 1 0  a p p l y  to c o n t r a c t s  e n t e r e d  into 

for the s t u d y  r e q u i r e d  b y  this sec t i o n .

* Sec. 5. T h i s  A c t  t a kes e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .

CSHB 4 0 2 (L&C) - 4 -
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May, 1988

C o p i e s  o f  m i n u t e s  l i s t e d  b e l o w  w e r e  o r i g i n a l l y  i n c l u d e d  
i n  t h i s  file. T h e  m i n u t e s  a r e  a v a i l a b l e  o n  t h e  S T A I R S  
d a t a b a s e  CMPR. In o r d e r  to s a v e . s p a c e  c o p i e s  o f  m i n u t e s  

h a v e  n o t  b e e n  l e f t  in the files.
M a r y  V a n  N i m w e g e n

PCXKHY. STATE CAPttOl 
JUNEAU, ALASKA 99SM 

907-<(6S.3fl00

—  L £ __

T < L .Z - s

f V W c t l  7i\, 1*188 

M u d )  41, I16»
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S T E V E  C O W P E R  
a a v ' E R N O R

S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J O H E A O

S)

J a n u a r y  27, 1988

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  C o n­
st i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to  t h e  A 3 a s k a  
I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y 1 a (AIDEA's)
h a n d l i n g  o f  f i n a n c i a l  i n s t i t u t i o n  loans.

C u r r e n t  l a w  p r o v i d e s  in A S  4 4 . 8 8 . 1 5 5 ( d ) ( 1 ) ( A )  t h a t  w h e n  t h e
a u t h o r i t y  p u r c h a s e s  a p a r t i c i p a t i o n  u n d e r  its e n t e r p r i s e  d e­
v e l o p m e n t  a c c o u n t  in a l o a n  m a d e  b y  a f i n a n c i a l  i n s t i t u t i o n ,  
t h e  l o a n  m a y  n o t  e x c e e d  $10 m i l l i o n .  (The e n t e r p r i s e  d e v e l­
o p m e n t  a c c o u n t  is t h e  " g e n e r a l  fund" o f  t h e  a u t h o r i t y ,  a n d  
b o n d s  i s s u e d  i n  c o n n e c t i o n  w i t h  t h i s  a c c o u n t  are g e n e r a l  
o b l i g a t i o n s  o f  t h e  a u t h o r i t y . )  S e c t i o n  1 o f  t h i s  b i l l  i n­
c r e a s e s  f r o m  $10 m i l l i o n  to $25 m i l l i o n  t h e  l i m i t  o n  s u c h  
l o a n s  in  w h i c h  t h e  a u t h o r i t y  m a y  u s e  a s s e t s  o f  t h a t  a c c o u n t  
t o  p u r c h a s e  a p a r t i c i p a t i o n .  T h i s  i n c r e a s e  to $25 m i l l i o n  
f r o m  $10 m i l l i o n  w i l l  a l l o w  a u t h o r i t y  i n v o l v e m e n t  in l a r g e r  
t r a n s a c t i o n s  t h a t  w i l l  h e l p  d i v e r s i f y  t h e  s t a t e ' s  e c o n o m y .  
D u e  t o  t h e  r e c e n t  d o w n t u r n  i n  t h e  A l a s k a n  e c o n o m y ,  m a n y  o f  
t h e  t r a d i t i o n a l  i n v e s t o r  r e l a t i o n s h i p s  w i t h  o u t s i d e  o r g a­
n i z a t i o n s  n o  l o n g e r  e x i s t  a n d  t h e  l a r g e r  l o a n  l i m i t  w i l l  
h e l p  b y  a l l o w i n g  t h e  a u t h o r i t y  to  f i l l  a p o r t i o n  o f  t h a t  
v o i d .

S e c t i o n  1 a l s o  i n c r e a s e s  f r o m  $ 5 0 0 , 0 0 0  t o  $ 1 , 0 0 0 , 0 0 0  the 
l o a n  l i m i t  o n  f e d e r a l l y  g u a r a n t e e d  l o a n s  t h a t  t h e  a u t h o r i t y  
m a y  p u r c h a s e .  T h e  c u r r e n t  limit, e n a c t e d  w i t h  t h e  o r i g i n a l  
A I D E A  s t a t u t e s ,  is t o o  r e s t r i c t i v e ,  e s p e c i a l l y  in l i g h t  o f  
c u r r e n t  f e d e r a l  l o a n  g u a r a n t y  l e v els. T h e s e  g u a r a n t e e d  
l o a n s  p r o v i d e  n o t  o n l y  a g o o d  i n v e s t m e n t  for t h e  a u t h o r i t y  
b u t  a l s o  are an  i m p o r t a n t  s o u r c e  o f  c a p i t a l  for A l a s k a n  b o r­
r o w e r s  .

S e c t i o n  2 of  t h i s  b i l l  a m e n d s  A S  4 4 . 8 8 . 1 5 9 ( c ) ,  w h i c h  sets 
t h e  i n t e r e s t  r a t e  o n  t h o s e  l o a n s  g u a r a n t e e d  b y  an i n s t r u­
m e n t a l i t y  o f  t h e  U n i t e d  S t a t e s  g o v e r n m e n t .  C u r r e n t  l a w  sets 
t h e  r a t e  e q u i v a l e n t  to  t h e  M o o d y ' s  A a  c o r p o r a t e  b o n d  y i e l d .  
T h e  n e w  l a n g u a g e  a d o p t s  t h e  p r e v a i l i n g  m e t h o d o l o g y  u s e d  b y



T h e  H o n o r a b l e  B e n  G r u s s e n d o r f P a g e  2

the S m a l l  B u s i n e s s  A d m i n i s t r a t i o n  in s e t t i n g  its r a t e s .  
A d d i t i o n a l l y ,  to  p r o v i d e  a d e g r e e  o f  p r o t e c t i o n  to b o r r o w e r s  
in h i g h  i n t e r e s t  r a t e  e n v i r o n m e n t s ,  it u s e s  t h e  l e s s e r  o f  
th e  p r i m e  r a t e ,  M o o d y ' s  A a  c o r p o r a t e  b o n d  y i e l d ,  or  o t h e r  
i n d e x  s e l e c t e d  b y  t h e  a u t h o r i t y .

C u r r e n t  l a w  p r o v i d e s  i n  A S  4 4 . 8 8 . 1 6 5  t h a t  if m o r e  t h a n  t w o  
p e r c e n t  o f  t h e  t o t a l  o u t s t a n d i n g  b a l a n c e  o f  l o a n s  p u r c h a s e d  
f r o m  a f i n a n c i a l  i n s t i t u t i o n  (i.e., t h e  a u t h o r i t y ' s  p a r­
t i c i p a t i o n  i n  s u c h  loans) b e c o m e s  d e l i n q u e n t  for 90 d a y s  o r  
m o r e ,  t h e  a u t h o r i t y  m a y  no  l o n g e r  p u r c h a s e  f r o m  t h a t  f i n a n­
ci a l  i n s t i t u t i o n  p a r t i c i p a t i o n s  i n  l o a n s  for w h i c h  i t  h a s  
n o t  a l r e a d y  m a d e  a c o m m i t m e n t ,  u n t i l  t h e  d e l i n q u e n c i e s  a r e  
r e d u c e d  t o  l e s s  t h a n  two p e r c e n t .  S e c t i o n  3 o f  this b i l l  
r e p e a l s  t h a t  r e q u i r e m e n t  a n d  s u b s t i t u t e s  a r e q u i r e m e n t  t h a t  
t h e  a u t h o r i t y  a d o p t  r e g u l a t i o n s  to d e s c r i b e  t h e  c i r c u m­
s t a n c e s  u n d e r  w h i c h  it  w i l l  d i s c o n t i n u e  p u r c h a s i n g  l o a n s  
f r o m  a f i n a n c i a l  i n s t i t u t i o n  b e c a u s e  o f  d e l i n q u e n c i e s  a m o n g  
t h e  l o a n  p a r t i c i p a t i o n s  p r e v i o u s l y  p u r c h a s e d  f r o m  t h a t  i n­
st i t u t i o n .



STATE OF ALASKA 
1988 LEGISLATIVE SESSION

R E Q U E S T !

BILL VERSION: HB 402
PUBLISH DATE: 1/27/88 - ir r

FISCAL NOTE

R e v i s i o n  D a t e : ________________________________________
Title: An Act relating to the AIDEA

S p o nsor G o v e r n o r _________
Requester Authority Board of Directors

Agency Affected: AIDEA 
BRU: Same as above

C o m p o n e n t s : N/A

E X P E N D IT U R E S  I  R E V E N U E S  : (T h o u s a n d s  o f  D o l la r s )
O PERA T IN G FY  8 8 FY  89 FY  90 FY  91 FY  92 FY  9 3

P E R S O N A L  SE R V IC E S
TRA VEL
CO N TRA C TU A L
S U P P L IE S
E Q U IP M E N T
LA N D  & S T R U C T U R E S
G R A N T S , C LA IM S
M ISC E LLA N E O U S

, , r

r O

TOTAL O PERA T IN G

CA P ITA L $25.0 Mil $35.0 Mil $40.0 Mil $40.0 Mil $40.0 Mil

R E V E N U E

F U N D IN G : (T h o u s a n d s  o f  d o lla rs )
G E N E R A L  FU N D  
F E D E R A L  FU N D S  
O TH ER  
TOTAL

$23.0 Mil $35.0 Mi 1 $40.0 Mil $40.U Mi 1 $40.0 Mi 1
1 $25.0 Mil $35.0 Mi 1 $40.0 Mil $40.0 MilhpJO.O Mi 1

P O S IT IO N S :
FULL-T IM E | !
PARTT IM E
T E M PO R A R Y NOW

i

A N A LYS IS : (A ttach  a s e p a ra te  p a g e  if n e c e s s a ry .)

P re p a re d  by: Bertram L. Wagnon, Executive Director   Phone; 274-1651
D iv is io n : AK Industrial Dev. and ExppPt^Authority (A ID E A )n a t P -  January 18, 1988

A pp roved  by C o m m i s s i o n e r : J ^ __________________________________ D a te : /  " ^ ____________
Agency: Department of/^ommercre & Economic Development

D is t r ib u t io n  (by p re p a re r f 
L e g is la t iv e  F in an c e  
L e g is la t iv e  S p o n s o r  
R e q u e s to r
O ff ic e  o f  M an ag em en t and  B u d g e t
Im p a c te d  A g en cy (ie s ) p ag e  1 o f  L

0691D—1712288a
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M E M O R A N D U M

TO: J. Jack Jessee

AIDEA Board of Directors

FROM: Bertram L. Wagnon

Executive Director

DATE: Ma r c h  31, 1988

SUBJECT: AIDEA Legislation in House Labor & Commerce

Ci rently there is legislation related to the Authority waiting to be

heard in the House Labor and Commerce (L & C) Committee. They include:

0 House Bill (HB) 402 entitled "An Act relating to the Alaska

Industrial Development and Export Authority; and providing for 

an effective date." This act does three things and they are 

prioritized as follows: 1) Provides language to allow the

Authority to adopt regulations describing at what delinquency 

rates a financial institution may not access the Authority's 

programs. 2) Changes the method of calculating interest on

loans purchased by the Authority which are guaranteed by an 

instrumentality of the United States. 3) Increases the 

Authority's loan limit from $10,000,000 to $25,000,000.

0 Committee Substitute for Senate Bill (CSSB) 392 entitled "An

Act relating to the Alaska Industrial Development and Export 

Authority; and providing for an effective date." This act 

addresses the existing statutes which prohibits the 

participation of financial institutions in the Authority's 

programs if loans sold to the Authority by a particular 

financial institution are over 2% delinquent.

These two bills are priority bills because they can be implemented 
quickly w i t h  positive results.



J. Jac k  Jessee - Memo 

M a r c h  31, 1988 

Page Two

Because HB 402 ad CSSB 392 are priority, House L&C could:

1) Pass HB 402 as is;

2) Pass CSSB 392 as is; or

3) Amend CSSB 392 to include the language in HB 402 regarding 

interest rates and loan limits and pass it out of committee.

The easiest w a y  to meet the immediate priorities is for House L&C to pass 

HB 402. This bill is comprehensive and would allow the Authority to 

immediately implement procedures to allow greater participation of the 

financial institutions (and business people) in the Authority's 

programs. The next best method would be to pass CSSB 392 in order to 

address the delinquency situation of the some of the financial 

institutions who could otherwise participate in the Authority's programs. .*

Atta c h e d  y o u  will find the bills and their corresponding bill analyse, 
and fiscal notes.



OFFICe OF THE QQVERNOR

BILL ANALYSIS
d e p a r t m e n t  Commerce A 
Economic Development

AK Industrial 
Devel & Export Authorit

•ILL NUMBER 

/

SPONSOR

Request of Governor

jp o A T  t t t le  o f  r i l l  ^  act rel«.t±ng to the Alaska Industrial Development and Export Authority and 
providinz for an effpctlve date.

DEPARTMENT POSITION ,  . . .
The Authority supports this legislation in that it will provide the ability to 

assist certain sectors of the economy during, these difficult timeB.

p r e p a r e d  » y  /pLs*-p— " Executive 
Bertram L. Wagnon Director

DATE

1/29/88

COMMISSIONER'S SIGNATURE OAYE

SUMMARY
OTHER AO EN C IU  AFFECTED MY KLL

None

CONSTITUENT OROUP13) AFFECTED BY M L

Alaskan business and banking community.

ORGANIZATIONAL SUPPORT FOR BILL

Lukewarm to mild support from the banki i 
community.

ORGANIZATIONAL OPPOSITION TO U U.

Unknown. Should be very little.

..  ......  ' “ . I  -
FISCAL IMPACT: □  HONE B  FISCAL HOTE ATTACHED

EACKOROUNCXLEG8LHTIVI INTENT

This legislation originated with the Authority's Board of Directors to address certain 
particular shortcomings in the Authority's existing statutes. During these difficult 
economic times furthering the Authority's ability to provide an in-state investor for 
Alaskan projects and increasing the availability of the Small Business program will 
assist some businesses who otherwise may be unable to obtain capital through any other 
means.

ANALYSIS OF BILL/PROGRAM EFFECTS

Section one of the bill increases the Authority's loan limit from its current $10
million maximum to $25 million for those loans which are not guaranteed by an 
instrumentality of the U.S. Government. For those loans guaranteed by an agency or 
instrumentality of the U.S. Government, the loan limit is increased from $500,000 to $1 
million.

The increase in the bonded program limits to $25 million will allow the Authority to be 
a participant in transactions that previously have been to^ large for Authority 
participation. The recent downturn in the economy has greatly diminished outside 
correspondent investor relationships and the larger loan limit will allow the Authority 
v.o fill a portion of the void. The increase from $500,000 to $1 million for loans 
ijuaranteed by the U.S. Government would allow the purchase of these larger guaranteed 
.loans backed primarily by the BIA, Rational Marine Fisheries Service and the Farmers 
Home Administration. SEE ADDITIONAL SHEET ATTACHED

AMENDMENTS PROPOSED

None

P L IA U  ATTACH A M PA AA TI S H U T  FOR ADCmOKAL COMMENTS OR AMALYSH.



BY HALFORD, FAIRS , KELLY, 
STURGULEW8KI, HENSLEY, ABOOD, 
FISCHER, JONES, J08EPHS0N AND

1 IN THE SENATE UEHLING

2 SENATE BILL NO. 392

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

3 « BILL

6 Por An Act entitled: "An Act relating to delinquent loans of the Altski

7 Industrial Development and Export Authority; and

8 providing for an effective date."

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

10 * Section 1. AS 44.88.165 is repealed and reenacted to read:

11 Sec. 44.88.165. DELINQUENT LOANS. (a) The authority shall

12 adopt regulations to describe the circumstances under which it will

13 discontinue purchasing loans from a financial institution because of

14 excessive delinquencies among the loans previously purchased from the

15 financial institution. In adopting the regulations, the authority

16 shall take into consideration its delinquency experience with loans it

17 has purchased from all financial institutions.

18 (b) The authority may include in the regulations other remedies

19 it considers appropriate as alternatives to the discontinuance of

20 purchasing loans from the financial institution.

21 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

SB0392* 1 SB 392
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H |  8TATI 0? ALASKA1
O FPK I OF THI GOVERNOR

BILL ANALYSIS

Commerce & 
Economic Davelooment

AK Industrial 
Devel h Bxoort Authorit

W U N U M  U R

v SB392

SPONSOR

Halford. Faiks. Kellv. et al
s h o r t  r m j  o p  m x

An act relating to delinquent loans of the Authority and providing for an effective date.
DEPARTMENT POEfTTON . . . . .

The Authority eupporta this legislation in that it will permit the banking 
community to participate in the Authority's loan programs during these difficult times.

Bertram L.^fagnon. ifxecutive Direct

DATE

)r 2/5/88

COMMISSIONER* SIGNATURE DATE

SUMMARY
OTMCR AGENCIES APFICTEO I T  BHA

HONE

c o n s t it u e n t  o r o u f ,* i a f f e c t e d  i t  * u

Alaskan Banking Community

o r g a n  u a t k w a i . s u p p o r t  f o r  m u . ORGANIZATIONAL O PPO em O N  TO MU.

Banking Community
None to very little; perhaps from individuals 
fearing we are to soft on the banks.

P U C A l IMPACT: X X  HONK □  FISCAL NOTE ATTACKED

e A cx a n o u N tv L C o m A T T v t  in t e n t

The Authority currently has a law on its books which requires the Authority to cease 
participating with a bank when over 2% of the loans purchased from that institution are 
90 days or more delinquent (44.88.165). This law would repeal and reenact a new law to 
allow more banks to be involved with the Authority.

ANALYSIS O f  SI LL/PROGRAM EFFECTS

S&.C£.i9ll <?ne Of the bill addresses a problem in that existing statutes prohibits a bank 
from participating in any of the Authority's programs if over 2% of its loans sold to 
the Authority are 90 days or more delinquent. The new language provides that the
Authority will adopt regulations to describe the circumstances under which it will
discontinue purchasing loans which will provide much needed flexibility to allow banks 
access to the Authority's programs. The bill further provides other remedies as
alternatives to discontinuance of purchasing loans that may be set forth in
regulations. This bill will allow greater bank involvement in the Authority's programs 
which should allow the public more access to credit.

AMENDMENT* PROPOSED

F U A t f  ATTACH A SEPARATE S H U T  POP AOOTTKMAL COMMENTS OR A H A LY M .

•1-OOI (Km . IMS



... .. . . -. . . . .
STATE OF ALASKA • BILL VERSION: CSSB 392 (Rules)

1906 LEGISLATIVE SESSION PUBLISH DATE: 2 ' 2 - 1 - 1 9 *  S'
BBntiew FISCAL NOTER E Q U E S T !

O PERA T IN G

R e v is io n  D « t f :  __________________________________________  A g e n c y  A f fe c te d :  A ID E A .
Tltl#: An Act relating to the AIDEA b r u : Same as above

Sponsor Halford. Falks. Kelly.et.al, Components: Same as above 
R e q u e s t e r .  Senate Rules______________ _

EXPENDITURES I REVENUES :  (T h o u s a n d s  o f  D o l la r s )

P E R S O N A L  S E R V IC E S  
TRAVEL
CO N TRA CTUA L
S U P P U E S
EQ U IPM E N T
LA N D  & ST R U C T U R E S
G RA N TS . C LA IM S
M ISC E LLA N E O U S

CAPITAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
!

REV EN U E - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

F U N D IN G : (T h o u s a n d s  o f  d o lla rs )
G E N ER A L  FU N D  
F E D ER A L  FU N D S  
OTH ER  
TOTAL 1 0 1 1 0 1 1o1 1 0 1 1 0 1 1 0 1

POSITIONS:
FU LLT IM E - 0 - - 0 - - U - 1 ? 1 0 1 -0-
PARTTIM E I
TEM PO RA RY

A N A LYS IS : (A ttach  a  s e p a ra te  p ag e  it n e c e s sa ry .)

Passage of this legislation will have no fiscal impact upon the Authority's budget

Prepared by: Bertram L. Waonon. Executive Director P h o n e : 274-1651
D iv is io n : AK Industrial Dev, and Export Authority (AIDEA) D a te : February 26. 1988

A pp roved  by C o m m ls s lo n a n  J .  A n t h o n y  Sm i
A gency : Department o f  Commerce and Economic Development

D is tr ib u tion  (by p re p a re r ):
L eg is la t iv e  F in an ce  
L eg is la t iv e  S p o n s o r  
R e q u e s to r
O ff ic e  o f  M an ag em en t a n d  B udge t
Im p ac ted  A g en c y (ie s ) p a g e  1 o f 1
0691D-»9/022688a



241* HOUSE JOURNAL M e re h  2 ,  1 1 1 1

s u u m a a i

c o m m i t  SUBSTITUTE TOR SENATE BI LL NO. 312 (Roll*) by the 
Rules Committee, entitled:

"An Art rtlitint to eh« Altsk* Induitrlil Develep- 
stnt snd Export Authority; snd providing far tn 
effective date."

w*i resd ths first time »nd referred to ths Labor I CcirtMro* 
snd Judiciary Committees.

SENATE SILL NO. 420 by Ksrttuls, entitled!

"An Act r e U t l n i  to the curriculum required in 
public ichoolSi"

vis reed the first time end referred to the Stite Affelre 
end Health. Edu cetlon I  Soclel Services ConraittaeS.

COMMUNICATIONS

A letter of dl -l©»ur* was received in eecerdsnce with AS 
24. i O .070, and tra In House Journal Supplement No. 21.

The followlns reports were received!

AleeVa Judicial Council
News amersi in thi Alsiks Courts:

Assessing the impact 
January 19 9S

Department of Education
Basle Skill* Eerformane* of Aleike'i Students 
Achlevemsnt Test Results far 11S4.I3;

1113-Si; and 11S6-I7

University of Alsika
Cooperative Extension Servlet
118/ Demonstr ati on 1 R u s t r e k  Report

The reports tr* on file In the Sptsktr'e office.

3 0
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BILL ANALYSIS - Alaska Industrial Development and Export Authority 
Continuation of Analysis of Bill/Program Effects

When the limit was originally set at $500,000 it coincided with the SBA limit. 
Subsequently it has been learned that several other instrumentalities of the U.S. 
Government guaranty larger loans and this would accommodate these. The purchase of the 
guaranteed portion of these loans provides a secure investment of the Authority's funds 
and at the same time assists the Alaskan economy.

Section two of the bill changes the method of calculating the interest on loans 
purchased by the Authority that are guaranteed by an instrumentality of the U.S. 
Government. Current law provides that the interest rate received by the Authority will 
equal the Moody's Aa composite bond yield.

The SBA sets limits on the interest rates it allows banks to charge at 2 1/4% over New
York prime for a loan under seven years, and 2 3/4X over New York prime for a loan over
seven years. Recently these rates have gotten out of sync with the Moody's rate and 
makes it impossible for the Authority to participate in this program (i.e. the Moody's 
rate exceeds the SBA limits). It should be noted that at times during the period of
high rates in 1980, '81, and '82, the Moody's rate was as much as 7 1/2% below the SBA
limits.

This legislation corrects this problem by setting the rate at the lesser of (1) the 
prevailing prime rate adopted by SBA, or (?.) Moody's Aa index or such other index as set 
by regulation of the Authority. Additionally the Authority is given the ability to 
utilize either of these indexes as fixed rat*** or floating rates providing greater 
latitude to borrowers and banks. This language will provide the flexibility to once 
again make the program attractive.

Section three of the bill addresses a problem in that existing statutes prohibits a bank 
from participating in any of the Authority's programs if over 2X of its loans sold to 
the Authority are 90 days or more delinquent. The now language provides that the 
Authority will adopt regulations to describe the circumstances under which it will 
discontinue purchasing loans which will provide much needed flexibility to allow banks 
access to the Authority's programs.
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ANALYSIS:

Section 1

S.ec . t l pn Z

This bill iLcreases the loan limits of the Authority from 
*10.0 million to *25.0 million. The funding source Is 
bond proceeds derived from the sale of the Authority's 
general obligation bonds.

Changes 44.88.165 to allow the Authority to provide by 
regulation when a bank will be restricted from submitting 
credits to the Authority. Currently It provides that 
when over 2X of a bank's loans sold to the Authority are 
delinquent 90 days or more, they cease being eligible.
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O F F I C E  OF  T H E  G O V E R N O R  
J O J f C A O

J a n u a r y  27, 1988

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  C o n­
s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  t h e  A l a s k a  
I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y ’s ( A I D E A 1s) 
h a n d l i n g  o f  f i n a n c i a l  i n s t i t u t i o n  loans.

C u r r e n t  l a w  p r o v i d e s  in  A S  4 4 . 8 8 . 1 5 5  (d) (1) (A) t h a t  w h e n  t h e  
a u t h o r i t y  p u r c h a s e s  a p a r t i c i p a t i o n  u n d e r  its e n t e r p r i s e  d e­
v e l o p m e n t  a c c o u n t  i n  a l o a n  m a d e  b y  a f i n a n c i a l  i n s t i t u t i o n ,  
th e  l o a n  m a y  n o t  e x c e e d  $10 m i l l i o n .  (The e n t e r p r i s e  d e v e l­
o p m e n t  a c c o u n t  is t h e  " g e n e r a l  fund" o f  t h e  a u t h o r i t y ,  a n d  
b o n d s  i s s u e d  in c o n n e c t i o n  w i t h  t h i s  a c c o u n t  are g e n e r a l  
o b l i g a t i o n s  o f  t h e  a u t h o r i t y . )  S e c t i o n  1 o f  t h i s  b i l l  i n­
c r e a s e s  f r o m  $10 m i l l i o n  to $25 m i l l i o n  t h e  l i m i t  o n  s u c h  
l o a n s  i n  w h i c h  t h e  a u t h o r i t y  m a y  u s e  a s s e t s  o f  t h a t  a c c o u n t  
to  p u r c h a s e  a p a r t i c i p a t i o n .  T h i s  i n c r e a s e  to  $25 m i l l i o n  
f r o m  $10 m i l l i o n  w i l l  a l l o w  a u t h o r i t y  i n v o l v e m e n t  in l a r g e r  
t r a n s a c t i o n s  t h a t  w i l l  h e l p  d i v e r s i f y  t h e  s t a t e ' s  e c o n o m y .  
D u e  t o  t h e  r e c e n t  d o w n t u r n  in the A l a s k a n  e c o n o m y ,  m a n y  o f  
t h e  t r a d i t i o n a l  i n v e s t o r  r e l a t i o n s h i p s  w i t h  o u t s i d e  o r g a­
n i z a t i o n s  n o  l o n g e r  e x i s t  a n d  t h e  l a r g e r  l o a n  l i m i t  w i l l  
h e l p  b y  a l l o w i n g  t h e  a u t h o r i t y  to f i l l  a p o r t i o n  o f  t h a t  
void.

S e c t i o n  1 a l s o  i n c r e a s e s  f r o m  $ 5 0 0 , 0 0 0  t o  $ 1 , 0 0 0 , 0 0 0  t h e  
l o a n  l i m i t  o n  f e d e r a l l y  g u a r a n t e e d  l o a n s  t h a t  t h e  a u t h o r i t y  
m a y  p u r c h a s e .  T h e  c u r r e n t  limit, e n a c t e d  w i t h  t h e  o r i g i n a l  
A I D E A  s t a t u t e s ,  is t o o  r e s t r i c t i v e ,  e s p e c i a l l y  in  l i g h t  o f  
c u r r e n t  f e d e r a l  l o a n  g u a r a n t y  leve l s .  T h e s e  g u a r a n t e e d  
l o a n s  p r o v i d e  n o t  o n l y  a g o o d  i n v e s t m e n t  for t h e  a u t h o r i t y  
b u t  a l s o  a r e  a n  i m p o r t a n t  s o u r c e  o f  c a p i t a l  for A l a s k a n  b o r­
ro w e r s  .

S e c t i o n  2 o f  t h i s  b i l l  a m e n d s  A S  4 4 . 8 8 . 1 5 9 ( c ) ,  w h i c h  sets 
th e  i n t e r e s t  r a t e  o n  t h o s e  l o a n s  g u a r a n t e e d  b y  an i n s t r u­
m e n t a l i t y  o f  t h e  U n i t e d  S t a t e s  g o v e r n m e n t .  C u r r e n t  l a w  se t s  
the r a t e  e q u i v a l e n t  t o  t h e  M o o d y ' s  A a  c o r p o r a t e  b o n d  y i e l d .  
T h e  n e w  l a n g u a g e  a d o p t s  t h e  p r e v a i l i n g  m e t h o d o l o g y  u s e d  b y

j n m



T h e  H o n o r a b l e  B e n  G r u s s e n d o r f P a g e  2

th e  S m a l l  B u s i n e s s  A d m i n i s t r a t i o n  in s e t t i n g  its r a t e s .  
A d d i t i o n a l l y ,  to p r o v i d e  a d e g r e e  of  p r o t e c t i o n  to b o r r o w e r s  
in h i g h  i n t e r e s t  r a t e  e n v i r o n m e n t s ,  it u s e s  t h e  l e s s e r  o f  
t h e  p r i m e  r a t e ,  M o o d y ' s  A a  c o r p o r a t e  b o n d  y i e l d ,  o r  o t h e r  
i n d e x  s e l e c t e d  b y  t h e  a u t h o r i t y .

C u r r e n t  l a w  p r o v i d e s  i n  A S  4 4 . 8 8 . 1 6 5  t h a t  i f  m o r e  t h a n  t w o  
p e r c e n t  o f  t h e  t o t a l  o u t s t a n d i n g  b a l a n c e  o f  l o a n s  p u r c h a s e d  
f r o m  a f i n a n c i a l  i n s t i t u t i o n  (i.e., t h e  a u t h o r i t y ' s  p a r­
t i c i p a t i o n  i n  s u c h  loans) b e c o m e s  d e l i n q u e n t  for 90 d a y s  o r  
m o r e ,  t h e  a u t h o r i t y  m a y  n o  l o n g e r  p u r c h a s e  f r o m  t h a t  f i n a n­
ci a l  i n s t i t u t i o n  p a r t i c i p a t i o n s  in l o a n s  f o r  w h i c h  it  h a s  
n o t  a l r e a d y  m a d e  a c o m m i t m e n t ,  u n t i l  t h e  d e l i n q u e n c i e s  a r e  
r e d u c e d  to l e s s  t h a n  t w o  p e r c e n t .  S e c t i o n  3 o f  t h i s  b i l l  
r e p e a l s  t h a t  r e q u i r e m e n t  a n d  s u b s t i t u t e s  a r e q u i r e m e n t  t h a t  
t h e  a u t h o r i t y  a d o p t  r e g u l a t i o n s  to d e s c r i b e  t h e  c i r c u m­
s t a n c e s  u n d e r  w h i c h  it  w i l l  d i s c o n t i n u e  p u r c h a s i n g  l o a n s  
f r o m  a f i n a n c i a l  i n s t i t u t i o n  b e c a u s e  o f  d e l i n q u e n c i e s  a m o n g  
t h e  l o a n  p a r t i c i p a t i o n s  p r e v i o u s l y  p u r c h a s e d  f r o m  t h a t  i n­
sti t u t i o n .

S t e v e  C o w p e r  
G o v e r n o r
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FISCAL NOTE
REQUEST!

“a Id e aR e v i s i o n  D a t e : ________________________________________ A g e n c y  A f fe c t e d :
Title: An Act relating to the AIDEA BRU: Same as above

Sponsor:____ Governor_______________________Components: N/A
Requester: Authority Board of Directors____________________

EXPENDITURES / REVENUES : (T h o u s a n d s  o f  D o l la r s )
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G R A N T S , C LA IM S
M IS C E L L A N E O U S
TOTAL O PERA T IN G

CA P ITA L $25.0 Mil $35.0 Mil $40.0 Mil $40.0 Mil $40.0 Mil

R E V E N U E

F U N D IN G : (T h o u s a n d s  of  d o l la r s )
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F E D E R A L  F U N D S  
O T H ER  
TOTAL
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PARTT IM E
T E M P O R A R Y
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Prepared by: Bertram L. Wagnon, Executive Director phone: 274-1651
D iv is io n : AK Industrial D e v , and Expgpt^Authority (AIDEA)nate- January 18, 1988

A pp ro v e d  by C o m m i s s i o n e r :   D a te : !  ____________
A g e n cy : Department of/Commer$T & Economic Development
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Im p a c te d  A g en cy (ie s ) p a g e  1 o f  .1
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M E M O R A N D U M

TO: J. Jack Jessee

AIDEA Board of Directors

FROM: Bertram L. Wagnon

Executive Director

DATE: Ma r c h  31, 1988

SUBJECT: AIDEA Legislation in House Labor A Commerce

Currently there is legislation related to the Authority waiting to be

h e a r d  in the House Labor and Commerce (L & C) Committee. They include:

° House Bill (HB) 402 entitled "An Act relating to the Alaska

Industrial Development and Export Authority; and providing for

an effective date." This act does three things and they are

prioritized as follows: 1) Provides language to allow the

A uthority to adopt regulations describing at what delinquency 

rates a financial institution may not access the Authority's 

programs. 2) Changes the method of calculating interest on

loans purchased by the Authority which are guaranteed by an 

instrumentality of the United States. 3) Increases the 

Authority's loan limit from $10,000,000 to $25,000,000.

0 Committee Substitute for Senate Bill (CSSB) 392 entitled "An

Act relating to the Alaska Industrial Development and Export 

Authority; and providing for an effective date." This act

addresses the existing statutes which prohibits the 

participation of financial institutions in the Authority's 

programs if loans sold to the Authority by a particular 

financial institution are over 2% delinquent.

These two bills are priority bills because they can be implemented 
quickly w i t h  positive results.



M a r c h  31, 1988 
Page Two

Because HB 402 ad CSSB 392 are priority, House L&C could:

1) Pass HB 402 as is;

2) Pass CSSB 392 as is; or

3) Amend CSSB 392 to include the language in HB 402 regarding 

interest rates and loan limits and pass it out of committee.

The easiest way to meet the immediate priorities is for House L & C  to pass 

HB 402. This bill is comprehensive and would allow the A u t h o r i t y  to 

immediately implement procedures to allow greater participation of the 

financial institutions (and business people) in the A u t h o rity's 

programs. The next best method would be to pass CSSB 392 in order to 

address the delinquency situation of the some of the financial 

institutions who could otherwise participate in the Authority's programs. .*

Attached y ou will find the bills and their corresponding bill analyses 

and fiscal notes.
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STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS
d c p a r t m i n t  Commerce & 
Economic Development

w y ts io n  AK Industrial 

Devel & Export Authorit
SILL NUMBER 

/
SPONSOR

Request of Governor
»ou  mvs o p  b r l  fa  a c t  , - e i a t i a g  t0 t he Alaska Industrial Development and Export Authority and 
D r o v i d i n e  for a n  effective date.

DEPARTMENT POSITION .
The Authority supports this legislation in that it will provide the ability to 

assist certain sectors of the economy during these difficult times.

p r e p a r e d  b t  / p i s + y — ' Executive 
Bertram L. Wagnon Director

0A T «

1/29/88

COMMISSIONER'S SIGNATURE DATE

SUMMARY
OTHER AOENCIEJ AFFECTCD BY V 'J .

Hone

c o n s t i t u e n t  onouptsj Amcrco ir ru.

Alaskan business and banking community.

ORGANIZATIONAL SUPPORT FOR BILL

L u k e w a m  to mild support from the banking 
community.

ORGANIZATIONAL OPPOSITION TO BILL

Unknown. Should be very little.

FISCAL IMPACT: □  NONE S  FISCAL NOTE ATTACHED

BACKOAODNCYLEOBLATIVE INTENT

This legislation originated vith the Authority's Board of Directors to address certain 
particular shortcomings in the Authority's existing statutes. During these difficult 
economic times furthering the Authority's ability to provide an in-state investor for 
Alaskan projects and increasing the availability of the Small Business program will 
assist some businesses who otherwise may be unable to obtain capital through any other 
means.

ANALYSIS OF (UlUPflOGRAM EFFECTS

■S.gctlon one of the bill increases the Authority's loan limit from its current $10
million maximum to $25 million for those loans which are not guaranteed by an 
instrumentality of the U.S. Government. For those loans guaranteed by an agency or 
instrumentality of the U.S. Government, the loan limit is increased from $500,000 to $1 
million.

The increase in the bonded program limits to $25 million will allow the Authority to be 
a participant in transactions that previously have been to-' large for Authority 
participation. The recent downturn in the economy has greatly diminished outside 
correspondent investor relationships and the larger loan limit will allow the Authority 
to fill a portion of the void. The increase from $500,000 to $1 million for loans 
guaranteed by the U.S. Government would allow the purchase of these larger guaranteed 
loans backed primarily by the BIA, National Marine Fisheries Service and the Farmers 
Home Administration. SEE ADDITIONAL SHEET ATTACHED

AMENDMENTS p r o p o s e d

None

01-00S '2/0
FLEAM ATTACH a  SEPARATE S H U T  FOR AD O m O K A l COMM (N T S OR AHALTMB.



Introduced: 2/3/11 
Referred: financs

BY HALFORDi FAIRS, KELLY, 
STURGULEW8KI, HENSLEY, ABOOD, 
FISCHER, JONES, J08EPH80N AND 

\ IN THE SENATE UEHLINO

2 SENATE BILL NO. 392

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

3 A BILL

6 Por an Act entitled: "An Act relating to delinquent loans of the Alaska

7 Industrial Development and Export Authority; and

8 providing for an effective date."

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

10 * Section 1. AS 44.88.165 is repealed and reenacted to read:

U  Sec. 44.88.165. DELINQUENT LOANS. (a) The authority ahall

12 adopt regulations to describe the circumstances under which it will

13 discontinue purchasing loans from a financial institution because of

14 excessive delinquencies among the loans previously purchased from the

13 financial institution. In adopting the regulations, the authority

16 shall take into consideration its delinquency experience with loans it

17 has purchased from all financial institutions.

18 (b) The authority may include in the regulations other remedies

19 it considers appropriate as alternatives to the discontinuance of

20 purchasing loans from the financial Institution.

21 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

SB0392* 1- SB 392



BILL ANALYSIS

O tF A N n K N ^  C0|Ba#j.c# &

Economic Development
wvt*°" AK Industrial 

Devel 6 Bxport Authosrit

M U . NUWMJI

v SB392

tF O M O ft

Halford. Faiks. Kelly, st al
• C R T  m u  OF a u

An act relating to delinquent loans of the Authority and rirovidina for an effective date.
OEFARTWENT FO artlON

The Authority supports this legislation in that it will permit the banking 
community to participate in the Authority's loan programs during these difficult times.

Bertram L. ̂ faanon. Executive Direct

OATI

)r 2/5/88

C O W U tS M O N dn SWNATVIRt DATE

SUMPYIARY
OTHER A O E N O U  AFFECTED IT  M U

HONE

OOHETTTUENT OROUFO) AFFECTED I T  M U

Alaskan Banking Community

OROANUATKtWU. SUFFOHT FOR M U

Banking Community

OROAHIEATttNAt OFFOMTTOH TO M U

None to very little; perhaps from individuals 
fearing we are to soft on the banks.

F » C A l  IMFACT: C t NOW* □  FISCAL NOTE ATTACHED

B A c x a m x m o u o m A T i v e  i n t in t

The Authority currently has a lav on its books vhich requires the Authority to cease 
participating with a bank when over 27, of the loans purchased from that institution are 
90 days or more delinquent (44.88.165). This lav vould repeal and reenact a nev lav to 
allow more banks to be involved vith the Authority.

ANAIT3II OF M U /FR O Q R A M  EFFECTS

Section— one of the bill addresses a problem in that existing statutes prohibits a bank 
Ssc■ participating in any of the Authority's programs if over 2X of its loans sold to 
the Authority are 90 days or more delinquent. The new language provides that the
Authority will adopt regulations to describe the circumstances under vhich it will
discontinue purchasing loans vhich will provide much needed flexibility to allov banks 
access to the Authority's programs. The bill further provides other remedies as
alternatives to discontinuance of purchasing loans that may be set forth in
regulations. This bill vill allov greater bank involvement in the Authority's programs 
vhich should allov the public more access to credit.

AM ENOW ENTS FW OfOSED

1
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COMMITTEE SUBSTITUTE TOR SENATE BIL L NO. 392 (Rules) by the 
Rules Committee, entitled:

"An Aot relating to the Alaska Induitrlil Develep* 
nent and Export Authority, and providing f or an 
affactive data."

wti read tha flret tlma and referred to thi Labor I Comaeroe 
and Judiciary C o m m i t t o e s .

HOUSE JOURNAL March 2, lfll

SENATE BILL NO. 420 by Kartcuia, entitled!

c o m m u n i c a t i o n s

A letter of diacloiure wa* received in accordance with AB 
24 .C O .070, and appeara in Houia Journal Supplement No. 21.

Tha following reports were received!

AlaiVa Judicial Council
News Cameras in tha Alaska Courts!

Assessing tha Impact 
January 1901

Department of Education
Basic Skills Farformanet of Alaska's Students 
Achievement Test Result! for 19(4.IS;

19)5*46; and 1906-17

Univeriity of Alaska
Cooperative Ext ension Servlet
190/ Demonstration 6 Rtsaartk Report

Tha reports are on file in tht Speaker's office.

"An Act relttlng to the curriculum required in 
public schools,"

was retd the first tlma and referred to the State Affairs 
and Health, Education 6 Social Servlets C o m i t t a e s .
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• State of Alaska - Office of the Governor
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i BILL ANALYSIS - Alaska Industrial Development and Export Authority 
Continuation of Analysis of Bill/Program Effects

When the limit was originally set at $500,000 it coincided with the SBA limit. 
Subsequently it has been learned that several other instrumentalities of the U.S. 
Government guaranty larger loans and this would accommodate these. The purchase of the 
guaranteed portion of these loans provides a secure investment of the Authority’s funds 
and at the same time assists the Alaskan economy.

Section two of the bill changes the method of calculating the interest on loans 
purchased by the Authority that are guaranteed by an instrumentality of the U.S. 
Government. Current law provides that the interest rate received by the Authority will 
equal the Moody’s Aa composite bond yield.

The SBA seta limits on the interest rates it allows banks to charge at 2 1/4% over New 
York prime for a loan under seven years, and 2 3/4% over New York prime for a loan over 
seven years. Recently these rates have gotten out of sync with the Moody's rate and 
makes it impossible for the Authority to participate in this program (i.e. the Moody's 
rate exceeds the SBA limits). It should be noted that at times during the period of 
high rates in 19P0, '81, and '82, the Moody's rate was as much as 7 1/2% below the SBA 
limits.

This legislation corrects this problem by setting the rate at the lesser or' (1) the 
prevailing prime rate adopted by SBA, or (2) Moody's Aa index or such other index as set 
by regulation of the Authority. Additionally the Authority is given the ability to 
utilize either of these indexes as fixed rates or floating rates providing greater 
latitude to borrowers and banks. This language will provide the flexibility to once 
again make the program attractive.

Section three of the bill addresses a problem in that existing statutes prohibits a bank 
from participating in any of the Authority's programs if over 2% of its loans sold to 
the Authority are 90 days or more delinquent. The new language provides that the 
Authority will adopt regulations to describe the circumstances under which it will 
discontinue purchasing loans which will provide much needed flexibility to allow banks 
access to the Authority's programs.
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ANALYSIS:

Section 1 This bill increases the loan limits of the Authority from 
$10.0 million to $25.0 million. The funding source is 
bond proceeds derived from the sale of the Authority's 
general obligation bonds.

Section 2 Changes 44.88.165 to allow the Authority to provide by 
regulation when a bank will be restricted from submitting 
credits to the Authority. Currently it provides that 
when over 2% of a bank's loans sold to the Authority are 
delinquent 90 days or more, they cease being eligible.
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[D e ferred  C om p en sa t io n  P lan  

P u b lic  E m p lo y e rs  S o c ia l S e c u r ity  C o n tr ib u t io n s
DIVISION OF RETIREMENT & BENEFITS 

PLEASE REPLY TO:

□  P.O.BOX CR
JUNEAU. ALASKA 99811-0203 
PHONE: (907)465-4460

□  2600 DENALI ST. SUITE 401
ANCHORAGE, ALASKA 99503-2740, 
PHONE: (907) 277-7504 February 12, 1988

STEVE COWPER, GOVERNOR

The Honorable Dave Donley 
''hairman
House Labor and Commerce Committee 
P.O. Box V 
Juneau, AK 99811

Dear Representative Donley

Re: House Bill 403

This letter is in response to a question raised by Representative Boucher 
during my testimony on HB 403 on February 9, 1988. Representative Boucher 
wanted the cost of the alcohol'sm/drug abuse coverage component in the 
current State of Alaska group pi in for state employees. He also requested 
what it would cost to implement the minimum level of coverage outlined in 
HB 403 in the State group plan if it had no coverage for alcoholism.

The State's carrier, Aetna, has stated that our current level of coverage 
for alcoholism/drug abuse is costed at $3.50 per month per employee. 
This equates to an estimated annual cost to the State of $504,000 or 
approximately 1.2% of the current premium. If our current plan had no 
coverage for alcoholism and implemented the coverage level outlined in HE 
403, the monthly employee premium would increase by $1.75 or approximately 
.6% of the current premium. This level of coverage equates to an 
estimated annual cost to the State of $252,000.

Representative Boucher also inquired about the claims volume of alcoholism 
claims under the State1* policy. We have requested the State's benefit 
consultant, Mercer-Meidinger, Inc. to provide the dollar amount of 
alcoholism claims over the past two years. The retrieval of these figures 
requires special programming on their part since such statistics are not 
normally retained for each component of the health plan. These figures 
should be available in approximately three weeks.

Please contact me should you require any further information regarding 
this bill.

Sincerely,

Robert F. Stalnaker 
Acting Director

RFS/MBC/cam/III
cc: The Honorable H.A. Boucher

Representative 
Alaska State Legislature

02-84LH Note: Please Include Your Social Security Number In All Correspondence & Requests Concerning Your Benefits.



To: Rep. H. A. "Red" B o u c h e r
Rep. W a l t  F u r n a c e

From: L i n d a  S t e w a r t ^ ^ p > .
R o g e r  J e n k i n s

S u b j : H B  403 - " A n  A c t  R e l a t i n g  t o  I n s u r a n c e  C o v e r a g e  f o r
T r e a t m e n t  o f  A l c o h o l i s m  a n d  D r u g  A b u s e

Date: F e b r u a r y  19, 1988

D I S C U S S I O N

First, it m u s t  b e  c l e a r l y  u n d e r s t o o d  t h a t  a l c o h o l  a n d  d r u g  
a b u s e  in A l a s k a  is a s e r i o u s  p r o b l e m  t h a t  e x i s t s  in 
d i f f e r i n g  d e g r e e s  w i t h i n  t h e  r u r a l  a n d  u r b a n  a r e a s  o f  t h e  
state.

Second, w e  a c k n o w l e d g e  t h a t  it  c o s t s  t h e  S t a t e  o f  A l a s k a  
a p p r o x i m a t e l y  $ 1 7 0  m i l l i o n  a y e a r  in a l c o h o l  a n d  d r u g  
r e l a t e d  e x p e n s e s ,  i.e., p u b l i c  a s s i s t a n c e ,  f o s t e r  care, 
i n s t i t u t i o n a l  c a r e  f o r  c h i l d r e n ,  a c c i d e n t s ,  i n j u r i e s ,  
p r o p e r t y  d a m a g e ,  p r o s e c u t i o n ,  e n f o r c e m e n t ,  c o u r t s ,  
c o r r e c t i o n s ,  etc.

T hird, w e  a c k n o w l e d g e  t h e r e  a r e  a w i d e  r a n g e  s o c i a l ,  
e c o n o m i c  a n d  v a r i o u s  o t h e r  d e t r i m e n t a l ,  s h o r t  a n d  l o n g - t e r m  
s i d e  a f f e c t s  c a u s e d  b y  a l c o h o l  a n d  d r u g  abuse.

H o w e v e r ,  t h e s e  a r e  n o t  t h e  i s s u e s  o f  H B  403. T h e  p r o b l e m  o f  
a b u s e  is t h e  C O R E , b u t  is m a n d a t e d  i n s u r a n c e  c o v e r a g e  t h e  
a n s w e r ?

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

S t a f f  r e s e a r c h  s h o w s  t h a t  m a n d a t i n g  t h e s e  b e n e f i t s  w i l l  
a c c e l e r a t e  a t r e n d  b y  e m p l o y e r s  t o w a r d s  s e l f - i n s u r a n c e  as a 
m e a n s  o f  a v o i d i n g  t h e  i m p a c t  of  t h e  m a n d a t e s ,  s i n c e  a t  t h i s  
time, t h e r e  is a l e g a l  q u e s t i o n  as t o  w h e t h e r  s e l f - i n s u r e d  
p l a n s  m u s t  c o m p l y  w i t h  m o s t  e x i s t i n g  l e g i s l a t i o n .  
A d d i t i o n a l l y ,  i n d i v i d u a l s  a n d  e m p l o y e r s  f a c e d  w i t h  t h e  
i n c r e a s e d  c o s t s  o f  h e a l t h  c o v e r a g e s  b e c a u s e  o f  m a n d a t e d  
b e n e f i t s  m a y  s e v e r e l y  c u r t a i l  o r  t e r m i n a t e  t h e i r  e x i s t i n g  
g r o u p  i n s u r a n c e  p r o g r a m s .

T h e r e  a r e  p r e s e n t l y  45 p r o g r a m s  (SOADA) a p p r o v e d  a n d  
p a r t i a l l y  f u n d e d  b y  t h e  S t a t e  o f  A l a s k a  t o  t r e a t  a d d i c t i o n .  
T h e s e  p r o g r a m s  s e r v e  a p p r o x i m a t e l y  2 0 , 0 0 0  c l i e n t s  p e r  year.



P a g e  2

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

35 %  o f  t h e  s o u r c e s  i n d i c a t e d  t h e r e  w a s  n o  m e a s u r a b l e  
p r e m i u m  i n c r e a s e  i n  t h e  p l a n s  t h e y  c o v e r e d  a t t r i b u t a b l e  t o  
t h e  i n c e p t i o n  o f  m a n d a t e d  b e n e f i t s .

1 1 %  of  t h e  s o u r c e s  i n d i c a t e d  t h a t  t h e y  h a d  e x p e r i e n c e d  
p r e m i u m  i n c r e a s e s  i n  t h e  1 - 5 %  r a n g e  in t h e  p l a n s  t h e y  
c o v e r e d  a t t r i b u t a b l e  t o  t h e  i n c e p t i o n  o f  m a n d a t e d  b e n e f i t s .

50% o f  t h e  s o u r c e s  i n d i c a t e d  t h a t  t h e y  h a d  e x p e r i e n c e d  
p r e m i u m  i n c r e a s e s  in  t h e  5 - 1 0 %  r a n g e  in t h e  p l a n s  t h e y
c o v e r e d  a t t r i b u t a b l e  t o  t h e  i n c e p t i o n  o f  m a n d a t e d  b e n e f i t s .

3% o f  t h e  s o u r c e s  i n d i c a t e d  t h a t  t h e y  h a d  e x p e r i e n c e d  
p r e m i u m  i n c r e a s e s  in  t h e  1 0 - 1 5 %  r a n g e  in t h e  p l a n s  t h e y
c o v e r e d  a t t r i b u t a b l e  t o  t h e  i n c e p t i o n  o f  m a n d a t e d  b e n e f i t s .

P r e s e n t l y ,  c o v e r a g e  is p r i m a r i l y  f o r  i n - h o s p i t a l  p a t i e n t  
c a r e  o r  t h r o u g h  a l i c e n s e d  p h y s i c i a n ' s  p r o g r a m .  T h e s e  
p r o g r a m s  a r e  g e n e r a l l y  a 28 d a y  h o s p i t a l \ p h y s i c i a n  p r o g r a m .

T h e  s o c i a l  i m p a c t  o n  a p a t i e n t  h a v i n g  t o  b e  a w a y  f r o m  t h e  
job, f a m i l y  o r  f r i e n d s  f o r  a n  e x t e n d e d  t i m e  is o f t e n  m o r e  
e m b a r a s s i n g  t h a n  t h e  p r o b l e m  i t s e l f .  I n  a d d i t i o n ,  t h e  
s o c i a l  s t i g m a  o f  a d m i t t i n g  t o  h a v i n g  a l c o h o l  o r  d r u g  
p r o b l e m s  is o f t e n  m o r e  h a r d  t o  h a n d l e  t h a n  t h e  a b u s e  i t s elf.

S t a f f  b e l i e v e s  t h a t  if  i n s u r a n c e  c o v e r a g e  a p p l i e d  t o  a 
b r o a d e r  r a n g e  o f  a b u s e  p r o g r a m s ,  t h e n  t h o s e  p e r s o n s  a b u s i n g  
a l c o h o l  o r  d r u g s  w o u l d  b e  m o r e  i n c l i n e d  t o  s e e k  
r e h a b i l i t a t i o n .  A n  e x a m p l e  o f  t h i s  is t h e  S a l v a t i o n  Array 
p r o g r a m .  P r e s e n t l y ,  i n s u r a n c e  c a r r i e r s  w i l l  n o t  p a y  f o r  
t h i s  p r o g r a m  e v e n  t h o u g h  it  is s t a t e  a p p r o v e d  a n d  
c e r t i f i c a t e d .

C O N C L U S I O N

S t a f f  d o e s  n o t  b e l i e v e  t h a t  it is i n  t h e  p u b l i c  i n t e r e s t  t o  
m a n d a t e  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l  a n d  d r u g  a b u s e .  W h y  
s h o u l d  t h e  m a n y  a b s o r b  t h e  a d d i t i o n a l  c o s t  f o r  t h e  few.
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R E C O M M E N D A T I O N

B a s e d  o n  t h e  f a c t s  p r e s e n t e d  h e r e i n ,  S t a f f  b e l i e v e s  t h a t  H B  
403 s h o u l d  b e  a m e n d e d  as f o l l o w s :

A. I n s u r a n c e  c o m p a n i e s  s h o u l d  b e  r e q u i r e d  t o  offer: 
a l c o h o l  a n d  d r u g  a b u s e  c o v e r a g e  as a n  o p t i o n a l  p r e m i u m  
b e n e f i t .

B. I n s u r a n c e  c o m p a n i e s  s h o u l d  b e  r e q u i r e d  t o  a l l o w  
p a t i e n t  c o v e r a g e  t o  i n c l u d e  o u t - p a t i e n t  c a r e  a t  a n y  f a c i l i t y  
t h a t  is s t a t e  a p p r o v e d  a n d  c e r t i f i c a t e d .



O f f e r e d  in  the H O U S E  B y  B o y e r

TO: H B  403

P a g e  1, l i n e  22:

A f t e r  "a" i n s e r t  " g r o u p "  

A f t e r  " f o r "  i n s e r t  "major'

I

P a g e  3, a f t e r  l i n e  12:

I n s e r t  a n e w  p a r a g r a p h  to read:

"(5) " m a j o r  m e d i c a l "  m e a n s  a d i s a b i l i t y  i n s u r a n c e  c o n t r a c t ,  

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

c a r e  w i t h  p o t e n t i a l  l i f e t i m e  m a x i m u m  b e n e f i t s  p e r  i n s u r e d  o f  at least 

$ 1 0 , 0 0 0 ;  or"

2/9/88



P a g e  4, l i n e  12:

A f t e r  " a p p l i e s  to" 

I n s e r t  " g r o u p "

P a g e  4, li n e  14:

A f t e r  " r e n e w e d "  

I n s e r t  " o n  or"

-2- 2/9/88
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A L A S K A  N E T W O R K
ON

D O M E S T IC  V IO L E N C E
AND

S E X U A L  A S S A U  L T
130 Seward, No. 301 •  Juneau, Alaska 99801 •  (907)586-3650

Abused Womerts Aid In Crisis (AWAIQ 
Advocates foe Victims o f Violence (AW ) 

Aiding Women in Abuse and Rape Emergencies (AWARE) 
Alaska Women's Resource Cenler (AWRO: Arctic Women in Crisis (AWIQ; 

Bering Sea Women's Croup (BSWC); Emmonak Women's Shelter;
Kodiak Womerfs Resource & Crisis Center (KWRCQ; 

Maniitvj Regional Womens Crisis Program; MEN. Inc. 
Safe & Fear-Free Environment (SAFE); Sitkans Against Family Violence tSAFV);

Southwestern Alaska Council for the 
Prevention o f Child Sexual Assault (SWACPCSA); 

South Peninsula Womens Services tSPWS) 
Standing Together Against Rape (STAR); Tundra Womens Coalition (TWO 

Valley Womens Resource Center (VWRQ 
Women in Crisis Counseling & Assistance (WICCA) 

Women in Safe Homes (WISH); Women’s Resource & Crisis Center (W RCO

P O S I T I O N . P A P E E
S U P P O R T

M A N D A T O R Y  I N S U R A N C E  C O V E R A G E  F O R  T H E  T R E A T M E N T  O F  A L C O H O L
A ND D R U G  A B U S E

The A l a s k a  N e t w o r k  on D o m e s t i c  V i o l e n c e  and S e x u a l  A s s a u l t  s u p p o r t s  
the c o n c e p t  of m a n d a t o r y  insur a n c e  c o v e r a g e  for the t r e a t m e n t  of 
a l c o h o l  and d r u g  abuse. W h i l e  n o n e  of the l i t e r a t u r e  on s u b s t a n c e  
a b u s e  a n d  f a m i l y  v i o l e n c e  s u p p o r t s  the e x i s t e n c e  of a d i r e c t  c a u s a l  
r e l a t i o n s h i p  b e t w e e n  a l c o h o l  or d r u g  use a n d  w o m a n  b a t t e r i n g  a n d  
c h i l d  abuse, s t u d i e s  Indicate that c h e m i c a l  d e p e n d e n c e  is an 
i m p o r t a n t  f a c t o r  in the f r e q u e n c y  a n d  s e v e r i t y  of viole n c e .

’Men ' s  s u b s t a n c e  a b u s e  P R I O R  to m a r r i a g e  has b e e n  f ound in one s t u d y  
to be a s t r o n g  p r e d i c t o r  of c e r t a i n  c h a r a c t e r i s t i c s  of f a m i l y  
v i o l e n c e  IF it o c c u r s  in the m a r r i a g e .  T h e s e  c h a r a c t e r i s t i c s  are:

— h i g h e r  f r e q u e n c y  of v i o l e n c e ;
— more p r o b a b i l i t y  that a l c o h o l  or d r u g  use is involved in the 

most s e r i o u s  incidents;
— a n d  long d u r a t i o n  of v i o l e n c e  in the r e l a t i o n s h i p .

T h e r e  is a l s o  r e s e a r c h  s u p p o r t  for the o b s e r v a t i o n  that b a t t e r e r s  
who a b u s e  a l c o h o l  Inflict more s e r i o u s  inj u r i e s  on t h e i r  v i c t i m s  
t h a n  b a t t e r e r s  who do not."

“In yet a n o t h e r  study, 85% of b a t t e r e r s  w i t h  c h e m i c a l  d e p e n d e n c e
p r o b l e m s  a d m i t t e d  that they were a l s o  a s s a u l t i v e  w h e n  sober. ...it
s e e m s  c l e a r  that we c a n n o t  p r e d i c t  an  i n d i v i d u a l s '  v i o l e n t  b e h a v i o r  
by his a l c o h o l  c o n s u m p t i o n ,  e i t h e r  as a p a t t e r n  or In p a r t i c u l a r  
incidents. H o w e v e r ,  t h ese f i n d i n g s  a l s o  s u g g e s t  that b a t t e r i n g  is 
e v e n  more d a n g e r o u s  if the b a t t e r e r  d r i n k s  at all, w h e t h e r  or not he 
is i n t o x i c a t e d  at the time of an i n c i d e n t . "

In one s t u d y  of b a t t e r e d  w o m e n  a n d  a l c o h o l  ab u s e ,  the m a j o r i t y  of 
the w o m e n  d e v e l o p e d  t h e i r  p r o b l e m s  w i t h  a l c o h o l  a f t e r  b e i n g  in F'n 
a b u s i v e  r e l a t i o n s h i p  for some time.

Fin a l l y ,  there is e v i d e n c e  th a t  a l c o h o l  or d r u g  use by a b a t t e r e r
i ncreases the p o t e n t i a l  that the v i o l e n c e  will e n d  in death.

In light of this r e s e a r c h ,  the N e t w o r k  f e els s t r o n g l y  that the
a v a i l a b i l i t y  of s u b s t a n c e  a b use t r e a t m e n t  s h o u l d  be Incre a s e d  and is 
an i m p o r t a n t  a s p e c t  of a s s i s t i n g  f a m i l i e s  w h e r e  there is violence.

( R e s e a r c h  e x c e r p t e d  from an a d d r e s s  p r e s e n t e d  by M e l i s s a  Ed d y  at the 
S i x t h  An n u a l  T e x a s  Coun c i l  on F a m i l y  V i o l e n c e  C o n f e r e n c e ,  O c t o b e r  
28, 1987, A u s t i n  T e x as.)
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\ ' STATE OF \ L / C  ̂

1988 LEGISLATIVE SESSION
Blli /ERSION: SB 363

W .

PUBLISH D A T E : 1/22/88

R E Q U E S T : FISCAL NOTE

Revision Date: Agency Affected: Commence & Economic Dev.
Title: Tnsiiranr.p coverage for treatment b r u : Insurance 
of alcoholism or drug abuse __
Sponsor: Binkley, et a 1.
Requestor: Senate HESS Ccmmitte________

E X PE N D IT U R E S /R E V E N U E S : (Thousands o f Dollars)
OPERATING FY  88 FY  89 FY  90 FY 91 FY 92 FY 93

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

| CAPITAL _=a- . -n . -n - -Q- . - I  . . . .

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

FU N D IN G : (Thousands o f Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL - 0 - - 0 - - 0 - - u - - u - -u -
P O S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

- 9 - - 0 - - 0 - - 0 - - 0 - - 0 -
- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
- n - J L - . . . . - 0 - - 0 - - 0 -

AN ALYS IS  : (Attach a separate page if necessary)

There is no fiscal impact to the Division of Insurance.

Prepared by : John  L . G e o rg e , D i r e c t o r
Division : In s u ra n c e _____________________

Agency
Distribution (by preparer) :  

Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget 
Impacted Agency(ies)

Phone: 465-2515 
n,,,.- 1/29/88

Approved by Commissioner:
Agency: Commerce & Economic Development 7

page of



FISCAL NOTE
REQUEST:_____________________________________

Revision Date:____________________ Agency Affected: Department of Administration
Title: An act relating to insurance  BRU: Retirement and Benefits________________
coverage for alcoholism.______________  ________________________________________
Sponsor: Binkley Components : Retirement and Benefits__________
Requestor:________________________ __________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
O P E R A T I N G FY 88 FY 89 FY 90 FY 91 ” FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND 4 STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0
t o t a l  O p e r a t i n g 0 0 0 0 0 0

CAPITAL 0 1 0 0 0 0 1 0

REVENUE o 0 0 0 0 1 0

FUNDING: (Thousands of Dollars)
CENERAL FUND 0 0 0 0 0 1 0
FEDERAL FUNDS 0 0 0 0 0 I 0
OTHER 0 0 0 0 0 I 0
TOTAL 0 0 0 0 0 1 0

POSITIONS: 0 0 0 0 0 0
FULL-TIME 0 0 0 1 0 0 0
PART-TIME 0 0 0 ! 0 0 0
TEMPORARY 0 0 0 I 0 0 0

ANALYSIS: (Attach a separate page if necessary)

Since the State already provides this form of coverage, there is no 
anticipated increase in the division's budget requirements or the State's 
health insurance premiums resulting from this bill.

Prepared By: ifo^^^sta^k^r
Di V i S i On : Retirement and Benefits

Approved by Commissioner: John M. Andrews
Agency: Department of Administration______

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

Phone:
Date:

A65-AA70
February 1, 1988

Date: P ./ t f

Page i of _i_

Rev: 1/11/87 9/6K5/020187-03/142
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• FOR

HOUSE BILL NO. 403

"An Act relacing to insurance coverage for treatment of 
alcoholism and drug abuse."

Passage of HB 403 would require providers of health insurance 
to i n d u c t  treatment for drug and alcohol abuse uith benefits 
of at least $7,000 over two consecutive years and lifetime 
benefits of at least $14,000. Benefits would be adjusted 
annually to correspond to the consumer price index. Insurers 
could not require higher deductibles for the cost of this 
treatment than for other types of coveraqe. not require 
prenoification of treatment, a second opinion concerning 
treatment, a specific form of treatment or limit coverage to 
either an inpatient or outpatient basis. Insurers could not 
exclude coveraqe for medical or psychiatric evaluation, 
activity or family therapy, counseling, or prescription drugs 
or supplies received at an approved treatment facility. 
Insurers may not deny coverage for the sole reason that 
treatment was not completed. A definition is provided for 
alcoholism and drug abuse. Approved treatment facility is 
defined as treatment in a facility approved under AS 
47.37.140 (Uniform Alcoholism Intoxication and Treatment 
Act.) Treatment would include both inpatient and outpatient 
services. The effective date on HB 403 is January 1, 1989.

From a public health and public safety perspective alcoholism 
and drug abuse seriously impact the lives of many Alaskans. 
These substances contribute to the alarmingly high state 
rates of accidental personal injury and death. Alaska ranks 
consistently among the leading states in the per capita 
consumption of alcoholic beverages. This high level of 
consumption places Alaskans at risk for related illnesses 
such as cancer, infectious diseases, and diseases of ihe 
liver and pancreas. Living in an alcoholic or drug abusive 
home can also contribute to a variety of stress related 
disorders among family members.

Like many preventive approaches to public health problems, 
the cost versus benefits achieved with the passage of HB 403 
will be difficult to measure. However, evidence exists that 
alcoholism treatment costs can be offset by a reduction in 
overall health care costs within two to three years following 
the initiation of treatment.



Holder and Blose studied the impact of alcoholism treatment 
on health care utilization and costs for health insurance 
enrollees under the Federal Employees Health Benefit 
Program U )  Their results indicated that monthly health care 
costs for families with an alcoholic member uere almost twice 
as high as health care costs for families uith no aparent 
alcoholic member. The results of the study showed that 
following the initiation of alcohol treatment, the health 
care costs of alcoholics declined significantly. Total 
health care costs averaged $294 per month during the six 
months following the initiation of treatment, but only $194 
per month by the third post-treatment year.

Another study, bv Holder and Hallan (2) of public employees 
in California, yielded similar findings, and a five-year 
follow-up of 90 families of alcoholics showed a reduction in 
monthly medical expenditures of $72. per person, bringing 
them to the same level as a comparison group of non alcoholic 
fami lies.

It has been suggested that following the passage of HB 403, 
employers' health insurance premiums could increase. tJe are 
unable to determine the validity of this claim. However, 
even though claims may increase initially, and we recognize 
that this may cause some hardship on some employers, evidence 
suggests that alcohol and drug abuse coverage decreases the 
use of benefits for related medical conditions thereby 
offsetting premium increases in the long run.

Many of the alcohol and drug abuse treatment policies 
currently in effect in Alaska only cover treatment which is 
provided in a hospital or bv a physician. HB 403 provides 
for treatment in all programs approved by the SOADA under AS 
47.37.140. This provision would make current drug abuse and 
alcohol coverages more cost-effective by allowing treatment 
in settings which are less expensive than those provided by 
physicians or hospitals. This would result in greater access 
to service and make all coverage more cost-effective.

Presently, 34 states have similar legislation. Under the 
duties of this department's Office of Alcoholism and Drug 
Abuse (SOADA), AS 47.37.040(16) mandates that the SOADA shall 
“encourage all health and disability insurance programs to 
include alcoholism as a covered illness.” At a November 1987
meetinq the Review Board on Alcoholism and the Advisory Board
on Drug Abuse passed the following resolution: "Resolved
that: The State of Alaska should require that medical
insurance policies should be required to reimburse for
alcoho 1ism and drug abuse treatment services including those 
that are state approved."
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The Department of Health and Social Services is supportive of 
the approach and intent contained in HB 403.

1. 

2.

Myra fl. Munson Date

Harold Holder, Ph.D. and James Blose, MPP. A 1coho 1ism 
Treatment and Total Health Care Utilization and Costs. 
JAMA." SeptemFir" Y9". 1988.~ V o 1 . 2 5 3 7 W T T 1 -------------

Harold Holder. Ph.D. and Jerome Hallen, Dr.P.H., Medical 
Care_and_A_l_coh_o 1 ism Treatment Costs and Utilization; A- 
Five Vear Analysis of the California Pilot Project to 
Provide Health Insurance Coveraqe for Alcoholism, 
National Institute on Alcohol Abuse and Alcoholism,

(Contract ADM 291-79-0008), December 1981

PP-HB403



STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version: House Bill No. 403 
R E Q U E S T : __________  Publish Dale : ____________________

Revision Date: , „  Agency Affected: Health & Social Services
Title: "An Act relating to insurance cover- rrii- Alcohol & Drug A b u s e  Services 

age for treatment of alcoholism and drug abuse."  " _____________
Sponsor: Boyer_________________________ _ Components : — ______________________________
Requestor:____________________________________  ______________ ______________________________

E X P E N D IT U R E S / R E V E N U E S :  (Thousands o f Dollars)

O PERA TIN G F Y  87 FY  88 F Y  89 FY  90 FY  91 F Y  92

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

T O T A L  O PERA TIN G -0- -0- -0- _ -0- _____ -0-

CAPITAL | -0- -0- -0- -0- -0- -0-

RE V ENUE -0- -0- -0- -0- -0- -0-

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

GENERALFUND 
FEDERAL FUNDS
o t h e r

TOTAL

P O S IT IO N S :

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach * separate page if necessary)

The enactment of HB 403 would have no direct fiscal impact on the 
Department of Health and Social Services.

hv• Matthew Felix by Georqe Mundell w.™*. 586-6201 1 $

y' ATHhoTrsTTnd'Drug'ifee   ^ ‘" 27 1 788-

Approved by Commissioner: 7 U .    Date: sJf,
A gency:_____________ ___________________________________________
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agencyfies) P*Se --------- of
Senate Secretary



ISSUES
MANDATED GROUP HEALTH INSURANCE 

FOR
ALCOHOLISM AND DRUG ADDICTION 

THE NEED

Alcoholism and drug addiction are p r i m a r y  diseases that kill thousands 

of Alaskans each year. Addiction is, however, eminently treatable and 

t h ere are 45 p r o g r a m s  a p p r o v e d  and p a r t i a l l y  f u n d e d  by the s t a t e  to 

t r e a t  a d d i c t i o n .  As m a n y  as 35% of the e m p l o y e d  p a t i e n t s  s e e k i n g  

treatment in Alaska find that they have no insurance coverage or sadly 

inadequate coverage to pay for the costs of necessary treatment. They 

are le f t  w i t h  b o r r o w i n g  m o n e y  or r e t u r n i n g  to t h e i r  a d d i c t i o n  u n t i l  

they become unemployable and seek public support.

The intent of AS SB 363 is simply to recognize chemical addiction as a 

disease that deserves the same consideration in group health insurance 

p o l i c i e s  as cancer, h e a r t  d i s e a s e  and o t h e r  c o m m o n  illnesses. T h e  

bill sets m i n i m u m  levels of reimbursement for treatment and mandates 

the s a m e  s a f e g u a r d s  for t r e a t i n g  a l c o h o l i c s  and d r u g  a d d i c t s  as the 

insurer provides for victims of other diseases. The long term impact 

on the insurance industry should be a cost savings since a) studies by 

i n s u r e r s  (i.e., P h i l a d e l p h i a  B l u e  Cross, C a l i f o r n i a  b l u e  Cross) ha v e  

shown that untreated alcoholics and their families use as much as 10 

t i m e s  the a m o u n t  of h e a l t h  c a r e  s e r v i c e s  as the n o r m  and b) o t h e r  

s t u d i e s  (i.e., N a t i o n a l  C o u n c i l  on Alcoholism,. U.S. H e a l t h  and H u m a n  

Services) r e f l e c t  that 33% of g e n e r a l  h o s p i t a l  beds are f i l l e d  w i t h  

patients being treated for illnesses directly related to addiction.



Expected Pro and Con Arguments

Con

State should not mandate 
insurance coverage.

Mandate will not affect policies 
written out of state.

Mandate actually shows favoritism 
for alcoholism and drug addiction.

Mandate costs too much.

Mandate will increase costs 
of State employee coverage.

Mandate will increase out of 
state hiring.

Pro

State already mandates coverage 
f o r  n e w b o r n s  a s  w e l l  a s  
m a n d a t o r y  p a y m e n t  to a w i d e  
r a n g e  of p r o v i d e r s .  N e i t h e r  
insurers or employers, due to 
c o l l e c t i v e  denial, w i l l  add 
a d d i c t i o n  c o v e r a g e  w i t h o u t  
mandate.

26  s t a t e s  a l r e a d y  h a v e  
mandates (including Washington 
a n d  O r e g o n ) .  I n  t h e  
e x p e r i e n c e  of 7 o t h e r  states, 
l a r g e  n u m b e r s  a n d  s e l f -  
insurers use law as guidelines 
in establishing a standard for 
t h e i r  e m p l o y e r s  a n d  
subscribers.

Proposal would simply begin to 
g i v e  p a r i t y  t o  a d d i c t i o n  
t r e a t m e n t  i n  h e a l t h  c a r e  
plans, other c o m m o n  illnesses 
c a r r y  m u c h  h i g h e r  r e i m b u r s e­
m e n t  l e v e l s  t h a n  t h o s e  in the 
bill.

H i s t o r i c a l l y ,  o n l y  1/2 of 1 
p e r c e n t  of subscribers having 
c o v e r a g e  a c t u a l l y  u s e  
c o v e r a g e ,  a v e r a g e  p r e m i u m  
i n c r e a s e  in 7 s t a t e s  is 4%, 
o f t e n  m u c h  less (e.g., b l u e  
Cross of Washington requested 
2.5% i n c r e a s e  after enactment 
o f  W a s h i n g t o n  r e g u l a t i o n s ) .  
W e  already pay 170-200 million 
dollars a year in costs due to 
untreated alcoholism.

If b i l l  is a d j u s t e d ,  t h e  
c o v e r a g e  f o r  i n p a t i e n t  
treatment could drop to 7,000 
from an unlimited amount right 
now. T h e r e  s h o u l d  be a c o s t  
savings if this occurs.

Blatantly emotional, obstruct­
i v e  a r g u m e n t .  T h e  issue is 
n o t  l a r g e  e n o u g h  to c a u s e  a 
ripple in this area.



Donna K., 16 years old, brought to treatment after suicide attempt and 
lo n g  d r u g  and a l c o h o l  a d d iction. P a r e n t s  i n s u r a n c e  c o n t r a c t  
would not reimburse for inpat i e n t  t r e a t m e n t  d e s p i t e  c l e a r  need 
for same. P a t i e n t  m a i n t a i n e d  on an o u t p a t i e n t  b a s i s  w h i l e  
parents seek money for i n p a t’ent stay.

C h a r l e s  T., 35 y e a r s  old, a r r i v e s  for t r e a t m e n t  a d m i t t i n g  a d d i c t i o n  
has c a u s e d  h i m  to m i s s  40 d a y s  of w o r k  and e s t r a n g e  family. 
I n s u r a n c e  p l a n  a l l o w e d  o n l y  $ 2 , 0 0 0  o f  c o v e r a g e  w i t h  4 0 %  
c o p a y m e n t .  D i s c o u r a g e d ,  he has c o n t i n u e d  and d r i n k i n g  and has 
lost his job.

Some Actual Cases (Fictionalized Names)



Iffect of Mandated Drug, 
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T
here exists within the health 
care sector a considerable 
controversy over the issue o f 
how to meet the costs o f  pro­
viding care for mental illness, 

alcoholism , and drug dependency. A

(
'jo r issue in this debate is the trend 
wards legislative mandates to in­
clude cent in minimum benefits for 
mental illness, alcoholism , and drug 
dependency in insurance plans o f­

fered by insurers and health mainte­
nance organizations. At this writing, 
over twenty states mandate some form 
o f these benefits and such legislation 
is under consideration in a number o f 
other states.

There is significant reluctance on 
the part o f many insurers and health 
maintenance organizations to em­
brace any form  o f mandatory bene­
fits. The insurers and health main­
tenance organizations have expressed 
the belief that provision o f such bene­
fits should be the choice ,of the indi­
vidual o r group purchaser.

The care providers fo r such i l l­
nesses. and other advocates o f such 
care, contend that the social stigma 
and general denial systems o f these 
illnesses prevent a groundswell o f de­
mand for such benefits by the public. 
They further contend that employers

C
 o are aware o f this public percep- 
n do not feel meaningful pressures 

to voluntarily provide or expand bene­
fits o f this nature.
Against this background, a chorus 

o f c la im s and counterc laim s has

arisen from  both camps. Centra l 
among these claims are four issues 
which this report attempts to explore. 
They are:

(1 )  A number o f  insurers and 
health maintenance organ izations 
claim  that mandating benefits fo r 
mental illness, alcoholism , and drug 
dependency w ill d ram atica lly in­
crease premium costs for health care 
protection and be disruptive to the 
health care delivery system.

(2 ) Some insurers and health main­
tenance organizations indicate that 
mandating these benefits w ill acceler­
ate a trend by employers towards self- 
insurance as a means o f  avoiding the 
impact o f the mandates, since at this 
time there is a legal question as to 
whether self-insured plans must com­
ply with most existing legislation.

(3 ) Many insurers and health main­
tenance organizations also contend 
that individuals and employers faced 
with the increased costs o f  health cov­
erages because o f  mandated benefits 
will severely curtail o r terminate their 
existing group insurance programs.

S
'~ (4 ) A number o f providers o f  care 
for mental illness, alcoholism , and 
drug dependency claim that mandat­
ing such benefits will lead to signifi­
cantly increased utilization o f  such 
benefits. While conceding that this in­
creased usage may result in modest 
increases in costs for such protection, 
they contend that there w ill be an o ff­
set in savings through less general med- 

i ical and hospital services utilization.

It is the purpose o f this paper to ex­
plore these four issues by reviewing 
the actual health insurance experience 
in six states which have had mandated 
benefits in some form for a period o f 
time. The six states reviewed in our 
report are Arkansas.. Connecticut. 

Maryland. Massachusetts. O reaon1 
and Wisconsin. These states were se- 
lected for their many diverse charac­
teristics to provide balance to the 
report. They differ in region, popula­
tion. economy, and other important 
social measurements. Their mandat­
ed benefits were incepted at different 
points in time and differ widely in 
structure.

M ethodology_____________________
The relatively short period o f  time 

since Wisconsin enacted the first 
mandated health insurance legislation 
in 1972 has made it difficult to obtain 
hard data on claim experience on 
mental health, a lcoho l, and drug 
claims in post-mandated bencot peri­
ods as contrasted to prc-mandaicd 
benefit periods. In the absence o f such 
data, we conducted our study hv eon- 
tactinc sources located in the six sti dy 
states’who had been actively mv< 
in the pricing, administrutic 
marketing o f large numbers t 
health insurance plans during ,.i 
pre-mandated and post-mandated 
periods. No individual coverauc ex­
perience wn»j ^udied.

A total o f thirty-one sources were
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odologies vary among companies.
GAAP accounting also usually ac­

companies return on equity calcula­
tions. Thus, stock insurers that have 
used GAAP primarily for external re­
porting purposes are having to extend 
and modify their systems for internal 
reporting and many mutual compan­
ies are being introduced to GAAP for 
the first time. By necessity, the finan­
cial officer has been heavily involved 
in the implementation of these exten­
sions of GAAP.

Conclusion
These are but a few examples of 

how demands on the life insurance fi­
nancial officer have gready expanded 
in recent years as concerns regarding 
profitability and solvency have in­
creased. These demands will con­
tinue to expand, at least over the short 
term, as the industry continues to ad­
just to the new environment.
(UR Code No. 4400.00/4000.00)J
Stephen W. Forbes is senior vice president 
of LOMA’s Financial Planning and Control 
Division. He has published over 20 artides 
on insurance and has won numerous re­
search awards. He holds a PhD in Business 
and Applied Economics from the University 
of Pennsylvania where he was a Huebner 
Fellow.
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. . .  in some states legislation requires inclusion of the 
mandated benefits in all group insurance provided in the state. f t

(

contacted. A ll o f  the sources respond­
ed . These sou rces adm in istered
84 .500  plans in the study states cover­
ing a total o f  8 .8 2 2 ,1 0 0  participants. 
The sources have access to very sig­
nificant data from  both a quantitative 
and qualitative standpoint. The major 
carrier responded in each state. The 
largest national private carrie r re­
sponded in each state. A national ac­
tuarial consulting firm  responded for 
a ll states. A large national employer 
with locations in five o f the six states 
responded fo r those five states. The 
balance o f  the responses were from 
m ajor group insurers and indepen­
dent agents located in the states stud­
ied. The respondents’ answers were 
recorded exactly as given: however, it 
is obvious the respondents tended to 
round their numerical responses.

We have utilized data on mandated 
legislation that is aged fo r several 
years. This was done to present a 
mandated benefit structure fo r each 
state that would track as closely as 
possible with the period studied. The 
period studied was from the effective 
date o f  the mandates to a point thirty- 
six months after the mandates became 
effective. There may well be differ­
ences in the mandated benefits illus­
trated in the study and some legisla­
tion now in place.

Certain clarifications as to termi­
nology are important. In questioning 
the experience o f  the respondents as 
to cost history, the respondents were 
asked not only i f  premiums increased 
but i f  prem ium s would have de­
creased in the absence o f  the mandat­
ed mental health, a lcoho l, and drug 
dependency benefits. This is impor­
tant because respondents indicated 
some leveling o f costs in recent years 
due to cost containment programs. 
We are also aware that it might not be 
desirable politically o r from  a mar­
keting standpoint fo r an insurer to ac­
knowledge cost increases fo r mandat 
ed benefits. It would not be difficult 
for the insurer to make internal rate 
adjustments to reach desirable pricing 
levels.

In regard to “ mandated benefits," 
the term has a different meaning in 
different states. For example, in some 
states legislation requires inclusion o f 
the mandated benefits in a ll group in­
surance n-ovided in the state. In other 
states, the insurer o r health mainte­
nance organization must provide the 
benefit as an option for an employer to 
elect. In yet a third arrangement, an 
employer has the option, by written 
refusal, to waiver the mandated bene­
fits.

It should be noted as a point in in­
terest, there are many other mandated 
benefits that do not deal with mental 
illness, a lcoho l, o r  drug abuse issues 
which are in place in the states we 
studied.

I
t should be noted that in access­
ing the move from insured to 
self-insured health plans by em­
ployers. we measured the move­
ments that were solely attribut­
able to mandated benefits o r where 
mandated benefits were the major 
causative factor in the respondents' 

view. This is important because there 
are two points to consider in evaluat­
ing the movement o f  plans from in­
sured to self-insured status. The first 
point relates to the size o f the group 
involved. The respondents indicated 
that a group o f  less than 100 partici­
pants was not generally ••’ ppropriate 
for self-insurance. This fact has par­
ticular significance in that the number 
o f employers with less than 100 em­
ployees generally significantly out­
numbers thosr employers with more 
than 100 employees. The second 
point is that mandated benefits are on­
ly one o f  the reasons, according to re­
spondents. that such plans change 
status.

Table One 
Mandated Benefits in Place 

During Period Studied 
A rkansas

Drug— No benefits in legislation 
during period studied.

A lcohol— No benefits in legislation 
during period studied.

Mental Health—There are no mini­

mum benefits specified fo r inpatient 
treatment. Reimbursement for ser­
vices in a licensed outpatient psychi­
atric center on a par with those for 
health care services in a hospital. 
Minimum for both inpatient and out­
patient o f S4 .000  per year. Employer 
must sign waiver to delete these bene­
fits from  coverage.

Connecticut 
Drug—There were no drug benefits 

during the period surveyed.
A lcohol— For Group and Individ­

ual plans the benefits provide tor 45 
days inpatient coverage in a hospital 
or residential facility.

Mental Health— Inpatient benefits 
provide for at least 60 days fu ll hospi­
talization or 120 sessions o f  partial 
hospitalization in a hospital (whether 
o r not operated by the State) in anv^- 
calendar year. I

Outpatient benefits provide a de-^"- 
ductible on a par with that fo r other 
illnesses. 50% copayment with man­
dated maximum benefit o f  up to
S I .000 in any calendar year. Avail­
ability o f additional benefits, up to a 
maximum o f S I . 000  at option o f 
group policyholder with deductible or 
copayment provisions on a par with 
those for other illnesses.

M ary land  
Drug— Inpatient benefits cover 21 

days; there is a S 1.000 outpatient ben­
efit with 80% copayment.

A lcohol— For Group plans only, 
the benefits provide 7 days detoxifica­
tion: 30 days residential: 30 outpa­
tient visits for at least S I . 000 with a 
lifetime limit o f 120 inpatient days 
and outpatient visits combined.

Mental Health— Inpatient benefits 
provide at least 30 days fu ll hospital­
ization in any calendar year or benefit 
period. Mandates optional availabil­
ity for partial hospitalization. Where 
a patient lives at home part o f the nmi» 
and spends .some time in a tre a tm en t”  
program.

Outpatient benefits provide copay­
ment o f up to 50% o f the benefits pro­
vided for other types o f illness.
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Massachusetts
Dnig— There were no drug benefits 

during the period surveyed.
A lcohol— For Group and Individ­

ual plans and Health Maintenance O r­
ganizations the benefits provide fo r 30 
days inpatient and S500 outpatient 
coverage.

Mental Health— Inpatient benefits 
provide at least 60 days fo il hospital­
ization in a licensed/accredited pub­
lic/private mental hospital in any cal­
endar year. Benefits and limitations 
on a par with those fo r other illnesses.

Outpatient benefits provide up to 
S500 per year fo r services furnished 
by a comprehensive health service o r­
ganization, a licensed/accredited hos­
pita l, an approved mental health 
center, and other mental clinics o r day 
care centers with fomished mental

(
alth services o r services provided 
a licensed psychotherapist, psy­

chologist, o r clinical social worker.
O regon

Drug—There were no drug benefits 
during the period surveyed.

A lcohol— For Group plans only, 
the benefits provide for S6.000 per 
24-month treatment period with mix 
o f inpatient, residential, and outpa­
tient and with usual copayments and 
deductibles.

Mental Health— General: M axi­
mum overall benefit o f up to S9 .000 in 
any 24-consecutive month period (un­
less payments are fo r both chemical 
dependency, including alcoholism , in 
which case an overall benefit cap o f
S6.000 may be applied.) Deductibles 
and copayments on a par with those 
for other illnesses.

Except as noted above, inpatient 
benefits provide fo r not less than
S7.500 in any 24 consecutive month 
period for fu ll hospital o r other health

Table Two 
Study Results— By Individual States

C' I )  Some 22 sources provided boih statistical
l  and background information. A number 
organizations had sources reporting in more 

ihan one state. One source omitted a question 
uue to premium tracking oifficulty. Further de­
tails regarding this study are available to inter­
ested readers from the authors.

Insured-
States and 
Plans Surveyed Increase in Premium

Self-
Insured

Plans
Terminating

Offsetting 
Cost Reductions

Arkansas None 0 None None None -  33%
Groups—6.420 1-556 - 0 Significant -  0
Participants 5-10% - 100% Too early

619.700 10-15% - 0 to determine -  67%
Connecticut None 75% None None None -  40%
Groups—16,400 1-5% - 25% Significant -  20%
Participants 5-10% - 0 Too early

1.565.000 10-15% - 0 to determine -  40%
Maryland None 42% None None None -  29%
Groups—13.750 1-5% - 0 Significant -  0
Participants 5-10% - 58% Too early

1.295.600 10-15% - 0 to determine -  71%
Massachu' None 40% None None None - 75%
Grot'- 1-5% - 40% Significant - 0
Pan'- 5-10% - 0 Too early

10-15% - 20 r to determine - 25%
None 33% None None None - 33%

- p s - 1.060 1-5% - 0 Significant - 33%
Participants 5-10% - 67% Too early

822.400 10-15% - 0 to determine - 34%

Wisconsin None 25% None None - 50%
Groups—5.830 1-5% - 0 None-88% Significant - 23%
Participants 5-10% - 75% Modcsi-12% Too early

755.000 10-15% - 0 to determine - 22%

faciiity within the do lla r iimit for in­
patient.

Except as noted above, outpatient 
benefits provide not less than 52 ,000  
in any 24 consecutive month period.

Wisconsin
Drug— For Group plans only, the 

benefits provide 30 days inpatient 
coverage and the first S500 o f  outpa­
tient treatment.

A lcoho l— For Group plans only, 
the benefits provide 30 days o f inpa­
tient coverage: and the first S500 o f 
outpatient coverage.

Mental Health— Inpatient benefits 
provide at least 30 days fu ll hospital­
ization in any calendar year in ap­
proved public o r private hospitals. 
Benefits on a par with those for ether

illnesses. Partial hospitalization in­
cluded under outpatient coverage.

Outpatient coverage provides not 
less than S500 in any calendar year, 
includ ing partia l hosp ita liza tion . 
(State may adjust the do lla r limit ev­
ery two years.) Benefits on a par with 
those fo r other illnesses.

Summary
Composite Results for All 
Sources

( I )  3555 o f the sources indicated 
there was no measurable premium in­
crease in the plans they covered attrib­
utable to the inception o f mandated 
benefits.1

11 % o f  the sources indicated that
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0 0  Without exception the respondents indicated there had been 
no plan terminations due to mandated mental health, alcohol, 
and drug benefits. § #

they had experienced premium in­
creases in the 1-5  % range in the plans 
they covered attributable to the incep­
tion o f  mandated benefits.

50%  o f the sources indicated that 
they had experienced premium in­
creases in die 5 -1 0%  range in the 
plans they covered attributable to the 
inception o f mandated benefits.

3%  o f the sources indicated that 
they had experienced premium in­
creases in the 10 -15%  range in ne 
plans they covered attributable to the 
inception o f  mandated benefits.

(2 ) 98%  o f  the sources indicated 
there had been no change from  in­
sured to self-insured status due so le ly 
to the mandated benefits in the plans 
which they administered.

2%  o f  the sources indicated chang­
es fiom  insured to self-insured status 
due so le ly to the mandated benefits in 
the plans which they administered.

(3 ) None o f  the sources in ou r 
study states indicated that there had 
been any plans terminated due to the 
implementation o f  mandated benefits.

(4 ) 14% o f  the sources indicated 
they had experienced measurable cost 
reductions in other areas since the im­
plementation o f  mandated benefits in 
plans which previously did not o ffe r 
coverage in the mandated benefit ar­
eas o r offered lim ited coverage in 
those areas.

43%  o f the sources indicated there 
had been no offsetting cost reductions 
in other coverage areas since the in­
ception o f  mandated benefits.

43%  o f the sources indicated that it 
was too early to determine i f  there had 
been savings in other coverage areas 
since the inception o f mandated bene­
fits.
Observations

The composite figures indicate a 
consistency o f response throughout 
the six states studied despite their 
aforementioned differences. 
Premium Increases

We found no dramatic premium in­
creases in the states studied due to 
mandated mental health, a lcoho l, and

drug benefits. Some respondents in­
dicated that a reason fo r this was that 
although individual claims fo r the 
mandated benefits may be significant, 
the number o f  claims fo r these bene­
fits as a percentage o f the total claim 
exposure was not significant in their 
experience. Another reason given fo r 
the moderate premium increases is 
that many plans already had benefits 
in place for mental health, alcohol, 
and drug abuse which approached, 
equaled, or exceeded the mandated 
benefits. The m ajor carrier reported 
premium decreases in two states after 
mandated benefits were enacted. We 
believe it fair to assume that in many 
cases the premium increases indi­
cated were the result o f prospective 
rate increases by the insurers as op­
posed to rate adjustments based on ac­
tual experience. The respondents, in 
large numbers, indicated they simply 
had no hard claims figures on the 
mandated benefits being studied. It is 
interesting to note that a m ajor carrier 
estimated claims made for substance 
abuse (not including mental health) 
were less than one-half o f  one percent 
o f  total claims. Another area not dealt 
with in ou r study but o f considerable 
interest is the effect o f costs occa­
sioned by the involvement o f family 
members in the treatment o f sub­
stance abuse patients. It has been indi­
cated that health care providers seek­
ing reimbursement fo r family ser­
vices are.assigning nervous o r mental 
health diagnosis such as "adolescent 
adjustment disorder" o r "stress" to 
the family members (Science Man­
agement Technology Study 1981.)
Trend to Self-insurance 

The two percent o f the respondents 
reporting plans changed so le ly due to 
mandated benefits indicated only five 
plans were actually changed. The re­
spondents reported a modest trend to 
self-insurance in plans o f  over one 
hundred lives: however, reported that 
mandated benefits were a minor con­
sideration in that trend. Cash tlow. 
plan design flexibility, and elimina­

tion o f premium taxes in states where 
they exist, were cited as the main rea­
sons fo r the movement to self-insur­
ance. Future legislative efforts at the 
federal level could impact on this area 
i f  “ qualified plans" were dealt with in 
regard to mandated benefits as con­
trasted to the current state approach 
which deals primarily with insurers 
and health maintenance organ iza­
tions.
Plan Terminations

Without exception the respondents 
indicated there had been no plan ter­
minations due to mandated mental 
health, alcohol, and drug benefits.
Offset Savings

No conclusion as to whether mean­
ingful offset savings had been experi­
enced could be reasonably deter­
mined from the sources' responses.. 
The respondents differed more on thif 
question than any other. It was in t e r ­
esting to note that those sources re­
porting offset savings were associated 
with the administration o f  plans with 
large numbers o f participants. These 
respondents note that outpatient costs 
had increased with utilization after 
mandates, however, inpatient costs 
had decreased and the total o f  outpa­
tient and inpatient costs had de­
creased. A reason cited fo r this result 
was that many participants no longer 
had to enter a hospital in order to re­
ceive benefits for mental health, alco­
hol. o r drug abuse. Another factor to 
be reckoned with over time is the shift 
in costs resulting from previous mis­
diagnosis o f drug, alcohol, and men­
tal health claims. It is not uncommon 
for the family physician to label these 
clairss differently in order to allow the 
patient to avoid stigma and discrim i­
nation. and to obtain reimbursement 
where none is provided under drug, 
alcohol, o r mental health.
(I/R  Code No. 3 250 .0 0 )J
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surance and lax  p lanning f i rm . P r io r  to her 
association w ith the firm . M s. B rowne was
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v insurance Premiums

Office Manager for Aetna Life and Casu­
alty in Cleveland, OH.
Raymond F. Browne Is an ofTIcer in The 
Browne Company. He attended the Univer­
sity o f Maryland. Mr. Browne’s articles 
have appeared previously in this Journal 
and other publications. Enrolled to practice 
before the Internal Revenue Service, he has 
lectured before professional groups 
throughout the country on tax planning.

Susan T. McLaughlin received her BA at the 
University of Toronto, MAT at Reed Col­
lege. MSUP at Columbia University, 
and EdD at Harvard. Dr. McLaughlin is a 
healthcare consultant in Washington, DC.

Cynthia D. Wagner received her BA in Eco­
nomics from Chatham College in 1975. Ms. 
Wagner is Vice-President for Comprehen­

sive Benefits Service Co.. Inc. Prior to this 
affiliation she was Vice-President. Sales in 
the group division o f United States Life In­
surance Co.
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Oliver Place. Columbia. MD 21045.

"Formal Policy Statement on Youth Alcohol 
and Drug Problems Adopted By The American 
Bar Association On July 10. 1985."

"A Study of Effectiveness o f the Texas Leg­
islation for the Coverage ot Alcoholism and 
Drue Abuse." prepared bv Rudd and Wisdon— 
1985.

c

v

B

U.S. POSTAL SERVICE 
STATEMENT OF OWNERSHIP.

MANAGEMENT AND CIRCULATION 
/Required by 39 U.S.C. J6X5)

1. Tide of Publication: Journal of the American Society or'CLU & ChFC 
la. Publication No.: 119120

2. Date of filing: September 10,1986
3. Frequency of issue: Bimonthly

3A. No. of issues published annually: 6 
3B. Annual Subscription Price: 524.00

4. Complete mailing address of known office of publication: 270 Bryn 
Mawr Avenue. Bryn Mawr. PA 19010

5. Complete mailing address of the headquarters of general business offices 
of the Publisher 270 Bryn Mawr Avenue. Bryn Mawr. PA 19010

6. Names and complete addresses of publisher, editor, and managing edi­
tor: Publisher: American Society of CLU & ChFC. 270 Bryn Mawr Ave.,
Bryn Mawr 19010. Editor: Kenneth Black. Jr.. CLU. Georgia State Univer­
sity., Univ. Plaza. Atlanta. GA 30303. Managing Editor Edward H. Armsby.
American Society of CLU & ChFC, 270 Bryn Mawr Ave.. Bryn Mawr. PA 
19010

7. Owner (If owned by a corporation, its name and address must be stated 
and also immediately thereunder the names and addresses of stockholders 
owning or holding I percent or more of total amount of stock. I f  not owned by a 
corporation, the names and addresses of the individual owners must be given, 
if cwned by a partnership or other unincorporated firm, its name and address, 
as well as that of each individual must be given. If the publication is published 
by a nonprofit organization, its name and address must be stated.) (Items must 
be completed.) American Society of CLU & ChFC. 270 Bryn Mawr Avenue.
Btyn Mawr. PA 19010

8. Known bondholders, mortgagees, and other security holders owning or 
holding I percent or more oftotal amount of bonds, mortgages or other secun- 
-s  (I f there are none, so suite I None

*. For completion by nonprofit organizations authorized to mail at special 
iates ISection 423.12 DMMonly) The purpose, function, and nonprofit sums 
of (his organization and the exempt sums for Federal income tax purposes has 
not changed during preceding 12 months.

A v e ru y e  N o . 
C o p i e s  E u d i  I s s u e  
D t i n n n  P r e c e d in g  

1 2  M o n t h s19. Extent and nature o f 
circulation
A. Tou l No. Copies Printed tNet 

Press Runt 
Paid Circulation
1. Sales through Dealers and 

Cartiers. Street Vendors and 
counter sales

2. Mail Subscription
C . Tou l Paid Circulation i S u m  o f  

I 0 B I  a n d  1 0 8 2 )
D. Free Distribution by Mail.

C am er o r Other Means Sam­
ples. Complimenury. and 
Other Free Copies

E. Tou l Distribution (S u m  o f C  
a n d  D )
Copies Not Distributed
1. Office Use. Lett Over 

Unaccounted. Spoiled alter 
Printing

2. Returns from News Agents 
G. Tou l IS um  o f ' E .  F t  a n d  2 —

s h o u ld  e q u a l  n e t  p r e s s  r u n  
s h ow n  in  A )

I certify that sutemems made by me above are correct and
F. Robert Titus. Mgr. Support Svcs.

F.

42.265

None
39.751
39.751

248

39.999

2.266

None

42.265

A c t u a l N o . 

C o p i e s  o f  S i n e le  
Is s u e  P u b l i s h e d  
N e a r e s t  t o  F i l i n i ; 

D o t e

42.582

None
41 .220

41 .220

205

41.425

1.157
None

42.582
complete.



W HEREAS alcoholism  and its effects on families, the workplace and 
communities has recently been the focus o f the numerous news 
reports in Anchorage D a ily  News and N ew sweek magazine, among 
others; and

W HEREAS the Governor's Interim  Commission on Children and Youth 
(G IC C Y ) has issued their fina l report which recognizes that young 
children and adults are at risk o f fam ily  violence and abuse; and

W HEREAS children o f alcoholics and drug abusers are at risk and are 
a lso prime candidates fo r substance abuse themselves,;and

W HEREAS the G IC C Y  report recognizes that there are ways to deal
with substance abuse through education and treatment o f the abuser
as w ell as the members o f dysfunctional families; and

W HEREAS the state o f A laska spends m illions o f d o lla rs  a year on the
impacts o f substance abuse.through such programs as, Public 
Assistance , M edical Assistance, Foster Care, and the State O ffice o f 
A lcoho l and Drug Abuse, as w ell as increased costs fo r  the 
Department o f Pub lic  Safety and the Court system; and

W HEREAS th rity -fou r states already provide fo r e ither mandated 
insurance coverage o r required o ffe ring  o f insurance coverage fo r 
a lcoholism  and drug abuse treatment; and

W HEREAS the costs and effects o f a lcohol and drug abuse on the 
residents o f this state are very high, and it is important to a ll 
A laskans that there is an easy method fo r people cu rren tly  covered 
by health insurance to seek treatment;

W HEREAS without insurance, treatment is often put o f f  or never 
ob ta ined ;
T h e re fo re

BE  IT  RESO LVED  that the A laska State Democratic Party  supports the 
enactment o f leg is lation  requiring health insurance companies to 
provide coverage fo r  the treatment o f  ̂ alcoholism and drug abuse.

w o * /  ; i /heS5
J  r(

_____________________________________________________________  V

S ta te  Democratic P a rty  

February 6, 1988







Select ed A1aska Subst ance Abuse Fact s

Of the 260 drug arrests in 1985 cocaine uas involved in 
176. 57* of those arrested uere retailers folloued by
distributors, users, and wholesalers.

Alcoholics have a 30 times greater risk for suicide; 80?: 
of successful suicides are alcoho 1- r e 1 a t e d . Alaska had 
95 suicides in 1985.

In 1985 the equivalent of 4.35 gallons of absolute 
alcohol uas sold per person over age 21 in Alaska. The 
U.S. average, rate is 2.52 gallons per person.

58 traffic fatality accidents in 1985 resulted in 69 
alcohol-related fatalities. Each fatality is calculated 
to cost S306,000. uhich results in a total cost of 
321,114.000.

In 1982 there uere 1,474 liquor licenses in Alaska. In 
1986 there uere 1,706 liquor licenses or one license for 
every 178 Alaskans age 21 or over.

During the period of July 1985 through June 1986, 61* of 
the persons receiving alcoholism and drug abuse treatment 
services uere referred by the Criminal Justice System.

During 1985 youth aged 0-20 accounted for 14* of
alcoho 1-re 1ated driving fatalities. This same age group
only have 7.1* of the drivers licenses.

55* of all crime in Alaska is estimated to be
alcoho 1-re 1 a t e d . 16* of 1985 felony court filings uere
for drug-related charges.

The estimated value of drugs seized in 1985 by drug 
enforcement officers uas 39,012,409.

In up to 90* of child abuse cases alcohol is a 
significant factor. There uere over 9,500 reports of 
child abuse in Alaska in FY86.

Alcohol impaired persons accounted for 49.5* of 79 
pedestrian fatalities betueen 1980-1984. Additionally, 
30* of the drivers uere using alcohol at the time of 
these crashes.



■Sg n£CT gg CO MP UT AT IO NS  ON 
AL<Ji]hUL7 'J k u .' j I 'b LA  ' -  J  i  L ISTS

I l f e J j L l
1,2,3 P'JBUIC ASSISTANCE PAYMENTS: 5.328.21^

A MEDICAL ASSISTANCE PAYMENTS: 5.650,392

SOCIAL Faster Care, Institutional care far
6 SERVICES: children. Daycare, Protective Services, 3.713.444

Homemakers *(Some drug costs included)

MOTOR
3 VEHICLE: Accidents, Fatalities, Injuries, 31.903.460

Property Qamage

CRIMINAL Prosecution, Enforcement. Courts.
JUSTICE Corrections

1 3 . U  . SYSTEM: 73,644,355

SOAOA: I3.iO°.7CC

15.16. COSTS OF LOST PRODUCTION: 19.370.0CC
17,13,19

ESTIMATED INSTITUTIONAL EXCESS COSTS. HEALTH ANO
20 MEDICAL CARE: 19.569.C0C

21 COUNCIL ON OOMESTIC VIOLENCE: 3.510.260

TOTAL COSTS 1-38.SC4.421

12 Net Revenue to State from Licensure Fees and
Taxat ion

TOTAL REVENUE 14.368.432

10.11,12 Estimated Loss.of Inc-ome to Alaska Families 54.900.000

185.294.06' 
>14.368.432 

NET COST rrriTTzrtETE

Cost 185.294.061
Revenue

The State Spends 512.69 on Services for 
Each si of Revenue Collected for Alcohol 
Product s .

*»*S<jpoart ing calculations on follouing pages.

JG/19



TABLE 4

M ED ICA ID  PAYMENTS RELATED 
TO ALCOHOL, FY 3 4

. ictai
Medicaid Med1cai d Medicaid

cstimatad Al csno 1 - Estimated Al cano l - Casts for
Medicaid Percent Related Medicaid Percent Related Alcohol -
Cast far Al cchol - Casts for Cost for Al canal - Casts for Reiatad
AO's Per Related AO's Per AFDC k Related AFDC k AFDC, 21
Year AO Casas Year Under 21 AFDC k Under 21 AO Casas

Per Year Under 21 Casas Yaar Per Year

IS,117,431 201 $3,233,436 16,132,708 153 2,427,406 $5,550,392

S o u r c a :  01 v i s i o n  o f  M e d ic a l A s s i s t a n c e ,  C e p t *  o f  H e a l t h  and  S o c i a l  S e r v i c e s

TABLE 5

MEDICAL A*:.-, PUBLIC ASSISTANCE AGtSESATcD OIRECT COSTS ATTRIBUTABLE 
TO ALCOHOLISM- ANO ALCOHOL ABUSE, FT 34

U O S t  OT A l I
Catago ry Al cana 1 -Ra 1 ated

_ _ _ _ _ _ _  Cases Par Yaar

AFOC $2,331,914

•AO 1,249,314

A d u lt  P r o g r a m s  1 , 5 4 4 , 9 1 2

Medicaid 5,5=0,392

Total Alcanal- 
Related Assistanca Casts 10,377,532



TABLE 3

ECONOMIC COSTS OF EXCSSS MOTOR VEHICLE ACCIDENTS 
ATTRIBUTABLE TO ALCOHOLISM ANO ALCOHOL A8USE 

ALASKA, rY 34

Accident Type-
L-------

Number
1

Unit Cost 
(dollars)

4

Total Cost 
(dollars)

— X
EAA Excess Cost 

(dollars)

Fatal i ties 137 $306,000 $44,562,000 51.13 $22,322,232

[njuri es o,340 5,000 34,200,000 cn « in 5,301,000

Property
Damage

14,499
Actual

Reported
Damages

40,210,253 9.43 3,779,754

Total Excess 
Cost Attri­
butable to 
Alcohol Abuse S31,902.045

Sourca:

Caluian I. Provided by Alaska Department of Public Safety and the Depart­
ment of H1 gnways.

Column 2- Unit Costs far Alaska provided by Mr. .Mike La*is, Alaska Hlgnway 
Safety Planning Agency

Column 3, Product of Columns 1 and 2, Total Cost for Property damage ac­
cidents provided by actual resorted damages.

Column 4, Excess proportion due to alcoiiol aouse. 
Column S* Product of Columns 3 and A.



TABLE LI

l o s t production costs among families with alcohol abusing male heads
BY AGE GROUPS .AND TOTAL POPULATION

Age
Income
3rcup

1
Decrease 1n .Median 
Income Oue to Alcohol 
Abuse of Male Head 
of Housanald.

I "--- “
Estimated Number 
of Families 

'41 th Alconol-Abusing 
Male Head

j

Estimate of Total 
Lost Income 
(ml 11i ons)

20-23 $2,445 4,040 9.3
20-39 5*530 3,231 18.4
10-43 3,903 2,123 19.1
50-59 5,352 L,202 7.o

Total '• TUToTT SE4.9

Column 1. Froa Table- L, Column 3.

Column 2* Fraa Table 2, Column 4*

Column 2. Product of Column 1 .multiplied by column 2,



TABLE 13

EXPENDITURES OF THE CRIMINAL 
JUSTICE SYSTEM- BY COMPONENT 

ALASKA, FY 84

'CTponeNV * AMOUNT

Enforcement 
State Trocoers 
.Municipal Pol ice.

5 33,786,300 
54,354,701

Prosecution 9,238,700

Juctlcl al 35,932,700

Corrections 36,517,100

TOTAL 189,380,001

Sourca: 3udget expendtures obtained from 01 vision of 3udgat and 
Management reports.. .Municipal expenditures obtained from Oepartment 
of Public Safety*

Table 14

ESTIMATED EXPENDITURES GF CRIMINAL JUSTICE SYSTEM ATTRIBUTABLE TO 
ALCOHOLISM AND ALCOHOL ABUSE AS A PROPORTION OF EACH AND ALL SYSTEM

COMPONENTS, FY 84

Component Total 
Como a riant 

Expend ture-

Alcohol 
Ralated 

Expenditures

Percent of 
Expenditure 
for eacn^

Percent of 
Total
Expenditures

Enforcement 88,141,500 40,016,241 45.4% 23.35

Courts 35,93 2,700 5,569,563 15.55 3.25

Corrections 55,517,100 33,058,546 23.55 1 3.

’Percent expend tures detanrrined from survey of various agencies.



TABLE 16
PERSON YEARS LOST DUE TO EXCESS OEATHS DUE TO ALCOHOLISM AND ALCOHOL ABUSE

AGE GROUP WHEN YEARS LOST
Age Srcup 
o f Qeatft

20-24 25-34 35-44 45-54 55-64

20-24 49.84 136.96 191.36 179.04 153.23
25-34 102.34 200.36 137.38 150.13
35-44. 222.12 421.56 360.00
45-34 112.42 139.35
«— «— «• j 93 .12

Sourca: Economic Cost of Alcohol Abuse and Alconollsa, 1371, Htns a 2-73-Li a
MI AAA

TA8L£ 17

■MEDIAN TOTAL INCOME BY 
AGc FOR 1380

AGE GROUP
MEDIAN TOTAL 
INCOME

20-24 10,501

25-34 14,662

35-44 13,252

45-54 17,023

55-64 13,743

Sourca: Department of Laoor, 1380 Census report.



TABLE 20

C3TIMA7ED INSTITUTIONAL CCST3 OF 
a t t r i b u t a b l e  t o  A LCOHOLIS m

h e a l t h  AND MEDICAL c a r e  
a n d  a l c o h o l  A B U S E -

! Qu H i g h  A v e r a g e
1st.’mate 53..UJJLLa -21— 122

Ho 33 it a 15 - Acute Care

Non—Nat:ve-?ri vat e mm • OO** * WwO w • <’ k w ■* w L. ' - •' i •

3 .b • Heal th 1 .41i .715 ^ 1 . Jm % mm > * • •mm~'*+ • 3 AC

M : ’itary 437,93? 700,131

a <=i “CQ 382.599

s u s - t c t a l 5.096.306
-t — * ^ -y / c?
7.c o o .'o5 3* « * » • w -w

’hysician’ s Services

Non-Native and Military 5 , 3 4 1 . 125 15,435.000 10. 333

Rub'ic Health Service 116,600 356,0o9 4.37

SUB-TOTAL 5 , 4 5 7 , 725 16,291,069 10. •3 75

Drug anc Drug Sundries 546,340 614,960 “  3 •w W •

Nursing Services 1,732,198 1,732.193 I- “32

’’ .383,573 0 « A  1 0 ( 1  ‘ -  . ---- i - -< 9  i -  - =  ------------
—

«*jPdate a* previous estimate completed oy 
E :o na m ic Impact of Alcoholism and Alcohol 
I . . 33 • 62-c9 .

Dennis Ke|so. ~ h ■r A - - " 
Abuse in »

n e

TABLE 21

ESTIMATED COST CF DOMESTIC
a t - r i e u t a b l e  t o  a l c o h o l i s m

VIOLENCE SERVICE: 
AMD a l CCHCL a £ ij3E

FV-36 Buaget 
Council 
Domes 1 1 c 
'J ' - I *nc*

•; of
Case 1o a d 
A 1 c 0 n o 1

1 2 f  a ,4

Costs Cue 
vests j  u e

A b u - s e *

= A.3 To,500 3 3.511.3=0
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INSURANCE COMPANIES THAT COVER ACTION TO OATE

AETNA LIFE & CASUALTY
Most group policies offer 80% coverage. Individual polices vary nreatly. 
(Boeing, Toshiba America, Inc., First Farwest)

AMERICAN STATES LIFE INSURANCE COMPANY 
80% usual and customary charqes.

AUTOMOTIVE MACHINISTS HEALTH & WELFATE FUND 
80% or 90%

THE BANKERS LIFE
80% (Seattle Times, Hyster Co.)

BLUE CROSS OF OREGON

Coverage $3,000.00 per every 24 months. Paid at 80%

BLUE CROSS OF WASHINGTON AND ALASKA
Policies 80 % usual and customary charges. (Evergreen General Hospital) 

CARPENTERS hEALTH & SECURITY TRUST FUND
Treatment only, including all of ACTION, 80% (Baugh Construction)

CONNECTICUT GENERAL LIFE INSURANCE
Most policies pay at 80%. (United Airlines)

ELDEC CORPORATION 

80%

EQUITABLE l 1FE ASSURANCE S0C1ETV 
Must be onysician referred

: : ; f- ArlnL j ' IN-JRANC: L'IMPAN >
i i l j T

GROUP HEAI ;>• COOPERAT 1VI

Gi lent MUS1 be roterred b., ji’j u . nea i tr. ,AGAt' - • .• .i;■ .u'lo: In treatment 
j uutside services referral autnorination w i l l  state wnat i. ;nd ot services

they will pay for and dollar limit. Policies usually nave either a S500.0u. 
81,000.00, Si.bOO.OO, or S3,000.00 (Also covers '‘SPRING" Proa ram.)

GREAT-UEST LIFE ASSURANCE COMPANY 
Must be physician referred. 80%

HEWLETT-PACKARD CO. EMPLOYEE BENEFITS
Self-insured, group policy, covers outpatient treatment.

HOSPITAL EMPLOYEE BENEFIT PLAN & TRUST 
o0% to 80% (Ballard Community Hospital)



PAGE 2: INSURANCE COMPANIES THAT COVER ACTION TO DATE

JOHN HANCOCK MUTUAL LIFE INSURANCE COMPAIM 
80S (Digital Electronics)

HEALTH MAINTENANCE PROGRAM OF SNOHOMISH COUNTY
Must be referred by Snohomish County Physician Plan M.D. - 100%

1LWU-PMA BENEFITS PLANS (Two types)
Republic Insurance is the carrier. Check your own benefit book for details. 

INSURANCE COMPANY OF NORTH AMERICA

C lN ft)

EARLE M. JORGENSEN COMPANY
Shop Employees Health & Welfare Plan. 80?"to 90?

KING COUNTY MEDICAL BLUE SHIELD
8oeing employees 0NLY-80? (Rainier National Bank)

KEMPER INSURANCE COMPANY

LOCKHEED MEDICAL BENEFIT PLAN
Services must be provided by M.D. covered under mental .health treatment-outpatient

LINCOLN NATIONAL LIFE INSURANCE COMPANY 
80? - policies vary

MASSACHUSETTS MUTUAL 
Pays 80?

(TASTERS, MATES AND PILOTS HEALTH f, BENEFIT PLAN 
80; up to ioUJ.Ou per year.

METROPOLITAN l IFE INSURANCE COMPANY
F r e d e r i c k  b N e l s o n  - SI,000.00 b a s i c  l i f e t i m e  ( D o c t o r  r e f e r r a l  a l s o ) .

50?

NEW YUK>. i r l INSURANCE COMPANY
Services rendered pv licensed physician - oa> a t  50;.

NORTHWEST AOMIN!bTRATURb, IN.
Administered fo^: Washington Teamsters Welfare Trust 
Company, A.B.C. Seafood Company - 80? coverage.



n o r t h w e st m e tal cr a f t s trust f u np

Covers Lockheed Shipbuilding Union Local /9 - HO? (Blue Cross - admi n 1 s t r,i tor

PACIFIC MUTUAL INSURANCE
Must be physician referred - coverage at 80%.

PACIFIC NORTHWEST BELL 
Travelers

PAN AMERICAN WORLD AIRWAYS 

Blue Cross - Coverage at 50?

PAY-N-SAVE CORPORATION
Administered by Bankers Life Insurance Company. Needs a physician referral. 

PRUDENTIAL INSURANCE COMPANY OF AMERICA
Group claims 80% usual and customary charges (PACCAE). Individual nolicies 
vary greatly.

PUGET SOUND & INLAND EMPIRE WELFARE TRUST _

REPUBLIC NATIONAL LIFE INSURANCE
Handles many national and international unions - administrator.

R E T A I L  CLERKS W EL F A R E T RUST 

Safeway, etc. - 8Ci

SEARS ROEBUCK AND COMPANY
80?

SEATTLE AREA PLUMBING AND PIPEFITTING LOCAS f 22 
Administered by Lincoln National Life - coveraqe is at 100"

SEATTLE TIMES EMPLOYEE BENEFIT PLAN
Administered by Bankers Life Comoany - coveraqe at 50;

SUNPSTRAND DATA CONTRO.
SrouP Benefit Program - $500.OL oer vear outoat'pnr ah'inolis'i bpne?itl

• - *  »-> •..# 11 • i ̂  11 r” n » L _ I . \ v-L
* T^ieimone ne* .on t nu t . - •

»».••• r

\  , . i \*tL- L
r o f o r r d • h i:

UNITED ADMINISTRATORS
nandle many local unions, welfare trust anc genera: businesses overage 

ranges from 80% to 90%.

J M  TED BENEFIT LIFE INSURANCE
A77TTTaTe-TTlJiTrtid— oT- OmahaT handle manv local unions, welfare trust a nil 
general business policies. SI,000.00 oer year alconolism treatment, for 

Western Washington Laborer's.
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UNITED HEALTHCARE’ CORPORATION
Five day outpatient coverage per year.

UNITED OF OMAHA

Outpatient coverage, varies on group policies - Washington Employer's Trus 

UNITED PACIFIC LIFE INSURANCE COMPANY
Van DeCamps Bakery, for example - outpatient coverage is $250.00 per year

WASHINGTON STATE AUTO DEALERS INSURANCE
Administered by Prudential Life Insurance - 90% to 100'.

WASHINGTON TEAMSTERS WELFARE TRUST 
Local Union #117.



E q u it a b l e
EQUITABLE VARIABLE LIFE INSURANCE COMPANY

  3301 C. St.. Suite 500 (907) 561-5355
VARIABLE LIFE INSURANCE COMPANY Anchorage. Alaska 99503 (907) 333-7667

NEW  YORK, N.Y.

<^EVLICO

KEITH MORTENSEN 
Professional Life Underwriter 
Equity Qualified Agent

M a r c h  2 7 ,  1 9 8 5

R e e s e ,  R i c e  & /\ f o l l a n d ,  P . C .  
A T T N :  K a r e n  H a m m e r l u n d
2 1 1  H  S t r e e t  
A n c h o r a g e ,  A K  9 9 5 0 1

D e a r  K a r e n :

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

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

C o l u m n  1  -  S h o w s  t h e  y e a r l y  a n d  l i f e t i m e  m a x i m u m  b e n e f i t s .

C o l u m n  2  -  S h o w s  i f  t h e  c a n p a r . y  w i l l  c o v e r  t r e a t m e n t  o n  a n
i n p a t i e n t  o r  o u t p a t i e n t  b a s i s .  A l l  o f  t h e  c o m p a n y s  r e q u i r e  i n p a t i e n t  
t r e a t m e n t  t o  b e  p e r f o r m e d  i n  a  s t a t e  a p p r o v e d  f a c i l i t y .
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E X E C U T I V E  SUMMARY

OFFiCE OF ALCOHOLISM 
AND DRUG ABUSE
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A variety of conclusions may be drawn as a result of this study. It appears 

chat inpatient care has not gained in popularity as a modality of service; 

indeed, it now appears as if inpatient care is leveling with respect to the 

number of inpatient admissions per client. It further appears thac upon 

admission to an inpatient facility clients are now scaying for much shorter 

periods of time chan the three years previously. This perhaps may be 

attributable, to the use of hospitals for detoxification only. Surprisingly 

the outpatient care in terms of visit per person had dropped during the fourth 

year of the study. It is not clear at this cine whether such a drop protends 

a true trend, or whether it is merely an artifact in the data. Finally, 

the study findings continue to demonstrate thac a uniform comprehensive sec 

of insurance benefits for the treatment of alcoholism is feasible and 

generally inexpensive. Utilization continues at a relatively low race and 

projection of insurance premiums necessary to finance this program indicate 

that only a modest increase above normal insurance cost would be necessary. 

This observation does not take into account the potential off-setting costs 

likely to be achieved and the reduction of costs associated with other forms 

of health care.



C o n c l u s i o n s  w h i c h  n a y  b e  d r a w n  a b o u t  t h e  p o t e n t i a l  i m p a c t  o f  t h e  t r e a t m e n t  
o f  a l c o h o l i s m  a s  a  s p e c i f i c  d i a g n o s i s  i n c l u d e :  ( S e e  F i g u r e  1 - 7 . )

o  U t i l i z a t i o n  a n d  c o s t s  o f  a l l  f o r m s  o f  i n p a t i e n t  c a r e  f o r  b o t h  
n o n a l c o h o l i c  f a m i l y  m e m b e r s  a s  w e l l  a s  a l c o h o l i c  f a m i l y  m e m b e r s  
c a n  b e  e x p e c t e d  t o  d r o p .

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

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

T h e  c o n c l u s i o n s  a r e  s u p p o r t e d  w h e n  c o m p a r e d  w i t h  t h e  n o n a l c o h o l i c  m a t c h e d  
c o n t r o l  g r o u p  o f  f a m i l i e s .  A t  t h e  e n d  o f  t h e  s t u d y ,  t h e  i n p a t i e n t  c o s t s  p e r  
p e r s o n  p e r  m o n t h  o f  b o t h  t h e  c o n t r o l  f a m i l i e s  a n d  t h e  a l c o h o l i c  f a m i l i e s  w e r e  
s i m i l a r  a n d .  t h e  o u t p a t i e n t  c o s t s  o f  t h e  c o n t r o l  f a m i l i e s  v e r e  a c t u a l l y  h i g h e r .  
T h e r e f o r e ,  o n e  c a n  c o n c l u d e  t h a t  t h e  c h a n g e s  i n  h e a l t h  c a r e  c o s t s  a n d  u t i l i z a ­
t i o n  a m o n g  t h e  s t u d y  p a p u l a t i o n  a r e  m o s t  l i k e l y  a  r e s u l t  o f  a l c o h o l i s m  t r e a t ­
m e n t  a n d  n o t  a  r e s u l t  o f  n a t u r a l  c h a n g e s  ( e . g . ,  a g i n g  o r  f a m i l y  c o m p o s i t i o n )  
a s  d e m o n s t r a t e d  i n  t h e  c o n t r o l  p o p u l a t i o n  o v e r  t i m e .  I t  w o u l d  a p p e a r  t h a t  
t h e  t r e a t m e n t  o f  a l c o h o l i s m  l i a s  a  s i g n i f i c a n t  e f f e c t  i n  r e d u c i n g  n o t  o n l y  t h e  
u t i l i z a t i o n  a n d  c o s t s  o f  a l l  h e a l t h  c a r e  f o r  a l c o h o l i c  f a m i l y  m e m b e r s  b u t  f o r  
n o n a l c o h o l i c  f a m i l y  m e m b e r s  a s  w e l l .
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