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R E S P O N S E  T O  A U D I T  C O M M I T T E E  R E P O R T  O N  

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

In i t s  r e c e n t  r e p o r t ,  t h e  a u d i t  c o m m i t t e e  h a s  c o n c l u d e d  t h a t  

r e f u s e  u t i l i t i e s  s h o u l d  b e  d e r e g u l a t e d  b e c a u s e  t h e  c o s t  o f  r e g ­

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

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

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

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

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

c o l l e c t i o n  a n d  d i s p o s a l  s y s t e m  a v a i l a b l e .  C o m p e t i t i o n  is n o t  t h e  

b e s t  w a y  t o  i n s u r e  t h e s e  b e n e f i t s .  N o r m a l l y ,  in t h e  g e n e r a l  

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

w i t h  e l e m e n t a r y  l e v e l s  o f  r e g u l a t i o n .  T h i s  h o w e v e r  is n o t  t h e  

c a s e  w i t h  g a r b a g e  c o l l e c t i o n  a n d  d i s p o s a l .  F r e e  c o m p e t i t i o n  in  

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

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

o f  t h e  s e r v i c e  i n v o l v e d .

T h e  a u d i t  c o m m i t t e e  q u i c k l y  a c k n o w l e d g e s  s o m e  o f  t h e  n e g a ­

t i v e  e f f e c t s  o f  o p e n  c o m p e t i t i o n  i n  t h e  r e f u s e  i n d u s­

t r y — i n c r e a s e d  t r u c k  t r a f f i c ,  f r e q u e n t  r e f u s e  p i c k - u p s  i n  r e s ­

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

s u m m a r i z i n g  a n d  d i s m i s s i n g  t h e s e  n e g a t i v e  e f f e c t s ,  t h e  c o m m i t t e e  

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

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

c o n v e n i e n c e  a n d  n e c e s s i t y .  In a d d i t i o n ,  t h e  c o m m i t t e e  m i s c h a r a c -  

t e r i z e s  a n d  i g n o r e s  t h e  A P U C ' s  r e c e n t  e x p e r i m e n t s  i n  d e r e g u l a t i o n



in t h e  M a t a n u s k a - S u s i t n a  V a l l e y  a n d  d r a w s  a n u m b e r  o f  o t h e r  

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

D e r e g u l a t i o n  o f  r e f u s e  c a r r i e r s  c e r t a i n l y  w i l l  r e s u l t  in 

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

n e i g h b o r h o o d s .  F r e q u e n t  r e f u s e  p i c k - u p s  b y  a n u m b e r  o f  c a r r i e r s ,  

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

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

i n d i v i d u a l  h a u l e r s  s e t  t h e i r  o w n  p i c k  u p  s c h e d u l e s .  B o t h  o f  

t h e s e  c o n s e q u e n c e s  w i l l  h a v e  s e r i o u s  e f f e c t s  o n  t h e  p u b l i c  h e a l t h  

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

a s s o c i a t e d  w i t h  l a r g e  t r u c k s  in r e s i d e n t i a l  s t r e e t s  n e e d  n o  

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

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

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

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

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

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

s o m e b o d y  t o  p i c k  it up.

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

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

b u s i n e s s  w o u l d  l e a d  t o  a c o n s t a n t  d o o r - t o - d o o r  a n d  m a i l  s o l i c i t a ­

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

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

e c o n o m i c a l .  T h i s  s o l i c i t a t i o n  w o u l d  b e  a o n - g o i n g  c o n c e r n  as 

c a r r i e r s  e n t e r e d  a n d  l e f t  t h e  m a r k e t .



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

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

b u s i n e s s .  A l l  it t a k e s  is a p i c k - u p  t r u c k  a n d  l i t t l e  m u s c l e .  If 

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

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

t o  d o  a t  t h e  m o m e n t  a n d  w h o  p o s s e s s  l i t t l e  o r  n o  b u s i n e s s  k n o w l ­

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

c u s t o m e r s  a n d  to f i n d  o u t  t h a t  t h e y  a r e  l o s i n g  m o n e y .  A t  t h e  

s a m e  t i m e ,  t h e y  w i l l  q u i c k l y  l e a r n  t h a t  t h e  w a y  to s u c c e s s ,  i f  at 

a l l  p o s s i b l e ,  is t o  a t t r a c t  a l o t  o f  c u s t o m e r s  w i t h  l o w  r a t e s  a n d  

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

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

c o m p a c t  m a t e r i a l  t o  s a v e  l a n d f i l l  are a .  S p i l l a g e s  a r e  n o t  

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

b e c a u s e  s o  m a n y  c o m p e t i t o r s  s e r v e  t h e  s a m e  a r e a s .

E a s e  o f  e n t r y  u n d e r  a d e r e g u l a t e d  s c e n a r i o  v/ould a l s o  m e a n  

t h e r e  i s  l i t t l e  i n c e n t i v e  f o r  a n y  o f  t h e  c o m p e t i t o r s  t o  h a v e  

a n y t h i n g  m o r e  t h a n  t h e  a b s o l u t e  m i n i m u m  i n v e s t m e n t  i n  e q u i p m e n t  

a n d  m a i n t e n a n c e .  F u r t h e r m o r e ,  t h e r e  w o u l d  b e  l i t t l e  i n c e n t i v e  t o  

b u y  e x p e n s i v e ,  h i g h - t e c h n o l o g y  e q u i p m e n t  t h a t  is f a r  m o r e  e f f i ­

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

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

i c a l l y  t r a n s l a t e  i n t o  a m o r e  d e s i r a b l e  c o m p e t i t i v e  p o s i t i o n .  In 

s i m p l e  t e r m s ,  c o m p e t i t i o n  w o u l d  t e n d  t o  d r i v e  b e t t e r  e q u i p m e n t  

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

t h a t  .iis i n v e s t m e n t  in s u c h  e n v i r o n m e n t a l l y  d e s i r a b l e ,  s a f e ,  a n d  

s o p h i s t i c a t e d  e q u i p m e n t  c o u l d  b e  p a i d  for o v e r  t i m e .  S u c h
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e q u i p m e n t  r e q u i r e s  a l l  t h e  c u s t o m e r s  a u t i l i t y  c a n  g e t ,  a n d  o p e n  

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

c o m p e t i t o r s .

D e r e g u l a t i o n  m e a n s  t h a t  n o t  o n l y  t h a t  a n y o n e  c a n  b e g i n  a 

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

u t i l i t i e s  c a n  as e a s i l y  g o  o u t  o f  b u s i n e s s .  M o s t  o f  t h e  c o m p e t i ­

t o r s  t h a t  s t a r t e d  c o m p e t i n g  w i t h  A l m a  C o r p o r a t i o n  a n d  W R I  i n  t h e  

M a t - S u  B o r o u g h  n o  l o n g e r  e x i s t .  U n d e r  d e r e g u l a t i o n ,  p e o p l e  w h o  

h a v e  l o s t  s e r v i c e  m a y  f i n d  it i n c o n v e n i e n t  to l o c a t e  a n e w  c a r r i ­

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

q u e n c e  is t h a t  a s  d e r e g u l a t i o n  c o n t i n u e s  a n d  n e w  c o m p e t i t o r s  k e e p  

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

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

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

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

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

o v e r - b u r d e n s  t h e  t r a n s f e r  t i t e s .

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

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

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

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

w i t h o u t  r e g u l a t i o n ,  c u s t o m e r s  q u i c k l y  c o m e  t o  r e a l i z e  t h a t  t h e  

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

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

t h i s  l e v e l  o f  s e r v i c e .  T h u s ,  w h i l e  r a t e s  in f r e e l y  c o m p e t i t i v e  

m a r k e t s  m a y  m o v e  l o w e r  a t  f i r s t ,  t h e y  w i l l  s t a b i l i z e  a n d  t h e n



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

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

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

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

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

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

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

o r  s e r v i c e  r e g u l a t i o n .  T h e  A P U C ’s e x p e r i e n c e  i n  t h e  M a t - S u  

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

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

r a t e  t h a t  w a s  r e q u i r e d  t o  e a r n  a r e a s o n a b l e  r e t u r n  a r e  n o  l o n g e r  

in b u s i n e s s  a n d  a p p e a r  t o  h a v e  s t a y e d  i n  b u s i n e s s  f o r  a s h o r t  

p e r i o d  o f  tim e .

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

t i o n  t h a t  t h e  A P U C  is s p e n d i n g  a n  e x c e s s i v e  a m o u n t  o f  t i m e  o f  

r e g u l a t i n g  r e f u s e  u t i l i t i e s .  A s  t h e  a t t a c h e d  c h a r t s  d e m o n s t r a t e ,  

t h e  A P U C  is s p e n d i n g  l i m i t e d  t i m e  o n  r e f u s e  m a t t e r s .  I n  b r i e f  

s u m m a r y ,  b e t w e e n  J a n u a r y  1, 1 9 8 3  a n d  D e c e m b e r  31, 1 9 8 8 ,  A P U C  

C o m m i s s i o n e r s  a n d  H e a r i n g  O f f i c e r s  s p e n t  142 h e a r i n g  h o u r s  o n  

c e r t i f i c a t i o n  m a t t e r s  a n d  37 h e a r i n g  h o u r s  o n  r a t e  h o u r s .  T h e s e  

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

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

F i n a l l y ,  r e c o m m e n d i n g  t h a t  t h e  A P U C  n o  l o n g e r  r e g u l a t e  

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

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

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

c o n n e c t e d  w i t h  t h e  r e f u s e  i n d u s t r y ,  n o r  is t h e  D e p a r t m e n t  o f  

E n v i r o n m e n t a l  C o n s e r v a t i o n .  E v e n  w e r e  t h e s e  e n t i t i e s  t o  t a k e  

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

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

If t h e  m u n i c i p a l i t y  d e c i d e s  t o  e n g a g e  in c o m p e t i t i v e  c o n ­

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

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

T h e  m u n i c i p a l i t y  w o u l d  n e e d  a p p r o p r i a t e  e x p e r t i s e  t o  e v a l u a t e  

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

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

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

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

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

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

p o s s e s s e d  b y  t h e  A P U C .

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

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

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

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

m u n i c i p a l  a r e a .

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

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

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

f o r  r a t e - m a k i n g ,  h i g h e r  r a t e s  i n e v i t a b l y  r e s u l t  b e c a u s e  t h o s e  

e n t i t i e s  d o  n o t  f u l l y  u n d e r s t a n d  t h e  r e f u s e  c o l l e c t i o n  a n d
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1

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

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

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

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

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

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

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

Fci* a l l  t h e s e  r e a s o n s ,  d e r e g u l a t i o n  o f  r e f u s e  u t i l i t i e s  is  

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

- 7 -
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January 19, 1990

MEMORANDUM

TO: Senator Dick Eliaso"

FROM: Gordon S. Harrison

Director

RE: Regulation of Refuse Collection and Disposal in Alaska

Research Request 90.190

You asked for background information on the regulation of refuse collection and 

disposal in Alaska. This memorandum provides an overview of the regulatory 

regime currently in place.

The collection of refuse and the disposal of it are subject to different types 

of regulation.

Refuse Collection

Garbage collection service is considered a public utility in Alaska and falls 

under the jurisdiction of the Alaska Public Utilities Commission (APUC). All 

garbage collection services must obtain a certificate of public convenience 

and n e cessity from the APUC. By granting a certificate, the APUC determines 

that the proposed service is in the public interest. Jurisdiction of the APUC 

extends into incorporated areas. Thus, municipal governments that operate a 

refuse pick-up service (as do the Municipality of Anchorage and the Matanuska- 

Susitna Borough, for example) must hold certificates from the APUC.

If a municipality with a certificate chooses to contract its garbage collection 

service to a private firm.* that firm does not have to obtain its own 

certificate. It is presumed to be operating under the certificate held by the 

municipality. However, if a firm wished to compete with the municipal service, 

or if it wanted to operate in an area of the municipality not reached by the 

municipal service, it would need to obtain a certificate from the APUC. 

(Currently in Anchorage, the municipality operates a collection service in the 

compact metropolitan area and a private company with its own certificate 

operates in the outlying areas.)
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The APUC also regulates rates charged by private garbage haulers, but only 

those over a minimum size. Alaska statutes exempt from rate regulation 

collection services with gross annual revenues of $200,000 rr less.1 Municipal 

utilities are exempt from rate regulation by the APUC.2 It is assumed that a 

municipality will establish rates for its utility service according to a public 

process, and that in general sufficient political accountability for these 

matters exist at the local government level.

In Juneau, garbage is collected by a private firm, Channel Sanitation, whose 

annual revenues exceed $200,000 and whose rates are regulated by the APUC.

Garbage Disposal (Landfills)

Landfills and garbage incinerators are not considered public utilities in 

Alaska, and therefore they are not regulated by the APUC. That is, they do not 

need a certificate of public convenience and necessity to go into business, and 

the rates they charge are not regulated. However, the operation of garbage 

disposal sites and garbage incinerators is regulated by state and federal laws 

and regulations administered by the Alaska Department of Environmental 

Conservation (DEC). A permit from DEC is required to open a landfill; and the 

permit holder must abide by stipulations regarding cover material, leachate 

(toxic liquid that seeps into ground water or streams), attraction of animals, 

and other aspects of its operation. An incinerator also requires a permit from 

DEC, which administers the federal clean air standards.

The federal government has established standards and guidelines for landfills. 

These are administered by the Environmental Protection Agency (EPA). However, 

the EPA does not currently have an active monitoring or enforcement program. 

Proposed changes to federal law could propel EPA into a more active role in 

landfill permitting and regulation in the near future.

I hope this information is useful to you. If you have any questions or would 

like additional information, please contact this agency."

1 AS 42.05.711 (i) exempts trash collectors with gross annual revenue of 

$200,000 or less "unless 25 percent of the subscribers or subscribers 

representing 25 percent of the gross revenue of the utility petition the [APUC] 

for regulation." There has never been a petition submitted under this 

provision.

2 AS 42.05.711 (1) allows the governing body of a municipality to elect 

to be subject to regulation by the APUC. No municipalities have voluntarily 

submitted their refuse collection utility to APUC rate regulation, but 

municipalities have voluntarily put other utilities under it (the publicly 

owned and operated telephone and electric utilities in Anchorage are regulated 
by APUC, for example).
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MEMORANDUM

TO: Senator Dick Eliason

FROM: Leola Weimer

Legislative Analyst

RE: Regulation of Refuse Collection and Disposal in Alaska

Research Request 90.190 (Supplemental Information)

You asked which municipalities held certificates to provide refuse service from 

dumpsters to landfills.

There are two types of dumpster services: 1) roll on/off service, and 2) public 

dumpsters. The roll on/off service typically services large commercial 

enterprises (e.g., a supermarket) and requires a specialized truck onto which 

the entire dumpster is rolled on and off. Public dumpsters, on the other hand, 

typically do not require the removal of the entire container.

The table of certified refuse collectors provided in the first supplemental to 

90.190 identifies those who provide roll on/off service. In Anchorage, this 

service is provided by Anchorage Refuse, Inc. and Eagle River Refuse, Inc.. In 

the Matanuska-Susitna Borough, roll on/off service is provided by Wasilla Refuse, 

Inc. and All Alaska Enterprises. None of these certificate holders are 
municipally owned.

According to Bill Marshall of the Alaska Public Utilities Commission (APUC), all 

municipalities that hold refuse certificates may provide d>mpster-to-landfill 

services. They are not, however, required to do so. A municipality may choose 

to contract its dumpster service. If the municipality holds a certificate, the 

subcontractor may operate under the municipality's certificate. If, however, 

the municipality does not hold a certificate (e.g., in the Kenai Borough), 

private contractors must obtain a certificate to provide refuse service.

If a municipality (or borough) seeks to obtain a certificate to initiate service 

in an area already serviced by a private certificate holder, the municipality 

must buy out its potential competitor. Alaska Statute 29.35.060(b) states that:

The governing body of a municipality may not prohibit a person 

holding a valid certificate from the Alaska Public utilities 

Commission from continuing to collect and dispose of garbage, 

refuse, trash, waste material, or provide other related services in 

an area in the municipality if the certificate authorizes the 

collection and disposal of garbage, refuse, trash, or other waste

February 14, 1990

P .O . Box Y 
.Jun eau , AK 9 9 8 1 1 -3 1 0 0  

P h one: (907) > 65-3991 
F ax : (907 ) 16 3-33 31



Senator Eliason

February 14, 1990

Page 2

material and providing of other services in the area, and the 

certificate was originally issued before the municipality provided 

similar services. A municipality may not provide for garbage, 

refuse, trash, or other waste material collection and disposal 

service . . . until it has purchased the certificate, equipment and 

facilities of the carrier, or that portion of the certificate that 
would be affected, at fair market value.1

In short, a municipality may not initiate service in competition with a person 

who already holds a certificate. If a municipality wishes to expand service 

into an area in which a certificate has already been issued, the municipality 

must first buy out its potential competitor.

According to Assistant Attorney General Jim Baldwin, this statute applies only 

to governing bodies such as municipalities and boroughs. It does not apply to 

private companies that wish to compete with municipal, borough or private 

certifijate holders. There is a question as to whether or not this statute 

requires a municipality to buy out a boroug'i certificate holder to prevent 

competition. In the past, the term "person" nas not been extended to include 
governing bodies such as municipalities or boroughs.2

Attachment

1For the complete text of the statute, see attachment.

A t t o r n e y  General Opinion 74, James E. Douglas, assistant attorney general, 
February 22, 1974.
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Sec. 29.35.030. E rtra te rrito r la l ju risd ic tion , (a) To the extent s 
municipality is otherwise authorized by law to exercise tho power 
necessary to provide the facility or service, the municipality may pro­
vide parks, playgrounds, cemeteries, emergency medical cervices, 
solid and aeptic waste dispoeal, u tility services, airports, streets (in­
cluding Ice I'onds), 'ra ils, transportation facilities, wharves, harbors 
and other marine facilities outside its boundaries and may regulate 
their use and operation to the extent that the jurisdiction in which' 
they are located does not regulate them. A regulation adopted under 
thia section must state thct it applies outside the municipality.
(b) A municipality may adopt an ordinance to prelect its water 

supply and watershed, and may enforce the ordinance outeido its 
boundaries. Before this power may be exercised inside the boundaries 
of another municipality, the approval of the other municipality must 
be given by ordinance.
(c) Thia section applies to home rule and gcnoral law municipali­

ties. (S 10 ch 74 SLA 1985)

N O T E 8 T O  D E C IS IO N S
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o f  o t h a r  p o w e r * .  —  T h e re  w aa  n o  n a a n n  en joy ed , In  t h e  ab se n c e  o f  e r y  e u c b  ex-
t h a t  th e  g r a n t  to  th e  c o u n cil o f  p o w a r lo  p r a a  g r a n t  In th e  c h a r te r .  T o w n  o f
e x te n d  ro ed a  a n d  t r a i l ,  from  i ta  l im lta  to  K e tc h ik a n  r .  Z im m e rm a n , 4  A le a k a  3 3 8
c e r ta in  p o in ta  w ith o u t  I ta  lim ita  u n d e r  e  (1911).
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d e p r iv e d  th e  c o u n c il o f  a n y  o f  th e  im p ll td  g iv e n  by  a  fo rm er, a lm lte r  p ro v le io n  fo r  a
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p o n ie d  l im lta  e n d  to  d iv e r t  •  e t r r i m  be- l ty  w aa n e re e a a n ly  Im p lie d  T o w n  o f
y e n d  lie  l im lta  e n d  p re v e n t  i t  f ro m  r te c h -  3 e w .n l  v M a rg o lin , 9  A la e h i  1 6 4  <19381

( 'd i a l e r s !  r e f e r e n c e ! .  — 8 4  A m  J u t  B u n d in g  o f  m u n ic ip a l  ro rp o ra U c n  ee  
2d , M u n ic ip a l C o rp o ra t io n .,  C o u n tle e , a n d  o th e r  g o v e rn m e n ta l  body lo  a t ta c h  von Ing 
O th e r  P o lit ic a l  f l- lb d lv li lo n a  81 3 3 7 , 33A, of le n d  ly in g  o u U M o Ita  b o rd e r .  4 8  
43 0, 8 8 0  a t  **4. A U U d  1120

62 C J S ,  M u n ic ip a l C o rp o ra tio n ., 
t 141: 8.1 C J  8 , M u n ic ip a l C o rp o ra t io n .,
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Hec. 29.35.030. Eminent domain, (a) A municipality may, only 
within its boundaries, exercise (lie powers of eminent domsin and 
declaration of taking In tho performance of a power or function of the 
municipality under the procedures set out in AS 09.66.250 —  
09.65.460. In the cane of a second clnss city, the exercise of the power 
of eminent domain or declaration of taking must lie by ordinance that 
is aubmittod to the voters at the next general election or at 1 special 
election celled for that purpose. A majority of the votes on the ques­
tion is required for approval of tho ordinance.
(b) This section applies to home rule and general law municinali- 

tins, (t 10 ch 74 SLA 1085)

C o l l a t e r a l  r e f e r e n c e . .  -  C o a t o f  eub- C o n a ld e ra llo n  o f  fe e t  t h a t  la n d  ow ner*! 
e l i tu te  fa r l l l tte a  11 m e te u ra  o f  com p en ae- re m a in in g  la n d  w ill b e  eu b jec t to  . p e d a l  
t io n  p a id  to  i t e t e  o r  m u n ic ip a li ty  fo r  con- eaacw am ent In  S i l n g  e ev m -.n ra  d a m a g e . ,  
d a m n a tio n  o f  p u b lic  p ro p e r ty . <0 A U U d  69  A U U d  63 4.
14).

Sec. 20.35.040. Emergency digester powers, (a) A municipality 
that is wholly or partially in on area that is declared by the President 
or governor to bo a disaster arcs may participate in and provide for 
housing, urban renewal, and redevelopment in tho same manner La a 
home rule city. Tito exercise of these powers by a borough shall be on a 
nonareowide basis, except a borough may exercise the powers trana- 
feiTed to it by a city as provided by AS 29.35.310.
(b) Powers granted by this section must be initinled within a period 

of not more than five years after the dale of declaration of a natural 
disaster by the President or governor, but these powers may be ex­
tended for an additional period of not more than three years, ( t 10 ch 
74 SLA 1985)

Sec. 29.35.050. Garbage and solid waste services, (a) A mu. *i-
pality may be ordinance 
<1) provide for the establishment, maintenance, and operation of a 

system of garbage and solid waste collection and dispcw^i for the en­
tire municipality, or for districts or portions of it;
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(2) require all person* in the municipality or district lo uae the 
ayitem and to dispose of their gatbtgt and solid waile na provided in 
the ordinance;
(3) award contracts for collection and diaposnl, or provide for the 

collection and disposal of garbage and solid wnale hy municipal o ffi­
cials and employees,
(4) pay for garbage and solid waste collection and disposal from 

available money;
(SI require propeity own*, j or occupants of premises to use the 

garbage and solid waste collection and disposal system pruvided by 
tho municipality;
(6) fix charges against the properly ownern or occupants of premises 

for the collection and disposal; and
(7) provide penalties for violations of the ordinances
(b) The governing body of a municipality may not prohibit a person 

holding a valid certificate from the Alaska Public Utilities Commis­
sion from continuing to collect and dispose of garbage, refuse, trash, 
waste material, or provide other related services in an area in the 
municipality i f the certificate authorises (he collection and disposal of 
garbage, refuse, trash, or other waste material and providing of other 
services in the area, and the certificate waa originally issued before 
the municipality provided similar services. A municipality may not 
provide for a garbage, refbaa, trash, or other waste material collection 
and disposal service in an area to the extent It lies in an area granted 
to a garbage, refuse, trash, or other waste material carrier by a certifi­
cate Issued by the Alaska Public Utilities Commissirn to tho carrier 
until it has purch'-.sed the certificate, equipment and facilities of the 
carrier, or that pcirtion of the certificate that would be alTeclod, at fa ir 
market value. A n unicipnlity may exercise tho right of eminent do­
main to acquire the certificate, equipment and facilities of tho carrier, 
or that portion of the certificate that would be affected.
(c) Thia section applies to home rule and general law municipali­

ties. <{ 10 ch 74 SLA lyftS)

C e flA * * rs i  r e f e r e n c e * .  — IMI A ro . J u r .  ( .la b i li ty  o f  m u n ic ip a l c o rp o ra tio n  for
M,M u n ic ip a lC o rp o ra l lo n a ,C o u n t la a ,  a n d  d a m a g a a  fo r  m a in te n a n c e  o f  a e w r r  dia-
O lh c r  P o l i t ic a l  S u b d iv i . lo n . ,  I  140 a t  aeq p o sa l p la n t  a s  n u laa n c a . 4 0  A U U d  1 108

8 2  C J .S . ,  M u n ic ip a l C o rp o ra llo n a , M u n ic ip a l l ia b il i ty  fo r m a in te n a n c e  o f
I t  2 7 8 , Hi' p u b lic  d u m p  a a  n u lean ce . 6 2  A U U d  1134.

Sec. 29.36.060. Franchises and perm its, (a) The assembly acting 
for the area outside all cities in the borough and tho council acting for 
the area in a city may grant franchises, including exclusive franchise 
privileges, to a person, corporation, organisation, or utility not certifi­
cated by the Alaska Public Utilities Commission and may permit the
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use of streets and other public plares by the franchise holder under 
rrgulsttons prescribed by urdinanre.
(bl Unleu the grant is msd* on s competitive basis, the grsnt of sn 

exclusive right to use s public street or righl-of-wsy for more than five 
years to s u tility or a transportation system not certificated by the 
Alaska Public Utilities Commission shall be valid only i f approved by 
a majority of the voters at an election.
(c) Thia section applies to home rule and general law municipali­

ties. (I 10 ch 74 SLA IB86)

C o l l a t e r a l  r e f e r e n c e # .  —  M A m  J u /  lo  f r a tv h la a  a a  a ffec tin g  v a l id i ty  th e re e f  
2d , M u n ic ip a l C o rp o ra tio n # . C o u n tla a . a n d  32  A l.K  1628. \
O l h t r  P o litic a l Sui<divlaiona, I  140 e l  aeq  F o r fe i tu r e  o f  a t ie e t  r a i lw a y  f re n c h  lee

A4 C J S .  M u n ic ip a l C o rp o ra tio n * , for b re a c h  o f  c o n d itio n  34  A l.K  1420. 
1720. M u nic ipa lity *#  l ia b i l i ty  i n  d a m a g e #  for

M o tlv a  o f  co u n cil p a a e ln g  o rd in a n c e  aa  r e fu s a l lo  f r o n t  f re n c h  la* 3 7  A t J l2 d  69 4

See. 29.35.070. Public u tilit ie s (a) The assembly acting for the 
area outaide all citiea in the borough and the council acting for the 
area in a city may regulate, fix. entablinh, and change the rates and 
charges imposed for a u tility service provided to the municipality or 
ita inhabitants by n utility thHt it is not subject to regulation under 
AS 42.05 unless that u tility ia exempted from regulation under AS 
42.05.711(a) or (d) —  <k).
(b) A municipality may provide for a reasonable deposit for meter* 

and service to be given if interest is paid on the deposit.
(c) Unless the u tility is owned by tho municipality, all rates, 

charges, and regulations established under this section shall be estab­
lished by ordinance and shall be reasonable and permit a fa ir return 
on invested capital.
(d) This section applies to home rule and general law municipali­

ties. (9 10 ch 74 SLA 1985)

NOTES TO DECISIO NS

A ll t h e  o p e r a t o r  o f  a  p u b l i c  u t i l i t y  
w a a  e n t i t l e d  to  w a a  a  r e a s o n a b l e  r e ­
t u r n  o n  h i t  n e t  c a p i t a l  t n v e a t m a n t  u n - 
d o r  a  fo rm er , s im ila r  p ro v is io n , re p re -  
a e r ited  b y  p ro p e r ty  a c tu a l ly  ueed  a n d  
u a e fu l in  th e  p u b lic  a e rv lc e , a n d  th a n  o n ly  
p ro v id ed  t h a t  h ie  o p e ra tio n  w aa  e ffic ien t 
a n d  eco nom ica l. P ic h o t ta  v . C ity  o f  
S k a g w a y , 12 A la sk a  4 2 . 7 8  F. S u p p . 9 9 9  
(D . A laa k a  1948).

M e a n in g  o f  " I n v e e te d  c a p i ta l '* .  — 
"In v e e te d  c a p ita l ,"  aa  u eed  In a  fo rm ar, 
s im i la r  p ro v ia io n , m a a n t  t h e  In i t ia l  In- 
V M tm en t, rvR inJIee#  o f  e u b e e q u e n l

c h a n g e #  in  o w n e rsh ip , p tu a  c a p i ta l  a d d i­
t io n !  a n d  m ln u a  a cc ru e d  d e p re c ia tio n  
P ic h o t ta  v. C ity  o f  R k tg w a y , 12 A la a k a  
4 2 . 7 8  F . H upp 9 9 9  (D . A la a k a  1948) 

T h e  te rm  " in v e a te d  capital** aa  uo ed  in  a  
fo rm er , s im ila r  p ro v ia io n  th o u  Id n o t  h a v e  
b e e n  n e t ru e d  to  m e a n  f a ir  v a lu e ,  n o r  
w aa  th #  u U lity  e n t i t le d  to  th e  b e n e f it  of 
a n y  a p p re c ia t io n  in  v a lu a , n o r  e h o u ld  th e  
te rm  h a v e  b e e n  cone t ru e d  to  m e a n  th a t  
w h ic h  w aa  p a id  fo r  a  u t i l i t y  b y  th #  len t 
p u rc h a s e r . P ic h o tta  v . C i ty  o f  S k a g w a y , 
12 A la a k a  4 2 . 7 8  F . S u p p  PV9 (D . A la sk a  
1948).
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Alaska State Legislature
Leg is la t ive  R esea rch  Agency

P .O . B ox V 
J u n e a u ,  AK 9 9 8 1 1 -3 1 0 0  

P h one: (907 ) 10 5-39 91  
F ax : (907 ) 183-3351

February 2, 1990

MEMORANDUM

TO: Senator Dick Eliason

FROM: Leola Weimerkjyj

Legislative Analyst

RE: Regulation of Refuse Collection and Disposal in Alaska

Research Request 90.190 (Supplemental Information)

You asked for additional information regarding refuse collection in Alaska. 

This me m o r a n d u m  provides a list of refuse collectors certified by the Alaska 

Public Utilities Commission (APUC) to operate in Alaska.

The names, addresses and geographic location of all certified refuse collectors 

are shown in Table 1.

Table 2 shows certain operating characteristics of these certified operators. 

For the purposes of this table the following definitions apply.

Competitive: more than one operator is certified to collect refuse 

in a specified service area.

Restricted: a certificate holder may service only residential

customers in certain areas.1

Regulated: gross operating revenue greater than $200,000.00 and

therefore rates are regulated by APUC.

The Mac-bu Borough is the only service area where there is restricted 

service. Historically, Alma Corporation and Was ilia Refuse were the only 

certified operators in their respective areas. It was determined by APUC that 

commercial service should be restricted in these specific areas to their 

historically exclusive operators. APUC granted exclusive commercial service to 

Alma Corporation and Wasilla Refuse within their original certificated areas. 

However, it did not grant them exclusive commercial service in their expanded 

service area. Residential service, on *he other hand, is competitive throughout 

the Mat-Su Borough.



Senator Eliason

February 2, 1990

Page 2

Attached is a page from the APUC FY 88 annual report which (1) lists those 

operators whose rates are regulated by APUC, and (2) shows a sample of monthly 

residential refuse rates charged by the regulated private operators.

We also have the legal descriptions of each service area and additional 

documentation, which is available to you upon request.

I hope this information is useful to you. If you have any questions or would 

like additional information, please contact this agency.

Attachments



TABLE!

REFUSE COLLECTORS CERTIFIED TO OPERATE IN ALASKA

Certnicole

3 8 7
2 1 7
2 8 4
7 1 8

2 8 3
2 3 1

2 3 3

2 0 3
3 9 1

4 0 2
1 9 5

4 0 3
211
2 0 9

201
3 9 8

222

2 3 2  
3 7 1  
2 8 2  
3 4 2  
3 8 5  
3 7 4  

2 0 4  8  2 0 6  
3 7 0

2 1 6
2 1 9  
2 7 6
220

2 3 5
3 9 6

3 4 9  
2 6 6  
1 9 8  
2 2 3  
2c 1 
2 7 9  
2 8 8  
3 3 1  
2 9 9  
2 4 3  
3 6 2  
202 
200

Borough

A n ch o rag e

A t l i e

Britlol B o / 

H olne t

Ju n eo u

Kona!

Ketchikan

K odiak

M al-tu

N orth  S ta r

SillkO

O th e r

Com pany

B eluga Environm ental Serv ices, Inc. (flESl) 
A n ch o rag e  R efuse, Inc. (ARI)
A n ch o rag e , M unicipality  o l (M OA)
Eogle Rivor R efuse, Inc. (ERRI)

Colville Environm ental S erv ices (CES) 
N o rth  S lo p e  B orough Utilities (NSBJ

Patterson S an ita tio n  & Reluse Svc, Inc.

H a ir s s  S an ita tio n  (HS) 
S lo g w a y , C ty  o l (SKAGWAY)

J u n e a u  S an ita tio n  C orpo ra tion  (ISC)
C h an n e l S an ita tio n  C o rpo ra tion  (CHANNEL)

C  & S  En terprises 
S e w a rd  S erv ice  (SS)
P en insu la  S an ita tio n  C o., Inc. (PSC)

To ngass S an ita tio n  (TONGASS) 
K etchikan. C ty  o l  (KETICHIKAN)

K odiok S an ita tio n , Inc. (KSI)

A lm a C orpo ra tion  (ALMA) 
M atanuska-S usitn a  B orough (MAT-SU) 
Polm er, C ty  o l (PALMER)
Sutton S an ita tio n  S erv ices (SUTTON) 
V alley  Reluse (VR)
-LacKeruie Reluse (MACKENZIE) 

W o silla  Refuse, Inc . (WRI)
All A laska En terprises (AAE)

Interior Serv ices (INTERIOR)
F ar N orth  S an ita tio n  Serv ices, Inc. (FAR NORTH) 
Fairbanks, C ty  o l (FAIRBANKS)
D ra k e 's  S an ita tio n , Inc . (DRAKE'S)

M arch  D isposal (MARCH)
Sitka, C ty  & B orough of (SITKA)

A niok D isposol S e rv ice  (ADS)
D elta  San ita tio n  (DELTA)
D illingham  P.ofuse, Inc . (DRI)
C o p p e r  V alley Construction C o m p an y  (CVCC) 
M cG ra th  Trash & Rofuso (MTR)
Irw in 's G a rb a g e  D isposal (IRW IN'S)
N o a b ia  N ilgn , U d. (N N l)
P e tersb u rg , C ty  o l (PETERSBURG)
Thcrne Bay, C ty  O f  (THORNE BAY)
J . D . Reluse S erv ice  (ID REFUSE)
W illiw o w  Services, Inc (WSI)
V oldez  A lask a Term inals, Inc. (VATI)
B ob 's D isposol S e rv ice . (BOB'S DISPOSAL)

Addreu

3 7 0 0  S p e n a rd  Rood 
6 3 0 1  R o tew o o d  Street 
P .O . Box 1 9 6 6 5 0  
P .O . Box 1 0 2 8

8 6 0 0  S u lto na  Drive 
P .O . Box 6 9

P .O . Box 1 7 4

P .O . Box 5 7 5  
P .O . Box 4 1 5

2 6 3 4  Jo hn  S treet 
P .O . Box 2 1 2 6 7

P .O . Box 1 1 7 7  
P .O . Box 5 2 4  
P .O . Box 1 2 0 9

P .O . Box 7 7 0 1  
2 9 3 0  T o n g a u  At-t

'  O . Box 4 4 9

P .O . Box 2 0 0 0 8 9
P .O . Box 1 6 0 8
2 3 1  W . E v ergreen  A vc.
P .O . Box 2 2 6
4 3 6 0  C o d o iw o o d /  P .O . Box 8 7 4 4 3 3  
P .O . Box 8 7 3 9 2 1  
1 1 0 1  W o iil la  Fithook Rood 
P .O . Box 8 7 2 5 4 7

400 S a n d u ti R oad 
P .O . Box 2 8 9  
2 1 2 1  R og er Rood 
Box 5 5 0 8 7

P .O . Box 1 3 7 3  
3 0 4  Lake S treet

P .O . Box 
P .O . Box 
P .O . Box 
M ilo 1 9 7  
P .O . Box 
P .O . Box 
P .O . Box 
P .O . Box 
P .O . Box 
P .O . Box 
P .O . Box 
P .O . Box 
P .O . Box

161
4 0
7 5
Box 1 6 5
3 5
1 4 4
4 7 6
3 2 9
1 9 1 1 0
3 6 3
8 4
6 7 6 9  
4 0 2

Town

A nchorog #  
A nchorog #  
A nchorog #  
Eogl# River

A n ch o rag e
Borrow

N ak n ek

H a in e t
5 k o g w ay

Ju n eau
Ju n eo u

K enai 
S ew o rd  
Sold-Una

Ketchikan
Ketchikan

Kodiok

A n ch o rag e
Pjlmer
Palm er
Sutton
W o tilla
W avilla
W o til la
W o tilla

F o irbankt 
E a irbanki 
Foirbankt 
N orth  Pole

Silica
Sitka

A niak
D ella  Jet
D illingham
G len n a ilen
M cG rath
N e n a n a
N o r th w a /
P e tertb u rg
T h om e B o /
Tok
U n o lo tk a
A n ch o rag e
Y akutol

Zip

9 9 5 0 3
9 9 5 0 2
9 9 5 1 9
9 9 5 7 7

9 9 5 1 6
9 9 7 2 3

9 9 7 3 7

9 9 8 2 7
9 9 8 4 0

9 9 8 0 1
9 9 8 0 2

9 9 6 1 1
9 9 6 6 4
9 9 6 6 9

9 9 9 0 1
9 9 9 0 1

99615

9 9 5 2 0
9 9 6 4 5
9 9 6 4 5
9 9 6 7 4
9 9 6 8 7
9 9 6 8 7
9 9 6 8 7
9 9 6 8 7

9 9 7 0 4  
9 9 7 0 7  
9 9 7 0 1
9 9 7 0 5

9 9 8 3 5
9 9 8 3 5

9 9 5 5 7
9 9 7 3 7
9 9 5 7 6
9 9 5 8 8
9 9 6 2 7
9 9 7 6 0
9 9 7 6 4
9 9 8 3 3
9 9 9 1 9
9 9 7 8 0
9 9 6 8 5
9 9 5 0 2
9 9 6 8 9

Telephone

5 6 1 -7 4 2 4  
5 6 3  3 7 1 7  
5 6 1 - 1 9 0 6  
6 8 8 -3 5 0 1

3 4 5 - 0 5 9 4
8 5 2 -2 6 1 1

8 2 2 - 3 3 3 0

7 6 6 - 2 7 3 6
9 8 3 - 2 2 9 7

3 6 4 - 3 7 7 7
7 8 C -4 2 8 8

2 8 3 - 3 9 7 7
2 2 4 -5 9 6 5
2 8 3 - 9 3 9 0

2 2 5 -5 5 6 1
2 2 5 - 1 0 0 0

486-5308

C '7 6 -3 2 2 9
7 4 5 -4 0 0 1
7 4 5 -3 2 7 1
7 4 5 - 0 2 4 4
3 7 6 - 3 6 6 3
2 6 4 -8 2 0 1
3 7 6 - 2 1 5 8
3 7 6 - 2 0 8 4

4 5 2 - 1 5 1 7
4 5 6 - 6 9 / 9
4 5 2 -1 8 8 1
4 8 8 - 6 4 3 5

7 4 7 - 8 2 6 7
7 4 7 - 3 2 9 4

6 4 5 - 4 3 6 8
8 9 5 -4 3 3 1
8 4 2 - 2 5 2 9
8 2 2 - 3 2 5 2
5 2 4 -3 6 3 3
8 3 2 5 6 5 4
7 7 8 - 6 4 9 7
7 7 2 - 4 2 0 3
8 2 8 - 3 3 8 0
8 8 3 -2 7 5 1

2 4 3  1 4 1 4  
7 8 J - . 2 2  7

P rep ared  by  th -  log is lc tiv e  R esearch  A goncy , Febrvory  1 9 9 0  (9 0 .1 9 0 S 1 ) .



TABLE ?
STATUS OF CERTIFIED REFUSE COLLECTORS

Certificate

3 8 7  
? 17  
2 8 4  
2 1 8

2 8 3
23 1

2 3 3

Borough

A nchorog *

Arctic

Briitol Bay

C om pany

B eluga Environm ental S erv ico t, Inc. (BESI) 
A n ch o ro g e  R eluse, Inc. (ARI)
A n ch o rag e , M unicipality o l (MOA)
Eagle  River R elute , Inc. (ERRI)

Colville Environm ental S erv ices (CES) 
N orth  S lo p e  B orough Utilities (NSB)

P atterson San ita tio n  & Refuse Svc, Inc.

O w nersh ip  Com petitive Restricted R egu la ted  N otes

priva te
priva te
m unicipal
p riv a te

p n v  • 
bo ro ugh

priv a te

2 0 3
3 9 1

4 0 2
19 5

4 0 3
211
2 0 9

201
3 9 8

222

2 3 2  
37 1  
2 8 2  
3 4 2  
3 8 5  
3 7 4  

2 0 4  & 2 0 6  
3 7 0

2 1 6
2 1 9  
2 7 6
220

2 3 5
3 9 6

3 4 9
2 6 6
19 8
2 2 3
2 4 4
2 7 9
2 8 8
33 1
2 9 9
2 4 3
3 6 2
202
200

Koines

Ju n e a u

K enai

K elch ilan

K odiak

M a ts u

N o rth  S tar

Sitka

O th e r

H ain es San ita tio n  (HS) 
S k a g w a y , G ty  o l (SKAGWAY)

Ju n e a u  S anita tion  C o rp o ra tio n  (JSC) 
C h a n n e l San ita tio n  C o rp o ra tio n  (CHANNEl)

C  & S Enterprises 
S e w a rd  S erv ice  (SS)
Pen insu la  Sanita lio r. C o  . Inc. (PSC)

Tongass S an ita tio n  (TO NG A SS) 
Kevchikon, C ty  o l (KETICHIKAN)

.\o d iak  S an ita tio n , Inc. (KSI)

A lm a C orpo ra tion  (ALMA) 
M otanusko-Susitna  B orough (MAT-SU) 
P alm er, G fy  o l (PAIMER)
Sutlon San ita tio n  S erv ices (SUTTON) 
V alley  Refuse (VR)
M acK eru i*  Reluse (MACKENZIE) 
W a silla  Refuse, Inc. (WRI)
All A laska Enterprises (AAE)

Interior Serv ices (INTERIOR)
Far N orth San ita tio n  S erv ices, Inc. (FAR NORTH) 
Fairbanks, G ty  o l (FAIRBANKS)
D ra k e 's  S an ita tio n , Inc. (DRAKE'S)

M arch  D isposal (MARCH)
Sitka, G ty  & Borough o l (SITKA)

A niak  D isposal Service (ADS)
D ella S anita tion  (DELTA) 

illingham  Refuse, Inc. (DRI)
C o p p e r  V alley C onstruction C om pany  (CVCC) 
M cG ro lh  Trosh & Reluse (MT*)
Irw in 's G a rb a g e  D isposal (IRW IN'S)
N a a b ia  N iign, Ltd. (N N l)
P e tersbu rg , G ty  o l (PETERSBURG)
Thorne Boy, G ty  O l  (THORNE BAY)
J . D . Refuse Service (JD REFUSE)
W illiw o w  Serv ices, Inc (WSI)
V o ld ez  A losko Terminols, Inc. (VATI)
B ob 's D isposal S erv ice . (BOB'S DI5POSAL)

NOTES:
1 T a rg e ted  serv ice  artro  (SA): is com m ercial
2 Roll o n /o l l  serv ice  p ro v id ed .
3 Potentially  com epetifive b u t ta rg e te d  serv ice  a r e a  is com m ercial oil field c le a n  u p .
4  Potentially  com petitive b u t d ifferen t ta rg e te d  serv ice there fo re  no t a c tu a lly  com petitive.
5 N o t in o p ero lio n  b e c a u se  serv ice  is p en d in g  court dec ision .
6 Potentia l com p etito r JSC p e n d in g  a  court decision .
7 C om petition w ithin portions o l o v erlap p in g  serv ice  a r e a .
8 Potentially com petitive  b u t a n  inform al a g ree m e n t n o t lo  com p ete .
9  O w n ersh ip  transfe r to  W RI is p en d in g  APUC com m issioner dec ision .

1 0  R esidential se rv ice  only.
11 The on ly h o ld e r  o l tw o certificates.
12 O w n ersh ip  is by  v illoo ge  co rp o ratio n .
13 Portion o l serv ice  a r e a  restricted  to residen tial se rv ice  only.
14 S erv ice  a r e a  restricted to  res id en tia l serv ice only.
15  Eadusivo com m ercial serv ice  w ithin orig ina l serv ice  a r e a .

private
m unicipal

priva te
privole

privole

priva te
p riv a te

priva te
boro ugh

priv a te

private
bo ro ugh
m unicipal
private
priv a te
privole
priv a te
priva te

priva te
priva te
m unicipal
p rivo le

pn v au r
b o ro ugh

priv a te
privole
priv a te
priv a te
priva te
priva te
priva te
m unicipal
m unicipal
privole
p riv a te
p ri. a te
privole

9 .1 5

8
13
1 0 ,1 4

2 .1 1 .1 5  
2

12

P rep o red  by  th e  leg isloh v*  R esearch  A g ency , F ebruary  1 9 9 0  (9 0 .1 9 0 5 1 ) .



R E f U S E  A N D  G A R B A G E  U T I L I T I E S  
( 1 S 8 7  C a l e n d a r  Y e a r )

Utility

_______________R e v e n u e s
T o t a l

M e t  P l a n t  R e v e n u e s
N e t

I n c o m e  C u s t o m e r s

( G r o s s  O p e r a t i n g  R e v e n u e  G r e a t e r  T h a n  $ 2 0 0 , 0 0 0 )

A n c h o r a g e  R e f u s e ,  I n c . $ 2 , 4 5 8 , 8 0 4 $ 9 , 2 1 0 , 3 9 6 $ 1 6 3 , 8 1 1 2 6 , 0 7 6

C h a n n e l  S a n i t a t i o n  C o r p o r a t i o n 2 7 6 , 8 9 4 2 , 1 3 2 , 3 0 5 < 3 9 0 , 4 8 4 > 4 , 9 2 0

D r a k e ’ s  S a n i t a t i o n ,  I n c . 1 1 3 2 , 4 8 8 4 5 4 , 6 4 1 < 8  , 7 1 6 > 1 6 5

E a g l e  R i v e r  R e f u s e ,  I n c , 1 8 5 , 6 1 0 9 3 2 , 9 6 5 3 2 , 6 9 7 4 , 1 1 8

F a r  N o r t h  S a n i t a t i o n ,  I n c . 1 , 5 6 9 , 6 1 6 1 , 2 1 4 , 2 5 8 1 3 3 , 8 6 7 7 1 2

I n t e r i o r  S e r v i c e s ,
R a l p h  E .  B a r t l e t t  d / b / a 7 8 8 , 8 2 2 5 1 9 , 9 1 6 < 2 3 , 9 4 8 > 2 6 2

K o d i a k  S a n i t a t i o n ,  I n c . 8 2 , 4 3 7 8 2 0 , 5 5 1 7 0 , 3 2 2 1 8 2

P e n i n s u l a  S a n i t a t i o n  C o m p a n y ,  I n c . ? 2 5 2 , 3 9 5 1 , 3 5 0 , 3 2 1 8 5 , 8 0 4 1 , 3 4 0

W a s i l l a  R e f u s e ,  I n c . 3 1 3 0 , 7 8 0 5 4 1 , 0 3 7 7 4 , 5 8 4 7 0 2

T O T A L $ 5 , 8 7 7 , 8 4 6 $ 1 7 , 1 7 6 , 3 9 0 $ 1 3 7 , 9 3 7 3 8 , 4 7 7

S A M P L r  M O N T H L Y R E S I D E N T I A L R E F U S E  R A T E S
( A s  o f J u n e  3 0 ,  1 9 8 8 )

1  R E C E P T A C L E  
1  P I C K - U P /

2  R E C E P T A C L E S  
1  P I C K - U P /

C O M M U N I T Y W E E K W E E K U T I L I T Y

A n c h o r a g e $  1 3 . 3 4 $  1 3 . 3 4 A n c h o r a g e  R e f u s e ,  I n c .

E a g l e  R i v e r 1. 3 . 3 4 1 3 . 3 4 . i a g l e  R i v e r  R e f u s e ,  I n c .

F a i r b a n k s 1 2 . 0 0 1 2 . 0 0 F a r  N o r t h  S a n i t a t i o n  S e r v i c e , I n c .

F a i r b a n k s 1 2 . 0 0 1 2 . 0 0 D r a k e ' s  S a n i t a t i o n ,  I n c .

F a i r b a n k s 6 . 0 0 6 . 0 0
>

I n t e r i o r  S e r v i c e s ,
R a l p h  E .  B a r t l e t t  d / b / a

G i r d w o o d / A l y e s k a 1 1 . 5 0 1 1 . 5 0 P e n i n s u l a  S a n i t a t i o n  C o m p a n y , I n c .

H o m e r 9 . 2 3 1 2 . 9 8 P e n i n s u l a  S a n i t a t i o n  C o m p a n y , I n c .

H o p e - T u r n a g a i n  A r m  1 1 . 5 0 1 1 . 5 0 P e n i n s u l a  S a n i t a t i o n  C o m p a n y , I n c .

J u n e a u 1 8 . 4 4 1 8 . 4 4 C h a n n e l  S a n i t a t i o n  C o r p o r a t i o n

K e n a i 1 0 . 1 3 1 0 . 1 3 P e n i n s u l a  S a n i t a t i o n  C o m p a n y , I n c .

K o d i a k 5 . 5 0 5 . 5 0 K o d i a k  S a n i t a t i o n ,  I n c .

M a t - S u  V a l l e y 2 0 . 0 0 2 0 . 0 0 W a s i l l a  R e f u s e ,  I n c .

^ • I n f o r m a t i o n p r e s e n t e d f o r y e a r  e n d i n g  4 / 3 0 / 8 7 .

i n f o r m a t i o n p r e s e n t e d f o r y e a r  e n d i n g 6 / 3 0 / 8 7 .

i n f o r m a t i o n p r e s e n t e d f o r y e a r  e n d i n g 3 / 3 1 / 8 8 .
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-  W ou ld a l l o w  c o m p e t i t i v e  p ro c u re m e n t ( lo w e r c o s t f o r  s e r v i c e s ) .
-  C o u ld  e n t e r  i n t o  e n fo r c e a b le  c o n t r a c t s  ( b e t t e r  q u a l i t y  o f s e r v i c e ) .
-  No r a t e  in c r e a s e s  im p o se d ( e l im i n a t e  u n c o n t r o l l a b le  in c r e a s e s ) .

*  80% r a t e  in c r e a s e  p ro p o s e d  b y F a ir b a n k s  h a u le r
-  No in c e n t i v e  f o r  in n o v a t i v e  s o l u t i o n s  to  e x i s t i n g  p ro b le m s  u n d e r m o n o p o ly  

s e t - u p  ( l a c k  o f  c o m p e t i t i o n  s to p s  in n o v a t i v e  a c t i o n s ) .
B o ttom  l i n e :  r e g u l a t i o n  s h o u ld  g iv e  im p ro v e d  s e r v i c e  t o  co n s um e r.

r e g u l a t i o n  o f A la s k a n  w a s te  h a u le r s  h a s r e u l t e d  i n  p o o r e r 
s e r v i c e  and h ig h e r  c o s t

IS  MORE, NOT LESS , REGULATION NEEDED?

-  APUC r e g u l a t i o n  i s  a lm o s t e x c l u s i v e l y  e c o n om ic r e g u l a t i o n .
-  Many a g e n c ie s  r e g u la t e  th e  t r a n s p o r t  and d is p o s a l o f  s o l i d  w a s te  (EPA ,

U .S .D O T , ADEC, AST , FNSB) f o r  e n v i r o n m e n ta l and p u b l i c  h e a l t h  c o n c e rn s . 
APUC d e r e g u la t io n  w o n 'c  e f f e c t  th o s e  r e g u l a t o r y  e f f o r t s .
APUC has recomm ended d e r e g u la t io n  f o r  l a s t  10 y e a r s .

-  APUC r e g u la t o r y  a t te m p ts  t o  in c r e a s e  c o m p e t i t i o n  h a ve r e s u l t e d  i n  w id e l y  
d i f f e r i n g  r e g u l a t o r y  s t r u c t u r e s  i n  v a r i o u s  c o m m u n it ie s .

W ILL DEREGULATION GREATLY INCREASE ENVIRONMENTAL RISK?

-  C u r r e n t d e b a te  o v e r r i s k s / l i a b i l i t i e s  o f w a s te  m anagem en t :'.s c e n te r e d  on 
d i s p o s a l .

-  APUC r e g u la t i o n s  a f f e c t  c o l l e c t i o n / t r a n s p o r t , n o t d i s p o s a l .
-  C o l l e c t i o n / t r a n s p o r t  i s  c o m p le t e ly  s e p a r a te  is s u e  f r o m  d is p o s a l .

WHAT W ILL BE THE IMPACT OF DEREGULATION’ ON THE EX IST ING HAULERS?

-  C o m p e t i t io n  w i l l  f a v o r  e x i s t i n g ,  w e l l -m a n a g e d  f i r m s ,  due to  th e  a d v a n ta g e  
o f a l r e a d y  p u rc h a s e d  e q u ip m e n t , and in c r e a s e d  k n o w le d g e  and e x p e r ie n c e .

-  D e r e g u la t io n  w i l l  a l l o w  o t h e r  w i l l i n g  c om p a n ie s to  com p e te w i t h  th e
e x i s t i n g  h a u le r s , w i t h  im p ro v e m e n ts  i n  s e r v i c e  and c o o t s .

-  O th e r f i r m s  i n t e r e s t e d  i n  c o m p e t in g  w i t h  th e  e x i s t i n g  h a u le r s  d o n ’ t  a p p e a r 
c o n c e rn e d  w i t h  e c o n om ie s o f  s c a le  i s s u e .

-  C o s t o f  th e  n e c e s s a r y  e q u ip m e n t , w h i l e  h i g h ,  i s  n o t p r o h i b i t i v e .

SHOULD CONTINUED REGULATION BE TRADED FOR INCREASED RECYCLING?

-  T h is  a rg um e n t a g a in  m ix e s  c o l l e c t i o n  and d is p o s a l is s u e s .
-  P r o p o s a l f u r t h e r  c o n fu s e s  is s u e  b y  m ix in g  ty p e s  o f  w a s te  r e c o v e r y .
-  M o s t w a s te  r e c o v e r y  t i e d  to  d is p o s a l (w h ic h  d o e s n ' t  in v o l v e  A P U C - re g u la te d  

b u s in e s s e s ) .
-  Such d i s p o s a l - l i n k e d  r e c y c l i n g  d o e s n ' t  w o rk  e c o n o m ic a l ly  i n  AK .
-  S o u rc e  s e p a r a t io n  and c o l l e c t i o n  o n ly  r e c y c l i n g  a c t i v i t i e s  w h ic h  c o u ld  be 

d i r e c t l y  l i n k e d  t o  APUC h a u le r s .
-  E f f e c t  w o u ld  be t o  f o r c e  e x i s t i n g  s m a l l b u s in e s s  r e c y c l e r s  o u t o f th e  

m a r k e tp la c e  w h i l e  p r o t e c t i n g  h a u le r s  f r o m  c o m p e t i t i o n
-  S o l i d  w a s te  p r o c e s s in g  i n  AK i s  a lm o s t u n r e g u la t e d , s i t t i n g  b e tw e e n ADEC 's 

d is p o s a l r e g u la t i o n s  and APUC 's c o l l e c t i o n  r e g u l a t i o n s .
B e s t a p p ro a c h  w o u ld  be ADEC r e g u l a t i o n  o f  s u c h  p r o c e s s in g , n o t APUC (d u e 
t o  th e  e n v i r o n m e n ta l v s . e c o n om ic o u t lo o k  o f  th e  tw o a g e n c ie s )



A L A S K A  P U B L I C  U T I L I T I E S  COMM I S S I O N  
H e a r i n g s ,  1 9 8 3 - 1 9 ( 1 8 :

C o l l e c t i o n  a n d  D i s p o s a l  o f  G a r b a g e ,  K e f u s e ,  a n d  T r a s h

I . H e a r i n g s  P e r t a i n i n g  t o  C e r t i f i c a t i o n  M a t t e r s

D o c k e t  ( s )

U - H 3 - 8 ,  V a l l e y  K e f U s e ,  e t  a l .

u - 0 1 - 6 0 ,  D r a k e  S a n i t a t i o n ;  
U - H - l - 7 0 ,  N o r t h  P o l e  T r a s h  S e r v . ;  
U— b f » - 2 d  , N o r t h  P o l e  T r a s h  S e r v .

U - 8 0 - 7 5 , M a t - S u  B o r o u g h

U - 0 6 - 9 7 ,  J u n e a u  S a n i t a t i o n  
C o r p o r a  t i o n

U-07-21 , 

U - 8 0 - 2 2 ,

C ft S E n t e r p r i s e s  

A l m a  C o r p o r a t i o n

U - H H - 2 2 ,  A l m a  C o r p o r a t i o n ;  
U - 8 8 - - 1 5 ,  A l l - A l a s k a  E n t e r p r i s e s ;  
u - 8 8 - 5 6 ,  S u t t o n  S a n i t a t i o n

IJr i t ; c ( s )  o f  H e a r i n g ( s )

1 0 / 1 7 ,  1 9 ,  3 1 / ( 1 3  
1 1 / 1 / 8 3  
1 2 / 6 ,  7 / ( 1 3 
2 / 1 / 0 4

6/18/85

2 / 2 - 1 / 0 7

9 / 1 5 / 8 7

5 / 2 3 - 2 4 / 0 8

7 / 2 0 / 8 8

1 0 / 2 - 1 / ( 1 8

O f f  * r s  o r  C o m m ' r s  P r e s e n t

C o i n i n ' r s  A y i ,  W e a t h e r l y

O f f ' r  J a c k s o n

C o m m ' r s  A g i ,  G u e s s  

O f f ' r  J a c k s o n

O f f ' r  J a c k s o n

O f f ' r  J a c k s o n
C o i n i n ' r s  A g i ,  S o k o l o v ,
Wh i t e a k c r

O f f ' r  J a c k s o n
C o i n i n ' r s  A g i ,  K n o w l e s ,
S o k o l o v

H e a r i n g
Hours

4 9

2

7

i 1

5

-15

O f f  r - H o u r s / C o i n i n '  r - H o u r s

98

18

S u b t o t a l s 76 1-12

APUC Hearings 1903-1988 - Page 1 of 2
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II. Hearings Pertaining to Hate Hattois.

D o c k e t  ( : ; ) P a t e l s )  o f  H e a r i n g )

U - 8 5 - 3 6 ,  A n c h o r a g e  R e f u s e ;  
0 - 8 5 - 4 4 ,  R a g l e  R i v e r  R e f u s e

U - 8 7 - 5 8 ,  F a r  N o r t h  S a n i t a t i o n

U - 8 8 - 2 ,  A n c h o r a g e  R e f u s e ;  
U - 8 8 - 3 , E a g l e  R i v e r  R e f u t e

1 1 / 1 / 8 5
1 1 / 4 / 8 5

2 / 2 9 / 8 8
3 / 1 / 8 8
3 / 1 - 2 / 8 8

6/6/88

U - 8 8 - 1 7 ,  I n t e r i o r  S e r v i c e s ;  1 1 / 1 / 8 8
U - 8 8 - 3 9 ,  I n t e r i o r  S e r v i c e s ;
U - 8 7 - 6 4 , I n t e r i o r  S e r v i c e s  1 1 / 2 / 8 8

APUC Hearings 1983-1988 - Page 2 of 2

O f  f  1 r s  o r  C o i n i n ' r s  P r e s e n t  Ho n  r s  01 1 ' r - H o u r s / t . ' o i i u n 1 1 - I R . a u s

O f f ' r  J a c k s o n  5 5
O f f ' r  J a c k s o n  2 2

O f f ' r  J a c k s o n  1 I
O f f ' r  J a c k s o n  4 4
O f f ' r  J a c k s o n  4 4

O f f ' r  J a c k s o n  3 12
C o n u n 1 r s  A g i ,  K n o w l e s ,
S o k o l o v

O f f ' r  J a c k s o n  5 5

O f f ' r  J a c k s o n  4 4

S u b t o t a 1 : 2 8 37





SEN, C O M M I T T E E  R E P O R T

C O M M I T T E E  O F  R E F E R R A L

DATE: 1/25/90

Date of 5-Day Notice: Z> / ! ? q
(in accordance with Uniform Rule 23)

L & c Committee considered

Act relating to disability insurance; efd,

FURTHER: HESS
Finance

DATE TURNED 
INTO OFFICE: 3 U s 'O

SSSB 304

and recommended:

[u^replace with CS 5 S  S 3 , z o 4  M

[ ] attached amendment(s)

[ ] _____________________________

[ t^do pass

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations

( ] further referral to ______

same title 
] new title

letter of intent adopted

ATTACH ES  NEW F IS C A L  N O T E ( S ) :
Department(s)/Date:

[v<f^fiscal note(s) __________
J J - e p f  o f  C o m n w c - e -  2 ./2 3 /1, w x.
( f o r .  S S S 6 3 0 4  H - C S S S s f l  ^ ^ c))

l? 0 ,

[ ] appropriation-no fiscal note

Department(s)/Date: 

C 3 zero fiscal note(s)____________

[ ] Governor's bill w/fiscal note

OTHER RECOMMENDATIONS:

^O h c iir : S ignature and Recommendation



S e n a t o r  J a l j t t  (3 la c h j  ( E o g l | iU

Box v Alaska j&tatc ICcgislaturc
Juneau, Alaska 99811 
(907) 465 4797

Box 55028
North Pole, Alaska 99705 
(907) 488 0862

MEMORANDUM

DATE: February 23, 1990

TO: Senator Dick Eliason
Senate Labor & Comm

FROM: Senator Jack Coghi

SUBJECT: Sena' Bill 304 Spon

Senate Bill 304, "An Act relating to disability insurance; and 
providing for an effective date" would establish a 
Comprehensive Disability Insurance Association. The purpose 
of the association would be to provide access to disability 
insurance coverage to all residents of the state who are 
denied adequate disability insurance coverage for any reason 
or who are otherwise considered uninsurable.

The availability of this insurance would be through a pool 
established by members of medical service corporations in the 
state that offer medical coverage through health insurance.
It would be mandatory for those corporations offering any 
medical coverage to maintain membership in the association.

The Comprehensive Disability Insurance Corporation would be 
governed by a Board of Directors, which would include the 
Director of the Division of Insurance. They shall establish a 
plan of operation to provide disability insurance.

In order to make this system work, minimum and maximum 
benefits shall also be established.

The pool sti ;oture shall establish premium rates that must be 
fair. A ceilJng would be established of 150% of the coverage 
of the five highest carriers offering health benefit plans in 
the state.

The bill also sets out the duties of the Director of the 
Division of Insurance, and establishes the eligibiltv f 
persons who may be covered under this program.

I ask that you give Senate Bill 304 your most favorable 
consideration, as everyone should have the opportunity to 
purchase health insurance.



TKME
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  F e b r u a r y  2 0 ,  1 9 9 0

S U B J E C T :  D i s a b i l i t y  i n s u r a n c e  -  S S S B  3 0 4

T O :  S e n a t o r  J a c k  C o g h i l l

FROM: M i c h a e l  F .  F o r d  '
L e g i s l a t i v e  C o u n s e l

T h e  f o l l o w i n g  i s  a  s e c t i o n a l  a n a l y s i s  o f  S S S B  3 0 4 :

S e c t i o n  1 -  L e g i s l a t i v e  i n t e n t .

S e c t i o n  2

S e c .  2 1 . 5 5 . 0 1 0  -  E s t a b l i s h e s  t h e  C o m p r e h e n s i v e  D i s a b i l i t y  
I n s u r a n c e  A s s o c i a t i o n  a n d  p r o v i d e s  t h a t  t h e  p u r p o s e  o f  t h e  
a s s o c i a t i o n  i s  t o  p r o v i d e  h e a l t h  i n s u r a n c e  t o  e l i g i b l e  r e s i ­
d e n t s  o f  t h e  s t a t e .

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

S e c .  2 1 . 5 5 . 0 3 0  -  E s t a b l i s h e s  t h e  g e n e r a l  p o w e r s  o f  t h e  a u ­
t h o r i t y .

S e c .  2 1 . 5 5 . 0 4 0  -  R e q u i r e s  t h e  a s s o c i a t i o n  t o  d e v e l o p  a  p l a n  
o f  o p e r a t i o n .  P r o v i d e s  s p e c i f i c  i t e m s  t h a t  m u s t  b e  i n c l u d e d  
i n  t h e  p l a n  o f  o p e r a t i o n .

S e c .  2 1 . 5 5 . 0 5 0  -  E x e m p t s  t h e  a s s o c i a t i o n  f r o m  t h e  A d m i n i s ­
t r a t i v e  P r o c e d u r e  A c t  ( A S  4 4 . 6 2 ) .

S e c .  2 1 . 5 5 . 0 6 0  -  E x e m p t s  t h e  a s s o c i a t i o n  f r o m  a l l  t a x e s  e x ­
c e p t  t a x e s  o n  r e a l  o r  p e r s o n a l  p r o p e r t y .  A l l o w s  a  f a x  
c r e d i t :  f o r  m e m b e r s  o f  t h e  a s s o c i a t i o n .

S e c .  2 1 . 5 5 . 1 0 0  -  R e q u i r e s  t h e  a u t h o r i t y  t o  p r o v i d e  h e a l t h  
c a r e  i n s u r a n c e  t o  e l i g i b l e  r e s i d e n t s  o f  t h e  s t a t e .



Senator Jack C og h ill
Page 2
February 20, 1990

S e c .  2 1 . 5 5 . 1 1 0  -  E s t a b l i s h e s  m i n i m u m  b e n e f i t s  t h a t  m u s t  b e  
p r o v i d e d .

S e c .  2 1 . 5 5 . 1 2 0  -  E s t a b l i s h e s  d e d u c t i b l e  a n d  c o p a y m e n t  a m o u n t s .  
P r o v i d e s  f o r  a n n u a l  a d j u s t m e n t  o f  t h e  d e d u c t i b l e .

S e c .  2 1 . 5 5 . 1 3 0  -  E s t a b l i s h e s  c r i t e r i a  f o r  c o v e r a g e  o f  a  p r e ­
e x i s t i n g  c o n d i t i o n .

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

S e c .  2 1 . 5 5 . 1 5 0  -  E s t a b l i s h e s  l i m i t s  o n  t h e  p r e m i u m  c h a r g e d  
f o r  s t a t e  i n s u r a n c e .

S e c .  2 1 . 5 5 . 2 0 0  -  E s t a b l i s h e s  c r i t e r i a  f o r  s e l e c t i o n  o f  a n  
i n s u r e r  t o  a d m i n i s t e r  t h e  s t a t e  p l a n .

S e c .  2 1 . 5 5 . 2 1 0  -  E s t a b l i s h e s  t h e  d u t i e s  o f  t h e  i n s u r e r  w h o  
a d m i n i s t e r s  t h e  s t a t e  p l a n .

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

S e c .  2 1 . 5 5 . 3 0 0  -  E s t a b l i s h e s  e l i g i b i l i t y  r e q u i r e m e n t s  f o r  
e n r o l l m e n t  i n  t h e  s t a t e  p l a n .

S e c .  2 1 . 5 5 . 3 1 0  -  P r o v i d e s  f o r  e n r o l l m e n t  i n  t h e  s t a t e  p l a n .

S e c .  2 1 . 5 5 . 3 2 0  -  R e q u i r e s  t h e  w r i t i n g  c a r r i e r  t o  a c t  o n  a n  
e n r o l l !  ' ••nt  a p p l i c a t i o n  w i t h i n  3 0  d a y s .

S e c .  2 1 . 5 5 . 3 3 0  -  E s t a b l i s h e s  t h e  e f f e c t i v e  d a t e  o f  i n s u r a n c e  
c o v e r a g e .

S e c .  2 1 . 5 5 . 3 4 0  -  R e q u i r e s  t h e  a s s o c i a t i o n  t o  s o l i c i t  e l i g i b l e  
r e s i d e n t s  f o r  e n r o l l m e n t .

S e c .  2 1 . 5 5 . 4 0 0  -  D u t i e s  o f  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  
i n s u r a n c e .

S e c .  2 1 . 5 5 . 4 1 0  -  G i v e s  t h e  s t a t e  i m m u n i t y  f o r  a c t s  o r  o m i s ­
s i o n s  o f  t h e  a s s o c i a t i o n ,  a n d  f o r  p a y m e n t  o f  c l a i m s .

S e c .  2 1 . 5 5 . 5 0 0  -  D e f i n i t i o n s .



S e n a t o r  J a c k  C o g h i l l  
P a g e  3
F e b r u a r y  2 0 ,  1 9 9 0

S e c t i o n  3 -  E s t a b l i s h e s  a  t a x  c r e d i t  f o r  m e m b e r s  o f  t h e  a s ­
s o c i a t i o n .

S e c t i o n  A -  R e q u i r e s  t h e  a s s o c i a t i o n  t o  m a k e  i n s u r a n c e  a v a i l -  
a b l e  t o  r e s i d e n t s  b y  J a n u a r y  1 ,  1 9 9 1 .

S e c t i o n  5 -  E f f e c t i v e  d a t e .
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FISCAL NOTE ANALYSIS - SSSB 304

Funding for a new PFT position, Chief of Operations, 
$65.4, is included.

Travel: The director is an ex-officio board member of the Comprehensive 
Disability Insurance Association. The seven members of the board Will be from 
out-of-stnte insurance companies and hospital or medical service corporations. 
The travel estimate is based on the director or the director’s designee attending 
eight out-of-state board meetings in the first year of operation and four in each 
subsequent year at an estimated cost of $1,600 for each.

Contractual: Each year, the division will have to contract with an actuary to 
verify that the rating structures of the association are actuarially sound. The 
estimate for the annual contract is $25,000.

In addition, the director may undertake studies or demonstration projects to 
develop awareness of the benefits of the program. The annual estimate for this 
is $8,000.

$2,000 is also included for the new position’s miscellaneous contractual 
expenditures.

Supplies: The new position’s supplies are estimated at $1,000.

Equipment: A work station and computer are included for the new position at 
$10,000.

Revenue: The members of the Comprehensive Disability Insurance
Association are entitled to receive a credit against taxes levied by the state on 
disability insurance premiums. The maximum potential loss of state revenue is 
equal to the total tax collected on disability insurance premiums. It is 
impossible to predict what the actual tax revenue loss will be. However, using 
1987 premium data as a benchmark, the state could lose $4.2 million.

$144,444.0 1987 disability premiums of insurers
 x.2,7%. Tax rate
$ 3,900.0 Tax revenue

$ 61,189.0 1987 disability premiums of hospital and
medical service corporations 

155.610.01 Less claims
$ 5,579.0 Taxable premiums

x 6.0% Tax rate
$ 334.7 Tax revenue

$ 3,900.0
± J M l

$ 4.234.7 1987 total disability insurance tax revenue

Furthermore, an insurer whose assessment exceeds their tax liability can carry
forward the excess credit to be applied against future years’ tax liabilities.

4056D-2/22390c page 2 of 2
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Insurance Industry
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SB 304 provides for a third party medical care financing mechanism for residents who are 
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l similar to CSHB 585 of the Fourteenth Legislature, and HB 72 and HB 474 of the Fifteenth
i Legislature. There is the possib i l i ty  of a substantial loss of premium tax revenues up to
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I

Insurance Industry
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SB 304 provides fo r  a th ird  party medical care financing mechanism fo r  residents who are 
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ANALYSIS OF BILL PROGRAM EFFECTS

See Attached • -
• •' • . /•
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t
i
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J See Attached
i
i
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SB  3 0 4

A NAT.YRTS O F B M 7P R O G R A M

SECTION 2 A S 21.55,010 - ,5.0.0 

AS 21.55,0.1Q

This section creates the Comprehensive Disability Insurance Association 
(CDIA). Membership is mandatory as a condition of licensure for those insurers 
and hospital or medical service corporations that offer major medical coverage 
in Alaska. "Self-insurers" are not members and could not be forced to be 
members due to the preexemption created by the Employee Retirement Income 
Security Act of 1974 (ERISA).

A S  21.55.fl2Q
■ -V  

• .■

Criteria for CDIA’s seven-member ooard is established in this section. The 
director or director’s designee is a nonvoting, ex-officio member of the board. 
The vote of a board member is weighted based upon that member’s share of 
Alaska disability insurance premium for major medical coverage. The CDIA 
board members may be compensated only for their expenses incurred as board 
members. The costs incurred by the director for association related duties, such 
as travel expenses to attend board meetings, must be borne by the Division of 
Insurance’s budget. FY 91 would be impacted the most as numerous meetings 
can be anticipated to implement this program. Four board meetings can be 
anticipated in future years. The board meetings could also be expected to take 
place outside of Alaska as board membership will be insurers domiciled outside 
of this state. It will be more cost effective for members to meet in a central 
location in the contiguous 48 states.

AS 21.55.030- .060

These sections set out CDIA’s general powers, an outline for a plan of 
operations, an exemption from the Administration Procedures Act, and an 
exemption from any taxes and fees levied by the state or any political 
subdivisions (other than those on real or personal property).

AS 21.55.100

Two plans of disability insurance are required to be made available to eligible 
residents. The two plans are differentiated by the deductible described in 
AS 21.55.120 ($1,000 and $5,000).

4076D/22390e
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A resident is eligible (AS 21.55.300(a)) for coverage if the person provides 
evidence of:

1. rejection for medical reasons, a requirement of restrictive 
riders, an updated premiums or a preexisting condition limitation 
which has the effect of substantially reducing coverage as compared 
to a person considered to be a standard risk, by at least one member 
insurer within six months of the date of application; or

2. involuntary termination of disability insurance coverage for 
any reason other than nonpayment of premiums.

The following persons are not eligible (AS 21.55.300(b)):

1. a person who, at the time of application, is eligible for 
medical assistance; v

2. a person who terminated coverage under this chapter unless 
12 months have elapsed since termination, or that the person can 
show that other continuous coverage was involuntarily terminated 
for any reason other than for nonpayment of premium;

3. a person on whose behalf $500,000 in benefits have been 
paid; and

4. inmates of public institutions and persons whose benefits 
are duplicated under public programs.

It should be noted that a person who previously has had double coverage and 
involuntarily loses one coverage plan would be eligible for this program. If it is 
not the sponsor’s intent for this program to provide for double coverage, this 
section would need to be amended to accomplish this.

No other eligibility criteria may be applied other than that found in 
AS 21.55.300 and a person may not be demed coverage if those criteria are met 
and application is made in accordance with AS 21.55.310.

A S 2 i.5 5 .n o  • . . r  :  :

Minimum benefit standards are established in this section. The benefit 
configuration is quite comprehensive and may provide for premium rates that 
may not be affordable even with a premium cap of 150% of a standard rate 
established under AS 21.55.150. A  "no frills" catastrophic type of benefit 
configuration may wish to be considered in order to address the affordability 
issue.

AS 21,55-120

The two deductible amounts of $1,000 and $5,000 are established here. A 
deductible "carry-over" provision is established for expenses incurred in the last 
three months of a v; calendar year used to satisfy the deductible. Those 
expenses will be used to also satisfy the deductible in the following year.

4076D/22390e
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A copayment maximum is established.

An insured’s out-of-pocket costs are limited to $2,000 as a result of responsibility 
for the deductible and copayment.

The deductible may be adjusted annually by the director based upon the change 
in the consumer price index for the Anchorage Metropolitan area.

AS 21.55.130

This section provides the allowable preexisting medical condition provision to be 
included in the state plans. No coverage is to be provided for the first twelve 
months of coverage for any preexistent medical conditions.

The state plan must credit time covered under a previous contract which was 
involuntarily terminated toward satisfaction of the time parameters in which 
coverage is not provided for a preexisting condition. In such a situation and if 
the person applies for state plan coverage within 31 days after involuntary 
termination, the state plan coverage is retroactive to the termination date.

This section provides a list of care and services not to be covered by the state 
plans.

AS 21.55.150

Standards for the establishment of premium rates are found here. Age banded 
rates that vary by geographic location of the insured are required. The rates 
charged by the CDIA are not to be excessive, inadequate, or unfairly 
discriminatory. However, the maximum rates charged may not exceed 150% of 
the average of the rates charged for a standard risk by the five insurers with the 
largest member of Alaskan residents covered under equivalent plans of 
insurance coverage. The director would need to establish criteria to determine 
actuarially equivalent plans and collect data regarding the number of persons 
covered in each plan in order to determine the five members whose rates are 
going to be solicited. (This data is not currently reported.) Furthermore, each of 
the five insurer’s rates for its actuarially equivalent plans would have to be 
verified as being actuarially sound by the division. This activity will have a 
fiscal impact on the division as well as on the insurance industry. A  less costly 
approach would be to determine the five insurers on the basis of total disability 
premiums written in Alaska. However, the division would still need to contract 
annually with a qualified actuary to determine the structural compatibility and 
actuarial soundness of the rate structures.

Testimony on CSHB 589 of the Fourteenth Legislature from the insurance 
industry indicated that actuarially sound rates for the uninsurable population 
might exceed standard rates by a factor of three. Therefore, the mandatory cap 
at 150% of standard would provide for an inadequate rate basis which would 
seem to provide for a conflict between AS 21.55.150(a) and AS 21.55.150(c).

4076D/22390e
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Criteria for the selection of the member to administer the state plans is found in 
this section. Essentially, the criteria entail the proven ability to administer 
large insurance contracts efficiently. An additional criteria that may wish to be 
considered would be to require that an administrative, claims payment facility 
be located in Alaska. However, cost/benefit justification would need to prevail.

AS 21.55.21Q

This section sets out the duties to be performed by the writing carrier. The 
duties include those usually performed by any insurer or hospital or medical 
service corporation. I would recommend this section be amended to include the 
function of premium billing. It would appear the intent is to have premiums 
paid on a auarterly basis (see AS 21.65.330(a)). If this is the intent, the 
frequency of billing and premium payments should bo stipulated to be quarterly.

The material provisions of this section pertain to establishing each member’s 
liability for its proportional share of the costs to operate the state plans and 
proportional share of claims that exceed the premiums collected. Each 
member’s proportional share i3 determined by the relationship of its total 
disability insurance premiums or subscriber fees to the total of all members. 
Failure by a member to pay an assessment within 30 days from when it is due is 
grounds for revocation of that member’s certificate of authority. Any gains from 
operations of the state plans are required to be held at interest and be used to 
offset future claims or to reduce premium rates.

Any assessments paid by a member are considered an expense item for 
statutory financial reporting purposes.

AS 21.55.300

Eligibility for participation in the state plans is outlined in this section as well 
as an outline for those persons not eligible. These criteria were discussed 
previously in the comments on AS 21.55.100.

This section contains the procedure for application for state plan coverage, and a 
description of the personal information required to be provided. However, this 
section does not include a provision for an applicant to submit proof of eligibility 
such as a copy of a letter of rejection from a member, a copy of an insurance 
contract with a restrictive rider, or proof that previous coverage was 
involuntarily terminated for reasons other than nonpayment of premium. This 
section needs to be amended to include a requirement that such information be 
provided in the application for state plan coverage. It should also be noted that 
no premium payment is required to accompany the application.

4076D/22390e
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This section requires the writing carrier to respond to each applicant within 
30 days of request of an application. The application is either rejected for 
noncompliauce with AS 21.6b.300 and AS 21.65.310, or it is accepted and billing 
information is provided.

ASJ21.55.a30

The effective date of coverage under the state plans is governed by this section. 
The primary criteria for coverage effectuation is the receipt of the appropriate 
premium by the writing carrier. Generally, coverage is retroactive to the date of 
the application. However, coverage may be retroactive to the date that a 
person’s previous coverage was terminated if that person:

1. applies for state plan coverage within 60 days after the previous 
coverage was terminated;

2. is accepted by the writing carrier; and

3. pays a specified premium for the period of retroactive coverage.

One area in need of clarification is what date constitutes the "date of 
application". Basically, two possible dates could constitute that date:

1. the date the applicant signs the application (under the 
assumption the application form will have a signature space, and a space 
for the applicant to date his or her signature). If this is the intended date, 
it is recommended that each applicant’s signature and date of signature be 
notarized;

OR
2. the date the writing carrier receives a completed application. 

This would be determined assumedly by a mechanically stamped day/date 
of receipt on the application itself.

Amendment is necessary to clarify this item. It is suggested that this be 
accomplished in the definitions section, AS 21.55.500.

AS 21.55.340

This section calls for the association to develop and implement a program of 
public awareness that encourages and facilitates participation in the state 
plans. Any member that rejects coverage or applies underwriting restrictions is 
required to inform that person of the existence of the state plans, eligibility 
requirements, and the application procedures.

The marketing of the state plans, other than by association members or the 
writing carrier on a direct basis, is limited to licensed disability insurance 
agents. No mention is made of any compensation for the agent that "sells" a 
state plan to an eligible person. The issue of compensation for agents may wish 
to be addressed.

40'76D/22390e
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ASJ2L.5JL4&Q

The duties of the director are outlined in this section. One duty 
(AS 21.55.400(2)) entails the contracting with other governmental entities (state 
and federal) to coordinate this program with other medical assistance 
programs. It is understood that such arrangements are typically accomplished 
not through contracts, per se, but through "memoranda of agreement".

Another duty (AS 21.55.410(3)) requires the director to undertake studies and 
demonstration projects to develop awareness of this program. This appears to 
be duplicative of a similar duty imposed upon the association. It is 
recommended that this duty imposed upon the director be deleted.

ASJ11MA19.
This section states the state is not liable for the acts of the association in 
operating this plan.

This section contains the definitions of the operative terms used in this proposal.

The term "major medical" includes the lifetime maximum of $500,000. It should 
be noted that an insurer could escape membership in the association by offering 
plans with maximum benefits of less than $500,000.

AS 21.55.500(11) defines the term "usual, customary, reasonable, or prevailing 
charge". This provision needs to be amended to evaluate at what cutoff point a 
charge no longer falls within the "customary charge" range of charges. This is 
typically set at some percentile such as the 75th or 90th percentile.

This section creates an offset equal to any assessment to premium taxes 
required to be paid by a member. Such credits may be carried forward if the 
offset in a given year would reduce a member’s premium tax liability to less 
than zero.

This will result in less premium tax receipts for the state depending upon the 
state plans’ financial performance. It should be noted that this credit can be 
applied against premium taxes associated only with disability insurance 
premiums. However, this is not clear from the reading of the Section; and 
AS 21.55.060 must be read as well.

There may be an inequitable result due to the different premium tax bases for 
insurers and hospital or medical service corporations.

4076D/22390e
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S E C T I O N

This section requires that state plans be available by January 1, 1991. This 
appears to be a quite short lead time to develop these plans. If this Act is 
enacted during the first session, it might be more realistic to have the 
implementation date set at July 1,1991.

SE.CIIQ.fcL5

This Act would take effect immediately.

A M ENDMENTS PRQEOSED

1. AS 21.55.110 needs to be amended to include those benefits mandated in 
AS 21.42.345 and AS 21.42.365.

2. AS 21.55.110(2) needs to be amended to define what constitutes "dental 
conditions" for which coverage is not to be provided.

3. AS 21.55.150 needs to be amended to eliminate the conflict between 
subsections (a) and (c). (See comments on AS 21.55.150.)

4. AS 21.55.210 needs to be amended to require the writing carrier to 
perform billing functions and to stipulate that premiums be paid on a 
quarterly basis, if that is the sponsor’s intent.

5. AS 21.55.310 needs to be amended to include a requirement that the 
applicant provide information proving eligibility for state plan coverage.

6. AS 21.55.400(3) should be deleted. (See comments on AS 21.56.400.)

7. AS 21.55.500 needs to be amended to include a definition of the term "date 
of the application". (See comments on AS 21.55.330.)

8. AS 21.55.500 (11) needs to be amended to include a percentile cutoff point 
in the customary charge profile of charges. (See comments on 
AS 21.55.500.)

9. Section 3, AS 21.09.210(j) needs to be amended to make it clear that the 
premium tax credit only applies to disability insurance premiums. This 
can be accomplished by inserting the words "disability insurance 
premiums" between the words "imposed" and "under" on line 28 of page 19 
of the Bill.

4076D/22390e
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FISCAL NOTE-SB 304

T ra ve l:

The director is an ex-officio board member of the Comprehensive Disability 
Insurance Association. The seven members of the board will be from 
out-of-state insurance companies and hospital or medical service corporations. 
The travel estimate is based on the director or the director’s designee attending 
eight out-of-state board meetings in the first year of operation and four in each 
subsequent, year at an estimated cost of $1,500 for each.

C ontractu a l;

Each year, the division will have to contract with an actuary to verify that the 
rating structures of the association are actuarially sound. The estimate for the 
annual contract is $25,000.

In addition, the director may undertake studies or demonstration projects to 
develop awareness of the benefits of the program. The annual estimate for this 
is $8,000.

Revenue;

The members of the Comprehensive Disability Insurance Association are 
entitled to receive a credit against taxes levied by the state on disability 
insurance premiums. The maximum potential loss of state revenue is etjual to 
the total tax collected on disability insurance premiums. It is impossible to 
predict what the actual tax revenue loss will be. However, using 1987 premium 
data as a benchmark, the state could lose $4.2 million.

$144,444.0 1987 disability premiums of insurers
 x 2.7% Tax rate
$ 3,900.0 Tax revenue

$ 61,189.0 1987 disability premiums of hospital and
medical service corporations 

f55.610.01 Less claims
$ 5,579.0 Taxable premiums

x 6.0% Tax rate
$ 334.7 Tax revenue

$ 3,900.0
-tr.-33.4J

$ 4.234.7 1987 total disability insurance tax revenue

Furthermore, an insurer whose assessment exceeds their tax liability can carry
forward the excess credit to be applied against future years’ tax liabilities.

ANALYSIS

4056D-2
page 2 of 2
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R E Q U E S T :

STATE OF ALASKA BILL VERSION: St) 304
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OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

P E RS O N A L  SERVICES

TRAVEL

CO NT RAC TU AL

SUPPLIES

EQUIPMENT

LA N D  & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

0 0 65.4 65.4 65.4 65.4

0 0 12.0 6.0 6.0 6.0

0 0 35.0 35.0 35.0 35.0

0 0 1.0 1.0 1.0 1.0

0 0 10.0

TOTAL OPERATING 0 0 123.4 107.4 107.4 107.4

CAPITAL 0 0 0 0 0 0

R E VE NUE 0 ' 0 (0-4,234.7) (0-4,234.7) (0-4,234.7) (0-4,234.7)

FUNDING: (Thousands of dollars)
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OTHER PR/GF 
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0 0 123.4 107.4 107.4 107.4
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F t  I L L - T I M E 0 0 1 1 1 1 1
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|
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FISCAL NOTE - SB 304

Personal. Services; Funding for a new PFT position, Chief of Operations, 
$65.4, is included.

Travel; The director is an ox-oflicio board member of the Comprehensive 
Disability Insurance Association. The seven members of the board will be from 
out-of-state insurance companies and hospital or medical service corporations. 
The travel estimate is based on the director or the director’s designee attending 
eight out-of-state board meetings in the first year of operation and four in eacn 
subsequent year at an estimated cost of $1,500 for each.

Contractual; Each year, the division will have to contract with an actuary to 
verify that the rating structures of the association are actuarially sound. The 
estimate for the annual contract is $25,000.

In addition, the director may undertake studies or demonstration projects to 
develop awareness of the benefits of the program. The annual estimate for this 
is $8,000.

$2,000 is also included for the new position’s miscellaneous contractual 
expenditures.

Supplies: The new position’s supplies are estimated at $1,000.

Equipment: A work station and computer are included for the new position at
$Io,ooo.

Eevenue: The members of the Comprehensive Disability Insurance
Association are entitled to receive a credit against taxes levied by the 3tate on 
disability insurance premiums. The maximum potential loss of state revenue is 
equal to the total tax collected on disability insurance premiums. It is 
impossible to predict what the actual tax revenue loss will be. However, using 
1987 premium data as a benchmark, the state could lose $4.2 million.

$144,444.0 1987 disability premiums of insurers
 x 2.7% Tax rate
$ 3,900.0 Tax revenue

$ 61,189.0 1987 disability premiums of hospital and
medical service corporations 

T55.610.01 Less claims
$ 5,579.0 Taxable premiums
 x 6.0% Tax rate
$ 334.7 Tax revenue

$ 3,900.0
+ 334.7

$ 4.234.7 1987 total disability insurance tax revenue

Furthermore, an insurer whose assessment exceeds their tax liability can carry
forward the excess credit to be applied against future years’ tax liabilities.

ANALYSIS
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P o s it io n  T it le
C h ie f n f  Opera

T i m e  Status

~je l

N o .  o f  Posit ions
J------------

Range/Step 
 2MA-

Darg. Unit
-S-itaIf M onths 

12____

L o c a t io n

 'V'1' ’ V,, u;M

Elect ion  District

JX _____

F u n d in g  Source for Tota l Cost
Federal Receipts J002.
G .  F .  Match 1 0 0 3
G en era l  F u n d 1 0 0 4
G F  Program Receipts 1 0 0 5  
O the r

78.4

Justif icat ion
T y p e  o f  Eapend iture A m o u n t

1 2 3
Salarv 49.2 ■ ' • • : •••; ; •: • • :i
B ene f its 16.2 i I
P rem ium  Pay »
O lh e r

T o t a l  Personal Services 65.4
T rav e l
Contractua l 2.0
C o m m o d i t i e s 1.0
E q u ip m e n t TTJ.TT
Other

T o t a l  C os t ■ r s j r

[ V: V ::sy. ■ '

This position is necessary to work with the 
Comprehensive D is a b i l i ty  Insurance Association's  
board members. The d iv is ion  an tic ipates  th a t  th is  
program w i l l  take a great deal o f  s t a f f  time, 
which is  unavailab le . Another position is  
required i f  the d iv is ion  is  to take on th is  
add itional re s p o n s ib i l i ty .

Funds are Included fo r  a computer and workstation  
in  the equipment l in e  item.

7135M

R e q u e s t  F o r

N e w  P o s i t i o n

Agency
B R U

Component

Commerce & Economic Dev.

Insurance ________

Operations_______________

FY 89
Page o 
Revised Dale
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BILL ANALYSIS

STATE OF ALASKA

OFFICE OF THE GOVERNOR

OtPARTMlNT
Commerce & Econ. Dev.

MWMOM
Insurance

MU HUM MR
SB 304 Senator Coqhill 1

•HORT TITLE OF K i _
An Act Relating to D is a b i l i t y  Insurance

atftm m tr rotmo*
Neutral

-----n—
W M io r

L Jim Jordan. Deputy D irec to r
OAT*
5-4-89

OATH

sum! /
appCtSj "rr mL

Uninsurable residents and residents  
who have In v o lu n ta r i ly  lo s t  th e i r  
health insurance coverage

OTHOT
Department of Health and Social Services

o w a m o a t iq n m . w r a r  f o r  m u

Insurance Industry

OWAMttAftOMAi o w t n ow  t o  m .

Unknown

PMCAL IMPACT: □  mcu. non ATTACH*

SB 304 provides fo r  a th ir d  party  medical care financing mechanism fo r  
residents who are e i th e r  m arginally insurable or uninsurable or who have in v o lu n ta r i ly  lo s t  
th e ir  coverage with the f in a n c ia l  a b i l i t y  to pay premiums a t  a leve l deemed a ffo rd ab le .
This measure is  s im ila r  to CSHB 589 of the Fourteenth L eg is la tu re ,  and HB 72 and HB 474 of 
the F if teen th  L eg is la tu re . Unless granted a waiver by the A u th o rity ,  the s ta te  and each 
m unicipality  or school d i s t r i c t  must have i t s  health insurance ben efits  purchased through 
the Authority  (Section 1 ) .  There is  the p o s s ib i l i t y  o f  a substantia l loss o f  premium tax  
rpypniipg up t.n .£4.2 m i l l  i n n . _________________________________________________________________

m u j p r 6o r a mANALYMOF

See Attached

AMCMOMCNTS PROPOMD

See Attached
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SB 304

This section creates the Comprehensive Disability Insurance Association 
(CDIA). Membership is mandatory as a condition of licensure for those insurers 
and hospital or medical service corporations that offer major medical coverage 
in Alaska. "Self-insurers" are not members and could not be forced to be 
members due to the preexemption created by the Employee Retirement Income 
Security Act of 1974 (ERISA).

a n a l y s is q f b il i / prqg r a m  e f f e c t s

SECTION 2 AS 21.55.0.10 - .500

AS 21,55,010.

AS 21.55.020

Criteria for CDIA’s seven-member board is established in this section. The 
director or director’s designee is a nonvoting, ex-officio member of the board. 
The vote of a board member is weighted based upon that member’s share of 
Alaska disability insurance premium for major medical coverage. The CDIA 
board members may be compensated only for their expenses incurred as board 
members. The costs incurred by the director for association related duties, such 
as travel expenses to attend board meetings, must be borne by the Division of 
Insurance’s budget. FY 91 would be impacted the most as numerous meetings 
can be anticipated to implement this program. Four board meetings can be 
anticipated in future years. The board meetings could also be expected to take 
place outside of Alaska as board membership will be insurers domiciled outside 
of this state. It will be more cost effective for members to meet in a central 
location in the contiguous 48 states.

AS 21.55.030 - .060

These sections set out CDIA’s general powers, an outline for a plan of 
operations, an exemption from the Administration Procedures Act, and an 
exemption from any taxes and fees levied by the state or any political 
subdivisions (other than those on real or personal property).

A S_2-L5.5J.0Q
Two plans of disability insurance are required to be made available to eligible 
residents under the age of 65. The two plans are differentiated by the 
deductible described in AS 21.55.120 ($500 and $1,000). Additionally, a 
Medicare supplement is required to be offered to those eligible residents 
65 years of age and older.

4076D
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A resident is eligible (AS 21.55.300(a)) for coverage if the person provides 
evidence of:

1. rejection for medical reasons, a requirement of restrictive 
riders, an updated premiums or a preexisting condition limitation 
which has the effect of substantially reducing coverage as compared 
to a person considered to be a standard risk, by at least one member 
insurer within six months of the date of application; or

2. involuntary termination of disability insurance coverage for 
any reason other than nonpayment of premiums.

The following persons are not eligible (AS 21.55.300(b)):

1. a person who, at the time of application, is eligible for 
medical assistance;

2. a person who terminated coverage under this chapter unless 
12 months have elapsed since termination, or that the person can 
show that other continuous coverage was involuntarily terminated 
for any reason other than for nonpayment of premium;

3. a person on whose behalf $1,000,000 in benefits have been 
paid; and

4. inmates of public institutions and persons whose benefits 
are duplicated under public programs.

It should be noted that a person who previously has had double coverage and 
involuntarily loses one coverage plan would be eligible for this program. If it is 
not the sponsor’s intent for this program to provide for double coverage, this 
section would need to be amended to accomplish this.

No other eligibility criteria may be applied other than that found in 
AS 21.55.300 and a person may not be demed coverage if those criteria are met 
and application is made in accordance with AS 21.55.310.

AS 21.55.110

Minimum benefit standards are established in this section. The benefit 
configuration is quite comprehensive and may provide for premium rates that 
may not be affordable even with a premium cap of 150% of a standard rate 
established under AS 21.55.150. A  "no frills" catastrophic type of benefit 
configuration may wish to be considered in order to address the affordability 
issue.

AS 21.55.120

The two deductible amounts of $500 and $1,000 are established here. A  
deductible "carry-over" provision is established for expenses incurred in the last 
three months of any calendar year used to satisfy the deductible. Those 
expenses will be used to also satisfy the deductible in the following year.

4076D
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A copayment of 20% is established. This copayment applies to all types of 
charges except those for the treatment of mental and nervous conditions which 
is 50%.

An insured’s out-of-pocket costs are limited to $2,000 as a result of responsibility 
for the deductible and copayment. However, no cap is placed on out-of-pocket 
expenses for treatment of mental and nervous conditions.

The deductible may be adjusted annually by the director based upon the change 
in the consumer price index for the Anchorage Metropolitan area. Tne 
out-of-pocket limit must be adjusted annually by the same index.

A S  21,55,130

This section provides the allowable preexisting medical condition provision to be 
included in the state plans. No coverage is to be provided for the first six 
months of coverage for any preexistent medical conditions.

The state plan must credit time covered under a previous contract which was 
involuntarily terminated toward satisfaction of the time parameters in which 
coverage is not provided for a preexisting condition. In such a situation and if 
the person applies for state plan coverage within 31 days after involuntary 
termination, the state plan coverage is retroactive to the termination date.

AS 21.55.140

This section provides a list of care and services not to be covered by the state 
plans.

AS 21.55.150

Standards for the establishment of premium rates are found here. Age banded 
rates that vary by geographic location of the insured are required. The rates 
charged by the CDIA are not to be excessive, inadequate, or unfairly 
discriminatory. However, the maximum rates charged may not exceed 150% of 
the average of the rates charged for a standard risk by the five insurers with the 
largest member of Alaskan residents covered under equivalent plans of 
insurance coverage. The director would need to establish criteria to determine 
actuarially equivalent plans and collect data regarding the number of persons 
covered in each plan in order to determine the five members whose rates are 
going to be solicited. (This data is not currently reported.) Furthermore, each of 
the five insurer’s rates for its actuarially equivalent plans would have to be 
verified as being actuarially sound by the division. This activity will have a 
fiscal impact on the division as well as on the insurance industry. A  less costly 
approach would be to determine the five insurers on the basis of total disability 
premiums written in Alaska. However, the division would still need to contract 
annually with a qualified actuary to determine the structural compatibility and 
actuarial soundness of the rate structures.

4076D
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Testimony on CSHB 589 of the Fourteenth Legislature from the insurance 
industry indicated that actuarially sound rates for the uninsurable population 
might exceed standard rates by a factor of three. Therefore, the mandatory cap 
at 150% of standard would provide for an inadequate rate basis which would 
seem to provide for a conflict between AS 21.55.150(a) and AS 21.55.150(c).

AS 21.55.200

Criteria for the selection of the member to administer the state plans is found in 
this section. Essentially, the criteria entail the proven ability to administer 
large insurance contracts efficiently. An additional criteria that may wish to be 
considered would be to require that an administrative, claims payment facility 
be located in Alaska. However, cost/benefit justification would need to prevail.

A & 2 L 5 L 2 1 0

This section sets out the duties to be performed by the writing carrier. The 
duties include those usually performed by any insurer or hospital or medical 
service corporation. I would recommend tnis section be amended to include the 
function of premium billing. It would appear the intent is to have premiums
Jmid on a quarterly basis (see AS 21.55.330(a)). If this is the intent, the 
requency of billing and premium payments should be stipulated to be quarterly.

AS 21,55,220

The material provisions of this section pertain to establishing each member’s 
liability for its proportional share of the costs to operate the state plans and 
proportional share of claims that exceed the premiums collected. Each 
member’s proportional share is determined by the relationship of its total 
disability insurance premiums or subscriber fees to the total of all members. 
Failure by a member to pay an assessment within 30 days from when it is due is 
grounds for revocation of that member’s certificate of authority. Any gains from 
operations of the state plans are required to be held at interest and be used to 
offset future claims or to reduce premium rates.

Any assessments paid by a member are considered an expense item for 
statutory financial reporting purposes.

AS 21.55.300

Eligibility for participation in the state plans is outlined in this section as well 
as an outline for those persons not eligible. These criteria were discussed 
previously in the comments on AS 21.55.100.

4076D
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This section contains the procedure for application for state plan coverage, and a 
description of the personal information required to be provided. However, this 
section does not include a provision for an applicant to submit proof of eligibility 
such as a copy of a letter of rejection from a member, a copy of an insurance 
contract with a restrictive rider, or proof that previous coverage was 
involuntarily terminated for reasons other than nonpayment of premium. This 
section needs to be amended to include a requirement that such information be 
provided in the application for state plan coverage. It should also be noted that 
no premium payment is required to accompany the application.

AS-21,55,310

This section requires the writing carrier to l’espond to each applicant within 30 
days of request of an application. The application is either rejected for 
noncompliance with AS 21.55.300 and AS 21.55.310, or it is accepted and billing 
information is provided.

The effective date of coverage under the state plans is governed by this section. 
The primary criteria for coverage effectuation is the receipt of the appropriate 
premium by the writing carrier. Generally, coverage is retroactive to the date of 
the application. However, coverage may be retroactive to the date that a 
person’s previous coverage was terminated if that person:

1. applies for state plan coverage within 60 days after the previous 
coverage was terminated;

2. is accepted by the writing carrier; and

3. pays a specified premium for the period of retroactive coverage.

One area in need of clarification is what date constitutes the "date of 
application". Basically, two possible dates could constitute that date:

1. the date the applicant signs the application (under the 
assumption the application form will have a signature space, and a space 
for the applicant to date his or her signature). If this is tne intended date, 
it is recommended that each applicant’s signature and date of signature be 
notarized;

m

2. the date the writing carrier receives a completed application. 
This would be determined assumedly by a mechanically stamped day/date 
of receipt cn the application itself.

4076D
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Amendment is necessary to clarify this item. It is suggested that this be 
accomplished in the definitions section, AS 21.55.500.

A S  21.55.34Q

This section calls for the association to develop and implement a program of 
public awareness that encourages and facilitates participation in the state 
plans. Any member that rejects coverage or applies underwriting restrictions is 
required to inform that person of the existence of the state plans, eligibility 
requirements, and the application procedures.

The marketing of the state plans, other than by association members or the 
writing carrier on a direct basis, is limited to licensed disability insurance 
agents. No mention is made of any compensation for the agent that "sells" a 
state plan to an eligible person. The issue of compensation for agents may wish 
to be addressed.

AS 21.55.400

The duties of the director are outlined in this section. One duty 
(AS 21.55.400(2)) entails the contracting with other governmental entities (state 
and federal) to coordinate this program with other medical assistance 
programs. It is understood that such arrangements are typically accomplished 
not tlirough contracts, per se, but through "memoranda of agreement".

Another duty (AS 21.55.410(3)) requires the director to undertake studies and 
demonstration projects to develop awareness of this program. This appears to 
be duplicative of a similar duty imposed upon the association. It is 
recommended that this duty imposed upon the director be deleted.

AS 21.55.410

This section states the state is not liable for the acts of the association in 
operating this plan.

AS_2L_5iL5-QQ.

This section contains the definitions of the operative terms used in this proposal.

The term "major medical" includes the lifetime maximum of $1,000,000. It 
should be noted that an insurer could escape membership in the association by 
offering plans with maximum benefits of less than $1,000,000.

AS 21.55.500(11) defines the term "usual, customary, reasonable, or prevailing 
charge". This provision needs to be amended to evaluate at what cutoff point a 
charge no longer falls within the "customary charge" range of charges. This is 
typically set at some percentile such as the 75th or 90th percentile.

4076D
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SECTION 3

This section creates an offset equal to any assessment to premium taxes 
required to be paid by a member. Such credits may be carried forward if the 
offset in a given year would reduce a member’s premium tax liability to less 
than zero.

This will result in less premium tax receipts for the sta^ depending upon the 
state plans’ financial performance. It should be noted tdiat this credit can be 
applied against premium taxes associated only with disability insurance 
premiums. However, this is not clear from the reading of the Section; and 
AS 21.55.060 must be read as well.

There may be an inequitable result due to the different premium tax bases for 
insurers and hospital or medical service corporations.

SECTION 4

This section requires that state plans be available by January 1, 1990. This 
appears to be a quite short lead time to develop these plans. If this Act is 
enacted during the first session, it might be more realistic to have the 
implementation date set at July 1,1990.

SECTION 5

This Act would take effect immediately.

A M E N D M E N T S  PROPOSED

1. AS 21.55.110 needs to be amended to include those benefits mandated in 
AS 21.42.345 and AS 21.42.365.

2. AS 21.55.110(2) needs to be amended to define what constitutes "dental 
conditions" for which coverage is not to be provided.

3. AS 21.55.150 needs to be amended to eliminate the conflict between 
subsections (a) and (c). (See comments on AS 21.55.150.)

4. AS 21.55.210 needs to be amended to require the writing carrier to 
perform billing functions and to stipulate that premiums be paid on a 
quarterly basis, if that is the sponsor’s intent.

5. AS 21.55.310 needs to be amended to include a requirement that the 
applicant provide information proving eligibility for state plan coverage.

6. AS 21.55.400(3) should be deleted. (See comments on AS 21.55.400.)

7. AS 21.55.500 needs to be amended to include a definition of the term "date 
of the application". (See comments on AS 21.55.330.)

4076D
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8. AS 21.55.500 (11) needs to be amended to include a percentile cutoff point 
in the customary charge profile of charges. (See comments on 
AS 21.55.500.)

9. Section 3, AS 21.09.210(j) needs to be amended to make it clear that the 
premium tax credit only applies to disability insurance premiums. This 
can be accomplished by inserting the words "disability insurance 
premiums" between the words "imposed" and "under" on line 28 of page 19 
of the Bill.

4076D
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j& m ator 3M]n J®, (JJack) (ttiujljill

Box V
Juneau , Alaska 9981 l 
(907) 465-4797

JMhbIm State ’ifllvyisslatittr

Box 55028
North Pole, Alaska 99705 
(907) 488 0862

, 'S S ' r",X

MEMORANDUM

To: Senator Dick Eliason
Senate Labor and

From: Senator Jack Coghi

Re: State Disability

Date: January 16,

Attached you will find a legislative proposal and sectional 
analysis, I had prepared to solve a particular disability 
insurance problem.

The draft reflects an approach that other states have used to 
rectify similar problems.

• /
Due to my senate minority status however, I would like to
recommend this proposal for your consideration as a committee
bill.
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T h e  f o l l o w i n g  i s  a  s e c t i o n a l  a n a l y s i s  o f  W o r k  O r d e r  6 - 0 2 2 7 A :  

S e c t i o n  1 -

S e c .  2 1 . 5 5 . 0 1 0  -  E s t a b l i s h e s  t h e  d i s a b i l i t y  i n s u r a n c e  a s ­
s o c i a t i o n  a n d  r e q u i r e s  t h a t  a l l  d i s a b i l i t y  i n s u r e r s  d o i n g  
b u s i n e s s  i n  t h e  s t a t e  b e  m e m b e r s  o f  t h e  a s s o c i a t i o n .

S e c .  2 1 . 5 5 . 0 2 0  -  E s t a b l i s h e s  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  
a s s o c i a t i o n  a n d  p r o v i d e s  f o r  o r g a n i z a t i o n  o f  t h e  b o a r d .

S e c .  2 1 . 5 5 . 0 3 0  -  E s t a b l i s h e s  t h e  g e n e r a l  p o w e r s  o f  t h e  
a s s o c i a t i o n .

S e c .  2 1 . 5 5 . 0 4 0  -  R e q u i r e s  t h e  a s s o c i a t i o n  t o  s u b m i t  a n  
o p e r a t i o n a l  p l a n  t o  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  i n s u r ­
a n c e  a n d  p r o v i d e s  t h a t  t h e  p l a n  m u s t  c o n t a i n  c e r t a i n  p r o ­
v i s i o n s  .

S e c .  2 1 . 5 5 . 0 5 0  -  E x e m p t s  t h e  a s s o c i a t i o n  f r o m  t h e  
A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  4 4 . 6 2 ) .

S e c .  2 1 . 5 5 . 0 6 0  -  P r o v i d e s  t h a t  t h e  a s s o c i a t i o n  i s  e x e m p t  
f r o m  s t a t e  o r  l o c a l  t a x e s ,  e x c e p t  f o r  r e a l  o r  p e r s o n a l  p r o p ­
e r t y  t a x e s .

S e c .  2 1 . 5 5 . 1 0 0  -  R e q u i r e s  t h e  a s s o c i a t i o n  t o  o f f e r  a n  i n ­
d i v i d u a l  p l a n  o f  d i s a b i l i t y  i n s u r a n c e  t o  e l i g i b l e  s t a t e  r e s ­
i d e n t s .  R e q u i r e s  t h a t  t h e  a s s o c i a t i o n  o f f e r  a  m e d i c a r e  s u p ­
p l e m e n t  p l a n  t o  r e s i d e n t s  w h o  a r e  6 5  o r  o l d e r  a n d  p r o v i d e s
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t h a t  t h e  a s s o c i a t i o n  m a y  n o t  d e n y  c o v e r a g e  t o  e l i g i b l e  s t a t e  
r e s i d e n t s .

S e c .  2 1 . 5 5 . 1 1 0  -  E s t a b l i s h e s  t h e  m i n i m u m  b e n e f i t s  t h a t  t h e  
s t a t e  d i s a b i l i t y  i n s u r a n c e  p l a n  m u s t  o f f e r  f o r  m e d i c a l  s e r ­
v i c e s  .

S e c .  2 1 . 5 5 . 1 2 0  -  E s t a b l i s h e s  t h e  d e d u c t i b l e  a n d  c o p a y m e n t  
a m o u n t s  t h a t  t h e  s t a t e  m a y  r e q u i r e  i n  t h e  i n s u r a n c e  p l a n .

S e c .  2 1 . 5 5 . 1 3 0  -  P r o v i d e s  t h a t  p r e e x i s t i n g  c o n d i t i o n s  m a y  
n o t  b e  e x c l u d e d  f r o m  c o v e r a g e  f o r  a  p e r i o d  g r e a t e r  t h a n  s i x  
m o n t h s .

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

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

S e c .  2 1 . 5 5 . 2 0 0  -  E s t a b l i s h e s  c r i t e r i a  f o r  s e l e c t i o n  o f  a n  
i n s u r e r  t o  p r o v i d e  t h e  d i s a b i l i t y  i n s u r a n c e  p o l i c y  a n d  h a n ­
d l e  i n s u r a n c e  c l a i m s  u n d e r  t h e  s t a t e  i n s u r a n c e  p l a n .

S e c .  2 1 . 5 5 . 2 1 0  -  E s t a b l i s h e s  s p e c i f i c  d u t i e s  o f  t h e  i n s u r ­
e r  s e l e c t e d  t o  p r o v i d e  t h e  d i s a b i l i t y  p o l i c y  a n d  c l a i m s  s e r ­
v i c e .

S e c .  2 1 . 5 5 . 2 2 0  -  P r o v i d e s  t h a t  a  p e r s o n  m a y  e n r o l l  i n  t h e  
s t a t e  p l a n  b y  p a y i n g  t h e  a p p r o p r i a t e  p r e m i u m  t o  t h e  i n s u r e r .  
A l s o  p r o v i d e s  t h a t  e a c h  m e m b e r  o f  t h e  a s s o c i a t i o n  i s  r e s p o n ­
s i b l e  f o r  t h e  c o s t s  o f  s t a t e  d i s a b i l i t y  i n s u r a n c e  t h a t  e x ­
c e e d  p r e m i u m  p a y m e n t s .  U n d e r  S e c .  2 o f  t h i s  d r a f t ,  a n  i n ­
s u r e r  t h a t  i s  r e q u i r e d  t o  p a y  a n  a s s e s s m e n t  u n d e r  t h i s  s e c ­
t i o n  i s  e n t i t l e d  t o  a  t a x  c r e d i t  u n d e r  AS  2 1 . 0 9 . 2 1 0 .

S e c .  2 1 . 5 5 . 3 0 0  -  E s t a b l i s h e s  e l i g i b i l i t y  c r i t e r i a  f o r  e n ­
r o l l m e n t  i n  t h e  s t a t e  i n s u r a n c e  p l a n .

S e c .  2 1 . 5 5 . 3 1 0  -  E s t a b l i s h e s  p r o c e d u r e s  f o r  e n r o l l i n g  i n  
t h e  s t a t e  i n s u r a n c e  p l a n .

S e c .  2 1 . 5 5 . 3 2 0  -  R e q u i r e s  t h a t  a n  a p p l i c a t i o n  f o r  e n r o l l ­
m e n t  b e  a c c e p t e d  o r  r e j e c t e d  w i t h i n  3 0  d a y s  o f  r e c e i p t  b y  
t h e  i n s u r e r .
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S e c .  2 1 . 5 5 . 3 3 0  -  E s t a b l i s h e s  t h e  e f f e c t i v e  d a t e  o f  i n s u r ­
a n c e  c o v e r a g e  u n d e r  t h e  s t a t e  p l a n .

S e c .  2 1 . 5 5 . 3 4 0  -  R e q u i r e s  t h a t  t h e  d i s a b i l i t y  i n s u r a n c e  
a s s o c i a t i o n  d e v i s e  a n d  i m p l e m e n t  a  p u b l i c  a w a r e n e s s  p r o g r a m  
t o  e n c o u r a g e  e n r o l l m e n t  i n  t h e  s t a t e  i n s u r a n c e  p l a n .

S e c .  2 1 . 5 5 . 4 0 0  -  E s t a b l i s h e s  d u t i e s  o f  t h e  d i r e c t o r  o f  t h e  
d i v i s i o n  o f  i n s u r a n c e  r e g a r d i n g  t h e  d i s a b i l i t y  i n s u r a n c e  
a s s o c i a t i o n .

S e c .  2 1 . 5 5 . 4 1 0  -  E s t a b l i s h e s  t h a t  t h e  s t a t e  i s  i m m u n e  f r o m  
l i a b i l i t y  f o r  a c t s  o r  o m i s s i o n s  o f  t h e  a s s o c i a t i o n .

S e c .  2 1 . 5 5 . 5 0 0  -  D e f i n i t i o n s  s e c t i o n .

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

S e c t i o n  3  -  R e q u i r e s  t h a t  t h e  s t a t e  d i s a b i l i t y  i n s u r a n c e  b e  
a v a i l a b l e  t o  r e s i d e n t s  b y  J a n u a r y  1 ,  1 9 9 0 .

S e c t i o n  4 -  E f f e c t i v e  d a t e .

M F F : m i
w l c m i 3 / 0 6 7
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I N  T H E SE NAT E BY C O G H IL L

S ENA TE B I L L  NO.

I N  TH E L E G I S L A T U R E  OF THE ST A T E  O F  ALASKA 

S I X T E E N T H  L E G I S L A T U R E  -  F I R S T  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 :  " A n  A c t  r e l a t i n g  t o  d i s a b i l i t y  i n s u r a n c e ;  a n d  p r o v i d ­

i n g  f o r  a n  e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE L E G I S L A T U R E  OF THE ST ATE OF A L A S K A :

*  S e c t i o n  1 .  AS 21  i s  a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  r e a d :

C H A P T E R  5 5 .  S T A T E  D I S A B I L I T Y  I N S U R A N C E .

A R T I C L E  1 .  C O M P R E H E N S IV E  D I S A B I L I T Y  IN SU RA N CE A S S O C I A T I O N .

S e c .  2 1 . 5 5 . 0 1 0 .  C R E A T I O N ;  M E M B E R S H I P .  T h e r e  i s  e s t a b l i s h e d  a  

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

D i s a b i l i t y  I n s u r a n c e  A s s o c i a t i o n .  M e m b e r s h i p  c o n s i s t s  o f  a l l  l i c e n s e d  

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

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

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

p o l i c i e s  f o r  m a j o r  m e d i c a l  c o v e r a g e  o n  a n  e x p e n s e  i n c u r r e d  b a s i s .  A l l  

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

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

c o n t r a c t s  f o r  m a j o r  m e d i c a l  c o v e r a g e ,  i n  t h e  s t a t e .

S e c .  2 1 . 5 5 . 0 2 0 .  BOARD OF D I R E C T O R S ;  O R G A N I Z A T I O N .  T h e  b o a r d  o f  

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

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

o f  t h e  d i v i s i o n  o f  i n s u r a n c e .  T h e  d i r e c t o r  o r  t h e  d i r e c t o r ' s  d e s i g n e e  

s h a l l  s e r v e  a s  a  n o n v o t i n g  e x  o f f i c i o  m e m b e r  o f  t h e  b o a r d .  I n  d e t e r ­

m i n i n g  v o t i n g  r i g h t s  a t  m e m b e r s '  m e e t i n g s ,  a  m e m b e r  i s  e n t i t l e d  t o  

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

t h e  m e m b e r ' s  p r e m i u m s  f o r  d i s a b i l i t y  i n s u r a n c e  f o r  m a j o r  m e d i c a l
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coverage oh an expense incurred basis, or the member's subscriber 

fees, derived from or on behalf of state residents in the previous

calendar year, as determined by the director. In approving members of

the board, the director shall consider, among other things, whether 

all types of participating members are fairly represented. Members of 

the board other than the director or the director's designee may be 

reimbursed from the association for expenses incurred by them as 

members, but may not otherwise be compensated by the association for 

their services. The costs of conducting meetings of the association 

and its board of directors shall be borne by members of the associa­

tion.

Sec. 21.55.030. GENERAL POWERS. The association may

(1) exercise the powers granted to insurers under the laws 

of the state;

(2) sue or be sued;

(3) enter into contracts with insurers, similar associa­

tions in other states, or with other persons for the performance of

administrative functions;

(4) establish administrative and accounting procedures for 

the operation of the association.

Sec. 21.55.040. PLAN OF OPERATION. (a) The association shall 

submit to the director a plan of operation and amendments necessary or 

suitable to ensure the fair, reasonable, and equitable administration 

of the association. The plan of operation and amendments become

effective upon approxal in writing by the director. If the associa­

tion fails to submit a suitable plan of operation by a date that is 

180 days after the effective date of this Act, or if at a subsequent

time the association fails to submit suitable amendments to the plan,

the director may, after notice and hearing, adopt reasonable

-2-



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

* * i

WORK DRAFT W O R K  DRAFT WORK DRAFT

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

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

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

( b )  A l l  m e m b e r s  o f  t h e  a s s o c i a t i o n  s h a l l  c o m p l y  w i t h  t h e  p l a n  o f  

o p e r a t i o n .

( c )  T h e  p l a n  o f  o p e r a t i o n  m u s t

( 1 )  e s t a b l i s h  p r o c e d u r e s  u n d e r  w h i c h  a l l  t h e  p o w e r s  a n d  

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

( 2 )  e s t a b l i s h  p r o c e d u r e s  f o r  h a n d l i n g  a s s e t s  o f  t h e  a s s o ­

c i a t i o n  ;

( 3 )  e s t a b l i s h  t h e  a m o u n t  a n d  m e t h o d  o f  r e i m b u r s i n g  m e m b e r s  

o f  t h e  b o a r d  o f  d i r e c t o r s  u n d e r  AS 2 1 . 5 5 . 0 2 0 ;

( 4 )  e s t a b l i s h  r e g u l a r  p l a c e s  a n d  t i m e s  f o r  m e e t i n g s  o f  t h e  

b o a r d  o f  d i r e c t o r s ;

( 5 )  e s t a b l i s h  p r o c e d u r e s  f o r  k e e p i n g  r e c o r d s  o f  a l l  f i n a n ­

c i a l  t r a n s a c t i o n s  o f  t h e  a s s o c i a t i o n ,  i t s  a g e n t s ,  a n d  t h e  b o a r d  o f

d i r e c t o r s ;

( 6 )  p r o v i d e  t h a t  a  m e m b e r  i n s u r e r  a g g r i e v e d  b y  a  f i n a l  

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

w i t h i n  3 0  d a y s  a f t e r  t h e  a c t i o n  o r  d e c i s i o n ;

( 7 )  e s t a b l i s h  p r o c e d u r e s  u n d e r  w h i c h  s e l e c t i o n s  f o r  t h e  

b o a r d  o f  d i r e c t o r s  w i l l  b e  s u b m i t t e d  t o  t h e  d i r e c t o r ;

( 8 )  c o n t a i n  a d d i t i o n a l  p r o v i s i o n s  n e c e s s a r y  o r  p r o p e r  f o r  

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

S e c .  2 1 . 5 5 . 0 5 0 .  A D M I N I S T R A T I V E  PROCEDURE A C T .  T h e  a s s o c i a t i o n  

i s  e x e m p t  f r o m  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  (AS 4 4 . 6 2 ) .

S e c .  2 1 . 5 5 . 0 6 0 .  TAX E X E M P T I O N .  ( a )  T h e  a s s o c i a t i o n  i s  e x e m p t  

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

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

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

p r o v i d e d  i n  A S  2 1 . 0 9 . 2 1 0 ( j ) .

A R T I C L E  2 .  S T A T E  D I S A B I L I T Y  I N S U R A N C E  P L A N S .

S e c .  2 1 . 5 5 . 1 0 0 .  T Y P E S  OF IN S U RA N C E  P L A N S .  ( a )  T h e  a s s o c i a t i o n

s h a l l  m a k e  a v a i l a b l e  t o  r e s i d e n t s  e l i g i b l e  u n d e r  AS 2 1 . 5 5 . 3 0 0  a n  

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

o f f e r  t w o  a l t e r n a t i v e s  r e l a t e d  t o  d e d u c t i b l e s  a s  d e s c r i b e d  i n  AS 2 1 . -  

5 5 . 1 2 0 .

( b )  T h e  a s s o c i a t i o n  s h a l l  m a k e  a v a i l a b l e  t o  r e s i d e n t s  e l i g i b l e  

u n d e r  AS 2 1 . 5 5 . 3 0 0  w h o  a r e  6 5  y e a r s  o f  a g e  o r  o l d e r  a  m e d i c a r e  s u p p l e ­

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

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

AS 2 1 . 8 9 . 0 6 0 .

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

a  r e s i d e n t  w h o  s a t i s f i e s  t h e  r e q u i r e m e n t s  o f  AS 2 7 . 5 5 . 3 0 0  -  21  . 5 5 . 3 1 0 .

S e c .  2 1 . 5 5 . 1 1 0 .  MINIMUM B E N E F I T S  O F  ST A T E  D I S A B I L I T Y  IN SU RA NCE

P L A N .  E x c e p t  a s  p r o v i d e d  i n  A S  2 1 . 5 5 . 1 2 0  -  2 1 . 5 5 . 1 4 0 ,  t h e  m i n i m u m  

s t a n d a r d  b e n e f i t s  o f  a  d i s a b i l i t y  i n s u r a n c e  p l a n  o f f e r e d  u n d e r  AS  2 1 . -  

5 5 . 1 0 0 ( a )  a r e  b e n e f i t s  w i t h  a  l i f e t i m e  m a x i m u m  o f  $ 1 , 0 0 0 , 0 0 0  p e r  

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

w h e n  a p p l i c a b l e ,  t h e  a l l o w a n c e  a g r e e d  u p o n  b e t w e e n  a  p r o v i d e r  a n d  t h e  

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

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

t r e a t m e n t  o f  n o n o c c u p a t i o n a l  d i s e a s e  o r  n o n o c c u p a t i o n a l  i n j u r y :

( 1 )  h o s p i t a l  s e r v i c e s ;

( 2 )  s u b j e c t  t o  t h e  l i m i t a t i o n s  o f  AS 2 1 . 3 6 . 0 9 0 ( d ) ,  p r o f e s ­

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

n u r s e  a t  t h e  p h y s i c i a n ' s  d i r e c t i o n ,  o t h e r  t h a n  s e r v i c e s  f o r  m e n t a l  o r
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d e n t a l  c o n d i t i o n s ;

( 3 )  t h e  d i a g n o s i s  o r  t r e a t m e n t  o f  m e n t a l  c o n d i t i o n s ,  a s  

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

o t h e r  t h a n  a n  i n p a t i e n t  b a s i s ,  u p  t o  a  y e a r l y  m a x i m u m  b e n e f i t  o f

$ 4 , 0 0 0 ;

( 4 )  l e g e n d  d r u g s  r e q u i r i n g  a  p h y s i c i a n ' s  p r e s c r i p t i o n ;

( 5 )  s e r v i c e s  o f  a  s k i l l e d  n u r s i n g  f a c i l i t y  f o r  n o t  m o r e

t h a n  1 2 0  d a y s  i n  a  p o l i c y  y e a r ;

( 6 )  h o m e  h e a l t h  a g e n c y  s e r v i c e s  u p  t o  a  m a x i m u m  o f  2 7 0

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

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

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

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

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

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

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

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

s o c i a l  s e r v i c e s  m a y  n o t  e x c e e d  $ 2 0 0 ;

( 7 )  h o s p i c e  s e r v i c e s  f o r  u p  t o  s i x  m o n t h s  i n  a  c a l e n d a r

y e a r ;

( 8 )  u s e  o f  r a d i u m  o r  o t h e r  r a d i o a c t i v e  m a t e r i a l s ;

( 9 )  o u t p a t i e n t  c h e m o t h e r a p y ;

( 1 0 )  o x y g e n ;

( 1 1 )  a n e s t h e t i c s ;

( 1 2 )  n o n d e n t a l  p r o s t h e s i s  a n d  m a x i l l o - f a c i a l  p r o s t h e s i s  u s e d  

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

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

p r o s t h e s i s ;

( 1 3 )  r e n t a l ,  o r  p u r c h a s e  i f  p u r c h a s e  i s  m o r e  c o s t  e f f e c t i v e

-5-
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t h a n  r e n t a l ,  o f  d u r a b l e  m e d i c a l  e q u i p m e n t  t h a t  h a s  n o  p e r s o n a l  u s e  i n  

t h e  a b s e n c e  o f  t h e  c o n d i t i o n  f o r  w h i c h  i t  w a s  p r e s c r i b e d ;

( 1 4 )  d i a g n o s t i c  x - r a y s  a n d  l a b o r a t o r y  t e s t s ;

( 1 5 )  o r a l  s u r g e r y  f o r  e x c i s i o n  o f  p a r t i a l l y  o r  c o m p l e t e l y  

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

e x t r a c t i o n  o f  t h e  e n t i r e  t o o t h ;

( 1 6 )  s e r v i c e s  o f  a  l i c e n s e d  p h y s i c a l  t h e r a p i s t  r e n d e r e d  

u n d e r  t h e  d i r e c t i o n  o f  a  p h y s -  m ;

( 1 7 )  t r a n s p o r t a t i o n  b y  a  l o c a l  a m b u l a n c e  o p e r a t e d  b y  l i c e n ­

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

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

a i r  t o  t h e  n e a r e s t  h e a l t h  c a r e  i n s t i t u t i o n  f o r  t r e a t m e n t  o f  t h e  i l l ­

n e s s  o r  i n j u r y  i f  t h e  t r e a t m e n t  i s  n o t  a v a i l a b l e  l o c a l l y ;  i f  t h e  

p a t i e n t  i s  a  c h i l d  u n d e r  1 2  y e a r s  o f  a g e ,  t h e  t r a n s p o r t a t i o n  c h a r g e s  

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

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

( 1 8 )  c o n f i n e m e n t  i n  a  l i c e n s e d  o r  c e r t i f i e d  f a c i l i t y  e s t a b ­

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

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

a t  l e a s t  4 5  d a y s  w i t h i n  a n y  c a l e n d a r  y e a r ;

( 1 9 )  a l t e r n a t i v e s  t o  i n p a t i e n t  s e r v i c e s  a s  d e f i n e d  b y  t h e  

a s s o c i a t i o n  i n  t h e  s t a t e  p l a n  b e n e f i t s ;

( 2 0 )  s e c o n d  s u r g i c a l  o p i n i o n s ;

( 2 1 )  o t h e r  s e r v i c e s  t h a t  a r e  m e d i c a l l y  n e c e s s a r y  i n  t h e  

t r e a t m e n t  o r  d i a g n o s i s  o f  a n  i l l n e s s  o r  i n j u r y  a s  m a y  b e  d e s i g n a t e d  o r  

a p p r o v e d  b y  t h e  d i r e c t o r .

S e c .  2 1 . 5 5 . 1 2 0 .  D E D U C T I B L E S  AND COPAYMENTS.  ( a )  A s t a t e  p l a n  

o t h e r  t h a n  a  m e d i c a r e  s u p p l e m e n t  p l a n  m a y  r e q u i r e  d e d u c t i b l e s  o f  $ 5 0 0  

a  p e r s o n  o r  $ 1 , 0 0 0  a  p e r s o n .  T h e  a m o u n t  o f  t h e  d e d u c t i b l e  m a y  n o t  b e

- 6 -



WORK D R A F T W O R K  D R A F T W O R K  DRAFT

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

t h a t  s e r v i c e  i s  o f f e r e d  o n  a n  i n p a t i e n t  b a s i s .  E x p e n s e s  i n c u r r e d

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

t o  a n  i n d i v i d u a l ' s  d e d u c t i b l e  f o r  t h a t  y e a r  s h a l l  a l s o  b e  a p p l i e d  t o  

t h a t  i n d i v i d u a l ' s  d e d u c t i b l e  i n  t h e  f o l l o w i n g  c a l e n d a r  y e a r .  T h e  $ 5 0 0  

m a x i m u m  a n d  t h e  $ 1 , 0 0 0  m a x i m u m  m a y  b e  a d j u s t e d  y e a r l y  t o  c o r r e s p o n d  

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

i n d e x ,  a s  a d j u s t e d  b y  t h e  d i r e c t o r .  T h e  b a s e  y e a r  f o r  t h e  c o m p u t a t i o n  

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

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

m e n t  p l a n  m a y  n o t  e x c e e d  2 0  p e r c e n t  f o r  c h a r g e s  f o r  a l l  t y p e s  o f

m e d i c a l  c a r e  i n  e x c e s s  o f  t h e  d e d u c t i b l e  a n d  5 0  p e r c e n t  f o r  s e r v i c e s  

d e s c r i b e d  i n  AS 2 1 . 5 5 . 1 1 0 ( 3 )  i n  e x c e s s  o f  t h e  d e d u c t i b l e .

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

c a l e n d a r  y e a r  u n d e r  a  p l a n  m a y  n o t  e x c e e d  a  m a x i m u m  l i m i t  o f  $ 2 , 0 0 0

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

b l e  m a x i m u m  l i m i t  h a s  b e e n  r e a c h e d  s h a l l  b e  p a i d  a t  t h e  r a t e  o f  10 0  

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

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

s h a l l  b e  p a i d  a t  t h e  r a t e  o f  5 0  p e r c e n t .  T h e  $ 2 , 0 0 0  m a x i m u m  s h a l l  b e  

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

c o m p o n e n t  o f  t h e  c o n s u m e r  p r i c e  i n d e x  a s  a d j u s t e d  b y  t h e  d i r e c t o r .

( d )  I n  t h i s  s e c t i o n ,  " c o n s u m e r  p r i c e  i n d e x "  m e a n s  t h e  c o n s u m e r  

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

A r e a  c o m p i l e d  b y  t h e  B u r e a u  o f  L a b o r  S t a t i s t i c s ,  U n i t e d  S t a t e s  D e p a r t ­

m e n t  o f  L a b o r .

S e c .  2 1 . 5 5 . 1 3 0 .  P R E E X I S T I N G  C O N D I T I O N S .  ( a )  A p o l i c y  m a y  n o t  

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

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

(b) A state plan issued to a person whose previous subscriber 

contract, insurance policy, or medicare supplement policy was invol­

untarily terminated must credit the time covered under the previous 

contract or policy toward an exclusion for preexisting conditions 

under the state plan if the previous contract or policy had a similar 

preexisting condition exclusion and the person applies for a state 

plan within 31 days after termination of the previous contract or 

policy. If a person covered by this subsection is accepted by the 

writing carrier and pays a specified premium for retroactive coverage, 

the state plan is effective retroactively to the date that the per­

son's previous contract or policy terminated.

Sec. 21.55.140. CARE AND SERVICES NOT COVERED. A state plan may 

not provide benefits for charges for the following:

(1) care for an injury or disease either

(A) arising out of and in the course of an employment 

subject to a workers' compensation or similar law or where the 

benefit is required to be provided under a workers' compensation 

policy to a sole proprietor, business partner, or corporation 

officer; or

(B) to the extent benefits are payable without regard 

to fault under a coverage statutorily required to be contained in 

a motor vehicle or other liability insurance policy or equivalent 

self-insurance;

(2) treatment for cosmetic purposes other than surgery for 

the prompt repair of an accidental injury sustained while covered or 

for replacement of an anatomic structure removed during treatment of 

tumors;

(3) travel, other than transportation covered under

-8-
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AS 21 . 5 5 . 1 1 0 ( 1 7 )  ;

( 4 )  p r i v a t e  r o o m  a c c o m m o d a t i o n s  t o  t h e  e x t e n t  t h e  c h a r g e  i s  

i n  e x c e s s  o f  t h e  i n s t i t u t i o n ' s  m o s t  c o m m o n  c h a r g e  f o r  a  s e m i p r i v a t e  

r o o m ;

( 5 )  s e r v i c e s  o r  a r t i c l e s  t o  t h e  e x t e n t  t h a t  t h e  c h a r g e

e x c e e d s  t h e  r e a s o n a b l e  c h a r g e  i n  t h e  l o c a l i t y  f o r  t h e  s e r v i c e ;

( 6 )  s e r v i c e s  o r  a r t i c l e s  t h a t  a r e  d e t e r m i n e d  n o t  t o  b e

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

p r o s t h e s i s  a s  s p e c i f i e d  i n  ( 2 )  o f  t h i s  s e c t i o n  a n d  i n  AS 2 1 . 5 5 . -  

110(12) ;

( 7 )  s e r v i c e s  o r  a r t i c l e s  t h a t  a r e  n o t  w i t h i n  t h e  s c o p e  o f

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

t h e  s e r v i c e s  o r  a r t i c l e s ;

( 8 )  s e r v i c e s  o r  a r t i c l e s  f u r n i s h e d ,  p a i d  f o r  o r  r e i m b u r s e d

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

p r o v i d e d  i n  t h i s  c h a p t e r ;

( 9 )  s e r v i c e s  o r  a r t i c l e s  f o r  c u s t o d i a l  c a r e  o r  d e s i g n e d

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

( 1 0 )  s e r v i c e  c h a r g e s  t h a t  w o u l d  n o t  h a v e  b e e n  m a d e  i f  n c  

i n s u r a n c e  e x i s t e d  o r  t h a t  t h e  c o v e r e d  i n d i v i d u a l  i s  n o t  l e g a l l y  o b ­

l i g a t e d  t o  p a y ;

( 1 1 )  e y e g l a s s e s ,  c o n t a c t  l e n s e s ,  o r  h e a r i n g  a i d s  o r  t h e

f i t t i n fo o f  t h e m ;

( 1 2 )  d e n t a l  c a r e  n o t  s p e c i f i c a l l y  c o v e r e d  b y  t h i s  c h a p t e r ;

( 1 3 )  s e r v i c e s  o f  a  r e g i s t e r e d  n u r s e  w h o  o r d i n a r i l y  r e s i d e s  

i n  t h e  c o v e r e d  i n d i v i d u a l ' s  h o m e ,  o r  w h o  i s  a  m e m b e r  o f  t h e  c o v e r e d  

i n d i v i d u a l ' s  f a m i l y  o r  t h e  f a m i l y  o f  t h e  c o v e r e d  i n d i v i d u a l ' s  s p o u s e ;

( 1 4 )  e x p e r i m e n t a l  p r o c e d u r e s ;  a n d

( 1 5 )  s e r v i c e s  a n d  s u p p l i e s  f o r  w h i c h  t h e  p a t i e n t  w a s  n o t



c h a r g e d .

S e c .  2 1 . 5 5 . 1 5 0 .  S T A T E  PL AN P R E M I U M S .  ( a )  T h e  a s s o c i a t i o n  m a y  

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

t h a t  i s  e x c e s s i v e ,  i n a d e q u a t e ,  o r  u n f a i r l y  d i s c r i m i n a t o r y .

( b )  T h e  a s s o c i a t i o n  s h a l l  u s e  s e p a r a t e  s c a l e s  o f  p r e m i u m  r a t e s  

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

( c )  T h e  f i v e  m e m b e r s  o f  t h e  a s s o c i a t i o n  t h a t  i n s u r e ,  o r  h a v e  

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

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

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

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

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

f o r  a  s t a t e  p l a n  m a y  n o t  e x c e e d  1 5 0  p e r c e n t  o f  t h e  a v e r a g e  o f  t h o s e  

f i v e  e s t i m a t e s .

A R T I C L E  3 .  A D M I N I S T R A T I O N  OF P L A N S .

S e c .  2 1 . 5 5 . 2 0 0 .  S E L E C T I O N  OF W R I T I N G  C A R R I E R S .  T h e  a s s o c i a t i o n  

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

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

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

m e m b e r ' s  p r o v e n  a b i l i t y  t o  h a n d l e  a  l a r g e  n u m b e r  o f  d i s a b i l i t y  i n s u r ­

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

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

S e c .  2 1 . 5 5 . 2 1 0 .  D U T I E S  O F  W R I T I N G  C A R R I E R S .  ( a )  T h e  w r i t i n g  

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

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

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

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

q u e s t  t o  t e r m i n a t e  w i t h i n  9 0  d a y s  o f  i t s  r e c e i p t .  A f a i l u r e  t o  m a k e  a  

f i n a l  d e c i s i o n  o n  a  r e q u e s t  t o  t e r m i n a t e  w i t h i n  t h e  s p e c i f i e d  p e r i o d
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shall be considered an approval. Six months before the expiration of 

each three-year period, the association shall invite submissions of 

policy forms from members of the association, including the writing 

carrier. The association shall follow the provisions of AS 21.55.210 

in selecting a writing carrier for the subsequent three-year period.

(b) The writing carrier shall provide to all eligible persons 

enrolled in a state plan an individual policy or certificate, setting 

out a statement of the insurance protection to which the person is 

entitled, with whom claims are to be filed, and to whom benefits are 

payable. The policy or certificate must indicate that coverage was 

obtained through the association.

(c) The writing carrier shall submit to the association and the 

director on a quarterly basis a report on the operation of the state 

plans. The association shall determine the specific information to be 

contained in the report.

(d) The writing carrier shall pay claims and shall indicate that 

the claim was paid under a state plan. A claim payment must include a 

telephone number that can be used for inquiries regarding the claim.

(e) The writing carrier shall be reimbursed from the state plan 

premiums received for its direct and indirect expenses for administer­

ing the plan. Direct and indirect expenses must include a pro rata 

reimbursement for that portion of the writing carrier's administra­

tive, printing, claims administration, management and building over­

head expenses that are assignable to the maintenance and administra­

tion of the state plans. The association shall approve cost account­

ing methods to substantiate the writing carrier's cost reports consis­

tent with generally accepted accounting principles. Direct and in­

direct expenses may not include costs directly related to the original 

submission of policy forms before selection as the writing carrier.
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(f) The writing carrier shall at all times when carrying out its 

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

Sec. 21.55.220. OPERATION OF THE PLAN. (a) Upon notification 

of eligibility under AS 21.55.320, a person may enroll in a state plan 

by paying the appropriate state plan premium to the writing carrier.

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

persons enrolled in a state plan may make all or a portion of a state 

plan premium payment directly to the. writing carrier.

(c) Each member of the association shall share the losses due to 

claims expenses of the state plans issued or approved for issuance by 

the association, and shall share in the operating and administrative 

expenses incurred or estimated to be incurred by the association 

incident to the conduct of its affairs. Claims expenses of the state 

plan that exceed the premium payments allocated to the payment of 

benefits shall be the liability of the members. Each member shall 

share in the claims expense of the state plans and operating and 

administrative expenses of the association in an amount equal to the 

ratio of the member's total fees for subscriber contracts or total 

disability insurance premiums, received from or on behalf of state 

residents, as divided by the total subscriber fees and disability 

insurance premiums received by all members from or on behalf of state 

residents, as determined by the director.

(d) The association shall make an annual determination of each 

member's liability, if any, and may make an annual fiscal year end 

assessment if npcessary. The association may also, subject to the 

approval of the director, provide for interim assessments against the 

members as may be necessary to assure the financial capability of the 

association in meeting the incurred or estimated claims expenses of 

the state plans and operating and administrative expenses of the
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association until the association's next annual fiscal year end as­

sessment. Payment of an assessment is due within 30 days after a 

member receives written notice of a fiscal year end or interim assess­

ment. Failure by a member to tender to the association the assessment 

within 30 days is grounds for revocation of a member's certificate of 

authority. A member that ceases to do disability insurance business 

in the state, or ceases to offer subscriber contracts in the state, 

due to revocation, suspension, or voluntary surrender of its certifi­

cate of authority remains liable for assessments through the calendar 

year in which the disability insurance or subscriber contract business 

ceased. The association may decline to levy an assessment against a 

member if the assessment would not exceed $10. Assessments paid by a 

member are a general expense of the member.

(e) Net gains, if any, from the operation of the state plans 

shall be held at interest and used by the association to offset future 

losses due to claims expenses of a state plan or allocated to reduce 

state plan premiums.

ARTICLE 4. ENROLLMENT IN THE STATE DISABILITY INSURANCE PLAN.

Sec. 21.55.300. ELIGIBILITY FOR STATE DISABILITY INSURANCE. (a) 

Except as provided in (b) of this section, a person who is a resident 

of the state is eligible for disability insurance coverage under this 

chapter upon providing evidence of

(1) rejection for medical reasons, a requirement of re­

strictive riders, an up-rated premium, or a preexisting conditions 

limitation on disability insurance, the effect of which is to substan­

tially reduce coverage from that received by a person considered a 

standard risk, by at least one member within the six months preceding 

the date of application; or

(2) involuntary termination of disability insurance

-13-



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

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

a n c e  c o v e r a g e  u n d e r  t h i s  c h a p t e r :

( 1 )  a  p e r s o n  w h o  i s  a t  t h e  t i m e  o f  a p p l i c a t i o n  e l i g i b l e  f o r  

m e d i c a l  a s s i s t a n c e  u n d e r  AS 4 7 . 0 7 . 0 2 0 ;

( 2 )  a  p e r s o n  w h o  t e r m i n a t e d  c o v e r a g e  u n d e r  t h i s  c h a p t e r

u n l e s s

( A )  12  m o n t h s  h a v e  l a p s e d  s i n c e  t e r m i n a t i o n ;  o r

( B )  t h a t  p e r s o n  c a n  s h o w  o t h e r  c o n t i n u o u s  c o v e r a g e  

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

n o n p a y m e n t  o f  p r e m i u m s ;

( 3 )  a  p e r s o n  o n  w h o s e  b e h a l f  t h e  s t a t e  h a s  p a i d  o u t

$ 1 , 0 0 0 , 0 0 0  i n  b e n e f i t s  u n d e r  t h i s  c h a p t e r ;  a n d

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

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

( c >  A d d i t i o n a l  e l i g i b i l i t y ^  r e q u i r e m e n t s  m a y  n o t  b e  i m p o s e d  b y  

t h e  d i r e c t o r ,  t h e  a s s o c i a t i o n ,  o r  a  w r i t i n g  c a r r i e r .

S e c .  2 1 . 5 5 . 3 1 0 .  ENROLLMENT BY AN E L I G I B L E  P E R S O N .  A p e r s o n  m a y  

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

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

( 1 )  n a m e ,  a d d r e s s ,  a g e ,  a n d  l e n g t h  o f  r e s i d e n c y  o f  t h e  

a p p l i c a n t ;  a n d

( 2 )  a  d e s i g n a t i o n  o f  t h e  p l a n  d e s i r e d ,  i n c l u d i n g  d e d u c t i b l e  

o p t i o n  c h o s e n .

S e c .  2 1 . 5 5 . 3 2 0 .  W R I T I N G  C A R R I E R ' S  R E S P O N S E .  W i t h i n  3 0  d a y s  

a f t e r  r e c e i v i n g  a n  a p p l i c a t i o n  d e s c r i b e d  i n  AS 2 1 . 5 5 . 3 1 0 ,  t h e  w r i t i n g  

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

t h e  r e q u i r e m e n t s  o f  AS 2 1 . 5 5 . 3 0 0  a n d  2 1 . 5 5 . 3 1 0  o r  s e n t  t o  t h e  e l i g i b l e  

p e r s o n  a  n o t i c e  o f  a c c e p t a n c e  a n d  b i l l i n g  i n f o r m a t i o n .
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Sec. 21.55.330. EFFECTIVE DATE OF POLICIES. (a) Except as 

provided in (b) of this section and AS 21.55.130(b), insurance under a 

state plan is effective immediately upon receipt of the first quar­

terly premium, and is retroactive to the date of the application, if 

the applicant otherwise complies with the requirements of this chap­

ter.

(b) Insurance under a state plan is effective retroactively to 

the date that the person's previous contract or policy terminated if 

the person

(1) applies for a state plan within 60 days after the 

previous contract or policy terminated;

(2) is accepted by the writing carrier; and

(3) pays a specified premium for the period of retroactive

coverage.

Sec. 21.55.340. SOLICITATION OF ELIGIBLE PERSONS. (a) The 

association, under a plan approved by the director, shall disseminate 

appropriate information to the residents of the state regarding the 

existence of the state plans and the means of enrollment. Means of 

communication may include use of the press, radio, and television, as 

well as publication in appropriate state offices and publications.

(b) The association shall devise and implement means of main­

taining public awareness of the provisions of this chapter regarding 

the state plans and shall administer this chapter in a manner that 

facilitates public participation in the state plans. The association 

shall prepare a brochure outlining the benefits and exclusions of the 

state plan in plain language.

(c) Selling or marketing of qualified state plans is limited to 

licensed disability insurance agents.

(d) An insurer or hospital or medical service corporation that
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rejects or' applies underwriting restrictions to an applicant for a 

subscriber contract, a disability insurance policy, or a medicare 

supplement plan in the state shall notify the applicant of the exis­

tence of the state plans, the requirements for being accepted, and the 

procedure for applying.

ARTICLE 5. GENERAL PROVISIONS.

Sec. 21.55.400. DUTIES OF DIRECTOR. The director may

(1) approve the selection of the writing carrier by the 

association and approve the association's contract with the writing 

carrier including the coverages and premiums to be charged;

(2) contract with the federal government or another unit of 

government to ensure coordination of the state plans with other gov­

ernmental assistance programs;

(3) undertake directly or through contracts with other 

persons studies or demonstration programs to develop awareness of the 

benefits of this chapter; and

(4) adopt regulations necessary to administer this chapter.

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

acts or omissions of the association or a writing carrier under this 

chapter, nor is the state liable for payment of a claim under a state 

plan issued by a writing carrier.

Sec. 21.55.500. DEFINITIONS. In this chapter

(1) "association" means the Comprehensive Disability Insur­

ance Association created in AS 21.55.010;

(2) "copayment" means the portion of the eligible expenses, 

in excess of the deductible, for which the insured is responsible;

(3) "deductible" means the portion of eligible expenses for 

which the insured is responsible in each calendar year under AS 21.- 

55. 120(a);
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1

(4) "disability insurance" means a group or individual
2

disability insurance policy, health care service contract, or health
3

maintenance agreement;
4

(5) "home health agency services" means any of the follow-
5

ing services provided ’jpon recommendation of a licensed physician as
6

part of a treatment plan;
7

(A) intermittent or part-time nursing services of a
8

registered professional nurse or a licensed practical nurse that

9

are provided to a person under the continued direction of the

10

person's physician and within the limitation of the nurse's

11
license;

12
(B) nursing services that are provided to a person at

13
the person's residence, including a residential care facility or

14

adult boarding home; a hospital, skilled nursing facility or

15

intermediate care facility is not considered a residence;

16
(C) home health aide services that are prescribed by

17 and under the continued direction of a physician and supervised

13
by a professional nurse;

19

(D) home health aide services that are provided to a

20
person at the person's residence, as described in (B) of this

21
paragraph;

22
(E) physical and occupational therapy services, speech

23 *
pathology, and audiology services that are prescribed by a physi­

24
cian and provided to a person by or under the supervision of a

25
qualified practitioner; these services may be provided to a

26
person who is a patient in an intermediate care facility or

27
skilled nursing facility;

28
(6) "hospice services" means services provided under a

29
coordinated comprehensive program of palliative and supportive care on
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a 24-hour, seven days per week basis for persons who have been diag­

nosed as terminally ill and their families by an interdisciplinary 

team of professionals or volunteers under an incorporated central 

administration that has a physician as medical director;

(7) "major medical coverage" means a disability insurance 

contract or subscriber contract that provides benefits for hospital 

and medical care with potential lifetime maximum benefits per insured 

of at least $1,000,000;

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

patient under the direction of a physician by a qualified social 

worker holding a master's degree from an accredited school of social 

work, including assessment of the social, psychological and family 

problems related to or arising out of the covered person's illness and 

treatment, appropriate action and utilization of community resources 

to assist in resolving the problems, and participation in the develop­

ment of treatment for the covered person;

(9) "resident" means a person who is physically present in 

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

months immediately preceding application for a state plan, and intends 

to remain permanently in the state; "resident" also includes a person 

who is not physically present in the state if the person lived in the 

state for at least thre^ of the six months immediately preceding 

application for a state plan and the person's absence from the state 

is for medical treatment or education; a person ceases to be a resi­

dent if the person is absent from the state for more than 90 consecu­

tive days for reasons other than medical treatment or education;

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

association through a writing carrier;

(11) "usual, customary, reasonable, or prevailing charge"
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m e a n s  t h e  c h a r g e  f o r  a  m e d i c a l  c a r e  p r o c e d u r e , s e r v i c e ,  o r  s u p p l y  i t e n  

t h a t  i s  t h e  l o w e s t  o f  t h e  f o l l o w i n g  a m o u n t s :

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

v i d e r ' s  a c t u a l  c h a r g e ;

( B )  t h e  c h a r g e  u s u a l l y  m a d e  b y  t h a t  p r o v i d e r  f o r  

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

i t e m ;  o r

( C )  t h e  c u s t o m a r y  c h a r g e ,  b a s e d  o n  a  p r o f i l e  o f  c h a r ­

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

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

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

s u p p l y  i t e m ;

( 1 2 )  " w r i t i n g  c a r r i e r "  m e a n s  t h e  i n s u r e r  o r  i n s u r e r s  s e l e c t ­

e d  b y  t h e  a s s o c i a t i o n  a n d  a p p r o v e d  b y  t h e  d i r e c t o r  t o  a d m i n i s t e r  a  

s t a t e  p l a n .

*  S e c .  2 .  AS  2 1 . 0 9 . 2 1 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( j )  A m e m b e r  o f  " h e  C o m p r e h e n s i v e  D i s a b i l i t y  I n s u r a n c e  A s s o ­

c i a t i o n  c r e a t e d  i n  A S  2 1 . 5 5 . 0 1 0  m a y  c r e d i t  a g a i n s t  a  p r e m i u m  t a x

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

t h e  m e m b e r  u n d e r  AS 2 1 . 5 5 . 2 2 0 ( d ) .  T h e  p o r t i o n  o f  t h e  c r e d i t  a l l o w e d

i n  t h i s  s u b s e c t i o n  t h a t  c a n n o t  b e  t a k e n  i n  a  t a x  y e a r  w i t h o u t  r e d u c i n g

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

s u c c e s s i v e  y e a r s  u n t i l  t h e  c r e d i t  is e x h a u s t e d .

*  S e c .  3 .  T h e  a s s o c i a t i o n  e s t a b l i s h e d  b y  s e c .  1 o f  t h i s  A c t  s h a l l  m a k e  

a v a i l a b l e  t o  r e s i d e n t s  t h e  p l a n s  r e q u i r e d  b y  AS 2 1 . 5 5 . 1 0 0 ,  e n a c t e d  i n  

s e c .  1 o f  t h i s  A c t ,  b y  J a n u a r y  1 ,  1 9 9 0 .

*  S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .
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March 27, 1989

lo: Senator Dick Rliason
Capital, Roan 417 
Juneau

From: Jan H. Soloy
P.O. Box 872801 
Wasilla, Alaska 99687 
376-3813

Subject: High Risk Health Irsurance Coverage

I have been an Alaskan resident since 1981, prior to moving here I worked as a 
Registerd Nurse in the speciality areas of Coronary|Intensive Care. The reason 
I. relocated to Alaska was that I married a man that resided here. We have two 
sons,Matthew is seven and Sam is 3. We own and operate a helicopter canpany that 
is based in Wasilla. The past eight years we have built the company from the 
size of one machine and one employee to five machines and 25 full- time and 
seasonal employees. Chris and I are active in community youth activity programs 
and we sponsor youth sports in the area. We also have decided to donate a piece 
of needed equipment for one of the schools in this area each year that we can.
We are firm believers in local business and individuals supporting the community.

For twelve years I have lived with a condition called Multiple Sclerosis. Although 
I am lucky and have been very stable, living and coping with a disease like MS 
has been a challenge in many ways. I have had the opportunity to be in laxge groups 
for health insurance coverage, that has changed now because of some changes in 
federal law and company policies of the group we are in. We have group benefits 
for 17 more months and if it weren't for the fact that our coverage is in Washington 
and not in Alaska, I would be out-of-luck and be without any comprehensive coverage. 
Because the Washington legislators saw fit to pass legislation that says that if 
you lose group coverage you must be guaranteed conversion to an individual plan, 
regardless of your health status.This goes beyond the COBRA law. Therefore I'm 
luckier than most with a high risk condition in a non-group situation. I have 
some basic coverage for general medical care. Nothing for Skilled Nursing Facilities, 
Hospice, Rehab., n.o catastrophic coverage at all. I'm grateful for the law in Wa. 
but I live in Alaska now. I have been turned down for insurance before but went 
back to work in a large hospital, I have been aware of health insurance problems, 
now that awareness is reality. I'm one of the 15 million in this country and thousands 
in this state alone,that because of a preexsisting condition is underinsured.The 
numbers for uninsured are much greater.

I have copies of several pieces of legislation on this topic,that have been introduced 
in the Alaskan legislature. this year and one in 1986. Granted this is a national 
problem but experts agree that we are at least 20 years away from solving it at the 
national level. Indeed,the trend for solutions is at the State level of government. 
Twenty states have passed and put into effect laws which have created some version 
of a High Risk Health Insurance Pool. This number grows each year, fifteen more, 
including Alaska have introduced bills dealing with this issue. Yes, the states lose 
money but without this coverage another group of indigents’are created. That has a 
fiscal impact on the state also. Only Multi-millionaires can afford to be without
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health insurance. One should not have to get a divorce or relinguish all assets 
to be eligible for medical benefits.

This is a problem that faces many people in Alaska. I have been in contact with 
the Heart, Diabete? ng and Epileptic Associations,MDA;Cancer S>ciety and several 
Senior Citizens gr ,l s among a few. They are all in support of state health 
insurance for people that have been refused coverage for health reasons. We all 
realize that this insurance is costly, with large deductibles. I spoke with 
several that would be able to pay this, with some effort on my part and others 
you will be hearing from constiguents on this. In the meantime, I believe it is 
time for Alaska to address this problem. I am aware of The Budget problems we face 
but if 20 going on more states can find ways to resolve this problem despite their 
varied problems, then I believe Alaska can too and will. Mike Losow of the National 
MS Society informed me that Alaska had introduced some of the best legislation 
ever designed to dissolve barriers':to health insurance coverage for the chronic 
condition groups. This made me strangely proud. I told Mike that I felt we would 
do more than design and consider. The time is now to make this a legislative priority,
even in the face of oil prices.

Furthermore, there is no sector of private business that can solve this, we have no 
one to turn to but our government. Government that was formed, among other things to 
protect and promote public health for everyone, not just the unfortunate but the 
middle-class group and upper middle-class.

I support state sponsored and created High Risk Health Insurance. Please consider 
introducing or supporting legislation that would allow access to health care for 
the ones who " fall through the cracks".

I would like to hear from you, your thoughts and how close you feel Alaska is to
passing this type of legislation.

Respectfully,

Jan H. Soloy

cc: legislative offices
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I N S U R A N C E  C O M P A N Y  S O L V E N C Y

SUMMARY

Insurance company failures have become more common in the last five 
years and, more importantly, have involved much larger companies than 
previously. Shortfalls of failed companies are still small relative to total 
industry revenues — less than one-half of 1 percent — but the consequences 
of poor business practice in this field sometimes take a long time to become 
manifest. It is important to look at industry practices and conditions with an 
eye toward ultimate results, especially with regard to possible adverse turns 
in the business environment.

The financial condition of the industry, viewed here in terms of the 
aggregate balance Bheet, appears sound, with but two important reservations: 
(a) Loss reserves at property/casualty companies inevitably include a subjective 
element, leaving room for future surprises. And (b) life companies are 
increasingly selling annuities and other investment-oriented products funded 
by "separate accounts" that put the investment risk on the clients.

When the industry’s condition is measured by the numbers of problem 
companies, there is no evident trend among the life/health segment of the 
industry (although there wa'S a one-year slippage from 1984 to 1985 that has 
not been reversed). The property/casualty segment, though, has Bhown 
definite deterioration. The proportion of companies designated for "regulatory 
attention" increased from 8.4 percent in 1978 to 21.4 percent in 1987.

Looking at case studies of a few of the more prominent insolvencies of 
the 1980s, several generic problems are found to have played a role. Among 
these are fraud, uncollectible reinsurance, and under-pricing of insurance 
services. To some extent these problems have occurred because insurance 
companies have not adequately investigated or supervised their employees, 
agents, brokers, etc. AT'r‘‘ implicitly, State supervision failed in these cases, 
given the high p r i o r . t h e  insurance commissioners themselves place on 
solvency regulation.

Finally, there are potential sources of future instability that may not. be 
fully reflected in current financial reports. Prime among these are 
uncollectible reinsurance, potentially explosive claims areas (especially 
hurricanes, earthquakes, and AIDS) and innovations in business practice (such 
as cash flow underwriting and risk retention groups). Their financial impact 
may be impossible to quantify, but may nevertheless behoove State 
commissioners to take a conservative attitude in all aspects of solvency 
regulation.
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I N S U R A N C E  C O M P A N Y  S O L V E N C Y

Insolvencies of insurance companies have occurred with increasing 
frequency since 1983, and this has prompted public questioning from several 
quarters about the future stability of the industry. While the number of 
failures has been small relative to the industry’s size, policymakers are 
understandabty concerned that a seemingly adverse trend should not be 
allowed to get out of hand. When an insurer is unable to meet its 
obligations, its clients suffer a double hardship, because those who are making 
claims are precisely those who have already experienced a serious loss (such 
as fire, death of a breadwinner, etc.). Moreover, the industry plays an 
essential role in the U.S. financial system generally, by virtue of its large 
asset holdings (on the order of $1.5 trillion).

The first priority of public regulation of insurance, then, is preserving 
company solvency - the ability to meet all valid claims. In the United States, 
regulation is performed by insurance commissioners who are officers of the 
State governments. The Federal Government is not directly involved, but 
pressures for Federal involvement might grow if company failures become 
widespread.

The number of insolvencies — as defined end counted by the National 
Association of Insurance Commissioners (NAIC) — increased from four in 1983 
to 21 in 1985. In retrospect, the rise appea?s to have been largely cyclical, as 
the industry then raised its premium rates sharply and the number of 
insolvencies fell to 13 b> i987. Still, the number was high by historical 
standards1 and, more importantly, the failing companies were of increasingly 
large size. Thus the need for payments from State guaranty funds has 
continued to grow, despite the financial recovery of the industry as a whole. 
Guaranty fund assessments, just $82 million in 1984, grew to $917 million in 
1987 and probably exceeded $1 billion in 1988. Even at these elevated levels, 
assessments amount to only about one-half percent of the property/casualty 
industry’s total premiums. Nevertheless, the trend suggests that remedial 
action may be needed.

This report addresses several questions raised by the recent spate of large 
company failures. What do currently reported financial figures say about the 
condition of the industry? Is there any pattern among prominent failures 
already experienced? And what future developments, not reflected in current 
accounts, might plausibly threaten the industry’s financial stability?

1 The average annual number between 1970 and 1983 was only six.
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The insurance industry’s financial condition can be analyzed 
quantitatively in at least three basic wayB: by an aggregate balance sheet, by 
trends in the numbers of companies showing subnormal financial 
characteristics, and by the rate at which insolvencies occur. By custom (which 
is followed here) the two principal segments of the industry — 
property/casualty (P/C) and life/health (L/H) — are treated separately. As will 
be seen, the two segments differ fundamentally in their financial structures 
and functions.

F I N A N C I A L  C O N D I T I O N  O F  T E E  I N D U S T R Y

INDUSTRY BALANCE SHEET, DECEMBER 31, 1987

Industry aggregate balance sheets in simplified form for the two segments 
are displayed in tables 1 and 2. These are derived by adding together the 
data for (nearly) all the firms licensed in the United States, as filed with 
regulators and using the industry’s specialized accounting system known as 
"statutory accounting." Most of the data referred to in this section are derived 
from balance sheets rather than such other reports as the income statement, 
because this is where assets are compared to liabilities. The difference 
between these figures is net worth,2 and firms are considered solvent as long 
as net worth is positive. That is to say, a solvent firm’s assets, if liquidated, 
presumably can cover all of the firm’s liabilities.

2 In the special accounting system used in the industry, "policyholders’ 
surplus" is the concept corresponding to net worth. All figures quoted in this 
report are derived from this system of "statutory" accounting.
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TABLE 1. Aggregate Balance Sheet of Life/Health 
Insurance Industry, December 31, 1987 

(billion $)

Assets Liabilities

Bonds 557.1 Policy reserves a/ 862.1
National gov’ts Tj.8 Life 276.4
Agencies 67.0 Health 24.0
Municipal 10.7 Annuities &
Corporate 405.7 suppi. contracts 561.7

Stocks 96.5 Policy dividends payable 27.8
Mortgages 213.4 Other liabilities 87.1
Real Estate 34.2

Tota l investm en ts 901.2 Total liab ilities 977.1

Policy loans 53.6 Capital & surplus 67.4
Receivables 32.1
Other 57.5

1,044.5 1,044.5

a/ including 109.3 in separate accounts.

Source: American Council of Life Insurance, 1988 Life Insurance Fact 
Book.


