
A L A S K A  LEGISLATURE COMMITTEE FILES, 1989-1990 8672
6442 SENATE L A B O R  &  COMMERCE »<£



m O L
~y?ff (£pwh#ser> <& tfH> ' 2 . 2 L 2 ^

£ > j j  "co™p>v*72e^ S jv ry
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i-J~R Z Z 2 L  T5> 0U K  C o v^p ro î n T & sC  o f f e - y j  * s F p *1
^  f>4<>  - -  a  & f c $ e* v ef  o i 2



We, the u n d e r s i g n e d  a utho r i z e d  r e p r e s en tatives of the 

L egislative  C o m m i t t e e  of the A l a s k a  Optometric  

A s s o c i a t i o n  and the L eg islative A f f a i r s  Committee of 

the A laska A ssoci a t i o n  of Ophthalmology, assign the 

support of our respecti ve o r g a n i z a t i o n s  to the a t t a ched 

negoti ated bill that amends the c u rrent  Alaska o p t o m e t r y  

statute. By our signatures b e l o w  and on the a t t ache d 

bill we attest that support. We will, if called upon, 

testify before the A l a s k a  State L e gislat ure in favor of 

the bili as written. This a g r e e m e n t  expires at the end 

of the 1987 session of the 15th A l a s k a  Legislature.

loon, O.D. O liver M. Korshin, M.D.,/"'



Doctor of Optometry 
Medical Park Eye Care 

2211 E. Northern Lights - Suite 202 
April 25, 1990 Anchorage, AK 99508

JEFFREY A. GONNASON , O .D .

Telephone: (907) 276-2080 j-fcrmi
Senator Dick Eliason 3
P.O. Box V 
Juneau, AK 99811

Dear Senator Eliason:

On behalf of the Alaska Optomet ric Association, I would please request 
an oppo rt u n i t y  to gain your support for HB 222, updating the Alaska 
o p t o m e t r y  statutes.

H aving passed the House recently, HB 222 now awaits action in Senate 
HESS. We w ould very much appreciate a hearing and an o p p o r t u n i t y  for 
a Senate vote in the remaining session time.

All 50 states curr ently allow optometrists to use diagnost ic drugs, and 
25 states c u r r ently allow the use of therape utic drugs for treatment 
of eye diseases, e speci ally states w i t h  rural areas. HB 222 is the 
m i n i m u m  first step into therapeutics, adding 2 categories of topical- 
only drugs to our current authorized list. This will allow treatment 
of infection or inflammation of the anterior eye. (Eyedrops for pinkeye 
or allergies, for example). The Division cf O c c upational Licensin g 
supports HB 222.

In your packet I have enclosed m y  letter to Senator Fischer, as well 
as letters of support from Alaska m e dical doctors and Sen ator Murkowski, 
plus information and experience from some of the other states that allow 
ocular  therapeutics.

Even though optometrists in Alaska  should be allowed to practice with 
pr o f e s s i o n a l  judgement in using any drugs or technical procedures within 
their scope of training, HB 222 only  allows a first step to keep with 
the r e a l i t y  of conservative changes and help ensure passage this 
s e s s i o n .

HB 222 will provide Alaskans with m u c h  greater access to q u ality eye- 
care, e s p e c i a l l y  if the patient does not live in Anchorage, Fairbanks, 
or Juneau; cost savings by e l i m i n a t i n g  travel time and expense, and 
increasi ng competition among providers. HB 222 will benefit consumers 
and the state, as well as allowing for freedom of choice in eyecare.

As immediate past president of the Alaska State Board of Examin ers in 
Optometry, and legislative chair for the Alaska Optometric Association,
I thank you for your consideration of improved eyecare for all Alaskans.
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April 24, 1990

Se nator Paul Fischer 
P.O. Box V 
Juneau, AK 99811

Dear S e n a t o r  Fischer:

I am aware of p r o pose d l e gislation a l l o w i n g  optometrists in 
the state of Alaska to increase the scope of their p ractice 
to include the use of ther ap e u t i c  medications. I am stron g l y  
in favor of such legislation.

B e ing-a h e a l t h  p r o f e s s i o n a l  Lrained in the diagnosis ai.d 
treatment of eye diseases, the optometrist is an asset in the 
m e d i c a l  c o m m u n i t y  that the Alaskan  public cannot fully utilize 
currently.

An o p t o m e t r i s t ' s  educa t i o n  is on a par with dentistry and 
m e d i c i n e  as applied in c l i n i c a l  situations involving eyecare. 
Nationally, 25 states c u r r e n t l y  authori ze the use of t h e r a­
peutic d r u g s  by O.D.'s to fully utilize the training of 
o p t o m e t r i s t s .

The nat ion w i d e  experience  over the past 14 years has been 
excellent, e s p e c i a l l y  in the d e l i v e r y  of eye care to rural 
areas. Also, state social service agencies have found t h e r a­
peut i c  treatment by o p tometrist s to be less expensive to both 
the c o n s umers and taxpayers.

Please give your full support to HB 222. This legislation 
will g r e a t l y  increase the access and ava ila b i l i t y  of eye care, 
at a lower cost to the p ublic and state social service 
a g e n c i e s .

Sincerely,

M i cha el E. Darling, D.D.S 
MED/dpb
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April 9, 1990

Dr. ore f f r e y  A. Gonnason, O.D.
M e d i c a l  Park Eye Care
2211 E. N o r t h e r n  Lights - Suite 202
Anchor a g e ,  A l a s k a  99503

De a r  Jeff:

It was a p l e a s u r e  to visit w i t h  you d uring y o u r  r ec ent 
v i s i t  to Washington . I a p p r e c i a t e  y o u r  takin g time to stop b y  
my office.

L i s a  M o o r e  has p r o v i d e d  me w i t h  the w r i t t e n  i n f o r m a t i o n  
w h i c h  y o u  left. I c oncur with y o u  that optome t r i s t s  s h o u l d  n ot 
be d i s c r i m i n a t e d  a g a inst in federal and state legislation. I 
w i s h  y o u  luck w i t h  the A la ska legislature on the p r e s c r i p t i o n  
d r u g  issue. P l ease let m e  k n o w  the outcome.

If I can be of a n y  assi st a n c e  to you, p lea se let m e  know.
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M a rk  B o y e r
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J u n e a u ,  A l a s k a  99811

D e a r  H r .  B o y c r i

I  am w r i t i n g  t h i 3  l e t t e r  i n  s u p p o r t  o f  H o u s e  B i l l  222 c o n c e r n i n g  

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

o f f i c e r  i n  t h e  U n i t e d  S t a t e s  A i r  F o r c e  f r o m  1981 th r o u g h  J u l y  o f  1988. 

D u r i n g  t h e  l a s t  f i v e  y e a r s  o f  t h a t  t i m e ,  I  w a s  a s s i g n e d  t o  t h e  U S A F  

C l i n i c  a t  E i e l s o n  A i r  F o r c e  B a 3 e .  P a r t  o f  my d u t i e s  t h e r e  w as  t o  s e r v e  

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

s u p e r v i s i o n ,  t h e  A i r  F o r c e  c h a n g e d  t h e i r  p r e s c r i b i n g  r u l e s  an a  b e g a n  t o  

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

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

t h o  o p t o m e t r i s t  had  t o  show  d o c u m e n te d  p r o o f  o f  o c u l a r  t h e r a p e u t i c  

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

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

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

o p t o m e t r i s t s  w e r e  t h e n  p e r m i t t e d  t o  p r e s c r i b e  m e d i c a t i o n s  i n  c l a s s e s  
s i m i l a r  t o  t h o s e  m e n t io n e d  i n  H o use  B i l l  222.

I  h a v e  had  t h e  o p p o r t u n i t y  t o  w o r k  w i t h  s e v e r a l  A i r  F o r c e  o p t o m e t r i s t s  

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

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

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

p r e s c r i b i n g  p r a c t i c e s .

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

o p t o m e t r i s t s  t o  p r e s c r i b e  t h o s e  m e d i c a t i o n s  n o t e d  i n  H o u s e  B i l l  222. I  

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

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

m e d i c a t i o n s  a s  s p e c i f i e d  i n  H o u s e  B i l l  222 and  t h e r e f o r e  am i n  f a v o r  i n  

p a s s a g e  o f  t h i s  b i l l .

E n l o w  R .  W a l k e r ,  M .D .  

F a m i l y  P r a c t i c e

E L W i c t

t

1867 airport Way ° Fairbanks, Alaska 99701
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Representative Mark. Boyer 
Alaska State Legislature 
P.O. Box V (MS 3100)
Juneau, Alaska 99811

Dear Representative Boyer:

I am writing to you requesting support for the proposed House 
Bill 222 allowing optometrists in tho State of Alaska to practice at a 
level consistent with their training which would include limited use 
of therapeutic drugs, i.e. anti-infectives and anti-inflammatory 
drugs. I worked for many years in the military which utilized 
optometrists and allowed them to use the drugs as both diagnostic and 
therapeutic agents. I found that the optometrists I worked with were 
very confident and judicious in the use of these therapeutic agents.

There are only four ophthalmologists in Fairbanks and none in the 
remainder of the Interior; however, there are many optometrists. 
Allowing optometrists to treat diseases of the eye within their 
spectrum of expertise would allow many more Alaskans to be adequately 
taken care of. Optometrists are trained for four years after 
completing a Bachelor of Arts degree, and in most cases this training 
includes 150 hours of Pharmacology. Currently all fifty states allow 
optometrists to use drugs in a diagnostic area, and 25 of the states 
also allow them to use drugs therapeutically.

Alaska, with its vast land area and remoteness of villages- and 
cities, would certainly benefit by allowing optometrists to use their 
clinical expertise with the use of diagnostic and therapeutic drugs.

MEB:sr

Sincerely yours,

j I f |Ou---- — -------------  '->>----
Marvin E. Bergeson, M.D. \
Pediatrics

1001 Noble Street • Fairbanks, Alaska 99701
• rW • « -  * - * • *  ixc  *• * »■ r i* • 1
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For years leaders of she optometric 
profession have been testifying before 
state legislatures to the effect that 
modem O.D.'sore as capable of prac­
ticing primary eye care as sue oph­
thalmologists. Ophthalmology 
leaders have tried in vain to convince 
the optometric profession, as well as 
the state legislators, that da-diagnosis 
and management of medical aye 
problems requites medical education.* 
There's no optometric reader 

who'sit ad greater influ cnee on kgida • 
tion that'.Jchr, Classe, O. 0., J.D . In 
.his arricie "Malpractice— A New 
Era Dawns,” (September, 1939) Dr. 
Glasŝ  quotes a 1979 study which

!VAtCstudy he alludei to tIon shew the'., 
ft th( lot: 1970s, optometrist} weeiure- 
ly sued/or malpracti'f.\ The same resultis 
u ideal today, bdsednpen a idcnec,applied 
by Poe and Associates, the largest broker 
of professional liability policies/or vp- 
tvneirisls. The Foe data thaw: that op- 
.'v,7,t inst: pey about lidGor. >hc .u envy: 
far malpractice muiunce courage, and that 
this premium doer not tary fated up jr. 
whether sir. optomctrit ‘sin a state allow 
rig therapeutic; or in one a I lew ini' 
diagnostics only 

In an rj. when Medical Economics 
>.-poi tr that the average physician pays over 
hi 0, OQQjorccmpurMc insurseM acre re, 
it s evident that jptopt^jlpi^thirjiydrc ■

to receive the mono)]; ■ 
copies? In our ar<9iy;i’ 
requests from da tan; 
which include dtalot
J20.

— PeterJ s

Classe q u o te s  a 19,9 study  w h ich  I t> > iw to act: repot cy e urtFitmurt, although') 
revealed that O.D.s have  con- ! j iTnpilTfno studies that actually compare j j 
.liderab ly  low e r rates o f malpractice- !/ ihsrrvsncgowu/iyediscaiebycplomeirii's'i J 
th a n  even th a t o f  g ene ra l m ed ical j .ridcphihnlmollgisls, I  must note shat Ihe \ j
practitioners.
The subtle message here is that op­

tometrists are doing abetter job at 
treating eye disease- than arc oph­
thalmologists, Vet this survey covered
O.D.’s who wore prar.iir.irg tradi­
tional optometry, i.e. refractions and 
contact lens fittings, and wasn’t gcr- 
mainc to the use of diagnostic and 
therapeutic pharmaceutical agents. 
This particular reference was used 
before state legislatures, however, 
with real impact.
The net result is that intelligent, 

well-trained optometrists are at­
tempting to meet the same standards 
as ophthalmologists who have the ad­
vantage of medical education and 
have had the opportunity to have be­
tween 9,000 and 10,000 patient con­
tacts duringthcir training. Mo mat­
ter how ccn sciendous chc op tome 11 ist, 
there is no substitute for clinical 
experience.

-—V /aiteS . K irk c o n n e l) ,  M .D .
V ice President Sc 

legislative Chairman 
Florida Society of 
. Ophthalmology

SI
»JJ

T h e  authors respond: .j 
By consent o/theparM. 
release rerpmanents cj f ,-i 
relecss-rljrotr. ihe stay 
Circuit art jar the fj &
bia, ejjfCtfu jVofmi 
Tycgln. y::. I  vlewosq M  
ejjtclke i-< Ss'i, .‘inter 3b 
is reasonable try avrumfl 2r 
ttjii release
when she court issued a ;* 
his mode no armour,cet\ j

unrest orlofmalpracticecla-rr.sagnir.st u scurfs action, hut the! 
of/ii>ic.i>r.t!cgsts~-auwrtdl,yDr Jerome j sformality an,nc r.ot a U

n ĉ̂ comp^Cî Ĵ ophmftrisis hoc J a renrrnsnbtefee is ineliAW
' txuaiiJyr&r£15nifos.t Uosn, IjnetvuhTaigut for records,

''TdiGySJ malpractice claims against 
opionutrists—which is on analysis of claims 
spread our 12years—found trwŷ dnipi

information. The pry q 
charging/or this smUtl d.5 
ment when the infonnow

tfialoffimetrists actually do a better job oj 
Mating eye disease since they seem to t/.- 
pctimccfewer complications that result in 
litigation.

Bit Roleu*© Staqulri; waste

The articles by Dr, Cl;:s-s6 and Dr. 
Morris ("Doctor, I Want A Copy of 
My...", December, J 939) prompt me 
to ask several questions. When do the 
authors expect just rhe prescription 
requirements to go into effect for 
Eyeglasses II? What may an O.D. 
charge an attorney for copies of com­
plete records? Would they recom­
mend release of the copies prior to the

thecptometr. j

<drif$c!fott

T hrce articles eomptl 
story of the December 
net identify clearly 
• hofswerft.AIlthre| ( 
eo-written byJohnGj i. 
J. D ., and Michael G |̂  ' 
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TREATMENT STATES
T w e n t y  five, one half, of the fifty states of our great Union 
a l l o w  O p t o m e t r y  to utilize therap eutic m e d i c a t i o n s  as part of 
their health care deli very system. The U.S. Military, Public 
H e a l t h  Service, Indian Health Service, and Veterans 
A d m i n i s t r a t i o n  also permit q u a l i f i e d  o p t o m e t r i s t s  to use 
t h e r a p e u t i c  m e d i c a t i o n s  as a broad base eye care d e l iv ery system.

□ Stales lliul authorize 
optometrists lo 
use onjy DI'As.

OPTOMETRIC DRUG LAWS

DIAGNOSTIC 
THtRAPlVDC 
LEGISLATION PENDING

r



JEFFREY A. G O N N A S O N ,  O.D.

Doctor of Optometry 
Medical Park Lye Care 

2211 f. Northern Lights - Suite 202 
Anchorage, AK 99508

Telephone: (907) 276-2080

On behalf of the A l a s k a  O p t o m e t r i c  Association and about 60 doctors of 
optometry represe nted in Alaska, I wis h to thank the c o m m itt ee for hearing 
this issue in the public interest. A copy of m y  t e s t i m o n y  to House HESS 
has been provided to you in your packet, along with letters of support from 
several medical doctors, S e na tor Murkowski, and doc um e n t s  r e l a t i n g  the 
experience of some of the 25 other states that c u r r e n t l y  a l l o w  the use of 
therapeutic m e d i c a t i o n s  b y  optometrists. Wi th m i n i m u m  time, I will only 
present a summary of the facts in this issue.

HB 222 is v e r y  limited c o m pared  to many of the other states' laws, only 
adding 2 topical d r u g  c a t e g o r i e s  ro our current authorized list. This bill 
will a llow us the m i n i m u m  tools necessary to treat common condition s in the 
practice of p r imary  eye care.

Alaska statutes c u r r e n t l y  requir e optometrists to "keep informed cf and use 
current p r of essional theories and practices" (AS 08.72.240).

Most doctors of o p t o m e t r y  complete 3 years of college: 4 u n d e r g r a d u a t e  and 
4 years of graduate t r a i n i n g  in optom e t r y  school. 92% of all students 
currently entering o p t o m e t r y  school hold bachelor's degrees or better. 
Admission requirements  and tests are similar to those for m e d i c a l  and dental 
schools. The bi ome d i c a l  sciences p resented in other h ealth pr ofes s i o n a l  
programs are taught in o p t o m e t r y  school with the same q u ality  of i n struc­
tion. Course w o r k  in d i a g n o s i s  and treatment of eye disea se and ocular 
p h a r m a c o l o g y  is m u c h  more extensive than that presen ted in m e d i c a l  school. 
Clinic al training  occurs in various clinics, HMO's, Public Health, Indian 
Health, and VA Hospitals. O p t o m e t r y  schools are accred i t e d  b y  the same 
national agencies that accredit medical schools.

Optometrists possess an education similar to dentists, podiatrists, and 
physicians. Yet of these professions, only o p t o metr y is limited in its use 
of pharmaceuticals. We have far more extensive education, and tra ining in 
the use of spec ialized eye equipment, than the general m e d i c a l  doctors, 
nurses, and health aides that c u r r e ntly treat eye disease in Alaska.

This bill will not a l l o w  "grandfathering" of present p ractitioners. Current 
statutes req uire each A l a s k a  optometrist to pass a dditio nal examinations  
determined by the State B o a r d  to receive a license endorsement for p h a r m a­
ceutical agents. Current regulati ons for a license also r e q uire passin g 
the "TREATMENT AND M A N A G E M E N T  OF O CULA R DISEASE", a n a t i o n a l l y  recognized 
and standardized e x amin ation offered b y  the I nternational A s s o c i a t i o n  of 
Boards of Examiners in O p t o m e t r y  (IAB), of which Alaska is a member.

S e n a t e  HESS

Page 1

i Membcf

I  American Optometric Association



Doctor ol Optometry 
/V>odical Park fyo Care 

2211 f. Northern Lights - Suite 202 
Anchorage, AK 90501} 

Senate HESS ______

P a g e  2 Telephone: (907) 276-2000

JEFFREY A. GONNASON , O .D .

The m a l p r a c t i c e  insurance rates paid by optometr ists are the same in states 
that do allow as those that don't yet a llow treatment of eye disease. Hates 
have act ua l l y  been reduced recently. My rate went from $356 last year down 
to $220 this year. This is positive proof of tho p ubli c s a f e t y  of o p t o m­
etry, with  14 years of therapeutic experi e n c e  and one of the lowest liti­
gation rates of the health professions. The courts hold rp t o m c t r i s t s  to 
the same standards of care applicable to m e d ical doctors and dentists.

Op t om etrists are consid e r e d  physicians by federal Medicare law, w i t h  respect 
to all services authorized by state law. Indian He alth and m i l i t a r y  o p t o m e­
trists in A l a s k a  use medica t i o n s  under federal authority. If they enter
private practice as m a n y  have done, they are then r e s t r i c t e d  by o utdated 
statutes that give medic ine a m o n o p o l y  on eyecare.

The o n l y  reason for this, legislation is to provide m u c h  b e t t e r  a c c e s s  to 
quality, afford a b l e  eye care for Alaskans. This is e s p e c i a l l y  rrue in our 
smaller towns and villages. Time and expense would be s a v e d  b y  the public 
and the state h e a l t h  payors by reducing unne ce s s a r y  travel, not h a v i n g  to 
pay mor e than one doctor, or not having to pay the higher fees of a surgical 
eye specialist for a common p r i m a r y  care condition. These cost s a vings  have 
been w e l l  documented. Increased competition and freedom of c h oice among 
providers is also a cost containment reality.

Optom e t r i s t s  are reasonable, educated, caring p r o f e s s i o n a l s  w i t h  a clean 
track record nationally. We are state licensed, and r e g u l a t e d  by the State 
Board, b y  legal l i a b i l i t y  concerns, by c o m m u n i t y  opinion, and b y  m e d i c i n e  
and the l egislatu re looking carefully over our shoulders. U n l i k e  ou r other 
me dical coll eagues w i t h  unrestricted license for new e d u c a t i o n a l  d e v e l o p­
ments, we must r e t u r n  to the legislature for statute changes as our e d u c a­
tion and scope of pract i c e  c apab ility expands.

We are f ortunate to have a legislature that w i l l  respond to the h e a l t h  care 
needs of all Alaskans. By lending your ap proval for a b e g i n n i n g  step toward 
expansion of p r i m a r y  eye care services by optometrists, you w i l l  be s u p p o r t­
ing the basic goal of improved q u al ity of life for all Alaskans. Our 
support is from a broad base: State administrators, educators, Native
groups, r e g i o n a l  h ealth  groups, insurance providers, m e d i c a l  doctors, 
dentists, nurses, pharmacists, and m o s t l y  by the Alaskan people a l l  over 
the state w h o ' tr ust us with their eyecare. Thank you for your consider ation.

Jeffrey  A. Gonnason, O.D.

Legisl ative Chair 
Past President 
State O p t o m e t r y  Board

k Member

I  American Optometric Association 
r



E . E .  B A C H ,  O  D .
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0 P 7 0 M E 7 H Y  
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3 4 0 1  D E N A L I  SUIL'ET 

A N C H O R A G E ,  A L A S K A  S O 0 0 3

A p r i l  27, 1990

T h e  l ion .  l )U :k  I M i a s o n ,  C h a irm a n  

L a b o r  f« Commerce Coinm iLLee 

A l a a k a  S l a t e  S e n a t e  

P .O .  Box V

J u n e a u ,  A l a s k a  99811

D ea r  S e n .  U l l u a o n :  r e :  CSIIB222Am

Im p e d in g  p a s s a g e  o f  o p t o m e t r i c  p r im a r y  c a r e  t h e r a p e u t i c s  

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

h o l d e r s  o f  t h e  Ml) d e g r e e  -  who a r e  no  l o n g e r  e n t i t l e d  t o  a 

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

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

q u a l i f i e d  t o  t r e a t  i n f e c t i o n s  and i n f l a m m a t i o n s  o f  t h e  e y e .

We c a n n o t  a c h i e v e  c o s t  c o n t a i n m e n t  and  a c c e s s i b i l i t y  i n  

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

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

a l l o w  o p t o m e t r y  t o  p r a c t i c e  t h e r a p e u t i c s  a t  o r  a b o v e  t h e  l e v e l  
p r o v i d e d  i n  I1B222.

I  i n v i t e  y o u  t o  b e  on t h e  s i d e  t h a t  r e c o g n i z e s  and 

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

V e r y  t r u l y  y o u r s ,

P h i l l i p  W. B a c h ,  O . D . ,  P h .D .

P W B / lr

c c :  S e n .  P a t  R o d e y

S e n .  J a n  F a i k s  

S e n .  J a y  K e r t t u l a  

S e n .  J a c k  C o g h i l l



JEFFREY A. G O N N A S O N ,  O.D.

Doctor of Optometry 
Medical Park F.ye Care 

2211 E. Northern Lights - Suite 202 
Anchorage, AK 99508

Telephone: (907) 276-2080
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Doctor of Optometry 
Medical Park Eye Care 

S e n a te  HESS 2211 E. Northern Lights-Suite 202

JEFFREY A. GONNASON , O .D .

Page 1
Anchorage, AK 99508 

Telephone: (907) 276-2080

On behalf of the Alaska O pt ometric As sociation and about 60 doctors cf
op t o metry r e p r e s e n t e d  in Alaska, I w i s h  to thank the committee for hearing 
this issue in the p ublic interest. A copy of my t e s t imony to House HESS 
has been  provided to you in your packet, along with letters of support from 
several medical doctors, Senator Murkowski, and documents relating the 
experien ce of some of the 25 other states that c u r r e n t l y  a l l o w  the use of 
therapeu tic m e d i c a t i o n s  by optometrists. With m i n i m u m  time, I wi ll only 
present a s u mmary of the facts in this issue.

HB 222 is v e r y  limited compared to m a n y  of the other states' laws, only
adding 2 topical drug categories to our current autho rized list. This bill 
will a l l o w  us the m i n i m u m  tools n e c e s s a r y  to treat common conditions in the 
practice of p r i m a r y  eye care.

Alaska statutes c u r r e n t l y  require optometrists  to "keep informed of and use 
current p r o f e s s i o n a l  theories and practices" (AS 08.72.240).

Most doctors of o p t o m e t r y  complete 8 years of college: 4 undergraduate and 
4 years of graduate training in o p t o m e t r y  school. 92.% of all students 
c u r r ently enter ing o p t o m e t r y  school hold bachelor's degrees or better. 
Admission r e q uirements and tests are similar to those for m e d i c a l  and dental 
schools. The biome d i c a l  sciences p r e s ented in other h ealth profes s i o n a l  
programs are taught in o p t o m etry school with the same q u a l i t y  of i n struc­
tion. Course w o r k  in diag nosis and treatment of eye dis ease and ocular
p h a r m a c o l o g y  is much more extensive than that presente d in m e d i c a l  school. 
Clinica l tra ining occurs in various clinics, HMO's, Public Health, Indian 
Health, and V A  Hospitals. O p t o m e t r y  schools are accredited b y  the same 
national agencies that accredit m e dical schools.

Optometrists possess an education similar to dentists, podiatrists, and 
physicians. Yet of these professions, only o p t o metry is limited in its use 
of pharmaceuticals. We have far more extensive education, and training in 
the use of specialize d eye equipment, than the general m e dic al doctors, 
nurses, and health aides that curr ently treat eye disease in Alaska.

This bill will not allow "grandfathering" of present practitioners. Current 
statutes require each A l ask a optometrist to pass ad dit i o n a l  examinations 
determ ined by the State Board to receive a license endorsement for p h a r m a­
ceutica l agents. Current regulations for a license also require p a s s i n g  
the "TREATMENT AND M A N A G E M E N T  OF O C U L A R  DISEASE", a n a t i o n a l l y  r ecog n i z e d  
and standardized examinatio n offered b y  the International A s sociatio n of 
Boards of Examiners in O ptom e t r y  (IAB), of which Alaska is a member.

I j 111)Ik| ||jpAmencan OP—  Association



Doctor of Optometry 
Medical Park Eye Care 

2211 E. Northern Lights - Suite 202 
Anchorage, AK 99508 

Senate HESS ______

pa g e 2 Telephone: (907) 276-2080

JEFFREY A. GONNASON , O .D .

The m a l p r a c t i c e  insurance rates paid by optometrists are the same in states 
that do allow as those that don't yet a l l o w  treatment of eye disease. Rates 
have a c t u a l l y  been reduced recently. M y  rate went from $356 last year dov/n 
to $220 this year. This is positive proof of the p ublic safety of o p t o m­
etry, w i t h  14 years of therapeutic experien ce and one of the lowest l i t i­
gation rates of the health professions. The courts hold optometrists to 
the same standards of care applicable to m e dical  doctors and dentists.

Optome t r i s t s  are considered physicians by federal Medicare law, with respect 
to all services authorized by state law. Indian Health and m i l i t a r y  o p t o m e­
trists in A l a s k a  use medications under federal authority. If they enter 
private p r a c t i c e  as m a n y  have done, they are then restri cted by outdated 
statutes that give medi cine a m o n o p o l y  on eyecare.

The o n l y  r easo n for this legislation is to p r ovide m u c h  better access to 
quality, a f f o r d a b l e  eye care for Alaskans. This is e speci a l l y  true in our 
smaller towns and villages. Time and expense w o u l d  be saved by the public 
and the state health payors b y  r e d u c i n g  unnece s s a r y  travel, not having to 
pay m o r e  than one doctor, or not having to pay the higher fees of a surgical 
eye s pecialist for a common p r imary  care condition. These cost savings have 
been w e l l  documented. Increased competition and freedom of choice among 
providers is also a cost containment reality.

Optomet rists are reasonable, educated, caring p r o fessi onals with a clean 
track r e cord nationally. We are state licensed, and reg ulated by the State 
Board, b y  legal liability concerns, b y  c o m m u n i t y  opinion, and b y  medicine  
and the legislature looking car ef u l l y  over our shoulders. Unlike our other 
medical  c olle agues with unrestricted license for new e d ucational  d e v e l o p­
ments, we must r eturn to the legislature for statute changes as our e d u c a­
tion and scope of practice cap ability expands.

We are f ortunate to have a legislature that will respond to the health care 
needs of all Alaskans. By lending your approval for a beginning step toward 
expansion of p r i m a r y  eyecare services b y  optometrists, you will be s u p p o r t­
ing the basic goal of improved quality of life for all Alaskans. Our 
support is from a broad base: State administrators, educators, Native
groups, r e g i o n a l  health groups, insurance providers, m e d ical doctors, 
dentists, nurses, pharmacists, and m o s t l y  by the Alaskan people all over 
the state who trust us with their eyecare. Thank you for your consideration.

Jeffrey A. Gonnason, O.D.

Legislative Chair  
Past President 
State O p t o m e t r y  Board

11|
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Don,ild R. Schieve. M.D.

5:20 Noil Rood Stiilo 110 

Reno. Nevada 89507

April 24, 1989

Senator Ray Shaffer 
Legislative Building 
401 S. Carson Street 
Carson City, N V 89710

Dear Senator Shaffer,

As an Ophthalmologist and practicing M.D. for over 25 years, 1 strongly support S. 1L 
290. The passage of this hill will definitely benefit the citizens of our State.

My credentials are as follows: (i) After residency, I practiced as a Board Certified 
Pathologist for 16 years in Reno; (ii) 1 then took a second residency in Ophthalmology and 
practiced in Morgantown, W V  for 9 years, prior to my return to Reno in 1988, where my 
Ophthalmology practice is now located.

During my 9 years as an Ophthalmologist in West Virginia, 1 was able Lo observe first 
hand the positive results of the passage of a bill very similar Lo S. 13. 296.

In all the cases I observed the paLient was: (i) better served and treated; (ii) 
more efficiently referred, when needed, to the correct specialist; and (iii) enjoyed a 
lower medical cost.

As 1 am sure you are aware, V/est Virginia was the first of twenty-four states 
that have passed legislation similar Lo S.B. 296 during the last fourteen years.

As an Ophthalmologist, 1 am aware of the opposition some of m y  fellow 
Ophthalmologists may place before you. These objections are generally voiced by a small 
group of Doctors who believe their practices are being infringed upon, "a turf battle”.

Medicine, science, and technology continue Lo bring forth new frontiers. W e  cannot 
practice medicine as we did twenty years ago. Status quo in medicine does not benefit the 
patient.

We must continue lo grant rights to Doctors to treat, tlieir patients in areas in 
which they are properly trained, even though these Doctors do not carry the title 
"M.D".
I urge you, and your fellow cqmmittee members, to vole in favor of S.B. 296 and 

continue the advancementof proper and economical medical care for the people of Nevada.

Sincerely yours,

Donald R. Schieve, M.D., Ophthalmologist



NORTHWEST 
EYE CENTER
Stale ot Ihe Art Tochnotocy 
and Old Fashioned Care

February 8,1989

State Senator Gary Nelson 
106-A Inst. Building 
Olympia, W A  98504

Dear Senator Nelson:

W e  are three ophthalmologists practicing in Seattle. W e  are writing in support of 
Senate Bill 5193, and feel that Doctors of Optometry should be allowed to use 
. topical therapeutic drugs. We  have had the opportunity and pleasure of sharing in 
the care of many patients with optometrists in your legislative district: Doctors 
Michael Medin and David Ross. These doctors provide excellent care. They have 
shown good judgment in their patient care decisions. We  feel they will continue 
timely and proper care with therapeutic drug use. In the past two years we nave 
participated in educational courses with these doctors. W e  have encountered a high 
level of interest and enthusiasm in these endeavors.

It is our hope that passage of this therapeutic bill will result in a greater unity 
between optometrists and ophthalmologists and ultimately our patients will be the 
beneficiaries.

If you have any questions or concerns, we would be happy to discuss them with you.

Michael W. Field, M.D.

William E. Hancock, M.D.

J. Stephen Brown. Jr., M.D.

1560 North 115th Street. Suite 102

Michael W. Field, M.D. William E. Hancock. M.D.

Seattle Washington 98133 206-365-7332

Brett G. Bence O.D. 

1-800-826-4631



Valley Eye and Laser Center

Mar ch 1 3 ,  1989

H o u s e  o f  R e p r e s e n t a t i v e s  

L e g i s l a t i v e  B u i l d i n g ,  R o o m  #
O l y m p i a ,  W a . 9 8 5 0 4

D e a r  R e p r e s e n t a t i v e

I  am w r i t i n g  t o  e x p r e s s  m y  s t r o n g  s u p p o r t  f o r  S e n a t e  B i l l  

# 5 1 9 3 .  I  h a v e  b e e n  p r a c t i c i n g  m e d i c i n e  a s  a n  o p h t h a l m o l g i s t ,  
s p e c i a l i z i n g  i n  e y e  d i s e a s e  a n d  s u r g e r y  f o r  t h e  p a s t  t e n  y e a r s .

I  h a v e  r e v i e w e d  t h e  p r o p o s e d  c h a n g e  i n  L e g i s l a t i o n  

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

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

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

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

4011 Talbot Rd. S. #210, Renton, W A  98055 (206) 255-4250,1-800-325-6498
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HB 225 -  P a ym en t o f  D i s a b i l i t y  in s u r a n c e

H ouse Bill 225 deals w i t h  the "direct payment" p r o v i s i o n s  of 

T i t l e  21, which g o v e r n s  Alaska insurance contracts. This 

le gislation  m a n d a t e s  that if an insurance company d i s r e g a r d s  

the p a t i e n t ' s  w r itten d i r e c t i o n  r e g a r d i n g  to whom the 

insurance payments s hould be sent, the insurance c o m p a n y  

remains liable to the provider. T h i s  change  will make the 

insura nce company, r ather  than the h e a l t h  care provider, bear 

the r i s k  that a p a yme nt imprope rly sent to the patien t will 

leave a m e dical bill unpaid.

H o u s e  Bill 225 also c l a r i f i e s  the m a n n e r  in w h i c h  "direct 

pa y me nt" requests b y  a p a t i e n t  c a n  be revoked. The rev oca t i o n  

is n o t  e f f e c t i v e  until b o t h  the insur a n c e  c o m p a n y  a n d  the 

h e a l t h c a r e  p r o v i d e r s  are notified. T h e  S e nate Labor and 

C o m m e r c e  C o m m i t t e e  added  language w h i c h  e stablishes the right 

of a d i v o r c e d  p a r e n t  w i t h  custody of c h i l d r e n  c o vered u n d e r  a 

h e a l t h  care p l a n  to i n vo ke t h e  "direct payment" p r o v i s i o n s  of 

law. This c h a n g e  will a s s i s t  the c u s t odial p a r e n t  in gaining  

t i m e l y  h e a l t h  care  for t h e  children, w i t h o u t  r e q u i r i n g  the 

involv e m e n t  of t h e  n o n - c u s t o d i a l  parent.



AMENDMENTS

1. The first amendment  s imply requires t h a t  any r e v o c a t i o n  by 

a p a t i e n t  that payme n t s  be made  d i r e c t l y  to the h e a l t h  car e 

p r o v i d e r  m u s t  be in writing, and include a c e r t i f i c a t i o n  t h a t  

the p r o v ider has been n o t ified of th e change. T h i s  a m e n d m e n t  

will enable insurers t o  a v o i d  errors in payments.

2. The second ame ndment c l a r i f i e s  that t h e  "direct payment"  

p r o v i s i o n s  ma de applicable to m e dical or h o s p i t a l  s e r vice s 

co r p o r a t i o n s  by Section 4 of the A c t  do not e x tend t o  b e n e f i t s  

that the c o r p o r a t i o n  is r e q u ired to p a y  d i r e c t l y  to a 

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

contract. The "direct p ayment" p r o v i s i o n s  do apply, however, 

wh e n  the service c o rpo ration is o b l i g a t e d  o n l y  t o  i n d e m n i f y  

the patient.

These a mendments were m a d e  at the r e q u e s t  of i n s u r a n c e  

interests and h a v e  the approval of the p r i m e  s p o n s o r  a n d  the  

D i v i s i o n  of Insurance.

A D D I T I O N A L  INFORM A T I O N

1. A l a s k a  law has "direct paym ent" p r o v i s i o n s  w h i c h  e n a b l e  an 
insura nce c o mpany  to p a y  m o s t  h e a l t h  care p r o v i d e r s  d i r e c t l y  
if the p a t i e n t  so direct.

2. H B  225 e x p r e s s l y  states t h a t  an insu rance c o m p a n y  w o u l d  
retain t h e  right to collect any a m ounts m i s t a k e n l y  p a i d  to the  
pa t i e n t  from t h a t  person. U n d e r  c u r r e n t  law a h e a l t h  car e  
p r o v i d e r  c o u l d  c o llect  from the p a t i e n t  in the same situation.
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OFFERED IN THE SENATE

TO: SCS CSHB 225 (L a b o r & Commerce)

Page 1, l i n e  20, a f t e r  "u p o n " :

I n s e r t  " w r i t t e n "

Page 2 , l i n e  3 , a f t e r  " s e r v i c e s ; " :

I n s e r t  " t h e  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g iv e n  to  th e  in s u r e r  must 

c e r t i f y  t h a t  th e  covered  person  has g iv e n  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  to 

th e  p r o v id e r  o f  the  s e r v i c e s ; "

Page 2 , l i n e  27 , a f t e r  "u p o n " :

I n s e r t  " w r i t t e n "

Page 3 , l i n e  10, a f t e r  " s e r v i c e s . " :

I n s e r t  "The w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g iv e n  to  th e  in s u r e r  must 

c e r t i f y  t h a t  th e  covered  pe rson  has g iv e n  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  to 

th e  p r o v id e r  o f  the  s e r v i c e s . "

Page 4 , l i n e  6 , a f t e r  "u p o n " :

I n s e r t  " w r i t t e n "

A M E N D M E N T

Page 4 , l i n e  18, a f t e r  " s e r v i c e s . " :

I n s e r t  "The w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g iv e n  to  th e  in s u r e r  must

- 1 -  5 / 2 / 9 0
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certify that the c o vered p e r s o n  has g i v e n  w r i t t e n  n o t i c e  of r e v o c a t i o n  to 

the p r o vider of the s e r v i c e s . "

- 2 - 5 / 2 / 9 0
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A M E N D M E N T

OFFERED IN THE SENATE

TO: SCS CSHB 225 (L a b o r & Commerce)

Page 2 , a f t e r  l in e  24:

I n s e r t  a new s u b s e c t io n  t o  r e a d :

" ( c )  T h is  s e c t i o n  does n o t  a p p ly  to  paym ents made u n d e r a p r o ­

v id e r  c o n t r a c t  th a t  h o ld s  th e  covered  pe rson  h a rm le ss  from  charges f o r 

s e r v i c e s  e xcep t  copayments ,  c o in s u r a n c e ,  and d e d u c t i b l e s . "

i
Page 3 ,  a f t e r  l in e  25:

I n s e r t  a new s u b s e c t io n  to  re a d :

" ( e )  T h is  s e c t i o n  does n o t  a p p ly  to  paym ents made u n d e r a p r o v i d ­

e r  c o n t r a c t  t h a t  h o ld s  th e  covered  p e rs o n  h a rm le ss  fro m  cha rges f o r 

s e r v i c e s  e xcep t  copayments ,  c o in s u r a n c e ,  and d e d u c t i b l e s . "

-1 - 5 / 2 / 9 0
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M E M O R A N D U M

TO:

FROM:

SUBJECT:

Sen. D i c k  Eliason
Chairman, Senate Labor  and Commer ce C o m m i t t e e

Rep. M a x  F. Gruenberg, Jr. A f
A n a l y s i s  of CS HB 225 (HESS) 
and P r o p o s e d  A m e n d m e n t

DATE: M a r c h  26, 1990

C u r r e n t  Law

CS HB 225 (HESS) deals w i t h  the "direct p a y m e n t "  p r o v i s i o n s  of 
Ti t l e  21, w h i c h  g o verns A l a s k a  i n s u rance contracts. I n s u r a n c e  
contracts are i n d e m n i t y  contracts; t h e y  g e n e r a l l y  p r o v i d e  that  
pa y m e n t s  are m a d e  t o  the p e r s o n  w h o  owes t h e  bill, r a t h e r  t h a n  
t o  the person w h o  p r o v i d e d  t h e  services. A l a s k a  law, however, 
h a s  "direct p a y m ent" p r o v i s i o n s  w h i c h  e nable a n  i n s u ranc e  
c o m p a n y  to p a y  m o s t  h e a l t h  care p r o v i d e r s  d i r e c t l y  if the 
p a t i e n t  so requests.

CS HB 225 (HESS)

CS H B  225 (HESS) strengt hens the "direct p a y m e n t "  p r o v i s i o n s  
o f  c u r rent  law. A  p a t i e n t  w h o  h a s  m i s t a k e n l y  r e c e i v e d  
insur a n c e  p a y m e n t s  that  the p a t i e n t  asked b e  p a i d  t o  a h e a l t h  
care p r o v i d e r  m i g h t  not p a y  the m e d i c a l  bill. I n  t h a t  
situation, u n d e r  c u r r e n t  law, the h e a l t h  care p r o v i d e r  w o u l d  
b e a r  the cost r a t h e r  than the insurance company, w h i c h  
mistak enly p a i d  the patient.

CS HB 225 (HESS) m a n d a t e s  that if an insuranc e c o m p a n y  
d i s r e g a r d s  the p a t i e n t ' s  w r i t t e n  directive, it r e m a i n s  l iable



to the provider. This c hange will m a k e  the insurance company, 
r athe r than the h e a l t h  ca re provider, b e a r  the risk t h a t  a 
p a y m e n t  imprope rly sent t o  the p a t i e n t  will leave a m e d i c a l 
bill unpaid.

An insurance c o m p a n y  w o u l d  retain the right to c o l l e c t  any 
a m o u n t s  m i s t a k e n l y  p a i d  t o  a p a t i e n t  from that person. U n d e r  
c u r r e n t  law a h e a l t h  care p r o v i d e r  c ould  collect from the 
p a t i e n t  in the same situation.

In a d d i t i o n  to p l a c i n g  the r i s k  of loss on the p r o p e r  party,
CS H B  225 (HESS) adds a s p e cific t i m e  limit (30 w o r k i n g  days) 
w i t h i n  w h i c h  m e d i c a l  bills m u s t  b e  p a i d  by the insurer. Also, 
the bill adds d e n t i s t s  to the list of h ea lth care p r o v i d e r s  
w h o  m a y  be paid d i r e c t l y  b y  an insurer.

Pr o po sed A m e n d m e n t

I've a l s o  d r a f t e d  a p r o p o s e d  a m e n d m e n t  t o  CS HB 225 (HESS) for 
c o n s i d e r a t i o n  by y o u r  committee.

T h e  a m e n dmen t w o u l d  do two things. First, it d e f i n e s  the 
p r o c e d u r e  to be f o l l o w e d  b y  a p a t i e n t  w h o  wishes to r evoke a 
p r i o r  a u t h o r i z a t i o n  of d irect p a y m e n t  to a h e a l t h  care 
provider. The a m e n d m e n t  states t h a t  such a r e v o c a t i o n  is not 
e f f e c t i v e  until b o t h  the insura nce c o m p a n y  and t h e  h e a l t h  care 
p r o v i d e r  are notified. T h i s  will e n able health care providers  
to m o n i t o r  the p a y m e n t  status of p a t i e n t s  who see t h e m  on an 
on g o i n g  basis.

Second, the p r o p o s e d  a m e n d m e n t  e s t a b l i s h e s  the r i g h t  of a 
d i v o r c e d  p a ren t w i t h  c u s t o d y  of c h i l d r e n  covered u n d e r  a 
h e a l t h  care p l a n  to invoke the "direct payment" p r o v i s i o n s  of 
law for h e a l t h  c a r e  services p r o v i d e d  to those children. This 
c h a n g e  will g r e a t l y  a s s i s t  the custod ial pa rent in g a i n i n g  
t i m e l y  h e a l t h  c a r e  for the children, w i thout r e q u i r i n g  the 
i n v o l v e m e n t  of t h e  n o n - c u s t o d i a l  parent.

* * * * *

T a k e n  together, t h e s e  cha nges in c u r r e n t  law will “-ke e 
A l a s k a  insurance industry  m o r e  r e s p o n s i v e  to cor. \eeds
and to t h e i r  l e g i t i m a t e  requests. I w o u l d  apprecj.. be -^e 
o p p o r t u n i t y  to b r i n g  the bill b e f o r e  y o u r  commi ttee at your  
e a r l i e s t  opportunity.
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A M E N D M E N T

OFFERED IN THE SENATE

TO: SCS CSHB 225 (L a b o r & Commerce)

Page 1, l i n e  20, a f t e r  " u p o n " :

I n s e r t  " w r i t t e n "

Page 2 , l i n e  3, a f t e r  " s e r v i c e s ; " :

I n s e r t  " t h e  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g iv e n  to  the  in s u r e r  must 

c e r t i f y  t h a t  th e  covered p e rs o n  has g iv e n  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  to 

th e  p r o v i d e r  o f  the s e r v i c e s ; "

Page 2, l i n e  27, a f t e r  " u p o n " :

I n s e r t  " w r i t t e n "

Page 3 , l i n e  10, a f t e r  " s e r v i c e s . " :

I n s e r t  "The w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g iv e n  to  th e  in s u r e r  must 

c e r t i f y  t h a t  th e  covered p e rs o n  has g iv e n  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  t o 

th e  p r o v i d e r  o f  the s e r v i c e s . "

Page A, l i n e  6, a f t e r  "u p o n " :

I n s e r t  " w r i t t e n "

Page A, l i n e  18, a f t e r  " s e r v i c e s . " :

I n s e r t  "The w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g ive n  to  the  in s u r e r  must

- 1 -  5 /2 /9 0
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c e r t i f y  tha t the covered person has given w r i t t e n no t ice o f revoca t ion to 

the prov ide r o f the se rv ic e s . "

- 2 - 5 / 2 / 9 0
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A M E N D M E N T

OFFERED IN THE SENATE

TO: SCS CSHB 225 ( L a b o r  & Commerce)

Page 2, a f t e r  l i n e  24:

I n s e r t  a new s u b s e c t io n  t o  re a d :

" ( c )  T h is  s e c t i o n  does n o t  a p p ly  to  payments made under a p r o ­

v i d e r  c o n t r a c t  th a t  h o l d s  the  cove red  person  harmless f ro m  cha rges  f o r 

s e r v i c e s  e xcep t  copaym ents ,  c o in s u r a n c e ,  and d e d u c t i b l e s . "

Page 3 ,  a f t e r  l in e  25:

I n s e r t  a new s u b s e c t io n  t o  re a d :

" ( e )  T h is  s e c t i o n  does n o t  a p p ly  to  payments made u nd er a p r o v i d ­

e r  c o n t r a c t  th a t  h o ld s  th e  co ve re d  p e rs o n  harm less f r o m  charges f o r 

s e r v i c e s  e xcep t  copaym ents ,  c o in s u r a n c e ,  and d e d u c t i b l e s . "

- 1 - 5 / 2 / 9 0
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CSHB 225 (HESS): "An Act relating to payment of disability insurance
claims."

This Act pertains to the payment of both group and individual disability 
insurance claims. It provides for a requirement that, when benefits are 
assigned to a medical care provider, tho benefits must, be paid within 30 days 
alter receipt of a proof of loss statement and, if the insurer mistakenly pays the 
insured, then the insurer must also pay the medical care provider. The 
department's position on this legislation is neutral.
Section! - AS 21,51,120 - 1ndividuaI Diaability Contr&ets
Essentially, the repeal and reenactment of AS 21.51.120 does not change the 
existing law’s intent. This section pertains to required contract provisions 
pertaining to payment of claims in individual disability insurance contracts. 
Two elements have been added in the situation when benefits have been 
assigned to a medical care provider:

1. payment must be made within 30 days after receipt of a proof of 
loss statement; und

2. if the insurer mistakenly pays benefits to the insured, it must 
also make payment to the medical care provider. It is assumed 
that the insurer is penalized for this mistake by the required 
double payment. Assumedly, both payments would tend to 
increase future rates.

It should be noted that this section does not create an irrevocable assignment 
and the insured could change his or her mind and request in writing that the 
insurer now pay direct to him or her (under AS 21.42.270 and AS 21.51.150).

Section 2 - AS 21.54.020 - Group Disability Contracts
Direct payment of benefits to medical care providers by insurers may provide for:

1. medical care providers not requiring patients to pay for 
treatment before treatment is given so as not to create a barrier 
to receiving appropriate medical care; and

2. assurance that at least some portions of the charges for medical 
care will be paid to the medical care provider.

Most group disability insurance contracts will allow the choice of direct payment 
to medical care providers to be made by the individual persons covered under 
the group contract. This election is required to be made in writing and may only 
be changed by a subsequent written request received before claim payment is 
made. However, many insurers do retain the contractual option of whether 
paying direct to the person covered or to a medical care provider. If the covered 
person has made the written election for direct payment to a provider, the 
insurer will pay to the provider. If the covered person does not make the 
written election for direct payment, the insurer must pay any benefits to the 
covered person.



Position Paper 
CSHB 225 (HESS) 
Page Two

However, if no direct payment election is made and the amount of the claim is 
substantial, many insurers will require the covered person to provide proof that 
the medical care provider has been paid. (An insurer will do this because, if a 
covered person is paid but the provider ultimately is not paid, those reimbursed 
charges will be factored into and result in higher charges being made for future 
medical service.
The new language removes the insurer’s discretion in regard to making direct 
payment to a provider. If the insurer allows for the election of direct payment, 
then the direct payment must be made unless the election is revoked in writing.
The same 30-day criteria for payment of claims and the double payment 
features are evident in this amended provision as are in the section pertaining 
to individual disability contracts.
Section 3 - AS 21.54.050 - Blanket Disability Contracts
This section applies the same standards already noted in Sections 1 and 2, to 
blanket disability insurance contracts.
Section 4 - AS 21.87.340 - Hospital and Medical Service Corporations
Because AS 21.87 is an exclusive chapter regulating hospital and medical 
service corporation such as Blue Cross, there must be an internal reference to 
statutes outside of AS 21.87 which are intended to apply. Section 4 
accomplishes that for individual contracts issued by hospital and medical 
service corporations.
Amendments Proposed
o Following line 8 on page 4, add "(19) AS 21.54.020." This would apply 

this legislation to group contracts issued by a hospital or medical 
service corporation.

Larry Merculieff, Commissioner 
Date: HWWo__________

LM/JB/3829D
040490b
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M E M O R A N D U M
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C h a i r m a n ,  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F R O M : R e p .  M a x  F. G r u e n b e r g ,  Jr.

S U B J E C T :  A n a l y s i s  o f  CS H B  2 2 5  (HESS)
a n d  P r o p o s e d  A m e n d m e n t

D A T E :  M a r c h  26, 1 9 9 0

C u r r e n t  L a w

C S  H B  2 2 5  (HESS) d e a l s  w i t h  t h e  " d i r e c t  p a y m e n t "  p r o v i s i o n s  o f  
T i t l e  21, w h i c h  g o v e r n s  A l a s k a  i n s u r a n c e  contrac-cs. I n s u r a n c e  
c o n t r a c t s  a r e  i n d e m n i t y  c o n t r a c t s ;  t h e y  g e n e r a l l y  p r o v i d e  t h a t  
p a y m e n t s  a r e  m a d e  t o  t h e  p e r s o n  w h o  o w e s  t h e  b i l l ,  r a t h e r  t h a n  
t o  t h e  p e r s o n  w h o  p r o v i d e d  t h e  s e r v i c e s .  A l a s k a  l a w ,  h o w e v e r ,  
h a s  " d i r e c t  p a y m e n t "  p r o v i s i o n s  w h i c h  e n a b l e  a n  i n s u r a n c e  
c o m p a n y  t o  p a y  m o s t  h e a l t h  c a r e  p r o v i d e r s  d i r e c t l y  i f  t h e  
p a t i e n t  s o  r e q u e s t s .

C S  H B  2 2 5  (HESS)

C S  H B  2 2 5  (HESS) s t r e n g t h e n s  t h e  " d i r e c t  p a y m e n t "  p r o v i s i o n s  
o f  c u r r e n t  la w .  A  p a t i e n t  w h o  h a s  m i s t a k e n l y  r e c e i v e d  
i n s u r a n c e  p a y m e n t s  t h a t  t h e  p a t i e n t  a s k e d  b e  p a i d  t o  a h e a l t h  
c a r e  p r o v i d e r  m i g h t  n o t  p a y  t h e  m e d i c a l  b i l l .  I n  t h a t  
s i t u a t i o n ,  u n d e r  c u r r e n t  law, t h e  h e a l t h  c a r e  p r o v i d e r  w o u l d  
b e a r  t h e  c o s t  r a t h e r  t h a n  t h e  i n s u r a n c e  c o m p a n y ,  w h i c h  
m i s t a k e n l y  p a i d  t h e  p a t i e n t .

C S  H B  2 2 5  (HESS) m a n d a t e s  t h a t  i f  a n  i n s u r a n c e  c o m p a n y  
d i s r e g a r d s  t h e  p a t i e n t ’s w r i t t e n  d i r e c t i v e ,  i t  r e m a i n s  l i a b l e



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

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

I n  a d d i t i o n  t o  p l a c i n g  t h e  r i s k  o f  l o s s  o n  t h e  p r o p e r  p a r t y ,
C S  H B  2 2 5  (HESS) a d d s  a s p e c i f i c  t i m e  l i m i t  (30 w o r k i n g  d a y s )  
w i t h i n  w h i c h  m e d i c a l  b i l l s  m u s t  b e  p a i d  b y  t h e  i n s u r e r .  A l s o ,  
t h e  b i l l  a d d s  d e n t i s t s  t o  t h e  l i s t  o f  h e a l t h  c a r e  p r o v i d e r s  
w h o  m a y  b e  p a i d  d i r e c t l y  b y  a n  i n s u r e r .

P r o p o s e d  A m e n d m e n t

I ' v e  a l s o  d r a f t e d  a  p r o p o s e d  a m e n d m e n t  t o  C S  H B  2 2 5  (HESS) f o r  
c o n s i d e r a t i o n  b y  y o u r  c o m m i t t e e .

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

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

* * * * *

T a k e n  t o g e t h e r ,  t h e s e  c h a n g e s  i n  c u r r e n t  l a w  w i l l  m a k e  t h e  
A l a s k a  i n s u r a n c e  i n d u s t r y  m o r e  r e s p o n s i v e  t o  c o n s u m e r s '  n e e d s  
a n d  t o  t h e i r  l e g i t i m a t e  r e q u e s t s .  I w o u l d  a p p r e c i a t e  t h e  
o p p o r t u n i t y  t o  b r i n g  t h e  b i l l  b e f o r e  y o u r  c o m m i t t e e  a t  y o u r  
e a r l i e s t  o p p o r t u n i t y .
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S U B J E C T :  S c h e d u l i n g  o f  C S  H B  2 2 5  ( H E S S ) , " A n  A c t  r e l a t i n g  t o
p a y m e n t  o f  d i s a b i l i t y  i n s u r a n c e  c l a i m s . "

L a s t  y e a r  I s p o n s o r e d  H B  22 5 .  C S  H B  2 , 3  (HESS) w a s  t h e  f i r s t  
A c t  t o  p a s s  o u t  o f  t h e  H o u s e  t h i s  s e s s i o n ,  a n d  i t  p a s s e d  b y  a 

u n a n i m o u s  v o t e .

C S  H B  2 2 5  (HESS) a m e n d s  t h e  " d i r e c t  p a y m e n t "  p r o v i s i o n s  o f  t h e  
I n s u r a n c e  C o d e ,  t o  e n s u r e  t h a t  h e a l t h  c a r e  p r o v i d e r s  r e c e i v e  
p a y m e n t s  f o r  s e r v i c e s  r e n d e r e d  t o  i n s u r e d  p a t i e n t s .

S i n c e  t h e  b i l l  p a s s e d  t h e  H o u s e ,  I h a v e  p r e p a r e d  t h r e e  
a m e n d m e n t s  t o  r e f i n e  t h e  b i l l ' s  i m p a c t .  W i t h  t h o s e  a m e n d m e n t s  
i n  h a n d ,  C S  H B  2 2 5  (HESS) i s  n o w  r e a d y  t o  b e  h e a r d  a n d  I w o u l d  
a p p r e c i a t e  y o u r  s c h e d u l i n g  i t  a t  t h e  e a r l i e s t  o p p o r t u n i t y .
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TO: CSHB 225(HESS)
OFFERED IN  THE SENATE

A M E N D M E N T

Page 1, l ine  28, following "person":
In se r t

(3) a covered person may revoke an e le c t io n  of d i rec t  
payment of indemnities made under th is  subsection by giving w rit ten  
notice  of the revoca t ion  to the insurer  and to  the provider of the 
se rv ices ;  revocation of an e le c t io n  of d i r e c t  payment is  not e f fec t ive  
u n t i l  the no tice  of revoca tion  i s  received by the in su re r  and the 
provider of the se rv ic e s ;

(A) the r i g h t  of the insured to reques t  payment of indem­
n i t i e s  for h o s p i ta l ,  nu rs ing ,  medical, den ta l ,  or su rg ic a l  services 
d i r e c t ly  to the p rov ider  of  the services  or to another person may be 
trans fe r red  to a person who is  not the insured by a q u a l i f i e d  domestic 
r e la t io n s  order; r i g h t s  under the q u a l i f ied  domestic r e l a t io n s  order 
do not take e f fe c t  u n t i l  the order is  received by the in su re r ;  in th is  
paragraph, " q u a l i f ie d  domestic r e la t io n s  order" means an order or 
judgment in a divorce or d i s s o lu t io n  action under AS 25. 2A tha t  desig­
nates a person to determine to  whom indemnities fo r  a named benef i­
c ia ry  should be paid under a d i s a b i l i t y  policy"

Page 2, l in e  11, before "An":
In s e r t  "(a)"

-1- 2/6/90
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Page 2, a f t e r  l ine  20:
In s e r t  new subsections to read:

"(b) A covered person may revoke an e lec t ion  of d i r e c t  payment of 
indemnities made under (a) of t h i s  section by giving w r i t te n  no tice  of 
the revocation to the in su re r  and to the provider of the serv ices .  
Revocation of an e lec t ion  of d i r e c t  payment is  not e f f e c t iv e  u n t i l  the 
notice  of revocation i s  received by the insurer  and the provider of 
the services .

(c) The r igh t  of the covered person to request payment of indem­
n i t i e s  under a blanket d i s a b i l i t y  policy d i r e c t ly  to the provider of 
the services or to another person may be t ran s fe r red  to  a person who 
i s  not the covered person by a q u a l i f i e d  domestic r e la t io n s  order. 
Rights under the q u a l i f ied  domestic r e la t io n s  order do not take e f fe c t  
u n t i l  the order i s  received by the insurer .  In th i s  subsection, 
"qu a l i f ied  domestic r e l a t io n s  order"  means an order or judgment in a 
divorce or d issolu tion  ac t ion  under AS 25.24 th a t  designates a person 
to determine to whom indemnities fo r  a covered person should be paid 
under a d i s a b i l i ty  p o l icy ."

Page 2, l ine  23, before "All":
I n s e r t  " ( a ) "

Page 3, a f t e r  l ine  10:
I n s e r t  n e w  s u b s e c t i o n s  to r e a d :

"(b) A covered person may revoke an e lec t ion  of d i r e c t  payment of 
b en ef i t s  made under (a) of t h i s  sec t ion  by giving w r i t te n  notice  of

-2- 2/6/90
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the revocation to the in su re r  and to the provider of the services .  
Revocation of an e lec t ion  of d i rec t  payment is  not e f fec t iv e  u n t i l  the 
no t ice  of revocation is  received by the insu rer  and the provider of 
the serv ices .

(c) The r ig h t  of the covered person to request payment of indem­
n i t i e s  under a group d i s a b i l i t y  policy  d i r e c t ly  to the provider of the 
serv ices  or to another person may be t ran s fe r red  to a person who is 
not the covered person by a q u a l i f ie d  domestic r e la t io n s  order. 
Rights under the q u a l i f ied  domestic r e la t io n s  order do not take e ffec t  
u n t i l  the order i s  received by the in su re r .  In th is  subsection, 
" q u a l i f ied  domestic r e la t io n s  order" means an order or judgment in a 
divorce or d isso lu t ion  ac tion  under AS 25.24 th a t  designates a person 
to determine to whom indemnities for  a covered person should be paid 
under a d i s a b i l i t y  po l icy ."

Page 4, following l ine  8:
In se r t  new b i l l  sections to read:

"* Sec. 5. AS 25.24.160(b) i s  amended to read:
(b) I f  a judgment under th is  section  d i s t r ib u te s  ben ef i t s  to an

a l te rn a te  payee under AS 14.25, AS 21.51.120(a),  AS 21.54.020(c),
21.54.050(c) , AS 22.25, AS 26.05.222 - 26.05.226, or AS 39.35, the 
judgment must meet the requirements of a qu a l i f ied  domestic re la t io ns  
order under the de f in i t io n  of that  phrase tha t  i s  applicable to those 
provis ions.

* Sec. 6. AS 25.24.230(g) i s  amended to read:
(g) I f  a judgment under th is  section d i s t r ib u te s  benef i ts  to an

6-103 3Eb
F o r d
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a l te r n a te  payee under AS 14.25, AS 21 .51.120(a),  AS 21.54.020(c), 
21.54 .050(c ) , AS 22.25, AS 26.05.222 - 26.05.226, or AS 39.35, the 
judgment must meet the requirements of a q u a l i f i e d  domestic re la t io n s  
order under the d e f in i t io n  of th a t  phrase th a t  i s  app l icab le  to those 
p ro v is io n s ."

Renumber the following b i l l  sec t ion  accordingly.
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O r i g i n a l  s p o n s o r ( s ) :  R EP . GRUENBERG, M e n a r d

IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 225 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act e n t i t l e d :  "An Act r e l a t i n g  to payment of d i s a b i l i t y  insurance

c la im s ."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.51.120 i s  repealed  and reenacted  to read:
Sec. 21.51.120. PAYMENT OF CLAIMS. (a) A d i s a b i l i t y  policy 

de l ivered  or issued for  de l ive ry  must conta in  the following p ro v i ­
sions :

(1) indemnity fo r  loss  of l i f e  s h a l l  be paid according to 
the benef ic ia ry  designation and payment p rov is ions  contained in  the 
po licy  th a t  are e f fe c t iv e  a t  the time of payment; i f  a ben e f ic ia ry  has 
not been designated, indemnity s h a l l  be pa id  to the e s t a t e  of the 
insured; accrued indemnities unpaid a t  the in su re d 's  death s h a l l  be 
paid to e i th e r  the benef ic ia ry  or the e s t a t e ,  a t  the option of the 
in su re r ;  a l l  other indemnities s h a l l  be paid to the insured;

(2) the in su re r  may, and upon reques t  of the insured s h a l l ,  
w ith in  30 working days a f t e r  rece iv ing  a proof of loss  s ta tem ent ,  pay 
indemnities for  h o sp i ta l ,  nurs ing ,  medical,  den ta l ,  or su rg ic a l  s e r ­
v ices  d i r e c t ly  to the provider of the se rv ic e s ;  an in su re r  who pays 
indemnities to an insured, a f t e r  the insured  has given the in su re r  
w r i t te n  no tice  in the proof of loss  statement of an e le c t io n  of  d i r e c t  
payment of indemnities to the provider  of the se rv ices ,  s h a l l  a lso  pay 
indemnities to the provider of the se rv ic e s ;  th i s  paragraph does not 
requ ire  th a t  services be provided by a p a r t i c u l a r  h o sp i ta l  or person;

(3) a covered person may revoke an e le c t io n  of d i r e c t
-1- SCS CSHB 225(L&C)
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payment of indemnities made under th i s  subsection by giving w r i t ten  
n o t ice  of the revocation to the in su re r  and to the provider of  the 
se rv ic es ;  revocation of an e le c t io n  of d i r e c t  payment i s  not e f fe c t iv e  
u n t i l  the no tice  of revocation i s  received by the in su re r  and the 
provider of the se rv ices ;

(4) the r ig h t  of the insured to request payment of indem­
n i t i e s  fo r  h o s p i ta l ,  nursing,  medical,  den ta l ,  or su rg ic a l  services 
d i r e c t l y  to the provider of the se rv ices  or to another person may be 
t r a n s fe r r e d  to a person who i s  not the insured by a q u a l i f i e d  domestic 
r e l a t i o n s  order; r ig h ts  under the q u a l i f ie d  domestic r e l a t i o n s  order 
do not take e f fe c t  u n t i l  the order i s  received by the in su re r ;  in th i s  
paragraph, "q u a l i f ied  domestic r e l a t i o n s  order" means an order or 
judgment in  a divorce or d i s s o lu t io n  ac t ion  under AS 25.24 th a t  des ig ­
na tes  a person to determine to whom indemnities fo r  a named b en ef i ­
c ia ry  should be paid under a d i s a b i l i t y  policy .

(b) A  d i s a b i l i t y  p o l i c y  d e l i v e r e d  o r  i s s u e d  f o r  d e l i v e r y  m a y ,  at 

t h e  o p t i o n  o f  t h e  i n s u r e r ,  r e q u i r e  t h a t  a n  i n d e m n i t y  i n  a n  a m o u n t  n o t  

t o  e x c e e d  $ 1 , 0 0 0  t h a t  is p a y a b l e  t o  t h e  e s t a t e  o f  t h e  i n s u r e d ,  an 

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

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

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

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

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

p a y m e n t .

* Sec. 2, AS 21.54.020 i s  repealed and reenacted to read:
Sec. 21.54.020. DIRECT PAYMENT OF HOSPITAL, MEDICAL SERVICES.

(a) An in su re r  may, and upon reques t  of the covered person s h a l l ,
w ith in  30 working days a f t e r  rece iv in g  a proof of loss s ta tement,  pay
indemnities  under a group d i s a b i l i t y  po licy  d i r e c t l y  to the provider 
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of the h o s p i t a l ,  nursing, medical,  den ta l ,  or su rg ica l  se rv ices .  The 
policy may not contain a provis ion requ ir ing  tha t  se rv ices  be provided 
by a p a r t i c u l a r  ho sp i ta l  or person. I f  the in su re r  pays indemnities 
to the covered person a f t e r  the covered person has given the insurer  
w r i t te n  no t ice  in the proof of loss statement of an e le c t io n  of d i r e c t  
payment of indemnities to the provider of the se rv ice ,  the in su re r  
s h a l l  a lso  pay those indemnities to the provider of the se rv ice .

(b) A covered person may revoke an e le c t io n  of d i r e c t  payment of 
indemnities  made under (a) of th i s  sec t ion  by giving w r i t ten  no t ice  of 
the revocation  to the insurer  and to the provider of the se rv ices .  
Revocation of an e lec t io n  of d i r e c t  payment i s  not e f f e c t iv e  u n t i l  the 
no t ice  of revocation is  received by the in su re r  and the provider  of 
the  se rv ices .

(c) The r ig h t  of the covered person to reques t  payment of indem­
n i t i e s  under a blanket d i s a b i l i t y  po licy  d i r e c t l y  to the provider  of 
the se rv ices  or to another person may be t r a n s fe r re d  to a person who 
is  not the covered person by a q u a l i f i e d  domestic r e l a t io n s  order .  
Rights under the q u a l i f ie d  domestic r e l a t i o n s  order  do not take e f f e c t  
u n t i l  the order i s  received by the in su re r .  In th i s  subsection ,  
" q u a l i f i e d  domestic r e la t io n s  order" means an order or judgment in a 
divorce or d i s so lu t io n  ac tion  under AS 25.24 th a t  designates a person 
to 'determine to whom indemnities fo r  a covered person should be paid 
under a d i s a b i l i t y  policy.

(d) This sec t ion  does not p ro h ib i t  an in su re r  from recovering an 
amount mistakenly paid to a provider or a covered person.

* Sec. 3. AS 21.54.050 is  repealed and reenacted  to read:
Sec. 21.54.050. PAYMENT OF BLANKET DISABILITY POLICY BENEFITS.

(a) All b e n e f i t s  under a blanket d i s a b i l i t y  po licy  sh a l l  be paid to
(1) the person insured; (2) the designated benef ic ia ry  or
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b e n e f ic i a r i e s  of the person insured; (3) the e s t a t e  of the person 
insured; (A) the paren t ,  guardian, or o ther person ac tu a l ly  supporting 
the person insured ,  i f  the person insured is  a minor or otherwise not 
competent to give a va l id  re lease ;  or (5) the employer, i f  the e n t i r e  
cost  of the insurance has been paid by the employer. An insurer  may, 
and upon reques t  of the covered person s h a l l ,  within 30 working days 
a f t e r  rece iv ing  a proof of loss s ta tement,  pay b e n e f i t s  d i r e c t l y  to 
the provider of the h o sp i ta l ,  nursing ,  medical, den ta l ,  or su rg ica l  
se rv ices .  The policy may not contain a provis ion requir ing  tha t  
se rv ices  be provided by a p a r t i c u la r  h o sp i ta l  or person. I f  the
in su re r  pays indemnities to the insured a f t e r  the covered person has
given the in su re r  w r i t te n  notice  in  the proof of loss statement of an 
e le c t io n  of d i r e c t  payment of indemnities to the provider of the
se rv ic e ,  the in su re r  sh a l l  a lso  pay those indemnities to the provider
of the se rv ice .

(b) A covered person may revoke an e lec t io n  of d i r e c t  payment of 
b e n e f i t s  made under (a) of th i s  sec t ion  by giving w r i t ten  no t ice  of 
the revocation  to the in su re r  and to the provider of the se rv ices .  
Revocation of an e le c t io n  of d i r e c t  payment is  not e f fe c t iv e  u n t i l  the 
n o t ic e  of revocation  is  received by the in su re r  and the provider of 
the se rv ices .

/ (c) The r i g h t  of the covered person to request payment of indem­
n i t i e s  under a group d i s a b i l i t y  policy d i r e c t ly  to the provider of the 
se rv ices  or to another person may be t r a n s fe r re d  to a person who is  
not the covered person by a q u a l i f ie d  domestic r e la t io n s  order.  
Rights under the q u a l i f ie d  domestic r e l a t io n s  order do not take e f fe c t  
u n t i l  the order i s  received by the in su re r .  In th i s  subsection,  
" q u a l i f i e d  domestic r e la t io n s  order" means an order or judgment in  a
divorce or d i s s o lu t io n  action  under AS 25.2 A that  designates a person 
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to determine to whom indemnities fo r  a covered person should be paid 
under a d i s a b i l i t y  po licy .

(d) This sec t ion  does not p ro h ib i t  an in su re r  from recovering an 
indemnity mistakenly paid  to a provider or a covered person.

* Sec. 4. AS 21.87.340 is  amended to read:
Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In add i t ion  to 

the provis ions contained or r e fe r re d  to previously in  th i s  chapter,  
the following chapters and provis ions of th is  t i t l e  a lso  apply with 
re spec t  to serv ice  corporat ions to the extent app licab le  and not in 
c o n f l i c t  with the express provis ions of th i s  chapter and the reason­
able im plica t ions  of the express p rov is ions ,  and fo r  the purposes of 
the a p p l ic a t io n  the corporat ions  s h a l l  be considered to be mutual 
" i n s u r e r s " :

(1) AS 21.03
(2) AS 21.06
(3) AS 21.09, except AS 21.09.090
(4) AS 21 .18.010
(5) AS 21.18.030
(6) AS 21.18.040
(7) AS 21.18.120
(8) AS 21.21.321
(9) AS 21 .36

(10) AS 21.69.400
(11) AS 21.69.520
(12) AS 21.69.600, 21.69.620, and 21.69.630
(13) AS 21 .78
(14) AS 21.90
(15) AS 21.42.345 - 21.42.365
(16) AS 21.89.040
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(17) A S  21 .89. 060j_

(18) AS 21.51 .120;
(19) AS 21.54,020.

* Sec. 5. AS 25.24.160(b) is  amended to read:
(b) I f  a judgm under th i s  sec t ion  d i s t r i b u t e s  b e n e f i t s  to an

a l t e r n a t e  payee under AS 14.25, AS 21.51.120(a),  AS 21.54.020(c),.

21 .5 4 .0 5 0 (c ) , AS 22.25, AS 26.05.222 - 26.05.226, or AS 39.35, the
judgment must meet the requirements of a q u a l i f i e d  domestic r e la t io n s  
order under the d e f in i t io n  of th a t  phrase th a t  i s  app licab le  to those 
p ro v is io n s .

* Sec. 6. AS 25.24.230(g) is  amended to read:
(g) I f  a judgment under th i s  sec t ion  d i s t r i b u t e s  b e n e f i t s  to an 

a l t e r n a t e  payee under AS 14.25, AS 21.51.120(a),  AS 21.54.020(c),
21 .54.050(c) , AS 22.25, AS 26.05.222 - 26.05.226, or AS 39.35, the
judgment must meet the requirements of a q u a l i f ie d  domestic r e la t io n s  
order under the d e f in i t io n  of th a t  phrase th a t  i s  app licab le  to those 
p ro v is io n s .

* Sec. 7. This Act applies  to p o l ic i e s  of d i s a b i l i t y  insurance entered 
in to  or renewed a f t e r  the e f fec t ive  date of t h i s  Act.

;
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Representative M a x  F. Gruenberg, Jr.

District 11 

Spenard, Upper Midtown Anchorage

M E M O R A N D U M

T O :  M e m b e r s  o f  t h e  H o u s e

F R O M :  R e p .  M a x  G r u e n b e r g ,  J r .

D A T E :  F e b r u a r y  5, 1 9 9 0

R E :  H B  235, R e f r i g e r a t o r  S a f e t y  b i l l .

I w o u l d  v e r y  m u c h  a p p r e c i a t e  y o u r  s u p p o r t  f o r  H B  235. T h e  
r e f r i g e r a t o r  s a f e t y  b i l l  u p d a t e s  o u r  l a w s  t o  p r o h i b i t  l e a v i n g  
a  d a n g e r o u s  r e f r i g e r a t o r  i n  a n  a r e a  t h a t  p r e s e n t s  a n  
u n r e a s o n a b l e  h a z a r d  t o  s m a l l  c h i l d r e n .  A f t e r  t h e  i n c i d e n t  i n  
t h e  e n c l o s e d  c i t a t i o n ,  R e p r e s e n t a t i v e  H o f f m a n  a n d  I r e v i e w e d  
o u r  s t a t u t e s  a n d  t h o s e  o f  o t h e r  s t a t e s  a n d  c o n c l u d e d  t h a t  
A l a s k a  n e e d e d  t h i s  l e g i s l a t i o n  t o  h e l p  p r e v e n t  s i m i l a r  

i n c i d e n t s .

T h e  b i l l  i n c o r p o r a t e s  f e d e r a l  s a f e t y  s t a n d a r d s  e n a c t e d  i n  1 9 5 8  
a n d  u p d a t e s  o u r  l a w s  b a s e d  t h e  n e w  l a w s  i n  o t h e r  s t a t e s .  I t  
w i l l  h e l p  s a v e  l i v e s .

T h a n k y o u .
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* H O N O R I N G  *

* I S A A C  F R A Z I E R  *

T h e  m e m b e r s  of t h e  F i f t e e n t h  A l a s k a  L e g i s l a t u r e  t a k e  

g r e a t  p r i d e  in h o n o r i n g  a f i n e  y o u n g  A l a s k a n ,  I s a a c  
F r a z i e r ,  w h o  s a v e d  the l i v e s  of f o u r  y o u n g  c h i l d r e n .

O n  A p r i l  17, 1 9 8 8 ,  R e b e c c a  M a r y ,  a g e  six, J a n n a
E x c e l i a ,  a g e  five, a n d  S h a n n o n  B e r n i c e ,  a g e  two, d a u g h t e r s  

of J i m m y  a n d  C h r y s t a l  S m i t h ,  a n d  W i l l i a m ,  a g e  four, f o s t e r  

s o n  o f  H i e l b e n t  a n d  S a r a h  F r a z i e r  w e r e  p l a y i n g  in t h e  h a l l s  

of t h e  B u r e a u  of I n d i a n •s h o u s i n g  c o m p l e x  i n  B e t h e l .  T h e s e  

c h i l d r e n  b e i n g  full of a d v e n t u r e  a n d  n a i v e t e  d u r i n g  a g a m e  

of " h i d e  ’n ’ go s e e k "  d i s c o v e r e d  a n  u n p l u g g e d  r e f r i g e r a t o r  

t h a t  d i d  n o t  h a v e  t h e  d o o r  r e m o v e d .  N o t  k n o w i n g  t h e  

d a n g e r ,  t h e y  b e c a m e  l o c k e d  in t h e  r e f r i g e r a t o r .

If I s a a c ,  a g e  n i n e ,  h a d  n o t  b e e n  l o o k i n g  f o r  h i s
l i t t l e  b r o t h e r  a n d  h e a r d  t h e  c h i l d r e n ' s  m u f f l e d  c r i e s  f o r  

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

c l o s e  c a l l l

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

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

T h i s  L e g i s l a t u r e  c o n g r a t u l a t e s  I s a a c  F r a z i e r  a n d  
j o i n s  h i s  f a mily, f r i e n d s  a n d  t h e  r e s i d e n t s  o f  t h e  

Y u k o n - K u s k o k w i m  D e l t a  i n  c e l e b r a t i n g  lif e .

A o -tcw : — >■—1 ^
ESfDENT OF THE SENATE T

h.«« May 6. 1988
RaiuvmkJK: Representative Hoffman;

Senator Binkley
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Under laws administered by CPSC. an estimated 325 million 
potentially hazardous products have been called beck trom Ihe 
marketplace and consumers since 1973 (when CPSC was created). 
to-jf ol these were voluntarily recalled ,iy manufacturers who 
established programs to repair or replace me products, or to rotund 
the purchase price.

. . .   J

CPSC W arn s  A b o u t  S u f f o c a t i o n  
and D e a t h  o f  Children  

JUL27B88 in Old R e fr ig er a to r s
------------------------------------------ , / y v v V w y / A

c*=»*

BLOCKS OR 
SIMILAR OBJECTS TO 
PREVENT DOOR FROM 
CLOSING COMPLETELY

REMOVE OR DISABLE 
THE LATCH

REMOVE THE DOOR
CHAIN AND PADLOCK 
THE DOOR CLOSED

The U.S. Consumer Product 
Safety Commission (CPSC) 
urges that all unused old-style 
refrigerators around the home 
be rendered "child-proof” or, if 
on public property, appropriate 
authorities be called to safely 
dispose of the products. CPSC 
continues to receive reports 
about the tragic deaths of 
young children who are suf­
focated because of entrapment 
In old refrigerators.

The Refrigerator Safety Act was 
enacted August 2, 1956. The

Act’s regulations which became 
effective October 30, 1958 re­
quire a mechanism (usually a 
magnetic latch) which enables 
the door to be opened from the 
Inside In the event of accidental 
entrapment. This type of latch, 
therefore, makes the hazardous 
refrigerators manufactured be­
fore that date easy to Identify. 
The serious entrapment hazard 
occurs when children, during 
play, climb inside the old aban­
doned or carelessly stored re­
frigerators to hide. Many of 
these refrigerators are still In

r e c e i v e d  

JUN 2 7  1983
OSH Anchorage



c , 'ffocation and Death of Child • ' 
In Old Refrigerators #/)

(continued) /q #‘

use, and when they are careless­
ly discarded or stored where 
they are accessible lo children, 
they become a danger.

The CPSC has record of 96 
children s deaths since 1973 
caused by suffocation resulting 
from entrapment in those old re­
frigerators. Children In the 3 arid 
4 year age brackets have been 
the most vulnerable.

While there has been some de­
cline in deaths In recent years, 8 
children died during 1983 from 
refrigerator entrapment. Three 
ol these instances were double 
deaths occurring in Missouri, 
Texas and West Virginia, The 
other deaths were separate, in­
volving two 3 year olds in 
California.

The grim statistics from re­
frigerator entrapment have 
already begun for 1984. CPSC 
has recently received a report of 
the deaths on January 31, 1984 
of cousins, ages 3 and 4 in an 
old refrigerator in Berkley 
Township, New Jersey. The 
refrigerator was one of the old 
prestandard models with the 
self-latching mechanism on the 
door and was stored in an un­
used neighborhood garage. The 
children apparently both sat 
down on the single metal shelf 
near the bottom of the empty, 
unplugged refrigerator and the 
door became laicheo.

Double deaths are not uncom­
mon because children naturally 
enjoy playing together, and old 
refrigerators provide an Interest­
ing place to share this fun. How­
ever, when the door slams shut, 
there is sudden darkness, and 
the normally innocent and famil­
iar refrigerator becomes a

death trap. Suffocation then en­
sues because the tight fitting 
gasket, which is on the inside ol 
the door to seal in the cold, cuts 
ott the child's air. This along 
with the insulated construction 
ot a refrigerator also prevents 
the children's screams lor help 
from being hoard.

There are several ways to "child 
proof these old discarded re­
frigerators. The surest method 
Is to take off the door complete­
ly and In most cases this Is a 
simple process using a screw­
driver. If the door will not come 
off, chain and padlock the door 
permanently and tightly ciosed. 
A third alternative Is to remove 
or disable the latch completely 
so the door will no longer lock 
when closed. A wooden block 
screwed to the door to keep it 
from closing is also a possibili­
ty. Another helpful deterrent is 
to leave the shelves in the refrig­
erator to discourage children 
from getting inside. Also, It is 
unlawful in many local jurisdic­
tions to discard old refrigerators 
without first removing the door.

Old electric refrigerators are not 
the only killer of children. The 
CPSC is aware of the death of a 
3 year old because of suffoca­
tion in a self-locking ice refriger­
ator in a camper. The parents 
had probably never realized that 
an ice be* which cannot be 
opened from the Inside pre­
sents a suffocation hazard to 
small children.

Consumers wishing additional 
Information should call CPSC’s 
toll-free Hotline at 800-638- 
CPSC. A teletypewriter number 
for the hearing impaired is 
800-638-8270. (Maryland only, 
800-492-8104.)
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R E P R E S E N T A T I V E  B I L L  H U D S O N C< JMMI I Ilil-lS:

P.O. HOX V hinuau. Alaska
(o< )7)‘K»r» : J7<i <1- or *1001

ll,ll)S|H)lMli(lll
K c s o i i k  C h  

Hm iM u U iir !<■

I I N A N <  I . S U H l  O M M I  I I  I i l - S  
rJOT/Pf- 
C  &  H A

A p r i l  25, 1989

H o n o r a b l e  D i c k  E l i a s o n ,  C h a i r  
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

R e :  C S H B  2 6 1  ( F i n a n c e )

D e a r  S e n a t o r  E l i a s o n ,

T h a n k  y o u  f o r  p r o m p t l y  s c h e d u l i n g  a c o m m i t t e e  h e a r i n g  o f  C S H B  
2 6 1  ( F i n a n c e ) , " A n  A c t  a u t h o r i z i n g  a n  A l a s k a - S o v i e t  I c e  
C l a s s i c . "

I s p o n s o r e d  t h e  b i l l  a f t e r  w e l l - k n o w n  a c t i v i s t  D i x i e  B e l c h e r  
a p p r o a c h e d  m e  w i t h  t h e  i d e a  o f  a n  A l a s k a - S o v i e t  I c e  C l a s s i c  a s  
a w a y  t o  c e l e b r a t e  i m p r o v i n g  r e l a t i o n s  b e t w e e n  t h e  U n i t e d  
S t a t e s  a n d  t h e  S o v i e t  U n i o n .

H e r  n o n p r o f i t  o r g a n i z a t i o n ,  C A M A I * ,  a n d  t h e  C i t y  o f  D i o m e d e * *  
w o u l d  l i k e  t o  s p o n s o r  t h e  i c e  c l a s s i c ;  h o w e v e r ,  t h e y  m u s t  w a i t  
f o r  t h e  l e g i s l a t u r e  t o  p a s s  C S H B  2 6 1  ( F i n a n c e )  t h i s  s e s s i o n  
b e f o r e  t h e y  c a n  p r o c e e d  t o  o r g a n i z e  o n e  f o r  n e x t  y e a r .

S i n c e  1 9 6 0 ,  w h e n  t h e  l e g i s l a t u r e  p a s s e d  c h a r i t a b l e  g a m i n g  
l e g i s l a t i o n ,  o r g a n i z a t i o n s  h a v e  h a d  t o  o b t a i n  s t a t u t o r y  
a u t h o r i t y  t o  o p e r a t e  a n d  a d m i n i s t e r  i c e  c l a s s i c s .  C S H B  2 6 1

* P r o n o u n c e d  " c h a - M Y " ,  t h e  Y u p ' i k  f o r  " h e l l o " .

* *  A t  m y  r e q u e s t ,  t h e  H o u s e  F i n a n c e  C o m m i t t e e  a d d e d  t h e  C i t y  
o f  D i o m e d e  a s  a j o i n t  s p o n s o r  o f  t h e  i c e  c l a s s i c .  T h i s  m a r k s  
t h e  o n l y  d i f f e r e n c e  b e t w e e n  m y  b i l l  a n d  i t s  c o m p a n i o n ,  S B  2 7 4  

b y  S e n a t o r  J i m  D u n c a n .

REPRESENTING 
^  ALASKA'S CAPITAL CITY

m m



S e n a to r D ic k  E l ia s o n
A p r i l  2 5 , 1989
Page Two

( F i n a n c e )  a d d s  t h e  A l a s k a - S o v i e t  I c e  C l a s s i c  t o  f i v e  o t h e r  
a u t h o r i z e d  i c e  c l a s s i c s :  t h e  N e n a n a  I c e  C l a s s i c ,  t h e  C h e n a
I c e  P o o l ,  t h e  K u s k o k w i m  I c e  C l a s s i c ,  t h e  K e n a i  R i v e r  I c e
C l a s s i c ,  a n d  t h e  Y u k o n  R i v e r  I c e  C l a s s i c .

S h o u l d  C S H B  2 6 1  ( F i n a n c e )  p a s s  t h i s  y e a r ,  i c e  c l a s s i c  o r g a n i z ­
e r s  w o u l d  s e t  u p  a t r i p o d  i n  t h e  s p r i n g  o f  1 9 9 0  o n  t h e  I n t e r ­
n a t i o n a l  D a t e l i n e  b e t w e e n  B i g  a n d  L i t t l e  D i o m e d e  I s l a n d s .  
T i c k e t s  w o u l d  g o  o n  s a l e  i n  b o t h  A l a s k a  a n d  t h e  S o v i e t  U n i o n

f r o m  A p r i l  15 t o  M a y  25.

C A M A I  a n d  t h e  C i t y  o f  D i o m e d e  w o u l d  o p e r a t e  t h e  i c e  c l a s s i c  i n  
A l a s k a .  T h e  F o u n d a t i o n  f o r  S o c i a l  I n v e n t i o n s ,  a S o v i e t
a g e n c y ,  w o u l d  m a n a g e  t h e  i c e  c l a s s i c  i n  t h e  S o v i e t  U n i o n .

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

P r o c e e d s  w o u l d  s u p p o r t  e f f o r t s  t o  p r o m o t e  A l a s k a - S o v i e t
c u l t u r a l  e x c h a n g e s .

F i n a l l y ,  C S H B  2 6 1  ( F i n a n c e )  h a s  a z e r o  f i s c a l  n o t e .

A g a i n ,  t h a n k  y o u  f o r  t h e  p r o m p t  h e a r i n g  o f  C S H B  2 6 1  ( F i n a n c e ) . 
I h o p e  w e  c a n  q u i c k l y  p a s s  t h i s  b i l l  t h i s  s e s s i o n  s o  t h a t  t h e  
i c e  c l a s s i c  o r g a n i z e r s  c a n  i m m e d i a t e l y  b e g i n  w o r k  o n  a u n i q u e  
e v e n t .





T e r m s  and c o n d i t i o n s  u n d e r  w h i c h  p r i m e - c o n e r a c c o r s 7 ~ s U D t u t m r a t T : o i r s  a i t  
p a i d  for m a t e r i a l s  a n d  s e r v i c e s  p r o v i d e d  to a p u b l i c  c o n s t r u c t i o n  

p r o j e c t *  ef d .

a n d  r e c o m m e n d e d :

[ ] r e p l a c e  w i t h  _______
[u*j or a d o p t  f S r  ̂

[ ] a t t a c h e d  a m e n d m e n t ( s )  

[ ] _______________________________

[✓Ĵdo pass
[ ] d o  n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] f u r t h e r  r e f e r r a l  t o  _________

cs n n  MI( Q g ft)

l e t t e r  of  i n t e n t  a d o p t e d

s a m e  t i t l e  
[ ] n e w  t i t l e
[ ] t e c h n i c a l

t i t l e  c h a n g e  
(HB only)

A T T A C H E S  2TEW F I S C A L  N O T E ( S ) :
D e p t / D a t e :

[ ] fiscal n o t e ( s )  ___________________

[ ] z e r o  f i s c a l  n o t e ( s )

A P P R O V E S  P R E V I O U S :

[u-j" f i s c a l  n o t e  (s) 

D P T / P P '_____
D e p t / D a t e :

l E S Z Z

[ ] ze r o  f i s c a l  n o t e ( s )

[ ] a p p r o p r i a t i o n - n r f  f i s c a l  n o t e [ ] G o v e r n o r ' s  b i l l  w / f i s c a l  n o t e  

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

^ C h a i r :  S i g n a t u r e  a n d  R e c o m m e n d a t i o n

  — -----------       Ya J  t-iic

prime c o n t ra c to r  fo r  s a t i s f a c to r y  performance with in  21 calendar days 
of the da te  the s t a t e  rece ives  a payment re q u e s t  th a t  complies with 
the con trac t  or w ith in  21 calendar days of  th e  date  the s t a t e  ac tua l ly  
receives th e  fed e ra l  money, whichever is  l a t e r .

HB0284d -1- SCS CSIIB 284(C&RA)
C O M M I T T E E  C O P Y
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STATE OF ALASKA
1989 LEGISLATIVE SESSION

BELL VERSION: CSHB 28A (L&C)
PUBLISH DATE: HOUSE 5 / 1 / 8 9

F I S C A L  N O T E

Revision Date:
Title: Public Construction Contract Payment* 

Sponsor Boyer
Requestor House Labor and Commerce

Agency Affected: DO T A P F  
BRU: Finance

Component*:

EXPENDITURES/REVENUES: (thousands of dollars)

OPERATING FY 89 FY 90 PY91 FY 92 FY 93 FY 94

PERSONAL s M 3 E f - o— " T 0 b 0
_ 0

TRAVBL 0 0 0 0 0 0
CONTRACTURAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND A  STRUCtf jR&l O 0 0 0 0
QRAN'fs. Cl AIM 8 . , “I 0 n ' n
MISCELLANEOUS 0 0 0 0 0 0
T O T A L  OPERATING 0 0 0 0 0 0

CAPITAL 0 146.0 1 4 4 .0 144.0 1444)

REVENUE 0 0 0 0 0 0

FUNDING:rniousA)®s 3P D O LLA R !)
GENERAL F I M T ... 0 " T O ™ I4&0 1 4 4 .0 146.0 ^Ud.o
pe6bral funds 0 .. _ . 0 0 0 0 0UlHfcfc* -  ^ .....  0 u u 0
TOTAL 0 0 0 0 0 0

FULL-TIME ---------------r ~ 0 — » ------------- 8— 0
PART-TIME *0 0 0 0 0 0
TEMPORARY 0 0 \ 0 0 0 0

ANALYSIS:

,The Gnnual cost* are based on the fact that 15% of all contractor payment* could not be paid within the ,
proposed 14 day time frame and would require payment of increased interest coat*. The costs reflected are 
calculated baaed on late payments incurring 15 days of interest charge*. Significant budget reduction* being 
considered for all administrative unit* would cause a delay in tho processing of payment* and could increase the 
annual costs to approximately $300,000.

Prepared by: Robert N. Bartholomew, Director 
Division: Management and Finance

Approved by Commissioner: • Marie s. Hlclav
Agency: Department of Transportation and Public Fi

Distribution (by preparer); 
Legislative Finance 
Legislative Sponsor 
Requestor

Phone; 465-3911 
Date: 4/17/89

Date; ¥/!% (,‘J a jz
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STATE OF A L A S K A
1990 L E G IS L A T IV E  SESSION

REQUEST : F I S C A L  N O T E

BILL VERSION: SCS CSHB284 1 (C&RA)
PUBLISH DATE: 4/2/90

Revision Date: 
Title:

Sponsor:
Requestor

"An Act relating to Public Construction 
Contract Payments"
Boyer
House Labor and Commerce

Agency Affected: 
BRU:

Components:

DOT&PF
Finance

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 0 0 0 0 0 0TRAVEL 0 0 0 0 0 0CONTRACTURAL 0 0 0 0 0 0SUPPLIES 0 0 0 0 0 0EQUIPMENT 0 0 0 0 0 0LAND & STRUCTURES 0 0 0 0 0 0GRANTS. CLAIMS 0 0 0 0 0 0MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 110.0 110.0 110.0 110.0

REVENUE 0 0 0 0 0 0

FU NDING: (ThousandsofDoUan)
GENERAL FUND 0 0 110.0 110.0 110.0 110.0

FEDERAL FUNDS 0 0 0 0 0 0OTHER 0 0 0 0 0 0TOTAL 0 0 110.0 110.0 110.0 110.0

POSITIONS:FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0TEMPORARY 0 0 0 0 0 0

ANALYSIS: The annual increased costs can only be estimated. Based on prior experience, 8%  of all 
contractor payments could not be paid within the proposed 21 day time frame and would require 
payment of interest costs. The estimated increased costs are between $80,000 and SI 10,000. These 
costs would be funded out of General Fund capital appropriations allocated for "state match" or 
projects ineligible for federal participation. The costs reflected are calculated based on late payments 
incurring 15 days of interest charges. Significant budget reductions being considered for all 
administradve units would cause a delay in the processing of payments and could increase die annual 
costs to approximately $200,000. Each administradve unit lost at least one posiuon effecdve 10-01- 
89. The effect on contractor payments of this reducdon will not be known undl 1990 construction 
season.

Prepared by: Roberta N. Bartholomew, Director 
Division: Administradve Services

Approved by Commissioner: Mark S. Hickey
Agency: Department of Transportation and Public Facilides

Distribudon (by preparer):
Legisladve Finance 
Lcgisladvc Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ics)

Phone:
Date.

465-3911 
April 2, 1990

ate: t ] 4
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I •

D e p a r t m e n t  q f  T r a n s p o r t a t i o n  fit P u b l i c  F a c i l i t i e s

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

f P 9  20 '89 09:29 DOT&Pr rOMM. OFFICE JUSEPU P.2

B E L L N O & H B  N o . 2 8 4  A P P R O V E D :
An sot rotating To farm* 4 condition* undar 

_ which prim# contractor* 4 subcontractor* ar*

T I T L E :  pQj^ f0r niatarlal* 4 aarvlcaa provldad to a D A T E *  A p r i l  19, 1 9 8 9

public construction (Tr oj act.

The d e p a r tm e n t i s  n o t opposed t o  t h i s  b i l l .  The p ro p o se d 
l e g i s l a t i o n  w o u ld  re d u c e from  30 c a le n d a r  days t o  21 c a le n d a r 
days t h e  p e r i o d  w i t h i n  w h ic h th e  s t a t e  m us t make paymen t on 
p u b l i c  c o n s t r u c t i o n  c o n t r a c t o r  paym en t r e q u e s t s  o r i n c u r  l a t e  
paym en t i n t e r e s t  c o s t s .  Any paym en t n o t made w i t h i n  21 da ys o f 
r e c e i p t  w o u ld  r e s u l t  i n  th e s t a t e  p a y in g  i n t e r e s t  a t  th e  r a t e  o f  
1,5% p e r m o n th . AS 3 6 .9 0 .0 1 0  c u r r e n t l y  r e q u i r e s  th e s t a t e  t o  
" i n i t i a t e  p r o c e d u r e s "  t o  pay a c o n t r a c t o r ' s  paym en t r e q u e s t 
w i t h i n  15 d a y s w i t h  i n t e r e s t  c h a rg e s  a re  o n ly  in c u r r e d  f o r  
paym en ts made 30 da ys a f t e r  r e c e i p t .

C u r r e n t l y  DOT&PF'a paym en t p ro c e s s  and e x p e r ie n c e  i n d i c a t e s  t h a t  
th e  v a s t m a j o r i t y  o f  s ta n d a r d  c o n t r a c t o r  paym en ts can be made 
w i t h i n  th e  p ro p o s e d  21 day t im e  f r a m e . The s h o r t e r  payment 
p e r i o d  (w h ic h  in c l u d e s  weekends ) w o u ld  n o t a l l o w  f o r  any m a rg in  
o f  e r r o r  i n  t h e  d e p a r tm e n t 's  r e v i e w , a p p r o v a l and paymen t 
p r o c e s s . S i g n i f i c a n t  bu dge t r e d u c t i o n s  a re  b e in g  c o n s id e r e d  f o r
a l l  a d m i n i s t r a t i v e  u n i t s  w h ic h w o u ld r e s u l t  i n  in c r e a s e d  
w o r k lo a d s  and a s lowdown in  p r o c e s s in g  paym en t t r a n s a c t i o n s .  I f
t h o s e  r e d u c t i o n s  a re  r e a l i z e d  th e  d e p a r tm e n t ' s  a b i l i t y  t o  com p ly 
w i t h  th e  re d u c e d  t im e f r a m e  w ou ld be im p a c te d .

C u r r e n t e x p e r ie n c e  i n d i c a t e s  t h a t  8 % o f s ta n d a r d  c o n t r a c t o r  
paym en ts c o u ld  n o t be made w i t h i n  th e  s h o r t e n e d  t im e f r a m e . T h is  
w ou ld r e s u l t  i n  an a n n u a l in c r e a s e d  c o a t c h a rg e d t o  th e  s t a t e ' s  
g e n e r a l f u n d  c a p i t a l  b u dge t o f be tw een $8 0 /0 0 0 and $ 1 1 0 / 0 0 0  
( f i s c a l  n o te  a t t a c h e d ) .  A d ve rs e e f f e c t s  o f  a c c o u n t in g  s t a f f  
b u d g e t c u te  c o u ld  In c r e a s e  th e  a n n u a l i n t e r e s t  c o s t s  t o  be tw een 
$1 6 0 ,0 0 0 and $ 2 0 0 ,0 0 0 . L a te paym en t fe e s  a re  n o t e l i g i b l e  f o r  
f e d e r a l p a r t i c i p a t i o n .

F o r  f u r t h e r  I n f o r m a t i o n  call C a t h e r i n e  A. M c H u g h  at 4 6 5 * 3 9 0 0
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REPRESENTATIVE

MARK BOYER
FAIRBANKS

VICE CHAIRMAN. HOUSE 
HEALTH, EDUCATION AND 

SOCIAL SERVICES COMMITTEE

MEMOER. HOUSE LABOR AND 
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1098 LAKEVIEW TERRACE 
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(907) 465-3466
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S E C T I O N  B Y  S E C T I O N  A N A L Y S I S

C S H B  2 8 4  (L&C) a m

S e c t i o n  1 . T h i s  s e c t i o n  a m e n d s  A S  3 6 . 9 0  b y  a d d i n g  a n e w  a r t i c l e  
r e l a t i n g  t o  P u b l i c  C o n s t r u c t i o n  C o n t r a c t  P a y m e n t s .  W i t h i n  t h e  
a r t i c l e  a r e  p r o v i s i o n s  w h i c h  r e q u i r e  p u b l i c  o w n e r s  t o  t i m e l y  p a y  
c o n s t r u c t i o n  c o n t r a c t o r s  a n d  p r o v i s i o n s  r e q u i r i n g  c o n t r a c t o r s  t o  
t i m e l y  p a y  s u b c o n t r a c t o r s  a n d  s u p p l i e r s .  F u r t h e r  r e f e r e n c e s  in 
t h i s  s e c t i o n  a r e  t o  t h e  p r o p o s e d  A S  3 6 . 9 0  s e c t i o n  n u m b e r s  
c o n t a i n e d  i n  t h e  b i l l .

S e c t i o n  2 0 0  r e q u i r e s  t h e  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n  
t o  p a y  a p r i m e  c o n t r a c t o r  w i t h i n  30 d a y s  o f  r e c e i v i n g  a 
p a y  r e q u e s t .  T h i s  30 c a l e n d a r  d a y  t i m e  c l o c k  d o e s  n o t  
b e g i n  t o  r u n  u n t i l  t h e  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n  
a c t u a l l y  r e c e i v e s  t h e  g r a n t  o r  f e d e r a l  m o n e y .  
P r e v i o u s l y ,  t h e r e  w a s  n o  r e q u i r e m e n t  f o r  t i m e l y  p a y m e n t  
b y  a p o l i t i c a l  s u b d i v i s i o n .  F a i l u r e  t o  t i m e l y  p a y  w i l l  
r e s u l t  i n  l i a b i l i t y  f o r  i n t e r e s t  in a c c o r d a n c e  w i t h  
A S  4 5 . 4 5 . 0 1 0  ( c u r r e n t l y  1 0 . 5 % ) .  I f  t h e  s t a t e  o r  
p o l i t i c a l  s u b d i v i s i o n  b e l i e v e s  t h e  p a y  r e q u e s t  d o e s  n o t  
c o m p l y  w i t h  t h e  c o n t r a c t  o r  i f  a l l  o r  p a r t  o f  a  p a y m e n t  
i s  g o i n g  t o  b e  w i t h h e l d  f o r  u n s a t i s f a c t o r y  p e r f o r m a n c e ,  
t h e n  t h e  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n  m u s t  n o t i f y  t h e  
c o n t r a c t o r  i n  w r i t i n g  o f  t h e  p r o b l e m  a n d  t h e  r e m e d i a l  
a c t i o n  n e c e s s a r y .  A  f a i l u r e  t o  p r o v i d e  a t i m e l y  n o t i c e  
r e s u l t s  i n  l i a b i l i t y  f o r  i n t e r e s t  u n t i l  t h e  n o t i c e  is 
p r o v i d e d  o r  t h e  c o n t r a c t o r  i n t e r e s t  u n t i l  t h e  n o t i c e  is 
p r o v i d e d  o r  t h e  c o n t r a c t o r  is p a i d .  O n c e  c o r r e c t e d ,  
t h e  c o n t r a c t o r  i s  e n t i t l e d  t o  p a y m e n t  w i t h i n  14 d a y s  o r  
e l s e  i n t e r e s t  a c c r u e s .

S e c t i o n  2 1 0  r e q u i r e s  a l l  c o n t r a c t o r s  a n d  s u b c o n t r a c t o r s  
t o  i n c l u d e  w i t h i n  t h e i r  s u b c o n t r a c t s  a p r o v i s i o n  
r e q u i r i n g  t h e m  t o  p a y  t h e i r  s u b c o n t r a c t o r s  a n d  
s u p p l i e r s  w i t h i n  e i g h t  (8) d a y s  o f  r e c e i v i n g  a p a y m e n t  
f r o m  w h i c h  t h e  s u b c o n t r a c t o r  is t o  b e  p a i d .  T h i s  " f l o w  
d o w n "  c o n c e p t  is c o m m o n  t o  c o n s t r u c t i o n  a n d  a n  a c c e p t e d  
i n d u s t r y  p r a c t i c e .  A l l  c o n t r a c t o r s  a n d  s u b c o n t r a c t o r s  
a r e  a l s o  r e q u i r e d  t o  c o n t r a c t u a l l y  p r o v i d e  f o r  
i n t e r e s t  i n  a c c o r d a n c e ,  w i t h  A S  4 5 . 4 5 . 0 1 0 ,  i f  p a y m e n t  
i s  n o t  t i m e l y  m a d e .  F i n a l l y ,  a n y  i n t e r e s t  r e c e i v e d  o n  
s t a t e  h e l d  r e t e n t i o n  m u s t  b e  p a s s e d  t h r o u g h  t o  t h e  
a p p r o p r i a t e  s u b c o n t r a c t o r s .
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S e c t i o n a l  A n a l y s i s  

C S H B  2 8 4  (L&C) a m  
P a g e  2

S e c t i o n  2 2 0  c o n t i n u e s  t o  p r o v i d e  m a x i m u m  f l e x i b i l i t y  t o  
t h e  p r i m e  c o n t r a c t o r  a n d  s u b c o n t r a c t o r  t o  n e g o t i a t e  
p r o v i s i o n s  r e l a t i n g  t o  w i t h h o l d i n g  w i t h o u t  c a u s e  
( " r e t e n t i o n " )  a n d  w i t h h o l d i n g  f o r  c a u s e ,  i . e . ,  
u n s a t i s f a c t o r y  p e r f o r m a n c e  w i t h o u t  i n t e r e s t  l i a b i l i t y  
if t h e  a r t i c l e ' s  n o t i c e  p r o v i s i o n s  a r e  c o m p l i e d  w i t h .

S e c t i o n  2 3 0  a l l o w s  a c o n t r a c t o r  t o  w i t h h o l d  p a y m e n t  t o  
a l o w e r  t i e r e d  c o n t r a c t o r  f o r  w h i c h  t h e  c o n t r a c t o r  h a s  
r e c e i v e d  p a y m e n t  w i t h o u t  i n t e r e s t  l i a b i l i t y  i f  t h e  
c o n t r a c t o r  n o t i f i e s  t h a t  l o w e r  t i e r e d  c o n t r a c t o r  o f  t h e  
r e a s o n  t h e  m o n e y  is b e i n g  w i t h h e l d  a n d  t h e  a p p r o p r i a t e  
r e m e d i a l  a c t i o n .  A  c o p y  o f  t h i s  n o t i c e  is r e q u i r e d  t o  
b e  s e n t  t o  t h e  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n .  T h e  
p a y m e n t  is d u e  b y  t h e  e i g h t h  d a y  a f t e r  t h e  r e m e d i a l
a c t i o n  is t a k e n .

S e c t i o n  2 4 0  p r e s c r i b e s  t h e  f o r m  f o r  n o t i c e s  r e q u i r e d  b y  
t h i s  a r t i c l e .

S e c t i o n  2 5 0  r e q u i r e s  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  t o  p a y  i n t e r e s t  o n  r e t a i n a g e  a n d  w a r r a n t y
r e t a i n a g e .  T h i s  s e c t i o n  is s i m i l a r  t o  e x i s t i n g
A S  3 6 . 9 0 . 0 1 0 ( c ) - ( e ) .

S e c t i o n  2 6 0  e s t a b l i s h e s  t h e  b e g i n n i n g  t i m e s  f o r  t h e  
t i m e  l i m i t s  i m p o s e d  t h r o u g h o u t  t h e  a r t i c l e  a n d  e x e m p t s  
c o m m u n i t i e s  o f  l e s s  t h a n  8 0 0  p e o p l e  f r o m  c o m p l y i n g  w i t h  
t h e  p r o v i s i o n s  o f  A S  3 6 . 9 0 . 2 0 0 .

S e c t i o n  2 . T h i s  s e c t i o n  m a k e s  n e c e s s a r y  e d i t o r i a l  a m e n d m e n t s  in  
o t h e r  T i t l e s .

S e c t i o n  3 . T h i s  s e c t i o n  r e p e a l s  A S  3 6 . 9 0 . 0 1 0  w h i c h  i s  s u p e r s e d e d  
b y  S e c t i o n  1 o f  t h i s  b i l l .

S e c t i o n  4 . T h i s  s e c t i o n  c l a r i f i e s  t h a t  t h i s  a c t  d o e s  n o t  t a k e  
e f f e c t  o n  p u b l i c  w o r k s  c o n t r a c t o r s  e n t e r e d  i n t o  b e f o r e  t h i s  A c t ' s  
e f f e c t i v e  d a t e .

S e c t i o n  5 . 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  f o r  t h i s  a c t  a s  
J u l y  1, 1 9 8 9 .
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J O I N T  S T A T E M E N T  O F  S U P P O R T

A t t a c h e d  you w i l l  f i n d  l e g i s l a t i o n  r e q u i r i n g  p ro m p t pa ym en t 
w h ic h  i s  j o i n t l y  s u p p o r t e d  b y t h e  A s s o c ia t e d  G e n e ra l 
C o n t r a c t o r s  o f  A la s k a  (AGO) and t h e  A la s k a  C h a p te r , A m e r ic a n  
S u b c o n t r a c t o r s  A s s o c i a t i o n  (A S A ) .

S u p p o r t f o r  t h e  l e g i s l a t i o n  was a c h ie v e d  b y m e e t in g s  w i t h  
g e n e r a l and s u b c o n t r a c t o r  r e p r e s e n t a t i v e s  o f  AGC and 
s u b c o n t r a c t o r  r e p r e s e n t a t i v e s  o f  ASA. The l e g i s l a t i o n  w i l l  
e n c o u ra g e  f a i r  d e a l i n g  am ong s t g o v e rnm e n t o w n e rs , c o n t r a c t o r s ,  
s u b c o n t r a c t o r s  and s u p p l i e r s .  I n  e s s e n c e i t  w i l l  r e q u i r e  
ow ne rs t o  p r o m p t l y  pa y c o n t r a c t o r s ;  and c o n t r a c t o r s  and 
s u b c o n t r a c t o r s  t o  p r o m p t l y  pa y t h e i r  s u b c o n t r a c t o r s  and 
s u p p l i e r s .  The f a i l u r e  o f  an y p a r t y  t o  p r o m p t l y  p a y w i l l  c au se 
i n t e r e s t  t o  a c c r u e  a t  t h e  c u r r e n t  r a t e  o f  10 .5% . M o s t o f  t h i s  
w i l l  be a c h ie v e d  b y r e q u i r i n g  c e r t a i n  p r o v i s i o n s  t o  be i n  a l l  
c o n s t r u c t i o n  c o n t r a c t s  and s u b c o n t r a c t s .  The p a r t i e s  r e t a i n  
maximum fre e d om  t o  n e g o t i a t e  c o n t r a c t  te rm s  t o  m ee t t h e i r  
p a r t i c u l a r  c i r c u m s ta n c e s . The p ro p o s e d  l e g i s l a t i o n  i s  s im i l a r  
t o  t h e  r e c e n t l y  e n a c te d  F e d e r a l P rom p t Paymen t A c t  Amendments 
o f  1988 .

We u r g e  y o u t o  c o s p o n s o r t h i s  j o i n t  g e n e r a l c o n t r a c t o r -  
B U b c o n t r a c t o r  e f f o r t .  I t  i s  o u r d e s i r e  t o  a c h ie v e  q u i c k  
p a s s a g e o f  t h i s  l e g i s l a t i o n  so t h a t  f a i r  d e a l i n g  i n  t h e  
c o n s t r u c t i o n  i n d u s t r y  i s  a t t a i n a b l e  f o r  t h i s  s e a s o n .

w f r \ p r o m t p a y . wp
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MEMORANDUM

cAlaska J&tate ^Hegislature
FAIRBANKS

1098 LAKEVIEW TERRACE 
FAIRBANKS, ALASKA 99701 

(907) 456-6473

JUNEAU

P.O. BOX V 
STATE CAPITOL 

JUNEAU, ALASKA 99811 
(907) 465-3466

T o  :

F r o m :

S e n a t o r  D i c k  E l i a s o n  
C h a i r m a n ,  L a b o r  a n o  C o m m e r c e  C p t n m i t t e e

R e p r e s e n t a t i v e  M a r k  B o y

D a t e  : A p r i l  2 ,  1 9 9 0

R e  : HB 2 8 4 ,  P u b l i c  C o n s t r u c t i o n  
C o n t r a c t  P a y m e n t s

S C S C S H B  2 8 4  ( C & R A )  h a s  r e c e n t l y  b e e n  r e f e r r e d  t o  t h e  S e n a t e  
L a b o r  a n d  C o m m e r c e  C o m m i t t e e ,  T h i s  b i l l  h a d  g r e a t  s u p p o r t  i n  
t h e  H o u s e  l a s t  y e a r ,  h a v i n g  b e e n  p a s s e d  t o  t h e  S e n a t e  i n  l e s s  
t h a n  a  m o n t h .  L a s t  w e e k ,  i n  t h e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  
C o m m i t t e e ,  t h e  r e p r e s e n t a t i v e s  f r o m  A s s o c i a t e d  G e n e r a l  
C o n t r a c t o r s  a n d  t h e  A l a s k a  M u n i c i p a l  L e a g u e  c a m e  t o g e t h e r  o n  a  
c o m p r o m i s e  p a c k a g e  t h a t  h a s  a l l  t h e i r  m a j o r  p r o b l e m s  w o r k e d  
o u t .

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

I  f o r m a l l y  r e q u e s t  a  h e a r i n g  o n  t h i s  b i l l  a n d  I  c a n  
a s s u r e  y o u  t h a t  t h e  S e n a t e  L&C CS h a s  t h e  s u p p o r t  
a f f e c t e d  p a r t i e s .

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

r e a s o n a b l y  
o f  a l l
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P R O M P T  P A Y

HB 234 was introduced April 12, 1989, by Representatives Boyer,

Donley, Furnace, Grussendorf, Boucher, Foster, Gruenberg, Hudson, 

Koponen, Larson, Mer*rd, Pettyjohn, Reiger, Sharp, Shultz, Taylor, 

Ulmer, Zawacki, Collins, Navarre and Leman. It passed the House 

May 7, 1989.

SB 289 was introduced April 18, 1989, by Senators Fahrenkamp,

Rodey, Pourchot, Sturgulewski, Pearce, Frank and Coghill. Senator 

Szymanski added his name as a co-sponsor April 21, 1989.

The following are some highlights of CSHB 284(L&C) am:

- Government agencies are to pay prime contractors 

within 30 days after receiving progress payment 

application or pay interest. Communities with a 

population of 800 or less are exempt. The original 

bill contained 14 days and the Federal law is 7 days.

Government agencies would pay interest on retainage. 

Communities with a population of 500 or less are 

ex em pt.

- Contract documents between prime contractor and 

subcontractors and between subcontractors and their 

subcontractors and supplies would require payment for 

satisfactory performance within 8 days after 

receiving payment or pay interest.

If payment is withheld for unsatisfactory 

performance, by an agency, they are to notify the 

prime contract ,r and the remedial actions needed.

The agency is to pay within 21 days after completion 

of the remedial action or within 21 days after a 

community actually receives its grant funds.

P fexhcU cl A^scc icrf^cJ G e n e r a l  C o n i f o c G s



P r o m p t  P a y
P a g e :  2

T h e  f o l l o w i n g  a r e  t h e  c h a n g e s  m a d e  b y  t h e  S e n a t e  C o m m u n i t y  a n d  
R e g i o n a l  A f f a i r s  C o m m i t t e e .

P a g e  2  l i n e s  9  a n d  1 7 ;  P a g e  3 ,  l i n e  2 0  a n d  2 3 ;  P a g e  4 ,  l i n e s  1 2  a n d  
1 5 ;  P a g e  5 ,  l i n e  2 8 ;  P a g e  6 ,  l i n e  4  -  c h a n g e d  c a l e n d a r  d a y s  t o  
w o r k i n g  d a y s .

P a g e  3 ,  l i n e s  9 - 1 0  w a s  a d d e d  t o  c l a r i f y  t h a t  t h e  d e a d l i n e s  a n d  
i n t e r e s t  w o u l d  n o t  a p p l y  d u r i n g  t h e  w a r r a n t y  p e r i o d  i n  a d d i t i o n  t o  
t h e  i n t e r e s t  o n  r e t a i n a g e  p r o v i s i o n .

P a g e  3 ,  l i n e s  1 1 - 1 3  w a s  m o v e d  f r o m  p a g e  7 ,  l i n e s  8 - 1 0  o f  t h e  H o u s e  
p a s s e d  b i l l .  T h e  l a n g u a g e  o n  p a g e  7  o f  t h e  H o u s e  p a s s e d  b i l l  w a s  a  
f l o o r  a m e n d m e n t  a n d  w a s  p l a c e  i n  a n  i n c o r r e c t  s e c t i o n  o f  t h e  b i l l .

D e l e t e d  t h e  l a n g u a g e  o n  P a g e  4 ,  l i n e s  2 6 - 2 9  a n d  p a g e  5 ,  l i n e s  1 - 5  
o f  t h e  H o u s e  p a s s e d  b i l l .  T h i s  s e c t i o n  a l l o w e d  t h e  p r i m e  a n d  
s u b c o n t r a c t o r  t o  n e g o t i a t e  p r o v i s i o n s  f o r  r e t a i n a g e  w i t h o u t  c a u s e  
a n d  n o t  h a v e  t o  p a y  i n t e r e s t  e x c e p t  f o r  p a s s  t h r o u g h  i n t e r e s t  
r e c e i v e d  o n  r e t a i n a g e  f r o m  a  c o m m u n i t y ;  w h e n  m a k i n g  t h e s e  
p r o v i s i o n s  t h e y  c o u l d  t a k e  i n t o  c o n s i d e r a t i o n  t h e  a b i l i t y  o f  t h e  
s u b c o n t r a c t o r  t o  f u r n i s h  p e r f o r m a n c e  a n d  p a y m e n t  b o n d s .

P a g e  7 ,  l i n e s  1 - 3  e x p a n d e d  l a n g u a g e  t o  a l l o w  c o m m u n i t i e s  t o  p a y  
i n t e r e s t  u n d e r  t h e  l e g i s l a t i o n  f r o m  t h e  s t a t e  c o n s t r u c t i o n  g r a n t .  
P a g e  6 ,  l i n e s  2 2 - 2 4  o f  t h e  H o u s e  p a s s e d  b i l l  a l l o w e d  c o m m u n i t i e s  t o  
p a y  i n t e r e s t  o n  r e t a i n a g e  f r o m  t h e  s t a t e  c o n s t r u c t i o n  g r a n t . .

P a g e  7 ,  l i n e s  4 - 8  w a s  a d d e d  t o  s p e c i f y  t h a t  t h e  l e g i s l a t i o n  w o u l d  
a p p l y  o n l y  w h e n  t h e  c o m m u n i t y ,  i s  u s i n g  s t a t e  f u n d s .

P a g e  7 ,  l i n e s  2 1 - 2 2  a d d e d  a  n e w  s u b s e c t i o n  t o  d e f i n i t i o n s  -  
" w o r k i n g  d a y " .

P a g e  8 ,  l i n e  1 0  c h a n g e d  t h e  e f f e c t i v e  d a t e  f r o m  J u l y  1 9 8 9  t o  J u l y  
1 9 9 0 .



POSITION PAPER 

A.G.C. OF ALASKA 

TO THE

SENATE LABOR AND COMMERCE COMMITTEE

ON 

HB 284

AN ACT RELATING TO THE TERMS AND CONDITIONS UNDER WHICH PRIME 

CONTRACTORS AND SUBCONTRACTORS ARE PAID FOR MATERIALS AND 

SERVICES PROVIDED TO A PUBLIC CONSTRUCTION PROJECT.



THANK YOU MR. CHAIRMAN. FOR THE RECORD, MY NAME IS RESA 

JERREL AND I AM THE DIRECTOR OF GOVERNMENTAL RELATIONS FOR 

THE ASSOCIATED GENERAL CONTRACTORS OF ALASKA (A.G.C.). ON 

BEHALF OF OUR OVER 600 MEMBER FIRMS WE APPRECIATE THE 

OPPORTUNITY TO TESTIFY IN FAVOR OF HB 204.

IN THE CONSTRUCTION INDUSTRY CASH FLOW IS IMPORTANT FOR 

THE SURVIVAL OF THE CONTRACTOR'S AND THE LOWER TIERED 

SUBCONTRACTOR'S BUSINESSES. THE FAILURE OF AN OWNER TO 

PROMPTLY PAY A GENERAL CONTRACTOR EFFECTS THE CASH FLOW OF 

NOT ONLY THE GENERAL CONTRACTOR BUT, THE CASH FLOW OF THE 

SUBCONTRACTOR, LOWER TIERED SUBCONTRACTOR AND SUPPLIER. 

LIKEWISE, THE FAILURE OF A GENERAL CONTRACTOR TO PROMPTLY PAY 

A SUBCONTRACTOR EFFECTS THE SUBS OF THE SUBCONTRACTOR AND 

SUPPLIER. A.G.C. OF ALASKA BELIEVES, INORDER TO PROMOTE FAIR 

DEALING AMONGST GOVERNMENT OWNERS, GENERAL CONTRACTORS, 

SUBCONTRACTORS AND SUPPLIERS IT IS ONLY REASONABLE TO EXPECT 

EACH SEGMENT TO PAY THEIR BILLS ON TIME.

IF  YOU HAVE ANY QUESTIONS, I WOULD BE HAPPY TO TRY AND

ANSWER THEM.





DATE:

Labor & Commerce Committee considered CSHB 300 (Judiciary) am
Acquisition/ownership of c a p i t a l  stock of a publ ic  u t i l i t y  by p o l i t i c a l
subd iv is ion ;  c e r t a in  property  records maintained by publ ic  u t i l i t i e s ?
customers of  a publ ic  u t i l i t y  t h a t  has an annual compensation in  excess
of $50,000 in the  d e f in i t i o n  of 'p u b l ic '  fo r  publ ic  u t i l i t y  r e g u la t io n ."

and recommended: ,
/  . f  \  [ ] same t i t l e

rep lace  with S C S  CS rr/p 3 0 0  ( L  +CJ________ [ ] new t i  :le
[ ] o r  adopt __________  CS _______________________  [uJp' techn ica l

t i t l e  change
[ ] a t tached  amendment(s) (HB only)
[ ]   l e t t e r  of i n t e n t  adopted

[w^do pass
[ ] do not pass
[ ] no recommendation
[ ] in d iv id u a l  recommendations
[ ] f u r th e r  r e f e r r a l  to  _______________________________
ATTACHES NEW FISCAL NOTE(S): APPROVES PREVIOUS:

Dept/Date: Dept/Date:
[ ] f i s c a l  no te(s)  ______________  [ ] f i s c a l  note(s)  ________________

[ j ^ ^ z e r o  f i s c a l  n o t e ( s )  ______

L W h  e rf  ^  rn C-g^.3/6  J-9.0
T ? o V  J S C S  C S  C

[ ] a p p r o p r i a t i o n - n o  f i s c a l  n d t e

A

s - '  * Chair: S i g n a t u r e  and R e c o m m e n d a t i o n

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

FURTHER:

DATE TURNED INTO OFFICE: - S M U o

f i s c a l  note(s)

note



H o u s e  B il l  3 0 0  w i 3 1  a l l o w  a c i t y  t o  a c q u i r e  o w n e r s h i p  o f  a 

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

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

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

I n  a d d i t i o n ,  H B  3 0 0  w i l l  p r e v e n t  r a i d s  o n  t h e  l a r g e r  c u s t o m e r s  

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

U t i l i t i e s  C o m m i s s i o n  t h a t  s u c h  d u a l  s e r v i c e  is in t h e  p u b l i c  

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

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

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

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

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

s u b s t a n t i a l  r a t e  i n c r e a s e s  f o r  e v e r y b o d y  e l s e .  T h e  A P U C  

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

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

i n t e r e s t .  P a s s a g e  o f  H B  3 0 0  w i l l  a c c o m p l i s h  t h i s .

SCS for CS for HB 300 (L&C)



STATE OF ALASKA
1990 LEGISLATIVE SESSION

SCS No. 1

BELL VERSION : CSHB 300-(C&RA)

PUBLISH DATE: L L 2 S 1 2 & _________

R E Q U E S T :
FISCAL N O T E

Rcwdoq Dm k

TiL'-: An Act re la t in g  to re r *? *"  
property records, e tc .

Agwvrv Affwtfri• Commerce & Economic Dev. 
RRtl: APUC

S p on so r:------ H ouse L a b o r t> Corrm erce Comm. Components:.
Requesux: — M flu s (> .L a b o r. & Cnmtnprci>__Cflnm. ----------------------

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

OPERATTNO FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

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

TOTAL OPERATING 0 0 0 0 0 - 0 ___

CAPfTAL 0 0 0 0 0 0

R E V E N U E 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL 0 U . Q_______ n __ CL n
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 0

ANALYSIS : (Attach a separate page if necessary)

PI ease see attached

Prepared by: T - s - Moninski I I ,  Executive D ire c to r  Phone : _ Z Z M 2 Z 2 _
Division : _ Alaska Public U t i l i t i e s  Commission _________ D a ic : T/5/qn

Approved by Comm issioner: L a r r y  M e r c u l i e f f  QaLe. 3 / (a [ ° \ o
Agency: P ^ r t w e n t  o f C o ix tc r c e  & E c c n o a ic  D e v e lo p m e n t

Dbtnbutoon (by preparer) :
UgisLmvt Finance 

Lejpsiiave Sponsor 
Requewor

Office of Maragcmem and Budg« 1
(mpacied Agencyfies) P1**---- » of

LW/6410D/3690a



ANALYSIS - FISCAL NOTE FOR CSHB 300 (L&C)

The primary impact of the enactment CS for HB 300 is found in Section 2 of the bill 
which would expand the APUC's jurisdiction by bringing under regulation any 
utility which serves one or more customers if such service produces gross annual 
revenue in excess of $60,000.
While this section has some potential for increasing the number of utilities subject to 
economic regulation, the projected increase is highly speculative. At this time, the 
APUC does not anticipate that the workload increase will be substantial and, 
accordingly, submits a zero fiscal note.
The commission may need to submit a budget request in the future if the actual 
result of the bill’s enactment is to generate significant numbers of new jurisdictional 
utilities which require regulatory oversight.

6410D/3690a
Page 2 of 2



STATE OF ALASKA 
1990 LEGISLATIVE SESSION

N o 1

BILL VERSION: CSHB 300 ( L&C )
PUBLISH DATE: HOUSE 3/8/9U

R E Q U E S T :
FISCAL N O T E

Reviiioa Data _ ____________________ _
Tit!?: An Act . re la t in g  to ce rta in  .. 

property records, e tc .
Sponsor: __ House Labor & Commerce Comm.
Requestor:  House Labor A Cnmmprrp Comm.

Arr^-tM• Commerce & Economic Dev. 
B R U : APUC_______________________

Components

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATINO FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

•

TOTAL OPERATING o' 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

R E VENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL 0 _____a .. — — .— Li_ ___Q_______ n

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 0

ANALYSIS : (Attach a separate page if necessary)

Please  see  attached

Prepared by: 
Division : _

T.S. Moninski I I .  Executive D irector______
Alaska Public U t i l i t i e s  Commission________

Phone: 
Date: _

-2.76=6222- 
J / L69Q—

Approved by Commissioner: Larry Merculie f f  J
Agency: Uepartrnent of Commerce & Economic  Dcvc>o

Date: 3 / 6 / 1

Distribubon (by preparer): 

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agcncyfies)

LW/64100/3690a
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CSHB 3 0 0 ( L&C )
HOUSE 3 / 8 / 9 0

A N A L Y S I S  - F I S C A L  N O T E  F O R  C S H B  300 (L&C)

The primary impact of the enactment CS for HB 300 is found in Section 2 of the bill 
which would expand the APUC's jurisdiction by bringing under regulation any 
utility which serves one or more customers if such service produces gross annual 
revenue in excess of $50,000.
While this section has some potential for increasing the number of utilities subject to 
economic regulation, the projected increase is highly speculative. At this time, the 
APUC does not anticipate that the workload increase will be substantial and, 
accordingly, submits a zero fiscal note.
The commission may need to submit a budget request in the future if the actual 
result of the bill’s enactment is to generate significant numbers of new jurisdictional 
utilities which require regulatory oversight.

6410D/3690a
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