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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA
P.O. Box Y, Juneau, Alaska 0081J Deliveries to: 240 Main Street
(007) -165-3867 or -165-2450 Court Plaza, Room 500
FAX (007) 465-2020 Mail Stop 3101
MEMORANDUM February 6, 1991
SUBJECT: Municipal Taxation of Property of Governmental Entities
(SB 70)
TO: Senator Drue Pearce
FROM Tamara Brandt Cook
Director

Here is the sectional summary you requested for SB 70.

Sec. 1 Removes the exemption from municipal taxation for property of a state entity
acquired through foreclosure or deed in iieu of foreclosure and retained as an
investment. This provision does not apply to property of the Teachers’ Retirement
Fund or the Public Employees’ Retirement System. Provides that property of an
entity of the United States is exempt from municipal taxation only to the extent
required by federal law.

Sec. 2. Foreclosure procedures do not apply to property of governmental entities
that is taxable under the first section of the bill. A municipality may bring an action
in superior court to compel payment of the taxes.

Sec. 3. Modifies the current tax exemption provision of the statutes dealing with the
Alaska Industrial Development and Export Authority to recognize the power of a
municipality to impose taxes on some property under the first section of the bill.
Although other exemption statutes are not specifically modified in the bill, the taxing
authority granted to municipalities under the first section of the bill will have priority
over those statutes. For example, property of the Alaska Permanent Fund
Corporation that is taxable under section 1 will be taxable despite the general
exemption for the corporation contained in AS 37.13.180.

Sec. 4. The hill takes effect January 1 1992 to coincide with the beginning of the tax
year.



WALTER J. HICKEL, GOVERNOR
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P.O. BOX B
JUNEAU. ALASKA 99811-2100
PHONE: (907) 465-4700

WKI'T. OF COMMUNITY & ItKGIONAU AFFAIFIIS

OFFICE OF THE COMMISSIONER
O 949 E 36TH AVENUE, SUITE 400

ANCHORAGE, ALASKA 99508-4302

February 19, 1991 PHONE: (907) 563-1073

POSITION PAPER

RE: CS Senate B ill 70 (C&RA)
SPONSOR: Senator Pearce
DEPARTMENTAL POSITION: Support

Program Effects

Senate B ill 70 would provide for certain federal, state, and
municipal properties to become taxable by municipal governments

as follows:

1. Federal Property

At the present time Farm Home Administration properties (and

possibly other federal properties) are taxable by local
governments under federal law. The federal government
argues, however, that Alaska's statues preclude
municipalities from levying against these taxable federal
properties. In Section 2 of the bill, AS 29.45.030 (a) (8) is
"housekeeping"” language necessary to clear up that problem.

2. State Property

Sections 1, 2. 4, and 5 of the bill provide Ilanguage which
would make state-held investment property taxable i f the
property were acquired through foreclosure or deed in lieu
of foreclosure. Known properties under this category

include <certain properties held by the Teacher's Retirement
System (TRS), the Public Employees Retirement System (PERS),
and the Alaska Industrial Development Authority (AIDA).

3. Municipal Property

In Section 2 of the bill , AS 29.45 (a)(C) provides for
property which is owned by one municipality, but is Jlocated
in another, to become taxable. The amendment precludes

taxation by a borough of property which is Jlocated within
its jurisdiction and is owned by a city within the borough.
W ithin boroughs, however, property belonging to one city and
located in another, would become taxable by the city within

which it is located.
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Taking Fairbanks North Star Borough as an example of this:

If the City of North Pole owned property which were located in
the City of Fairbanks, the Fairbanks North Star Borough would
not be allowed to levy a tax against the property because the

property would be "located within a borough and owned by a city
within that borough."” That feature of the amendment would not
alter existing law . At the present time, no borough levies
property taxes against property owned by a city which is

located within that borough.

On the other hand, wusing the same example, any property tax
rate levied by the City of Fairbanks would be levied against
the property owned by the City of North Pole because "municipal
real property located outside the municipality is taxable by
another municipality." In this example, the real property of
the City of North Pole is located outside of North Pole and is,
therefore, taxable by the City of Fairbanks.

Comments

The primary reason publicly owned property is typically
exempted from property taxation is because the property
normally belongs to the people who pay for the provision of
municipal services to the property, and who would receive the

payment of tax revenues from a levy against the property. In
other words, in a case were property is owned by and located in
the same municipality, all residents of the municipality would
be the taxpayers, the service providers, and the recipients of
the resulting revenues. Clearly, it would simply be a waste of

time and money to levy against and collect property taxes from
such property,

In the case addressed by the amendment, however, there are two

distinctly separate groups of people involved. In the example
cited above, the people of the City of North Pole receive
services such as police protection, etc. for their property
which is located in the City of Fairbanks. The people of the
City of Fairbanks pay for and provide those services to the
property owned by North Pole. The proposed amendment would

provide for the people of North Pole to reimburse the City of
Fairbanks through property taxation for the services provided
to the North Pole property.
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The Department supports the passage of Senate B ill 70.
Whenever practicable, the Department believes municipal
services provided to property and to people .should be paid for
by the recipients of the services. Senate B ill 70 directly

addresses that concept.

Iv*- S .,

Edgar Blatchford, Commissioner



WALTER J. HICKEL, GOVERNOR

OF COMMUNITY & ItFGIONAL AfFFAIUS

JUNEAU, ALASKA 99811-2100
PHONE: (907) 465-4700

OFFICE OF THE COMMISSIONER
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ANCHORAGE, ALASKA 99508-4302
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February 8, 1991

POSITION PAPER

RE: Senate B ill 70

SPONSOR: Senator Pearce

Program E ffects

Section one of the bill provides for property which is retained
by the State for investment purposes to become taxable by
municipal governments. Section one also makes it clear in

state law that federal property which is taxable wunder federal
law is taxable as well under Alaska Statutes.

The proposed amendment to the bill (7-LS0420A.1 Cook) provides
for property which is owned by one municipality, but is located
°in another, to become taxable. The amendment precludes
taxation by a borough of property which is Jlocated within its
jurisdiction and is owned by a city within the borough. Within

boroughs, however, property belonging to one <city and located
in another, would become taxable by the city within which it is

located.
Taking Fairbanks North Star Borough as an example of this:

If the City of North Pole owned property which were located in
the City of Fairbanks, the Fairbanks North Star Borough would
not be allowed to levy a tax against the property because the

property would be "located within a borough and owned by a city
within that borough." That feature of the amendment would not
alter existing law. Atthe ©present time, no borough levies
property taxes against property owned by a city which is

located within that borough.

On the other hand, wusing the same example, any property tax
rate levied by the City of Fairbanks would be levied against
the property owned by theCity of North Pole because "municipal
real property Jlocated outside the municipality is taxable by
another municipality.” In this example, the real property of
the City of North Pole is located outside of North Pole and is
taxable by the City of Fairbanks.
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Comments

The primary reason publicly owned property is typically
exempted from property taxation is because the property

normally belongs to the people who pay for the provision of
municipal services to the property, and who would receive the

payment of tax revenues from a levy against the property. In
other words, in a case were property is owned by and located in
the same municipality, all residents of the municipality would
be the taxpayers, the service providers, and the recipients of
the resulting revenues. Clearly, it would simply be a waste of

time and money to levy against and collect property taxes from
such property.

In the case addressed by the amendment, however, there are two

distinctly separate groups of people involved. In the example
cited above, the people of the City of North Pole receive
services such as police protection, etc. for their property
which is Jlocated in the City of Fairbanks. The people of the
City of Fairbanks pay for and provide those services to the
property owned by North Pole. The proposed amendment would

provide for the people of North Pole to reimburse the City of
Fairbanks through property taxation for the services provided
to the North Pole property.

The Department supports the passage of Senate B ill 70.
Whenever practical, the Department believes municipal services
provided to property and to people should be paid for by the
recipients of the services. Senate B ill 70 directly addresses

that concept.

er
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217 Second Street, Suite 200 mjuneau, Alaska 99801 m Tel (907)586-1325, Fax (907)463-5480

March 1, 1991

POSITION PAPER
CS FOR SENATE BILL NO. 70 (CRA)

The Alaska Municipal League supports CS for Senate Bill No. 70 (CRA). The legislation
would require certain public entities to fairly compensate municipalities through the payment
of properiy taxes on certain properties which benefit from municipal services. The AML
urges the passage of the legislation to protect fiscal stability at the local level. The bill would
do three important things:

1. It would make state agency property which is acquired through foreclosure or deed in lieu
of foreclosure and retained as an investment subject to local taxation. Currently, AHFC
pays local taxes on investment property but PERS, TRS and AIDEA do not.

2. It would make property owned by a municipality subject to taxation by the municipality
in which the property is located except a borough could not tax property owned by a city
within that borough. Without the legislation, the residents of the municipality in which the
property of another municipality is located receives no benefit in exchange for the tax

revenue it must forego.

3. It would clarify that property owned by the federal government is subject to local taxation
to the extent required by federal law. Currently, the FDIC, FSLIC, HUD and VA pay taxes
or payments in h'eu of taxes, but the FHA has chosen not to because state law is not clear.

While, traditionally, property owned by a public entity is tax exempt, the line between
private and public has become less clear recently. Certain public property is held not for
administrative or public service purposes but for investment purposes, intentionally or
unintentionally. These properties generate income and compete with property owned by the
private sector and which is subject to local taxation. The property or investment is
enhanced, or at least protected, by the municipal services provided to it, such as fire and
police protection. Therefore, such property should be subject to local taxes to protect a
municipality’s tax base and its ability to provide services, especially as state oil revenues
decline.

The AML supports CSSB 70 (CRA) and urges its passage. Thank you.

Scott A. Burgess
Executive Director

Member of the National League of Cities end the Natlonol Association of Counties



February 4,1991

MEMORANDUM

TO: Senator Drue Pearce

FROM: Scott A. Burgess, Executive D ireegr ™ —N
SUBJECT Proposed Amendment to SB 70

The Alaska Municipal League supports SB70 with the addition of the
sponsor's amendment (7-LS0420A.1 Cook) which provides that municipal
real property located outside the municipality is taxable by another
municipality. The amendment makes clear, however, that real property
owned by a city is not taxable by a borough when it is owned by a city in that

borough.

This proposed change in Title 29 was adopted as part of the AML 1991
Municipal Platform in response to a concern that the real property tax base
in a number of municipalities could be eroded by the ownership and
acquisition of real property by municipalities located outside the city or
borough required to provide services. The host municipality providing
services such as roads, utilities, and police and fire protection for these
properties will need, particularly as state revenues decline, a stable rather

than a declining tax base.

In other words, without this limited exception to municipal tax
immunity, real property which would otherwise be taxed would continue to
be exempt from taxes even though the outside municipality owning the real
property has no governmental responsibilities or obligations to the citizens
of the municipality required to provide services.

As a matter of policy and equity this amendment is consistent with
the principal goal of SB 70 that property which is protected and enhanced by

the services of a local government should, in the absence of some overriding
policy consideration, bear some obligation to support these services.

The AML supports SB 70 with the proposed amendment. Thank you.

Member of the National League of Cities ana tne National Association of Counties
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Matanuska-Susitna Borough

350 EAST DAHLIA AVE. PALMER. ALASKA 99645-6488 « PHONE 745-9630
BOROUGH ATTORNEY’S OFFICE ~ PHONE 745-9679

January 28, 1991

The Honorable Drue Pearce
Alaska State Senate

P.O. Box V

Juneau, Alaska 99811

ATTENTION: Talley Johnson

Dear Senator Pearce:

SuBJECT: Taxation of Farmers Home Administration Properties

I have enclosed information related to the Matanuska-Susitna
Borough's disagreement with Farmers Home Administration (FmHA)
regarding the taxability of properties held by that agency. As
you can see from the packet of information enclosed,
Representative Larson has requested the attorney general's office

to provide an opinion on the taxability of the property.

Please call if | can be of further assistance or if you require
additional information on this matter.

Sincerely,

Borough Attorney

MG:sah
16X012891-2

enclosures w/index



STEVE COWPcR, GOVERNOR

O

m REPLY TO:
1031 W 4th AVENUE
"«JITE 200

DEPARTMENT OF LAW

OFFICE OF THF. ATTORNEY GENERAL / PHONE: (907) 276-3550

O Ist NATIONAL CENTER
100 CUSHMAN ST.
SUITE 400
FAIRBANKS, ALASKA 99701-4679

O P.O. BOX K-STATE CAPITOL
JUNEAU, ALASKA 99811-0300
PHONE: (907) 465-3600

December 5, 1990

The Honorable Ronald Larson
Alaska State Legislature
House of Representatives
P.O. Box V

Juneau, AK 99811

Re: Attorney General's file if 663-91-0223

Dear Representative Larson:

This is to acknowledge receipt of your opinion request.
We have assigned the request to Marjorie Odland and titled our
file "Taxability of FmHA properties held for resales.” Please
refer to the file number listed above if you need to contact the
attorney regarding this request.

Sincerely,



O~sifea iS>tate Xegtela irt

Intiflm Addxij:
BOX J]
PALMER, ALASKA 8964)
1007) 746-3626 *P»Im*f
1907) 376-8628 «Wm IIIA

Station Addr«u
STATE CAPITOL BUILDING
BOX V
JUNEAU. ALASKA 98611
(9071465-3727

&cpreQentattoe ftmialb £. larfion

fiifs

November 29,1990

Douglas B. Baily, Attorney General
PO Box K
Juneau, Alaska 99811

Dear Mr. Baily;

A question has arisen regarding the local taxability of property held by the federal Farmers
Home Administration (FmHA). At least two local governments assert that FmHA property,
which reverts back to the federal government due to foreclosure or otherwise, is taxable while
it is held by the federal government prior to resale. Conversely, the federal government claims
that AS 29.45.030 exempts the FmHA from taxation notwithstanding the last sentence of
Alaska State Constitution, Article IX, Section 4, and Article XII, Section 9.

I have attached aseries of correspondence from various local governments and the U.S.
Department of Agriculture which outline the positions on this issue.

Tlease provide me with a legal opinion as to the taxability of FmMHA properties held by the

agency for resale. 1 would appreciate your response within 30 days of the date of this letter.
Please call if you have any questions or require any further information.

State Representative

enclosures



November 28, 1989 letter
To: Douglas B. Bailey
Re: Local Taxation of FmHA Property

IMPEX TQ .ATTACHMENTS

1. November 6, 1990 letter of Timothy J. Binder (U.S.
Dept/Agriculture) re: local taxation of FmHA
property.

2. November 6, 1989 memorandum of Mary K. Osowski

(Community Development Division) re: taxation of
SFH inventory in Alaska.

3. October 6, 1989 letter of Michael G atti
(Matanuska-Susitna Borough) re: taxation of FmHA
property.

4, July 24, 1989 letter of Michael E. Trow (U.S.
Dept/Agriculture) re: local taxation of FmHA
property.

5 May 31, 1989 letter of Michael E. Trow (U.S.
Dept/Agriculture) re: local taxation of FmHA
property.

6. May 23, 1989 letter of Michael G atti
(Matanuska-Susitna Borough) re: Ilocal taxation of
FmMHA property.

7. May 8, 1989 letter of Wayne Haerer, Jr. (Kenai
Peninsula Borough) re: placement of FmHA
properties on 1989 assessment roll.

8. May 20, 1988 memorandum of Roger E. W illis (U.S.
Dept/Agriculture) re: payment of real property
taxes FmHA Instruction 1955-B.

9. May 10, 1988 memorandum of Michael E. Trow re:
payment of real property taxes - Alaska, FmHA

Instruction 1955-B.
10. May 2, 1988 Memorandum of Kristine A. Schmidt

(Kenai Peninsula Borough) re: tax exemption of
FmHA.

11. November 19, 1987 memorandum of Kristine A.
Schmidt re: tax status of property owned by

certain federal and state loan agencies.

12. May 5, 1987 memorandum of Deborah Vogt, Asst. AG
re: tax-exempt status of state foreclosed upon
properties.



Office of 1734 Federal Building

General 1220 S.W. Third Avenue

Counsel Portland, Oregon 97204
503) 326-3115 (FTS 423)
FAX) 326/423-3807

November 6, 1990

Michael G atti

Borough Attorney
Matanuaka-Su3itna Borough
P. 0. Box 1608

Palmer, Alaska 99645-1606

RE: Local Taxation of Farmers Home Administration Property

Dear Ilr. G atti:

Back in October | contacted the Matanuska-Susitna Borough Assessment

O ffice (Borough) concerning the assessment of taxes on property held by
FmHA. They said that they would be talking with you about this matter.
Since | have heard nothing back, | have taken the liberty to write to
ou directly. | understand that you have been involved in this matter,
aving written at least one letter to Michael E. Trow detailing your
position on this matter.

Since that time, this office has 3ent the question back to our
Washington, D.C. office to obtain an independent view of the subject.
The Washington, D.C. office has stated that under the present law, FmHA
is not authorized to pay taxes assessed by the Borough in Alaska. As |
understand the present situation, FmHA, upon such advise, has refused to
pay such taxes. The Borough has continued to issue assessment notices
relating to taxes assessed for periods during which FmHA held title to
the real property. This has caused some degree of consternation to
purchasers of FmHA property.

Under the Supremacy Clause of the Federal Constitution, the United
States is immune from taxes imposed by State or local authorities.
HcC®illcch V. Maryland, 4 Whet. 316 (1819); See minneapolis Star V.
Minnesota Comm, of rev., 460 U.S. 575, 589 n. 12 (1983) ("[t]he
Supremacy Clause has prohibited . . . any direct taxation of the Federal
Government."). This mmmunity may be waived by Congress but any such
waiver must be "narrowly construed because it defeats the immunity
shielding the federal government.” National R.R. Passenger Corp. v. Pa.
Pp.u.c., 848 F.2d 436, 439 (3rd Cir. 1988), cert, denied U.S. ,

102 L.Ed.2d 220 (October 11, 1988). Accordingly, the first question to
be answered is whether and to what extent Congress has waived the
sovereign immunity of the United States. The answer to this question
must be narrowly construed against such waiver.

In 1977, Congress passed a provision which waived the Federal sovereign
immunity from State and local taxes for certain property held by FmHA.
42 U.S.C. 1490h. However, in accordance with the narrow construction
given to such statutes, this statute has been interpreted to grant
authority to States and local governments to tax rural housing projects,
but it does not, by itself, impose taxes. Dpawson v. childs, 665 F.2d



Local Taxation of FmHA Property
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705, 711 (5th Cir. 1982). One must look to State law to determine
whether the property, in fact, is subject to taxes.

| note that in your letter on this subject, you distinguish the pawson
case and conclude that our reading of the case was in error. However, |
note that our reading of the case is identical to that given to the case
by the Court of Appeals for the Seventh Circuit. united States wv.
County of Cook, 111., 725 F.2d 1128, 1131 (7th Cir. 1984). The Court,
in that case, interpreting a different statutory waiver of tax immunity,
followed the rationale of the pawson case, in holding that the statute
did not supersede a state law prohibiting such taxation. The applicable
statute in that case stated: "With respect to any interest in real
property acquired under the provisions of this section, the same shall
be subject to State and local taxes until title to the same shall pass
to the Government of the United States." 40 U.S.C. 602a(d). The
Defendants argued that this provision superseded a State law which
exempted such property from taxation. The Court rejected this argument,
stating:

Section 602a(e™ (sic) opens United States property to
taxation, but it does not require local taxation of United
States property. If the state of Illinois statutorily exempts
from local taxes property being acquired under purchase
contract by the United States, then the United States is
certainly entitled to take advantage of that exemption.

(Emphasis in the original.)

Based upon the above opinions, it is my view that the Congressional
waiver of sovereign immunity does nothing more than open the Government
property to taxation. One must look to the applicable State law to
determine whether Government property, indeed, is subject to local

taxes.

The applicable State law begins with the Constitutional provision found
in Article IX, Section 4. That provision provides that the valid
existing exemptions are retained "unieso otherwise provided by law,"
You raised an argument that the Federal statute is other "law" for
purposes of this provision. However, the Federal statute does not
purport to address the matter of State exemptions. Nowhere in that
statute is there ang intimation that Congress intended to waive a valid
exemption provided by Alaska law. The Federal statute addresses the
iIssue of sovereign immunity, not State exemptions. See county of Cook,
supra. Thus, although sovereign immunity has been waived, the question
remains as to whether the State has chosen to tax such property.

The answer to this question is "no." Like Texas in the Fifth Circuit
opinion and Illinois in the Seventh Circuit opinion, the State of Alaska
has enacted a law granting immunity from taxes to property held by the
Federal Government. AS 29.45.030(a)(1). That statute provides in
relevant part: "The following property is exempt from general taxation:
(1) municiPaI, state, or federally owned property ..." | have been
unable to ftind any State law waiving this exemption. Under the rule of
the above opinions, this State law effectively bars local governments
from taxing Federal property, notwithstanding the existence of a Federal
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statute making such propert?]/ subject to taxation. (I note that there s
an explicit State statute that makes property held by the Alaska Housing
Finance Corporation subject to local taxation. AS 18.56.190.)

For the above reasons, would it be possible for you to revisit this

issue. | would be happy to discuss the matter with you over the
telephone. Or would it be possible for you to request an opinion from
the State Attorney General's Office. | know that this issue has wider

implications than your Borough, although it is Tyour Borough that has
continued to hold a view divergent from that of the FmHA

| am concerned because it appears to me that the people we are
attempting to help are being caught in the middle of this matter. FmHA
borrowers often lack the resources to pay for the back taxes assessed
against their property. | do not believe tnac tney should be the ones
who are required to bear the burden of resolving this matter. Yet, the
taxes are being assessed against them because the United States does not
believe it has the authority to pay such taxes under the present law.
Since the dispute, if there is one, is between the United States and the
Borough, it seems that we are the parties who should bear the burden of

resolving the dispi a.

In any event, | am looking forward to your reply. If | can be of any
assistance to you in this matter, please contact me at the nunber listed

above.
Sincerely,

ARNO REIFENBERG
Regional Attorney

Timothy J. Binder
Attorney

TJBljc
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Our Ref: LEG 5*2-1

TO: Ronnie 0. Tharrington
Assistant Administrator - Housing
Farmers Home Administration

FROM: Mary K. Osowski, Attorney
Community Development Division

SUBJECT: Taxation of SFH Inventory in Alaska

We have reviewed your October 24, 1989 memorandum and its attachments on
the above-captioned subject and have also spoken to Michael Trow In our Portland
OGC office. We agree with the position of our Portland office that the Matanuska-
Susitna Borough has no authority to impose property taxes on FmHA SFH inventory
property. While § 523 of Title V of the Housing Act of 1949 waives the Federal
Government’s sovereign Immunity from taxation of FmHA housing property in its
possession, this waiver is not an unconditional one. It is conditional and the condition
that applies here is the statement that the property shall be subject to State and local
taxation "in the same manner and to the same extent as other property is taxed."
Therefore, for exatnpb, if a State law exempts Federally owned property from taxation,
our position has been that $ 528 does not operate to negate or override this exemption.

Section 29.45.030(a)(1) of the Alaska Statutes clearly exempts Federally owned
property from general taxation. Neither we nor our Portland office read the somewhat
confusing language in Article IX, 9 4 of the Alaska Constitution* as changing the
meaning of § 29.45.030(a)(1) or somehow affecting (as the Borough’s attorney contends;
the conditional waiver in 9 528 of Title V of the Housing Act of 1949.

Your memorandum asked us to inform you of what course we thought prudent
for FmHA to follow in this matter. Apparently the Borough's attorney has threatened
to bring a declaratory Judgment action against FmHA if It continues to refuse to pay
property taxes on its housing inventory properties. Your memorandum indicates that

* The last sentence of this section states that *'[a)ll valid existing exemptions shall
be retained until otherwise provided by law.”" Our Portland office’s October 13, 1989
memorandum to Darwin Betts points out that this language is not self-executing and that
9 29.45.030(a)«l) of the Alaska Statutes in fact do< 1 property
from general taxation.

v\ 19”3
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our Portland office questions whether such an action could be successfully defended.
Actually they are worried about the situation in which the Borough would not sue but
would instead start to file tax liens against the property, forcing FmHA to sue to stop
the practice. They wondered whether the United States Attorney’s office would he
willing to file such a suit. Nonetheless, we cannot advise FmHA to pay taxes under the
circumstances In this matter because of the language in § 528 and the Alaska statute.
We do wonder, however, why the Borough’s attorney did not seek an Alaska Attorney
General's opinion on the Issue, especially oil the effect of the Alaska Constitutional
provision. While FmHA cannot ask for such an opinion Itself, we know that in other
situations FmMHA has asked a sympathetic party such as a State legislator to request such
an opinion. We suggest that avenue be explored here because, If the Alaska Attorney
General agrees with our position, then the Borough’s taxation efforts should cease and
a lawsuit will have been avoided.

If you have any questions about this memorandum, please call me on 447-5220.

cc:  Arno Reifenberg, Associate R/A, Portland, Oregon Attn: Michael Trow

Note to Reifenberg: Nice job done on the research memos on this issue

OGC:CD:MKOSOWSKIi:11/3/89:CD-9S:Ak.Tax:S.0-A



Matanuska-Susitna Borough
P.0. BOX 1608, PALMER, ALASKA 98645-1608 « PHONE 745-9660
BOROUGH ATTORNEY'S OFFICE

October 6, 1989

Michael E. Trow, Attorney
U.S. Dept. of Agriculture
Office of General Counsel
1734 Federal Building
1220 S.W. Third Avenue
Portland, Oregon 97204

RE: Taxation of Farmers Home Administration Property

During the assessment cycle for fiscal year 1909/1990, the
guestion of taxation of Farmers Home Administration (FmHA)

property has been raised. Previously such property was omitted
fron the Borough tax rolls for an Indiscernible reason. On May
20, 1988 a memorandum from the United States Department of
Agriculture, Farmers Home Administration, Roger E. W illis, State
Director, asserts that property held by FmHA is not taxable.
Director W illis' conclusion is based upon a May 10, 1988 legal
memorandum from attorney, Michael E. Trow of the O ffice of
General Counsel for the U.S. Department of Agriculture. In that

memorandum Mr. Trow concludes that AS 29.45.030(a)(l1) does not
pre-empt 42 U.S.C. 81490h waiving FmHA's sovereign immunity from
taxation. (The memo incorrectly cites the federal statute as
§1491h.) It is my understanding that the FmHA holds approximate-
ly 90 properties in the Borough for a total assessed valuation of
53.486,500 which equals approximately 523,952 of real property
tax revenue for fiscal year 1989 ata mill rate of 6.87 and
S32.075 of real property tax revenue for fiscal year 1990 at a
mill levy of 9.2.
ANALYSIS

A general rule of law associated with the taxation of
property agencies and Instrumentalities of the United States
government is that in the absence of a Congressional waiver of

srvereign immunity, there is immunity from state and local
taxation of these areas. 70 Am.Jur.2d, £tate_and Local Taxation.
§221. in determining whether there is anygovernmental tax

immunity for an agency or instrumentality of the federal govern-
ment, one court has pointed out that:

In considering the immunity of federal
instrumentalities from state taxation, two factors may
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be of Importance which are Jlacking in the case of

claimed immunity of state instrumentalities from
federal taxation. Since the acts of Congress .
constitutional powers are supreme, the wvalidity of
state taxation of federal instrumentalities must depend
(a) on the power of Congress to create the
instrumentality and (b) its intent to protect it from
state taxation. Helverlno v. Gerhardt. 304 U.S. 405,
82 L.Ed. 1427, 58S.Ct. 969, fwhearlng denied 305 U.S.
669, 83 L.Ed. 434,59 Sup.Ct. 56. 19.

Even though the instant case deals with Ilocal government
taxation of property held by an agency of the federal government
by analogy, the same principle expressed in the foregoing case
should apply.

With respect to the first prong of the test annunciated
above, clearly Congress has the power to create the Farmers Home
Administration. The second prong of the test, that is Congress'
intent to protect Farmers Home Administration from state taxation
may be determined from the provisions of 42 U.S.C. 81490h which
provides for the taxation of Farmers Home Administration-held
property. It provides:

All property subject to a lien held by the United
States or the title to which is acquired or held by the
Secretary under this title other than property used for
administrative purposes shall be subject to taxation by
a State. Commonwealth, territory, possession, district,
and local political subdivisions in the same manner and
to the same extent as other property is taxed: Provid-
ed, that no tax shall be imposed or collected on or
with respect to any instrument if the tax is based on—

(1) the value of Lny notes or mortgages or other
lien instriunents held by or transferred to the Secre-

tary;

(2) any notes or lien instruments administered
under this title which are made, assigned,or held by a
porson otherwise liable for such tax; or

(3) the value of any property conveyed or trans-
ferred to the Secretary, whether as a tax on the
instrument, the privilege of conveying or transferring,
or the recordation thereof; nor shall the failure to
pay or collect any such tax be a ground for refusal to
record or file such instruments, or for failure to
Impart notice, or prevent the enforcement of its

provisions in any state or federal court.
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The preamble to 42 U.S.C. 1490h provides that all Farmers Home
property is subject to taxation by a state or political subdivi-
sion in the same manner and to the same extent as other property

is taxed. There are three exceptions to the general rule.- all of
which apparently are concerned with the taxation of the value of
any notes or mortgages or lien instruments held or assigned to

the Secretary or the value of any property conveyed or trans-
ferred to the Secretary, whether a tax on the instrument, the
privilege of conveying or transferring or the recordation there-

of. It is important to note that the exceptions are based on the
value of any property conveyed or transferred to the Secretary
and not the property itself. The plain meaning of the phrase

"value of any property" means that proceeds generated from the
conveyance or transfer of the property to the Secretary are not
taxable. This phrase does not exempt from taxation the property
itself, whether held by a private individual or FmHA.

The waiver of intergovernmental tax immunity set forth in 42
u.s.c. §1490h means exactly what it says. FmHA property s
taxable but the monetary value derived therefrom is not.

THE DOCTRINE OF PRE-EMPTION IS IRRELEVANT TO THE QUESTION
OF EXPRESSED CONGRESSIONAL WAIVER OF SOVEREIGN IMMUNITY

FRM- TAXAXIQN- fIE. FmilA-PRQPSETY

AS 29.45.030(a) provides the following property is exempt
from general taxation:

1. Municipal, state cr federally-owned property,
except that a private leasehold interest, or other
interest in the property 1is taxable to the extent of
the interest.

The enabling authority for AS 29.45.030(a) is set forth in Alaska
Constitution. Article IX, Sec. 4, Exemptions. This article
provides:

The real and personal property of the state or its

political subdivision shall be exempt from taxation
under conditions and exceptions which may be provided
by law. All, or any portion of property used exclu-
sively for non-profit, religious, charitable, cemetery,
or educational purposes, as defined by law, shall be
exempt from taxation. Other exemptions of like or
different kind may be granted by general law. All
valid existing exemptions shall be retained unless

otherwise provided bv law. (Emphasis added.)
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Article 11X of the Alaska Constitution states that private
leasehold interests and contracts or interest in land or property
owned or held by the United States, the state, or its political
subdivisions shall be taxable to the extent of those interests
The last sentence of Article 11X, Sec. 4 provides that "all valid
existing exemptions shall be retained until otherwise provided bv
law.™ The constitutional framers thus saw fit to authorize the
waiver of governmental sovereign immunity from taxation if
"otherwise provided by law."” 42 U.S.C. 81490h waives sovereign
immunity from 1local taxation of FmHA property since it 1is a
statute which 1is "otherwise provided by law" and within the
contemplation of the exception to the general exemption rule.
This provision must be strictly construed against the property

holder and in favor of the taxing authority. McKee v. Evans. 490
P.2d 1222 (1971). A federal statute 1is law as is a state statute
or local ordinance. In other words, a law is a law whether it is

federal, state or local law. 42 U.S.C. 1490h clearly provides
that, within three narrowly crafted exceptions, FmHA property 1is
taxable by a local government.

DAWSON v CHILDS DOES NOT STAND FOR THE PROPOSITION EXPRESSED
IN THE-GENERAL..COUNSEL"S MEMORANDUM OF MAY 10. 1988

The General Counsel cites the case of Dawson v. Childs. 665
F.2d 705 (1982) for the proposition that 42 U.S.C. 1490(h) does
not pre-empt the general exemption from general taxation con-—
tained in As 29.45.030(a)-. A close reading of Dawson clearly
establishes that the General Counsel®s conclusion is erroneous.
In Dawson. FMHA acquired property it had made direct loans on
through foreclosure or by a voluntary conveyance 1in Jlieu of
foreclosure. The property remained 1in FmHA"s 1inventory for
awhile pending sale. In 1977 the FmHA conveyed the property to
the Dawsons with a provision in the warranty deed related to the
payment of taxes which effectively amounted to a contract whereby
the government agreed to pay any taxes against the property
during th® time of its ownership, provided that the property was
subject to Texas local statutes and taxes. The corollary to this
proposition 1is that government would have no liability 1if the
property were not subject to Texas local statutes. In October
1977, congress amended the Housing Act of 1949, 42 U.S.C. 81472
et sea., waiving sovereign immunity from taxation on certain
property, including Farmers Home Administration held property.

42 U.S.C. 1490h. The amendment was vretroactive to January 1,
1977. the Dawsons tendered payment for a portion of the 1977
property taxes when they owned the property. The 1local taxing

authority refused the payment and demanded payment for the entire
year as for tax year 1976 during which the United States
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possessed title. The court field that the amendments to 42 U.S.C.
1471 £IL_££2. did not take effect until January 1, 1977, there—
fore, sovereign immunity before that date shielded the FmHA
property from local taxation. The court further held that the
Texas statutory exemption exempted "all property"” from taxation.
The Texas exemption cited in Dawson 1is substantially distinguish—
able from the Alaska exemption contained in As 29.45.030(a) and
the express language of Article IX, Sec. 4 of the Alaska Consti—
tution authorizing exceptions to the exemption of federal proper—
ty from 1local taxation in 1its last sentence. FmHA property is
therefore subject to Borough property taxes.

UNEQUAL TREATMENT

The Borough disagrees with FmHA's position that taxation of

Farmers Home property results in wunequal treatment. There are
numerous examples of local taxation of state and federally held
property within the state. FmMHA property is subject to taxation

Just as other federally and state held property is subject.
Alaska Constitution, Article IX, 81,4,5.

ESCAPED PROPERTY

In Municipality of Anchorage v. Alaska Distribution Company.
725 P.2d 692 (Alaska 1986), the Alaska Supreme Court held chat
public policy required all taxpayers to bear their fair share of
taxes and thereby disallow windfalls duo to the tax assessor's
errors. This principle is known as the recapture of escaped
property and it authorizes a municipality to seek back taxes on
property that escaped taxation for up to SiX years.
AS 09.10.120; AS 29.45.100(a); AS 29.45.110(a); AS 29.45.220;
Municipality of Anchorage v. Alaska Distribution Company, supra.
Accordingly, the Borough Assessor may assess taxes against FmHA
property that were not paid for the last six years.

CONCLUSION

For the reasons cited above, FmHA property is subject to
real property taxation by the Matanuska-Susitna Borough. Even
though th® subject FmHA property is subject to taxation by the
Borough, my client has authorized me to tender an offer to you to

compromise a disputed claim. The Borough will forebear from
filing a declaratory judgment action for delinquent taxes,
penalties and interest, including the assessment of FmHA for six

years of escaped property in exchange for FmHA tendering payment
to the Borough for delinquent 1988 and 1989 taxes, penalty and
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interest on the property. The 1988 and 1989 delinquent taxes
penalty and interest on the subject property are as fTollows:

Xanaa Interest Penalty
1988 $ 318.69 $ 57.57 $ 01.87
1989 $30,922.12 $102.22 $2,514.94

Please advise the Borough of your client®s position on this
matter within thirty days.

Sincerely,
MATANUSKA-SUSITNA BOROUGH

MICHAEL GATTI
Borough Attorney

cc: Gary Lewis, Borough Assessor

MG:sah

5-092689-1



1734 Federal Building
1220 3.W, Third Avenue
Fortland, Oregon 97'2u4
'503 ) 326-3 115

VFT5) 423-3115

(FAX) 326/ 423-3607

July 24, 1963

Michael G atti

Borough Attorney
Matanuska-Susitna Borough
F. 0. Box 1606

Palmer, Alaska 99645-1606

RE: Local Taxation of Farmers Home Administration Property

Dear Mr. G atti:

riease refer to my ietter of May 31, 1363. Farmers Home
Administration has expressed concern because your assessor has begun
to levy taxes on its inventory property. Where that property is now
in the process of being sold to low income tnird parties, tne end
result will only be tc preclude sale because neitner tnose parties

nor the agency has funas with which to pay the taxes.

I must reiterate the agency s position that while it noids tit*e

the suoject properties, they are immune from local taxation. 1 navr
again reviewed Alaska General Law, A3 29 .45 .030(a)(1), together witr.
the constitutional and federal statutory law applicable to taxation

of federal entities. There are two reasons why | conclude that
Farmers Home Administration inventory property continues to ce
exempt from the imposition of these taxes. First, A5 29.45.uSuva>-1

expressly exempts property of the United States from taxation.
Second, because the statute exempts state and municipal property ter
from general taxation, the Borough may not discriminate by taxing
only property of the United States.

Under the Supremacy Clause of the Federal Constitution, the Unitec
States is immune from taxes imposed by State or local authorities.
McCuiloch v. Maryland. 4 Whet. 316 (1313); £££. aliQ. MinnaaPQiis
v. Minneso-ta, Comm. of_ Rev. . 460 U.S. 575, 539 n.12 (1963) (itjne

Supremacy Clause has prohibited... any direct taxation of tne Fecera
Government"). This immunity may be waived by Congress but any sum
waiver must be narrowly construed because it defeats tne immunity
shielding the Federal Government.' National R.R. FsLSaenger CuiB-.—
PA. P.U.C.. 848 F.2d 436, 439 (3rd Cir. 1966), cert dfini6f — n"e2.

102 L.Ed.2d 220 (Oct. 11, 1968).
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In 1977, Congress amended tne Housing Act of L943, adding a prov.si.
which waived the federal sovereign immunity from State ana .oca*
taxes for certain property held Dy Farmers Home Administration.
U.S.C. §1490h. This waiver was limited in three respects:

(1) federal property used for administrative purposes couia not cr

taxed, (.2) federal property could be taxed only in the same manner
and to the same extent as other properties were taxed, and i> n; mj
couid oe assessed on instruments or the privilege of conveying c:
transferring or the liquidation thereof, if tnat tax is oasea on :.-.r

vaLue of the property conveyed.

The second of these restrictions, at issue here, is in line witn tr.e
general constitutional standard that discriminatory taxes are not
permitted. As stated in Memphis Bank & Trust Co. v. Garner. 459 U.3
392, 297 n.7 '.'1983): [S]tate taxes are constitutionally invalid ir
they discriminate against the Government. ' The point of comparison
in determining whether taxes discriminate against tne federal
government is not the general puolic, but the state. A state

constitutionally may not enact laws granting to itself or those in
privity with it privileges with respect to tax laws wmcn it does no
also grant to the Federal Government. Davis v. Michigan Department
of Treasury. __ U.s. __ , 103 L.Ed.2d 831, 305, n.4

(March 26, 1369); P hillips Chemical Company v. Dumas Inaepenflfe”i
School District. 361 U.S. 376 (1360).

However, before Farmers Home Administration property can be mace
subject to non-discriminatory state and local taxation, Alaska muse

enact enabling legislation. It has not done so. To the contrary. A
29.45.030(a)(1l) expressly exempts the agency's property from
taxation. In Dawson v. Childs. 665 F.2d 705, 711 (5tn Cir. 196u; th
court considered this very issue. The appellant argued that tne

waiver of federal sovereign immunity proviaed by 42 U.S.C. si49un
pre-empted the states exemption of United States property from
taxation under Texas statute. The court was unpersuaded, finding
that the exemption granted byTexas statutes prevented the taxing
Farmers Hone Administration property even though the federal
government had removed the constitutional barrier to such taxation

Turning to the discrimination issue, AS 29.45.030(a)(l), in a
straight forward manner, appears to grant immunity equally to
municipal, state, and federally-owned property. Uncier Davis, Aiasxa
and the Matanuska-Susitna Borough may not exempt the property ownec
by them from taxation, while at the same time taxing the property

Farmers Home Administration. 42 U.S.C. 8l1490h states tnat federal

property may be taxed in the samemanner and to the same extent as
other property is taxed. * As with the statestatute at issue in tne
Davis case, it is safe to assume that this language also was aesigne

to incorporate the constitutional doctrine of non-aiscr Iminatior. ;r.
defining the scope of immunity in 42 U.S.C. 8143uh. Having reachr-i
this conclusion, we must reach the further conclusion that under
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uivis, Farmers Home Administrat ton property is subject to taxatun
only in the same manner and to tne same extent tnat state or o0o0:.16
property is suojeet to taxation. Because tne state of Aiasxa retai
tax immunity for itself and its municipalities property, see Ai
29.45.Q30tah1>. tax immunity for Farmers Home Administration
property is also retained. The State may not favor itseif in its
taxing scheme in relation to the federal government. Davis. io0]j
L.Ed.2d at 303-905.

Please advise your assessor that under Davis and Dawson. Farmers n.
Administration inventory property is not subject to taxation unci.
Alaska enacts a statute to the effect that the United States ana it
agencies and instrumentalities and their property are declared to c
taxable to the extent permitted under tne laws of the United States
and to the extent that State and municipal properties are taxed.

Your assessor needs to be advised at once that there is simply no
basis in law for the borough to tax Farmers Home Administration

inventory property.
rincere iy,

ARNO REIFENBERG
Regional Attorney

i . i t

- <j— -

hionaei E. Trow
Attorney

cc: Darwin Betts
FmHA - Aiaska

MET/jc:8907073



- By AT ' 1734 Federal Building
1220 S.W. Third Avenue

— f Portland, Oregon 97204
Rl’laxll gﬁlce (503) 326-3115
CCIvE (FTS) 423-3115

(FAX) 326/423-3807

May 31. 1989

Michael G atti

Borough Attorney
Matanuska-Susitna Borough
P. 0. Box 1608

Palmer. Alaska 99645-1608

RB: Local Taxation of Earners Hone Adninistration Property

Dear Mr. G atti:

I have reviewed your letter of May 23, 1989 and my May 10, 1988
letter to Roger E. W illis, State Director, FmHA, Alaska. My
position remains that, while Congress has waived FmHA's sovereign
immunity from taxation, S££ 42 USC 1490h, FmHA inventory property
is not subject to local taxation because Alaska General Law. AS
29.45.030(a)(1l) expressly exempts "[flederally owned propercy.
except that a private Ileasehold, contract, or other interest in
the property is taxable to the extent that the interest."

Alaska Constitution Article [IX. Section 4 provides, in pertinenc
part:

Other exemptions of like or different kind may be
granted by general law. All valid existing
exemptions shall be retained unless otherwise
provided by law.

You feel that 42 USC 1490h which waives the federal government s
sovereign immunity from taxation of FmHA property somehow is
other law which removes that property from within the "valid
existing exemption" provided by AS 29.45.030(a)(1).

Notwithstanding the 42 USC 1490h waiver of sovereign immunity,
until the cited state statute is amended, FmHA owned property is
within the existing state law exemption. This was exactly the
issue decided in Dawson v. Childs. 665 F2d 705, 711 (5th Cir.
1982): 42 USC 1490h does not preempt valid existing state law



Accordingly, it remains FmHA position that until

exemptions.
no authority to

Alaska repeals its statute, your borough has
FmHA's property.

Please call me if you wish to discuss this matter further

Sincerely,

ARNO REIFENBERG
Regional Attorney

Michael E. Trow
Attorney

cc: Darwin Betts
FmHA - Alaska

MET/jc:8905139



5/23/89 i:C2 p.M. to (503* '28-5398 Actn: Michael Trow

Matanuska-Susitna Borough

P 0. BOX 1608, PALMER, ALASKA 99645-1608 « PHONE 745-4801

May 23, 1989

Mr. Michael Trow

U.S. Department of Agriculture
Office of General Counsel, Rm. 1734
1220 S.W. Third Avenue

Portland, Oregon 97204

Dear Mr. Trow:
Subject: Local taxation of Farmers Home Administration Property

In your opinion of May 10, 1988, you conclude that Farmers
Home Administration property 1is exempt from taxation notwith-—
standing 42 U.S.C. 1490(h). Your conclusion 1is based, 1in part,
on the case of Dawson v. Childs. 665 F.2d 205 (1982) which stands
for the proposition that congress has waived Farmers Home Admin-—
istration®s sovereign immunity from taxation pursuant to 42

U.S.C. 1490(h). Since your opinion does not cite Alaska Consti—
tution Article X, Section 4 exemption, you may wish to
re-evaluate your position in light of this section which pro—
vides :

"The real and personal property of the state or its
political subdivision shall be exempt from taxation
under conditions and exceptions which may be provided
by law. All, or any portion of property used exclu—
sively for non-profit, religious, charitable, cemetery,

or educational purposes, as defined by law, shall be
exempt from taxation. Other exemptions of 1like or
different kind may be granted by general law. All

valid existing exemptions shall be retained unless
otherwise provided bv law." (Emphasis added.)

Clearly 42 U.S.C. 1490(h), which 1is otherwise provided by
law, waives the federal government®s sovereign 1immunity from
taxation of Farmers Home Administration property in its

possession. Please re-evaluate your opinion in light of this new
information. Since this property 1is taxable, the assessor has
placed it upon the Borough-®s assessment rolls. Your

representative in Palmer has been previously supplied with a
Notice of Taxation.



Please call if you have any questions or require any further
information on this issue. I look forward to your response which
I expect to receive in approximately five days of receipt of this
letter. Also, please notify your client agency that the property
is subject to taxation.

Sincerely.

Borough Attorney

cc: Gary Lewis, Borough Assessor
MG:sah

LN52389-3



KENAITPENINSULA BOROUGH

U [ 144 N. BINKLEY ¢ SOLDOTNA. ALASKA 99669
PHONE (907) 262-4441

DON GILMAN
May 8, 1989 WAGB

Matanuska-Susitna Borough
P.O. Box B
Palmer, AK 99645

Att: Karl D. Borglum
Dear Karl:

I am responding to your inquiry of May 3. 1989. wherein you asked
if the Kenal Peninsula Borough has placed Farmers Home
Administration properties on the assessment roll for 1989.

The answer is no, not the original roll. It was an inadvertent
oversight and the plan is, to place these (six total) properties
on the 1989 supplemental roll.

| have elected to place these properties on the assessment roll
as taxable for two reasons.

(1) My legal staff, through exhaustive research, feel very
confident as to our legal authority to tax. Oral and
written communication from them has instilled my confidence

in their findings.

(2) In the spirit of equality and fairness, | cannot
maintain taxability of all the other State and Federal
agencies that qualify and overlook Farmers Home
Administration.

| hope this clarifies my position on this matter and serves some
positive reinforcement to your endeavors. | might suggest that,
perhaps you should have your legal counsel contact Kristine
Schmidt, Kenai Peninsula Borough, Deputy Borough Attorney on this
matter.

With Best Regards,

X00

Wr.yne D. Haerer, Jr.
Director of Assessing

WDH/mch
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cc: Lenny Reagin, Assessor
Fairbanks North Star Borough

Steve Van Sant, Assessor
Municipality of Anchorage

Mike Worley, State Assessor
Community and Regional Affairs



For Administrative Use Only Alaska AK Ho. 67(1955)

UNITED STATES DEPARTMENT 0? AGRICULTURE
FARMERS ROME ADMINISTRATION
PALMER BUSINESS PLAZA
634 SOUTH BAILEY, SUITE 103
PALMER, ALASKA 99645

Subject: Payment of Real Property Taxsa Kay 20, 1988
FmHA Instruction 1935-B

To: Area Loan Specialists
Assistant Area Loan Specialists
Loan Assistants
Alaska

The Office of General Counsel for the Department of Agriculture on May 10, 1988
issued an opinion concerning local taxation of FmHA inventory properties.

Simply stated, AS 29.45.030(a)(1l) exempts froa general taxation all federally owned
property in Alaska. Unless this statute has recently been amended (in 1988) local
boroughs are precluded from taxing FmHA owned Inventory property. If you are
approached by the local authorities concerning taxation, you should ask for the
citation authorizing that action. Also, in that event, feel free to contact the RH
section for further guidance.

ROGER E. WILLIS
State Director

EXPIRATION DATE: 05-23-89 PILING INSTRUCTIONS: PRECEEDING
FmHA Instruction 1955-B

MAY 20 m



United Slates Office of o
Department of General 1734 Federal Building

Agriculture Counsel 1220 S.W. Third Avenue
Portend, Oregon 97204
(603) 221-3115
(FTS) 423-3115

May 10, 1988

TO: Koger E. Willis
State Director
FmHA - Palmer, Alaska

FROM: Michael E. Trow
Attorney

SUBJECT: Payment of Real Property Taxes - Alaska
FmHA Instruction 1955-B

Please refer to your memorandum of May 3, 1988. The local boroughs tell you they
plan to begin taxing FmHA on Its Inventory real property. In 1977 Congress waived
FmHA®"s sovereign iImmunity from taxation. See 42 U.S.C. 81491h, copy attached.
However, as far as 1 can tell Alaska hasexempted from general taxation all
federally-owned property. See AS 829.45.030(a)(1) (1986). 1 have looked through
the 1987 amendments to the '"fiTaska statutes and find this statute to still be good
law. I do not have any 1988 Alaska legislative materials from which to discern
whether the statute has recently been changed.

Even though Congress has consented to the taxation of FmHA held property by local
political subdivisions, 1n Dawson v Childs, 665 F.2d 705, 711 (5th Cir. 1982) the
Fifth Circuit held that FmHA property was taxable only if the Congressional waiver
pre-empted the Texas statutory exemption at Issue. The Texas statute exempted
M[a]ll property, whether real or personal, belonging exclusively to this state, or
any political subdivision thereof, or the United States . . . . As the Fifth
Circuit held the statute says “all.ll Until the state repealed its statute the
local political subdivision had no authority to tax FmHA"s property. In other

words, the state statute was not pre-empted by 42 U.S.C. 81490h.

Likewise, unless AS §29.45.030(a)(1) has recently been amended, the local boroughs
are without power to tax FmHA-held property. This 1is simply for the reason that
§29.45.030(a)(1) precludes them from doing so. Please ask one of the local
boroughs that has advised you that it will be begin to tax FmHA-held property to
cite you some authority for It to do so. If 1t only cites you to 42 U.S.C.
81490h, cite Dawson v Childs as authority for the proposition that it is without

power to tax FmHA property.

MET/jc

* 12%%
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MEMORANDUM State of Alask
10 Mile Barker :
0 Deput Comm}ssioner ATE: Mey 5, 19871
DeBar ment of Revenue FILE NO.. 663-86-0528
THRU: TELEPHONE NO 465-3600
SUBJECT T?x exemp} stafus
tate foreclosed
FROM  Grace Ber jble | >
Attorney energlI Upon properties

By: Deborah Vo t

R S O/ Yy

You have asked for an apalysis of the municipal tax
liability on real property that qs Porel losed upon by the ptate V

eneral rul nicipal propert xes are a lien on the
[]ogelq |nvo|ﬁ/e§ ? th% sateID foyrec?oses upon pro ert on
\{v |en gs arisen, gropery IS,. taken subjeg

/_ un erstand tkat th re ja.’np dispute regardm r|or
Xg te state ta rotp%rté/ or e ampe
9 fand the 1985 taxes have no n the "tax Ien ust
satls hEd before thf state can give clear title to the property
to a third party.

1/ The erty at issue has reclose on by the.Public
o eetiR e, St PR SRR e
?é\ Q rtp y S‘IS sub gct th the prowsmns li! A%
, IC sta es h such ro erty IS exempt from
taxatlon "except taxes on rea roger which the corporation
Is fee owneé ay un|C|pa property " tax on
property owned by the corporatlon

2 AS 2945, 300(b& provides that "(EPJro erty taxes, gether

with penalt and interest, are lien'upon ~ the propert
assess%d Y PIOpETLY
3/ Th eX|stenc a lien does not ytnat a.m hCIPa hg
maty en orce z%] alnst e state u erloor %
ate cwn, te ro erR{ 9 ana
3 ), XES f% T IS, I}/ at the state's foverel h |mm)znlty would
r , 13 ‘mprohi |||n|C|paI| y trom enforcing a lien against the ‘state.
MAY 0 5 1387
VRAD

DE3T C3COMMUNITY

AMD REGIONAL AFFAIRS
300 Al 10-141



M ilt Barker, Deputy Commissioner May 5 1987
Department of Revenue Page 2
663-86-0528

Nor should there 36 drsput about the fact that
munrcrpal ties cannot tax t rpr H Ion S the
sta e Alaska strtutro provr es at rea and

E&n%e proﬁrerttyfr the State of Its Bo |t|ca dsubdrvrsrons

axation, un er n rtrons and _exce
rovi ed g)y T)% Sec. 8% 838
Frovr es require, exemptrons rom munrcr a pro ert

axat|o an exempts "state ... property, except t at a v%t

ease d, cont{ Ch or other rntereié In the p rs

to he ex tent of the Interest 1
might be argued that IprogertP/ orgn oP

state ropert ave evi advised " that such progperty |s

IRneE e g, S, o ponerd i,
gv tly hro on ut an entire year, ere can be no municipal tax
y at year.

You questiop is how to hanﬂe the current years
E gertg/ketaxe eqr:hen the state becomes the owner mr% ear. Yo

the property tax |iabil |ty can prprate
YIﬁteween exem)pt é on-exempt tat(?) urin ear, and not
Br lity ma not

Ity ari ur ans rs re 'that %
r\;rorae that exempt status should e
determrned as of January 1 of the tax year.

Courts that haYe faced these issues have come tQ wide
r%g coTnc usion two principles emergrde rrst In the
abs cific  statutory author|t¥ 0 SO, prora}ron
canno e e Second, “the the tax Tiability
arises is dete mined by the applrcab e statute

}hougg Broratron of taxes is certarnlg O}he usto |
tra fers :of la etween ocprr ate owners, an .r
wou certarn eeetm 8 gica 0 so when the state ac uires
g ut %Vr?t o court F%%e rlerrmrtte rorr]atrto% aTeen §as8§
ehe tax y||a%| |t3/ P year ePther exIsts or does not
exrst |t oes not partly éxis

Af.In re ectrng the roratron of taxes, one court noted that
) owr courts re reve a arnsth property taxgs
|a assesse er exp rcrt e%rs tiv orrt)}3 at the

e| ct otf (?olum |ar Sus Hran 392 F2d CIEé85 arsgnaclr

A
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The questron the ecgmes when does the tax I|ab|I|t¥|
for %year arise; s] xemP ||on rom taxat
attac Unfortunately the cases ere arﬁ ¥
are unanrmous on)(/J |tn hat he 0ok to the reIevant seéute fo
uldance. ortunatﬂ( our statute does .not addr s the
uestian o ﬁn the lien for property taxes arises or an
xemption attac

Our statutes refq je that profoertY be asaessed at full
and_ true value as .0 anuar%/ he assessmet eab
AS 29 45 110, A munrcrpalrty mus determrne the rate o ev v
Jun and mail tax statements setting _ out Ags the

ate en  taxes ecome elrnquent by Julyl 945 250,
roger)g taxes  are len’ upon propg ass ssed.

300. AS 2? 45 320 and 29. 45 330 with the

enforcement of inquentreal propert tax Irens
provision states cleaﬁ ? date on P/vhrgh t)he lien arises.
e, onl rovrsron of the statutory scheme dealr
the trrnrng of anye empt status . IS 29.4 030?ﬂ Whrc deﬁ
with . the “senior cr |zen and disabled ve eran e e tion.
rovision re urres at an ap catron be |ed for the exem tron
y January 1 assess ear,” and similarl re |r s
arate a(%o |cat|ons for as essment year." A
drsron es not XR licit y faf t}]at the “exempt status should
etermined as . of January or the entire ssessme

a interpretation 1S apparenty universa app?toyeaby
assessrng onrcers

courts that hve addressed .this question have held
that the ta?onﬁabr |t IS en orcea ‘e a arnst th] overnment on

hf Cthe Irabr |tr¥ has rip pene dinto. alie s% Cases,
I lie not ar“seuntil he tax ra}te als Een set or
a ar

nt|I tﬁ tim he taxes_.are

Ity G0 B 2&924 Utah 1963) i "9
MO NN gcﬂefyf T sy
354 é8th Cir. 194 thers h Id that the lien relates back

essment ace e e. ae V. Snohomish C oun
6}25 Wzsh 191 Huntrer?%or%J City V. Peterson h18 ? dyl4g

a Oc er courts {ound the taB< l1a HrtIy end
on thé formal existence o lien, I srm
ether the propert¥J }/]vas exem s of a tax status date o
essment date eran ,(; hool Ass'n v. IPI
Y51988§ 1968 prea ot"Title Services. fnc 2 ATd

'U.ZU)
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' The two tmost heIpfuI cases that we have lqcated focus
1o [fe. Jbsence O loefm ngte“f‘”y I e%’écecas"” g ! 'C%]
Co umbra v. Sussman. pg ((:f] Q? (75 885 an |Vy
East Orange v Falmer, A2d 679 é) h each In ove
contrqoversies bet een] th e oca gvern ent aﬂ e state --
the district whrc the court foun e Int e same status. as a
state In case the court pornts out Frt a municl a
overdment seta the tax rate to be levied on rea L|oar0é3ert
unction of Its revenue need55 If may set its gt sta
within ¢ rtarn rates, or .esta Hsh rates ho generat grtar

mount o rvenue but {1 either case the “rate s Irect
uncti ne taxaple . value gro erty wrt in ts
Jurrs | tron munrcr aIrty needs to kn |th certainty

that value is. oeperﬁ chan es ron] taxable to exerr}ot sc}at
within a tax ear nrcrgonrty will have mrscfalrJ ate hs

revenue For B ey his rea both courts 8onc }
ﬁx status at te ginning of thé tax year Is etermrnatrve or
the entire year.

he District of Columbia case, the tax P/ear ran fr%m
Jul dLnthrougruaclune 30. ssesiments were_made beginnin

{
Tnaﬁﬁ on ufy’ and rfrlen%rlrft% Stateg hadh(ra:orar1 Sr?rsneré]enfogrr?%llrty

The appeals court ? {hat
scheme drffers sli ht laska's In E/hat there assessrp r%
In 2 { Alas

and had ar ued t taxes were due on
?errod between JuI 1 and July %
he taxes were or the entire tax year. This Sla

are made and finalized "hefore the tax year begins while In
assessments are made and finalised within the“tax year.

The New Jﬁrsey statutory sche e |s more srmrl]ar to
AIask% Ther the ‘tax vear runs anuary roug
December 31 T eassess(Ten%el ate Is the prece Octob %he ax

with the assessmep frn(aurzed In Jan arR//]
s of taxes re ydue % fore t

rate is set axes are e In Februar
and November. ~ Sincé two inst Iment

% IS set, the prevrous ear's IS used as an estrmate
T e co rt hed that” a tr ns [ ro erty after January 1wou
not affect the tax ||B/ year. |t _reserved its
opinion on property acqurred etween October 1 and December 31.

Srnce Alaskas statutor scheme |s silent tne
uestion ssue and since n |ca wrth the
tatutes o urrsdr Otrons that have face g %uestron It
}sﬁ n( possr o predi arg){ egreg cartaint hova
aska's ' cour woud answer % on |nce a varle

answers seemed at least arguably ermrssrble | suggested that
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Page 5

he Cog]mrs {oners of the (ie artments of Revenue anci Communrty %Hd

egion alrs meet an cuiS 80 |cIy t|r?]|ca lons.

commissioners met on Marc , an eg at a anu%rty 1

tax status”. date shou e "used ition, ae

Assessor |n |cated that this. que tron etefn rarse th

meetr s a Assocratro Assessrn ce"rs and that
m er %t body agree Jan ar)( tax status”

ace e used. . In o oprntjo t at resuilt de lggally

urre Tn er exrstrng W, IS not requ
ce tainly legally permissible

. Thus, unles d untrl the Ie |sIaJurF provides
gtherwrse the state shoul treat ert%/ Ire ter Januar
Conversgl yearhen se ﬂn or pro % [ eretn Irt atyea /
ftained %’ax ree statusg ecau e |t vvgs ownelglcidp Ke ag on
Huarly at status . for the current tax year shoul
reflected in the sales price.

DV:Jf

cc: David  Hgffman
commissioner
Department of Community & Regional Affairs

Karen. Carlson
Division of Treasur
Department of Revenue

ike Worley
tate Assess?r : : :
epartment of Community & Regional Affairs






* STATE OF ALASKA
1991 LEGISLATIVE SESSION

Revision Date:

FISCAL NOTE

Title: An Act Relating to Public Health Insurance

and providing for an effective date

Sponsor: Kertulla

Requestor:

Expenditures/Revenues: Thousands of Dollars

OPERATING FY 92
PERSONAL SERVICES n
TRAVEL

CONTRACTUAL 0
SUPPLIES 0
EQUIPMENT 0
LAND & STRUCTURES . n
GRANTS CLAIMS 0
MISCELLANEOUS 0
TOTAL OPERATING 0.00
CAPITAL 0
REVENUE 0
FUNDING: (Thousands of Dollars)
GENERAL FUND 0.
FEDERAL FUNDS 0
OTHER a .
TOTAL Qac
POSITIONS:

FULL-TIME N
PART-TIME 0
TEMPORARY o

Estimate of current year impact: None

©S OO0 S5S°© © 5 5=

FY o3

.00

o

BILL NO. SB No. 73

Department Affected: Health and Social Services

BRU: Medicaid
Component:Medicaid Non-Facilitv

COMPONENT SERIAL NO 2-2-9
FY 94 FY o5 FY 96 FY o7

n n 0 n

0 n n 0

n n n n

n 0 n n

n 0 0 n

n 0 n n

n n n n

n 0 0 n
0.00 0.00 0.00 0.00

0 0 n n

.......... 0 0 n n

0 0 0 n

0 0 0 0

0 n ol n
0.no 0 no ... h.nn - 0onn

n n n n

n n n n

N n n n

ANALYSIS: (Attach a separate page if necessary.)

See attached note

Prepared By:
Division: Medical Assistance

Approved by Commissioner:
Aoencv: Health and Social Services

Phone: 465-3355

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impact Agency(ies).



FISCAL NOTE ATTACHMENT 2-25-91
SB 73

Sec. 21.55.060 prohibits Medicaid recipients from participating in
the 1insurance offered under SB 73. In our view, it would make
little fiscal sense not to exclude the few Medicaid recipients who
would qualify as plan eligibles, as each person who has, 1if even
for a short period of time, overlapping dual coverage would result
in the state plan making some payments in lieu of Medicaid
payments. -This would produce small Medicaid program savings, but
would result in the loss of the 50% federal funds employed in the
Medicaid program.

Even with this prohibition, there may be a small number of persons
for whom the plan may pay for medical expenses which could have
been paid for by Medicaid. Medicaid provides for coverage of
unpaid medical bills for a period of up to three months prior to
the month of application, provided that the recipient would have
been eligible in any of those months and that unpaid bills exist
for covered services provided in that month. Anyone who had bills
paid by the plan during this retroactive Medicaid period would not
have Medicaid payment for these bills.

The Medicaid application provides none of the information that is
necessary to determine whether a recipient would be a plan
eligible, and even 1if it did, we would be unable to accurately
assess the average costs such potential dual eligibles might shift
from Medicaid to the plan (and therefore the savings to the
Medicaid program). Therefore, this fiscal note presents no
calculation of potential savings from this cost shift.

For many years, staff 1in public assistance programs have seen
applications being made by people who have had to quit their work
in order to qualify for medical assistance when they or their

dependents have become seriously ill. Similarly, we also see
people who have left assistance for full employment having to
return to the rolls to regain medical coverage. (This latter

phenomenon occurs despite up to a 12-month post-employment coverage
available to some Medicaid recipients under federal law.) While
we cannot quantify this cost-avoidance effect SB 73 would have on
Medicaid for these cases, there 1is no question that there SB 73
would produce some beneficial effects on some of our clients, past
and future and or. the program®s expenditures.
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STATE OF ALASK
1991 LEgISLATIVE SE%SION

Revision Date: 1/22/91

Title: An Act relating to health

insurance

Sponsor: Senator Kerttula
Requestor: Senator Kerttula

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92
PERSONAL SERVICES 200.5
TRAVEL 21.3
CONTRACTUAL 50.6
SUPPLIES 5.0
EQUIPMENT 30.5
LAND & STRUCTURES 0
GRANTS, CLAIMS 200.0
MISCELLANEOUS 0
TOTAL OPERATING 507.9

| CAPITAL 0
| REVENUE 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 507.
FEDERAL FUNDS 0
OTHER 0
TOTAL 507.
POSITIONS:

FULL-TIME 3
PART-TIME 0
TEMPORARY 0

Estimate of current year impact:.

FISCAL NOTE

Department Affected:
Insurance
Operations

BRU:

Component:

BILLNO. SBT3

Commerce &Economic Dev.

COMPONENT SERIAL NO.

FY 93

O O O oo o oo o

o O O o

o

ANALYSIS: (Attach a separaie page if necessary.)

FY 94

O O o0 oo o oo o

O O o o

SEE ATTACHED

Prepared By: Don Koch, Chief of Market Surveillanc

Division:- I nsurance
Approved by Commissioner: __Glenn A. Olds
Agency: Department of Commerce & EcnnnSir. Ppyplnpmpnt

FY 95

O O O OO0 o oo o

O O o o

FY 96 FY 97
0 0
0 0
0 0
_ - 0
0- n
M. .0
0 0
0 0
- . n
0 0
1 0 1 0
0 0
0 0
0 0
0 0
0 0
0 n
0 0
465-2572
3/4/91

Date:

Distribution (by preparer): Legislative Finance. Legislative Sponsor, Requestor, OMB. & Impacted Agency(ies).

Rev 10/90
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FISCALNOTE-SB 73

ANALYSIS:

SF[K 73 would establish a one r?/ea,r |IotE Lth Insu ancerjectma? all
ask? community. The authority esta |s edmt % 9sat|on wci monitor
the % 0t pro fctf rstateW|de aP ab|l|t and feasibility. That ﬁprmect
wou take ace In.a communi eret ere |s one resrdent hos |ta h
osrﬁnta and_physicians would a 0% discount to mgmbers of the

e to offer a 2
Bopu aTlf(l)%pnot community wourqd %ave a higher than average uninsured

The following assumptions have been used in arriving at the fiscal impact of this
legislation:

0 The seven- membeJ board would have five meetings in Juneau,
each of two days’ duration, including travel.

0 ThetPreeR bI|cempI03/ee members would be Juneau-based and,
therefore, hot subject to travel and per diem.,

0 Theinsurance industry representative would be from Seattle.

0 The health car row er representati eandenrolleﬁ
re resentatlve d be based on An chorage since the selected

co munlty IS unk I’]OWﬂ

0 The travel for the Executive D|rector is based on Anchorage

since the selected commumteyf Bown SIX trips for
negotiation + monitoring are planne

* TetoVRrAbI, DUt here 8 o way to qUantly the amount

0 The auth0r|t¥ administration is bare bones consisting of an
Executive Director, Deputy Executive Director, and & Secretary.

0 The autnorlt and its adm|n|strat0[swnlneed assistance in .
fabHS #nlg at es and Travel o a represenfative state is
Hanne orthe Executive Director. Two trips of five days’
uration to Denver, Colorado.

0 Three work stations at $15.0 and a file cablneéat 36 Three
PC’s, software, and a letter quality printer at $14

9050D/030491a

Page 2 of2
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Alaska State Legislature

S egna te Pouch V
. . State Capitol
Official Business Committee on finance Juneau, Alaska 99811
MEMORANDUM
TO: Senator Pearce, Chair

Senate Labor & Commerce Committee
FROM: Senator Kerttula

SUBJ: Senate Bill 73 & 74'
Health Insurance

DATE: April 26, 1991

Thank you for postponing the scheduled hearing on Senate Bill
74. | would appreciate it if you would reschedule both Senate Bill
73 and 74. Thank you.

iKkh



Alaska State Legislature

pP.O. Bov V
State Capitol
Official Business Juneau. Alaska 99811

MEMORANDUM

TO: Senator Drue Pearce, Chair
Senate Labor and Commerce
Committee
FROM: Senator Jay Kerttula
SUBJ: Senate Bill 73 --

Health Insurance

DATE: January 30, 1991

| would appreciate your scheduling Senate Bill 73, relating to
health insurance.

Senate Bill 73 provides for the creation of a state health
insurance authority whose purpose is to provide a program of health
insurance coverage for state residents who are not otherwise
covered. The focus of Senate Bill 73 is to expand the availability of
affordable health insurance to all Alaskans. Currently, consumers
in Alaska are paying higher health care costs resulting from so many
Alaskans being uninsured. The purpose of this bill is to reduce
health care expenditures, by expanding health insurance coverage.

Three-quarters uninsured Alaskans live in families of
employed workers, and more than half of this group live in families
of full-year, full-time workers. This bill would provide low-cost
employee and individual health insurance to people who are currently
delaying health care unll their health problems become severe.
Uncompensated care of severe health problems then becomes an
expensive proposition for all Alaskans, the insured as well as the
uninsured.  This bill has been modelled on several different
approaches which have been used in other states and municipalities.



One major cost-containment provision contained in Senate Bill
73 is that the health insurance plan shall emphasize preventative
and primary care by requiring nominal copayments for that coverage,
and shall de-emphasize expensive hospital stays by requiring a large
deductible and copayment for that coverage. Another cost-
containment provision is that the entity is given the authority to
negotiate with hospitals in the state to obtain a discount on charges

for inpatient and outpatient care. A further cost-containment
provision is that this insurance will only be available for low-risk
individuals. | introduced a separate bill, Senate Bill 74, which will

focus on high-risk health coverage.

The point of these cost-containment mechanisms in the bill, is
that the cost of the premium will be lowered, and that any state
subsidy will be minimal. Under this bill, the schedule of premium
contributions, copayments, etc., must require enrollees to pay 100
percent of the premium contributions if their income substantially
exceeds the nonfarm poverty guidelines of the United States Office
of Management and Budget.  Otherwise, the schedule of
contributions will be based on a sliding scale depending upon family
income, size, and other appropriate factors.

| have attached further information for your consideration.



Information provided by Senator Kerttula:

SENATE BILL 73 and SENATE BILL 74
BACKGROUND

The common goals of Senate Bill 73 and Senate Bill 74 is to
expand insurance coverage among Alaskans through a combination of
forming new large groups of insured, lowering insurance costs and
public and private subsidization of a portion of premium costs for
low income Alaskans. Other states' initiatives to expand health
insurance coverage have focused on the same three approaches which
are structured in SB 73 and SB 74.

1) Forming new large groups or including more people in
existing groups, under the assumption that the same insurance
product will be less costly and more accessible in a large group than
in a small one. Some state insurance pools provide comprehensive
coverage, some offer catastrophic protection only. Senate BIill 74
would establish a high-risk health insurance pool.

2) Public or private subsidies to further reduce costs for the
individual employer or employee.

a) Private Subsidy: One very common form of private
subsidy in state and local initiatives is substantial discounting by
providers.For example, hospitals in Flint, Michigan have reportedly
agreed to accept 20 percent lessthan the customary Medicaid
reimbursement levels for their Health Care Access Project. Senate
Bill 73 has a provision authorizing the Health Insurance Authority to
contract with hospitals for lower rates.

b) Eiibtie Subsidy: While private subsidies and
donations can lower premium costs somewhat, the sizeable gap
between the cost of coverage and the available resources of
currently-uncovered workers (and their employers) has led many
developers of state and local initiatives to conclude that it will be
impossible to make a real dent in the employed uninsured problem
without using public subsidies. For example, in Maine’s Robert Wood
Johnson Foundation-funded program, the state will provide subsidies
for small employers unable to meet the full cost of premiums, and
will also subsidize the premiums of individual enrollees, using a



sliding fee scale based upon income andassets. SB 73 takes the
sliding fee scale approach.

3) Changing the Product or its Delivery to design a special, less
expensive, product or delivery mechanism in order to make coverage
more accessible to employers and their workers.  One approach is to
focus on primary and preventative care, omitting or discouraging
more expensive services such as inpatient care. The rationale is
that providing preventative and primary care is less expensive, and
will result in healthier patients. Plans in Alabama, Denver, and
Utah emphasize preventative or primary care, but offer inpatient
care as well. For example, the Denver plan is expected to provide

broad primary care coverage. Thisis an approach taken in Senate
Bill 73.

The major advantage of a plan which restricts coverage to
special products is that it can be much less expensive than a
traditional comprehensive package. For those who cannot afford the
higher premiums associated with a richer package, a limited product
plan with low cost premiums may be the answer.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA

o 405-3367 or 4653450 | O outt Plaza, Bo0m 500
/VLV (007) 405-2029 Ma’il Slop 3101

MEMORANDUM January 24, 1991

SUBJECT: Health insurance - SB 73 (7-LS0009/A)

T0: Senator Jay Kerttula

FROM: M|ch?el FoFord jr

Legisiative Counsel

The following is a sectional analysis of SB 73;

Section 1 - Findings and purpose.

Section 2

Sec., 215500 Establishes the health insurance authority and provides that the
Etatgoseo eaui] ority s t oprowae hea? |nnsu rance t oyel?gl%g & residents p

B P A

Sec. 21,95.030 - Estabhéhes an executive director of the authority, qualifications for
the position, and provides certain powers.

Sec..21.95.040 - Establishes a deputy executive director of the authority, and the
quahg cat|5ons for an A i?es 0f hg pgm tion, ! thonty

Sec. 21.55.050 - Establishes the general powers of the authority.

Sec. 2195, 060 Requir es the authority to provide health caemsu ance by urchasmg
msu(a@ce fro g fvat msur[ar%ecompany an( m% In #e Insuranc gove 3
avallable oeg residents of the state. Requires the aUthority to provide ’%; R
health insurance to certain ?mpoy s, Establishes condmons for group fealt
msurance premiums and enrollmen



Senator Jay Kerttula
January 24. 1991
Page 2

Sec. 21.55.070 - Requires the authority to purchase insurance and establishes specific
criteria concerning the health insurance provided to eligible residents and employers.
Establishes minimum benefits that must be provided.

Sec. 21.55.075 - Establishes a premium subsidy for certain employers.

Sec. 21.55.080 - Establishes the health insurance fund. Provides that the fund consists
of appropriations by the legislature and is used to purchase state health insurance.

Sec. 21.55.090 - Definitions.

Section 3 - Requires the health insurance authority to establish certain procurement
procedures.

Section 4 - Exempts contracts of the authority from the procurement code
(AS 36.30).

Section 5 - Places employees of the authority in the exempt class.

Section 6 - Provides that the conflict of interest law (AS 39.50) applies to the
authority.

Section 7 - Requires state health insurance coverage to be provided on a phase-in
basis designed to test the relative advantages and disadvantages of different plans.

Section 8 - Creates a commission on health insurance reform and provides duties for
the commission. Requires recommendations from the commission be made by
October 1, 1992 and a final report by November 15, 1992.

Section 9 - A transition section regarding the terms of board members of the
authority.

Section 10 - Repeals the law establishing the commission on health insurance reform.
Section 11 - Effective date.

MFFrmi
91-013.mai



February 2, 1991
Drue -
Met with Rick Urion yesterday on SB73, SB74 & SB84.

His clients are not hot on any of these bills...
*Called Health Containment Task Force a farce
*Has problems with anyone setting provider rates
*Thinks that Eliason opposes all three
*Public employers need to control cost of HI benefits but

should be through employee negotiation and cost sharing

ASuggested that Duncan has Malek wired for exec director of
HI Authority and so questions validity of Malek®s opinion.
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SB 73: "An Actrelating to health insurance; and providing for an
effective date."

SB 73 would create a HeaIth | surance Authon |(HIA ) in the Daeé)artment of
Commerce and Economic Development. Authority Is to prov) grog a
of health insurance for eligible re3|dents who are not covered by a health

Insurance plan or program.

SB 73 seeks to resolve the unavailability of adequate health care insurance. b

creatlnq a state authont I-”(A to address.the issue. It does this by u&nlzm
econom es o scal |nt e bu urchase of insurance for individuals ana sma

Idizing th cost coverage. It appears that this a roac
a %)s t?t Y [alt?t gcre(flt of t%e state behind P Rfan 0( gro%r r%
eve R It also esta lishes a temporary commlssm K ealth
Insuranhce reform.

The De rtmené of ComTe and. Economic DeveIopment does not have
g ic % actuarial information that wou’1 enanle 1t 1o attemn an
eva tion of the cost 0 t IS Ie%|slatni It Is neither possib] ?for cas
anP/ gersons and rou s 8 themﬁelves of an avallab e subsidy nor
what land of experience arise from such a group

The Departmenﬁ of Commerce and Economic Development capnot take a
gosmon on this ﬂ|slat|on until more con)cﬂete pricing data can be developed
nd the following changes are made in the

1. Move Section 2 of the bill from Title 21 to another Title,

Moving Section 2 of the bill to another Title would avoid confljct
W|t t?e content and purpose o?THPeZl TlttN 2115, designed gor
the reﬁu atloné) the husiness of, msurance Sect|on2 on the

esigned as a Prow er.or urc aser mech an|sm

Tnese uncglons é ?l to be In co fllct n] aﬂt other.
requlator of provider urchaserme anlsmss ould not eagart

mechanism. It 1S that these provisions he
[aced In 1Q|t$e 45 recon m ended P

2. ClarifvLthejreserve fund mechanism.

It is not clear how HIA will Re able to " ntal H}udent level
?fr serve funds tg protect t e so ven Y msurancg
as re uired 'in Sec 21, | ction. wou

necessang 0SS ljsca years \g woudc? confﬁct with the

constitutional prohibition” for dedjcated We assume that
monies remalnlng at the end of the fiscal year would be subject
to reappropriatio

t



POSITION PAPER -SB 73

Page 2
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ExpamLcomposition of the Commission on Health Insurance
T

he Commission on Health Insur%nce Reform is comprised of the
following Iinterests appointed by the governor:

A. a hospital or medicgl service corporatign (the only one we
cg?/peolrsé%? Cross of Washington and Alaska, a Wdshington

a representative of the Department of Law,
a representative of health care consumer groups,

D. a represen fatlve of health maintenance organizations (we
are aware ofnone currently in Alaska), and

E. achair.

The major portion of health insurance in this state is written b
commelrma[f Insurers. Their interests should %e Included on thg
Commission.

Correct the definition of "health insurance."

Unde the Alaska Insuranﬁe Law, the corr%ct term of art for
health Insurance is d|sab| |t5y msurance W %
0(6 Jine 1 t ep r4s

|
SZHZOSO In Sec. 2 3 a
"’heat |n,urance mclu |sa t “|nsurance ‘under
3211205 Fc? rea d|sa||t¥ Insurance under
21.12.050 includes 'health insurance’.
Date: H *7/
/dgl8989D
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MAY 6 1991

Box 371365
Wesilla, Ak, 93687
May 2/31

Senator Drue Fear Cé, haii
Senate Labor and Commerce Commivtee PiOe Box V
vuneau .Ak. 398 1)

To find a way to offer the most basic preventive health care for an
uninsured adult in the Mat-Su Valley is often dependent on finding a

compassionate provider* ana even then the service is iimi ted*
A  mammogram may mean waiting for the hospital to offer a sale price
of $65.00* which is still unaffordable to some. Compared to some

states which have come up with some innovative ways to make these
services available we lack the density of ooDu;5tion to make some of
these ideas cost effective. Foe example in Florida the University of
Miami purchased a van and equipped it with a mammography unit and
staffed it with licensed radiology techr.icians.This unit was then
avai (able to offer service to a target popu'ation. The mammograms
were provided at low, or no cost with a maximum charge cf 525.00.1
use this er.amole of what other states are doing to respond to the
need for improved methods of delivering health care to the uninsured
gtftt would not be economically feasible n our sparsely populated

Underwriting insurance for our uninsured population Is much more
feasible in Alaska. The uninsured in Alaska are most likely to go
without any nesi tn care that is not an emergency -~and if it s an
emergency that is just tne beginning of their troubles.

I  would urge vyou to move 53 73 and SS 74 out of committee so that
some action car be taken on this urgently needed health nusrsnce
legisiation.

Sincere vy.

Marj or ie Dampbel |

cc: 3en=tor Jay lertula



HG" R|SKPCH_ EXISTING
SENATEBILL 74 ELAN

ntana's plan $1,000 Deductible
a used to given an
Ineect 1 A,

n Alas

Montana's plan Is
more  restrictive

than 7|oroposed In
SB 74 Montana's
1990 population wes

303, compared to
Alaska's population
of 551,947

SENATE BILL 73
{The SCOPE plan
offered In Denver
Is used to give an

$250 Deductible tor
hospital care. 0
deductible for preventa-
Idea of the poten- tative care. 50% copay,
tial Impact In Alaska. of first $5,000 lor hospital
The SCOPE plan doos care, 100% thereafter. $15
not have a public copayment for Dr. visit, not
subsidy, the proposal a preventative visit. 0 copay,
In SB ™73 would Include  for Dr. preventative visit.
a sliding scale for the  unlimited lifetime benefit
low Income. for under 70. $50,000 lifetime
cost projections are benefit for over 70.
based on a pilot project
In a community of 2,110
with 30% unlnsurod;an
average premium cost of

per nmonth, an average
state subsidy of &0 per
month, per “participant.

PROPOSAL BY SENATOR KERTTULA
FOR EXPANDED AVAILABILITY OF
HEALTH INSURANCE FOR ALASKANS

SB  73/74
ELAN STATE COST

320&’06600 $30,000 Admin,

start-up costs
deductibles.

Premium Cap

of 125%. $1

million lifetime
benefit.

$200,000

Emphasize.

prev. care/
nominal copay,
deemphasize hosp.
care with a

large deductible S
copayment.

Efl.OJEC.IED
INS, IND. COST
No more than 1%

PROJECTED

L]

UVE
{Montana's prem.

schedule * %  of total health ins.

premiums sold.

added costs}

<17 100.60
<24 150.05
<29: 161.87
<34 179.46
<39: 202.18
<44.  229.51
<49.  255.67
<54 284.27

gPremiums based
COPE premiums

+ 35 percent}
<30: 4431
<34 5537
<39 65.58
<44 78.66
<49.  94.se
<54 11447
<50:  139.39
<64 171.95

PRQJ.

20 % discount
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FISCAL NOTE

STATE OF ALASKA BILL NO, SB No. 74
1991 LEGISLATIVE SESSION
Revision Date: ; Department Affected: Health and Social Services
Title: An Act Rolating to Pooled henlth Insurance for individuols who |Ca.|d

are uninsured or denied adequate covarago: ond providing for an affectivo dota. COmponel |t|0|éd|@d |§|0n-| aC”ltU

Sponsor; Kertulla
equestor: COMPONENT SERIAL NO 2-2-9

Expenditures/Revenues: Thousands of Dollars

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY o7
PERSONAL SERVICES n .. 0 n n n n
TRAVEL n .0 n n 0 n
CONTRACTUAL n 0 0 v N n n
SUPPLIES n 0 0 n 0 N
EQUIPMENT n 0 0 0 0 n
LAND & STRUCTURES n n 0 0 .. 0 n
GRANTS CLAIMS n 0 0 n 0 n
MISCELLANEOUS P 0 .0 n 0 B
TOTAL OPERATING 0.00 0.00 0.00 0.00 0.00 0.00
CAPITAL 0 0 n 0. v 0 0
REVENUE n . 0 n n fi n
FUNDING: (Thousands of Dollars)

GENERAL FUND 0 0 n 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER n 0 0 n _ 0 n
TOTAL o on n no non 0 on 0 00 n no
POSITIONS:
FULL-TIME n n n Moveens n n
PART-TIME n n n . .0 0 n
TEMPORARY n n n n o n
Estimate of current vear impact: None
ANALYSIS: (Attach a separate page if necessary.)

See attached note
PreDared Bv: _ o Phone: 465-3355
Division: Medical Assistance £ i Date: ™ -q r-o7
AoDroved v Commissioner;,  \ | vi*fehie—
Aaencv: Health and Social Serviced? ' Date:

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor OMB, & Impact Agency(ies).
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FISCAL NOTE ATTACHMENT 2-25-91

SB 74

We believe it is the 1intent of SB 74 at Sec. 21.55.300(b) that
coverage under the plan proposed by this bill would cease when
Medicaid eligibility was found to exist. We recommend, if this is
correct, that this section be amended to specifically exclude
Medicaid recipients from coverage in order to prevent confusion on
this point. In our view, it would make little fiscal sense not to
exclude the few Medicaid recipients who would qualify as "high
risk™ state plan eligibles, as each person who has, if even for a
short period of time, overlapping dual coverage would result 1in
the state plan making some payments in lieu of Medicaid payments.
This would produce small Medicaid program savings, but would result
in the 1loss of the 50% federal funds employed 1in the Medicaid

program.

Even 1if this assumption 1is correct, there may be a very small
number of persons, possibly fewer than 200 per year, for whom the
plan may pay for medical expenses which could have been paid for
by Medicaid. Medicaid provides for coverage of unpaid medical
bills for a period of up to three months prior to the month of
application, provided that the recipient would have been eligible
in any of those months and that unpaid bills exist for covered
services provided in that month. Anyone who had bills paid by the
plan during this retroactive Medicaid period would not have
Medicaid payment for these bills.

The Medicaid application provides none of the information that is
necessary to determine whether a recipient would be a plan
eligible, and even if it did, we would be wunable to accurately
assess the average costs such potential dual eligibles might shift
from Medicaid to the plan. Therefore, this fiscal note presents
no calculation of potential savings from this cost shift.
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Alaska State Legislature

Senate
Official Business Pouch V
Slate Capitol
Juneau, Alaska 99811

MEMORANDUM

TO: senator Pearce, Chair RE: sB 73 &SB 74

Senate Labor & Commerce Health Insurance
FR: senator Kerttula D: May 1, 1991

Thank you for postponing the recent hearing for SB 74.
would appreciate it if you would reschedule SB 73 and SB 74. Thank

you very much.

JK:kh
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Alaska State Legislature

Senate Pouch V
State Capitol
Official Business Committee on Sinance Juneau, Alaska 99811
MEMORANDUM
T0: Sen. Pearce, Chair SUBJ: Senate Bill 74-
Senate Labor and High Risk Ins.

Commerce Committe

FROM: Senator Jay Kerttula ATE: April 9, 1991

| would appreciate it if you would reschedule Senate Bill 74,
establishing a high-risk health insurance pool.

| have been contacted by many individuals who are desperate
for the opportunity to purchase health insurance. Some of these
Alaskans are considered high-risk, and therefore uninsurable,
because of disease - lupus, cerebral palsy, diabetes, PKU. Some of
these Alaskans are considered high-risk, and therefore uninsurable,
because they have developed a medical condition such as a heart
murmer. Many elderly would also benefit from a high-risk health
insurance pool. Many of the people who contacted me were informed
of Senate Bill 74 by insurance agents.

As you know, Senate Bill 74 is based on model legislation
which has been approved by 24 states, and would require all health
insurance companies to join a health risk pool. Senate Bill 74
currently places a cap on the high-risk premium of 125 percent of
the "average" health insurance premium in the state.

| am aware that the 125 percent provision is opposed by
insurance companies. | would support raising the cap to 200
percent. This would ensure financial viability of the plan - the
pool would have the flexibility to raise the price of their premium to
correspond to the claims paid. Attached is analysis from an Indiana
actuary concluding that the typical mature plan in other states is
financially viable with a premium price around 140 percent of the
average health insurance premium.



>«ag

Senator Drue Pearce
April 8, 1991
Page Two

| do not support a tax offset for the assessments on the
insurance companies for the cost of the pool. | feel that tax offsets
are generally poor public policy. In addition, | believe that a tax
offset is unnecessary since we have every reason to believe that
claims can be handled within the flexibility of a 200 percent

premium cap.

| appreciate your consideration of this request.

JK:kh



Alaska State Legislature

SENATE
Official Business P.O. Box V
State Capitol
MEMORANDUM Juneau, Alaska 99811
T0: Senator Drue Pearce, Chair
Senate Labor and Commerce
Committee
FROM: Senator Jay Kerttula
SUBJ: Senate Bill 74 -

High Risk Health Insurance

DATE: January 30, 1991

I would appreciate your scheduling Senate Bill 74, establishing
a high-risk health insurance bill.

This bill, which is based on model legislation which has been
approved by 24 states, would require all health insurance companies,
hospitals and medical service corporations (that offer subscriber

contracts for major medical coverage) to join a high risk pool. All
state residents who are "high risk" would be eligible for insurance
through this pool, at a 'reasonable rate."” Other states place a limit

on the amount of premiums of between 125 percent and 200 percent
of the "average" health insurance premium in the state. Alaskans
who have had their health insurance terminated once they have
become "high risk" would be eligible for this health insurance, also.

Costs: In theory, premiums cover the majority of claims paid
by the pool. In practice, however, premiums are generally
insufficient, because of a premium cap, and the poor health status
of the insured. A 1988 GAO study concluded that for every $1.00
received in premiums by the current operating pools, $1.60 is paid
out in claims. This bill takes the approach taken in most states
with pools -- to assess the pool members the excess costs in
proportion to their share of tne state health insurance market.
Experience in most states indicates that plans lose money over the
course of a year. While losses can at times be large, the cost has



been in the range of 1 percent of the total amount of premiums
collected from all health insurance policies sold in those states.

| have attached further information. | appreciate your
consideration of this bill.



Information provided by Senator Kerttula:

SENATE BILL 73 and SENATE BILL 74
BACKGROUND

The common goals of Senate Bill 73 and Senate Bill 74 is to
expand insurance coverage among Alaskans through a combination of
forming new large groups of insured, lowering insurance costs and
public and private subsidization of a portion of premium costs for
low income Alaskans. Other states' initiatives to expand health
insurance coverage have focused on the same three approaches which
are structured in SB 73 and SB 74.

1) Forming new large groups or including more people in
existing groups, under the assumption that the same insurance
product will be less costly and more accessible in a large group than
in a small one. Some state insurance pools provide comprehensive
coverage, some offer catastrophic protection only. Senate Bill 74
would establish a high-risk health insurance pool.

2) Public or private subsidies to further reduce costs for the
individual employer or employee.

a) Private Subsidy: One very common form of private
subsidy in state and local initiatives is substantial discounting by
providers. For example, hospitals in Flint, Michigan have reportedly
agreed to accept 20 percent less than the customary Medicaid
reimbursement levels for their Health Care Access Project. Senate
Bill 73 has a provision authorizing the Health Insurance Authority to
contract with hospitals for lower rates.

b) Public Subsidy: While private subsidies and
donations can lower premium costs somewhat, the sizeable gap
between the cost of coverage and the available resources of
currently-uncovered workers (and their employers) has led many
developers of state and local initiatives to conclude that it will be
impossible to make a real dent in the employed uninsured problem
without using public subsidies. For example, in Maine's Robert Wood
Johnson Foundation-funded program, the state will provide subsidies
for small employers unable to meet the full cost of premiums, and
will also subsidize the premiums of individual enrollees, using a



sliding fee scale based upon income and assets. SB 73 takes the
sliding fee scale approach.

3) Changing the Product or its Delivery to design a special, less
expensive, product or delivery mechanism in order to make coverage
more accessible to employers and their workers.  One approach is to
focus on primary and preventative care, omitting or discouraging
more expensive services such as inpatient care. The rationale is
that providing preventative and primary care is less expensive, and

will result in healthier patients. Plans in Alabama, Denver, and
Utah emphasize preventative or primary care, but offer inpatient
care as well. For example, the Denver plan is expected to provide

broad primary care coverage. This is an approach taken in Senate
Bill 73.

The major advantage of a plan which restricts coverage to
special products is that it can be much less expensive than a
traditional comprehensive package. For those who cannot afford the
higher premiums associated with a richer package, a limited product
plan with low cost premiums may be the answer.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

P.O. Dm Y. Juneau, Alaska 99811 Deliveries to: 240 Main Street
(907) 465-3807 or 465-2450 Court Plaza. Room 500
PAX <907) 465-2029 Mail Stop 3101

MEMORANDUM January 24, 1991
SUBJECT: Pooled Health insurance - SB 74
T0: Senator Jay Kerttula
FROM: M|ch?e|F Ford
Legisiative Counsel

The following is a sectional analysis of SB 74:
Section 1- Purpose.

Section 2

Sec. 21.55.010 - Establishes th comg rehensive healh msu ance association and
provides that membership in the association consists of certain insurers.

Sec. 21.55.020 - Establishes, the QOard fdnectorsof the health insurance association
and provides for voting rights o mem

Sec. 21.55.030 - Establishes the general powers of the association.

Sec. 21.55.040 - Requires the association to submit a plan of operation. Establishes
spemﬂmems that (ﬂhe p?an 0f operation mustbmcfap p

Sec. 21.55.050 - Exempts the association from the Administrative Procedure Act.

N 2]155 060 - Proyides ha the association Is exempt from taxation, except for taxes
on real or personal property.

Sec. 21.55. 1&0 Requires t he assomano aE Insu anc available to resjdent %who
are h|gh [15KS. S cmes ﬁ type of § tible to eo fered and reqm es that a
medicdre supplenent planaso provide to certain residents.



Senator Jay Kerttula
January 24, 1991
Page 2

ec. 21.55.110 - Establishes the. minimum benefits that must be offered under a state
}Sw ,lt,% insurance plan. Estab%s[ﬂes 3 max?mum Itn‘ett|me beneﬂt of %1,000,000 per

Indvidual.

SeC., 21.44.1?0 - Establishes the deductible and copayment amounts for a state health
Insurance plan.

Sec. 1.5?.13,0 - Limits the use of a preexisting condition to exclude coverage under
state health insurance.

Sec. 21.55.140 - Establishes that certain care and benefits are not covered.
Sec. 21.55.150 - Provides that P[emium, rates for state health insurance may not Be
excessive, Inadequate, or unfairly discrimmatory, Re((]juwe,s that premium Tates be

ased on téwea e and 9eographic location of the“insured. Limits the amount that can
e charged as a premium,

Sec. 21.55.200 - Establishes criteria for selection of a writing carrier.

Sec.,él.S?.ZlO,- Erovides the duties to be performed by the writing carrier and
provides Tor reimbursement of expenses.

SeC, ?b1'55'ﬁ2 Provides for enrollment, for sharing losses, and for determining each

member's agihty.
tate resid?nt who_is 4 high risk s eliqible to enroll

Sec. 21.55.300 - Provides that a st
In the state nsurance plan. Prohibits enrollment if othercoverage exists.

Sec,.21.55.310 - Specifies the procedure for enroliment and the contents of the
application,

ggcd a2y13.55.320 - Requires acceptance or rejection of an enrollment application within

Sec. 21.55.330 - Establishes the date that insurance will become effective.

Sec. 21,55.34( - Requires the e}ssociation Ao soucit elirqaible pTrsons for enrollment, by
Increasing public awareness of the state health Insurance plan.

Sec. 21.55.400 - Establishes the duties of the director of the division of Insurance.
Sec. 21.55.410 - Provides that the state is not liable for acts of the association.

Sec. 21.55.500 - Definitions.



Senator Jay Kerttula
January 24, 1991
Page 3

Bec}wnB Fie s the association to make insurance available to eligible residents
anuary
Section 4 - Effective date,

MFF:EI
91-024.plm



February 26, 1991
Drue -

Had a meeting with Gordon Evans & Jan Meisel yesterday. One of
the bills we discussed was Kerttula®s SB74, Pooled Health
Insurance.

They say its patterned after Coghil.l*s SB 304 from last year.
That passed out of L&C 4DP and HES 5NR.

Thay have four concerns:
1. State plan premium maximum is lowered from 150% to 125%

of average of 5 estimates, (pg 8, In 17)

2. Deductible lowered from $1,000/%$5,000 to
$200/$500/%$1,000. The industry considers these deductibles to be
too low. (pg 5, In 26)

3. Includes a Medicare supplemental coverage section that
is considered to unnecessary.(pg 3, In 27)

4. National Association of Insurance Commissioners 1is ¢
the verge of adopting new regulations, should be in next 6
months, which will override this legislation. Would like amended

effective date.



SB 73

Health 1insurance authority 1in Commerce
Provides health insurance for uninsured only.
Board of Directors
Commissioner of Commerce
Commissioner of H&SS
Director of Insurance
Insurance industry rep
Provider rep
Enrollee reps?
Executive and Deputy Executive Directors 1in exempt service and
employees.
Design healthcare package
Purchase managed health care package
Provide healthcare group plans
Allow PFD checkoff for premium pmts.
Coverage required; " " n + C.
acute hospital care
in/out patient physician services
diagnostics & screening tests
preventive care
pre-natal & well baby care
Pedically necessary emergency SvVCS
Subsidized premiums for small employers
Creates HI reform commission
Membership:
Nonprofit hosp rep
Dept of Law employee
health care consumer rep
health maintenance org rep
chair apptd by Gov (unspecified catagory)
Sunsets 11/15/92

f-1tfa’'i



SB 74

Creates HI Association
Membership:
Hospitals & service corps offering major med coverage
Insurers offering major med on expense 1incurred basis
Mandatory membership
Board of Directors seven members of association.
Weighted votes based on fees and/or premiums
Mandatory plan of operations
Exempt from Admin Procedures Act
Tax Exempt
Must offer high risk HI
Must offer Medicare supplement
Lifetime max of 1mm
hospital services
no dental or mental but all other administered by doc
nurse
mental diag or treatment up to $4m per year
legend drugs
nursing facility up to 120 days
home health agency service including terminal 1ill
hospice service - six month max
radium or other radioactive
chemotherapy
oxygen
anesthetics
prothesis
medical equipment
X rays & lab tests
oral surgery
physical therapist
ambulance services
drug & alcohol treatment - 45 days
alternative inpatient services
second surgical opinions
other doctor prescribed services
varied deductibles and double credited deductibles
special pre-existing condition provisions
services not covered:
conditions covered by worker®s comp or other coverage
cosmetic surgery
travel not previously covered
private rooms
charges exceeding usual & customary
services not medically necessary
unlicensed services
service government covered
custodial care
services performed because of presence of insurance
eyeglasses, contacts or hearing aids
dental care not previously covered
related registered nurse
experimental services

of



uncharged services
premiums may not exceed 125 of usual and customary average rates
provisions for writing carriers
Operation of plan provides for year end assessment but excess
premiums are held in trust
everyone with no health insurance coverage 1is eligible
plan may be advertised
State not liable



