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A m e n d m e n t  History of S B  104

Senate Finance:

T w o  a m e n d m e n t s  were added to S B  104 in Senate Finance.

The most significant a m e n d m e n t  was the a m e n d m e n t  to include the m i n i m u m  

fe'‘ 1 standards in the Health Insurance Portability and Accountability Act of 

nnedy/Kassebaum legislation). T h e s e  m i n i m u m  standards m u s t  

bee e effective in A l a s k a  b y  July 1. 1997. If these provisions are not 

enacted in this legislative session the federal Department of Health and H u m a n  

Services will take over regulation of these standards in individual and group 

health insurance market in Alaska. The a m e n d m e n t  added almost 50 pages to the 

bill. However, the provisions in this a m e n d m e n t  m a k e  only the m i n i m u m  

required changes in order to meet the m i n i m u m  federal standards, (note section 1 

of version C S S B  104(FIN) a m  outlines the specific sections in the bill relating to 

this amendment)

The other a m e n d m e n t  w a s  sponsored by Senator Donley and has the effect of 

establishing the payment priority for liability and physical d a m a g e  under 

automobile policies for rented motor vehicles, (note this a m e n d m e n t  is in section 

109 of version C S S B  104(FIN) am)

Senate Floor:

T w o  a m e n d m e n t s  were added to C S S B  104(FIN) on the Senate floor.

O n e  a m e n d m e n t  w a s  sponsored by Senator Donley. The a m e n d m e n t  modified the 

underinsured/uninsured motorist coverage provisions to require that coverage for 

uninsured and underinsured motorists be provided even if the limits of liability 

bonds and policies that apply have not been used up by payments, judgements or 

settlements. This a m e n d m e n t  is in sections 114 and 115 of version C S S B  

104(FIN) am.

Another a m e n d m e n t  w a s  sponsored by Senator Duncan. T h e  a m e n d m e n t  allows 

an insured to exclude a relative or person living in the s a m e  household as the 

insured from their automobile insurance coverage. This a m e n d m e n t  is in section 

113 of version C S S B  104(FIN) am.

H o u s e  Finance:
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O n e  a m e n d m e n t  w a s  sponsored by Senator Donley. This a m e n d m e n t  w a s  m a d e  in 

order to correct the a m e n d m e n t  also sponsored by Senator Donley which was 

added on the Senate floor relating to underinsured/uninsured motorist coverage. 

This a m e n d m e n t  clarifies the intent of the sponsor which is that underinsured 

motorist coverage be excess coverage. This m e a n s  that an injured party would be 

entitled to collect the m i n i m u m  of the actual a mount of d a m a g e  or the s u m  of the 

injured party's coverage and the underinsured motorist's coverage. This 

a m e n d m e n t  is in Sec. 114 and 115 of H C S  C S S B  104(FIN).

The other a m e n d m e n t  w a s  requested by Mike Lessmeier representing State F a r m  

Insurance. The a m e n d m e n t  changes the time period for maintenance of records 

from 10 years to 5 year.

Tw o  amendm ents w ere  made to CSSB 104(FIN) am in  House F inance .
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This bill was requested by the  Division of Insurance and contains num erous 
provH ons th a t will enhance the  effectiveness, efficiency and quality  of insurance 
regulation for the A laskan consum er and industry. The m ajority of the provisions 
in th is bill im plem ent the  m inim um  federal standards for individual and group 
health  insurance plans as established under the federal H ealth  Insurance 
Portability  and Accountability Act of 1996 (commonly referred to as the 
Rassebaum /Kennedy bill) which m u s t  b e co m e  e ffec tiv e  in  A la sk a  b y  J u ly  1 , 
1997. If  these provisions are  not enacted in  th is legislative session the  federal 
D epartm ent of H ealth  and H um an Services will take over regulation of these 
standards in individual and group health  insurance m arket in Alaska.

S u m m a ry  o f th e  fe d e ra l  H e a lth  I n s u ra n c e  P o r ta b il i ty  a n d  A c c o u n ta b il i ty  
A ct o f  1996 m in im u m  s ta n d a r d s  in  th is  b ill:

• In A ugust 1996 the  H ealth  Insurance Portability  and Accountability Act of 
1996 was signed into federal law. The Act received wide b ipartisan  support 
in Congress and m any organizations including the Am erican Medical 
Association, the  Independent Insurance Agents of America, U.S. Cham ber of 
Commerce, Am erican Hospital Association and m any others.

The federal law establishes m inim um  standards for all individual and group 
health  care plans th a t m ust become effectr e Ju ly  1 , 1997. These s tandards 
ensure th a t  health  coverage is portable, available and renew able for m any 
individuals.

• I f  A la sk a  fa ils  to  e n a c t  th e  f e d e ra l  re fo rm s  o r  o th e rw is e  p ro v id e  fo r  
e n fo rc e m e n t o f  th e  f e d e ra l  re fo rm s , th e  fe d e ra l  g o v e rn m e n t w ill 
e n fo rc e  c o m p lia n c e  in  A la sk a  b e g in n in g  J a n u a r y  1, 1998.

Alaska has the option to im plem ent an a lternative to the  m inimum 
individual health  insurance s tandards in the federal law. This legislation 
provides for the necessary am endm ents to the insurance code to im plem ent 
such an alternative  as well as o ther am endm ents necessary to im plem ent 
the m inim um  group reforms.

• This bill provides for a federally acceptable a lternative by modifying the 
eligibility requirem ents for the Com prehensive H ealth  Insurance 
Association(CHIA). This a lternative  is the least d isruptive to A laska’s small 
individual health  insurance m arket.

• A lte rn a tiv e ly , w i th o u t  th is  le g is la t io n  th e  m o re  r e s t r ic t iv e  fe d e ra l 
in d iv id u a l  m a r k e t  re fo rm s  w ill b e  e n fo rc e d  o n  a h  h e a l th  in s u re r s  
w r i t in g  b u s in e s s  in  th e  A la sk a  in d iv id u a l m a rk e t  in c lu d in g  th e  
CHLA

• By the required federal deadline of April 1, 1997 A laska filed w ith the U.S.

S p o n s o r  S t a t e m e n t
H C S  C S S B  104(FIN)



D epartm ent of H ealth  and H um an Services th a t it in tends to enact the  
necessary legislation to provide an  a lternative.

• T h e  m in im u m  s ta n d a r d s  p ro p o s e d  in  th is  b ill h a v e  w id e  s u p p o r t  by
b o th  in s u r e r s  a n d  c o n su m e rs  a n d  r e s u l t  in  n o  a d d i t io n a l  c o s t to  th e  
s ta te .

• A g a in , i f  A la sk a  w a n ts  to  a v o id  f e d e ra l  r e g u la t io n  o f  th e  h e a l th  
in s u r a n c e  m a r k e t  in  A la sk a , le g is la t io n  m u s t  be  p a s s e d  in  th is  
s e ss io n .

T h e  m is c e lla n e o u s  in s u ra n c e  p ro v is io n s  in  th is  b ill  w ill:

• E stab lish  procedural requirem ents designed to ensure th a t  insu rers 
conducting the  business of insurance in  th is s ta te  are solvent, records are  
properly m aintained, and appropriate reports are  m ade to the  division.

E lim inate unintentional barriers to companies seeking to tran sac t business 
in th is  s ta te

Clarify licensing s ta tu tes  which are  consistent w ith child support 
enforcem ent legislation enacted in  1996

Require in su rers and licensees to report any suspected producer defalcation 
or em bezzlem ent inm m ediately to the  director.

• Require in su rers to report any pertinen t corporate changes.

• Clarify jo in t insurance arrangem ent reporting  and risk  based capital filings

Require insurers to m aintain  records a t  its  principal place of business 
regarding assets, transactions, com plaints and other corporate affairs for all
lines of business

• E stab lish  m inim um  reserve and prem ium  ra te  s tandards for all health  
in su rers  thereby providing for a more level playing field in the  health  
insurance m arket in A laska as well as elim inating archaic hospital and 
m edical service corporation health  reserve standards.

Add stop-loss insurance to the definition of health  insurance in  order to 
allow life and health  insurers to w rite th is coverage in the  sta te . U nder 
cu rren t law only property and casualty  insurers m ay w rite th is  coverage.

• Provide th a t  the superior court shall review and adopt the  receiver's report 
on claim s by using the  substan tia l evidence standard  and extend the  period 
for disapproving claims to 120  days, which vvill reduce litigation over claims 
and expedite the closure of a  receivorship estate.



Establish the payment priority for liability and physical d a m a g e  under 

automobile policies for rented motor vehicles.

Allow an insured to exclude a relative or person living in the s a m e  

household as the insured from tl.eir automobile insurance coverage.

Modify the definition of underinsured motor vehicle in order to provide that 

a party injured by an underinsured motorist would be entitled to collect the 

m i n i m u m  of the actual amount of d a m a g e  or the s u m  of the injured party's 

coverage and the underinsured motorist's coverage.



s ' -  s  * y

SEC TIO N A L ANALYSIS 
H C S CSSB 104(FIN)

S e c tio n  1. PU R PO SE . The purpose of sections 3, 11, 12, 31-34, 43-57, 59-90, 99-102, 108, 
111-112, 115-119, and 122 of th is Act is to im plem ent the  m inim um  federal standards for 
health  care insurance enacted under P.L. 104-191 (H ealth  Insurance Portability  and 
Accountability Act of 1996).

Sec. 2. AS 21.06.030. D e p u tie s  a n d  a s s is ta n ts .
This section reaffirm s th a t persons participating  on division advisory committees do not 
receive paym ent for transporta tion  or per diem expense. The Division of Insurance has 
routinely secured public inpu t on insurance regulatory issues using a variety  of advisory 
committees. Volunteers, including m any insurance professionals providing technical 
input, have served w ithout com pensation from the sta te , recognizing th a t if transportation  
or per diem expenses were paid by the division the costs would be passed back to them  
through higher licensee fees or h igher insurance prem ium s reflecting increased 
adm inistrative costs. The possibility th a t paym ent m ight be required under AS 39.20.180 
has recently been brought to the  division’s a tten tion .

Sec. 3. AS 21.06.085. U n ifo rm  d a ta  a n d  p ro c e d u re s  fo r  h e a l th  c la im s.
The changes to th is section m ake the  term s consistent w ith the newly defined health  
insurance te im s under the federal law(HIPAA)

Sec. 4. AS 21.06.110. D ire c to r 's  a n n u a l  r e p o r t .
Updates inform ation required to be included in the division’s annual report to reflect 
current practices regarding issuance of certificates of au thority  and prim ary regulation of 
domestic insurers.

Sec 5. AS 21.06.160(a). E x a m in a tio n  C ost.
Clarifies th is subsection to allow the calculation of a reasonable per hour charge for 
exam ination services to include approxim ated division overhead expenses such as word 
processing services, facilities and supplies, com puter system s, etc. and th a t out-of-pocket 
expenses including travel costs shall be paid by the  person being examined.

Sec 6 . AS 21.09.210(b). P re m iu m  T ax  P a y m e n t - A d m itte d  In s u re r s .
Allows the director to determ ine the m ethod of paym ent of prem ium  taxes to reflect 
technology changes such as electronic paym ents and to collect prem ium  taxes quarterly.

Sec 7. AS 21.09.210(d). P re m iu m  T ax  P a y m e n t - A d m itte d  W et M a rin e  a n d  
T ra n s p o r ta t io n  In s u re r s .
Allows the director to determ ine the m ethod of paym ent of prem ium  taxes to reflect 
technology changes such as electronic paym ents and to collect prem ium  taxes quarterly.

Sec 8 . AS 21.09.245. A m e n d m e n ts  to  C e r t i f ic a te  o f  A u th o r i ty .
This is a new section th a t requires an authorized in su rer to file w ith the division within

1 M ay 1 1997 (9 :25am )



30 days a  nam e change, domiciliary s ta te  change, or other inform ation on its  certificate of 
authority. Am endm ent to the in su re r’s articles of incorporation or bylaws, a change of 
business address or phone num ber, and  other inform ation as designated by the director 
m ust be filed w ithin 90 days, and  provide for penalties for noncompliance.

Sec 9. AS 21.09.320. M a in te n a n c e  o f  R e c o rd s .
This new section identifies which records are  required to be kept by adm itted  insurers 
domiciled in another state . Retention tim es are specified. Domestic insurers are subject 
to existing and unchanged provisions. The lack of requirem ents for other adm itted  
insurers has impeded the division’s regulatory oversight including exam inations and other 
investigations.

Sec 10. AS 21 .12.020(a)(4)(A )(iii). A c c re d ite d  R e in s u re r  Q u a lif ic a tio n s .
This section removes a requirem ent for a certification of in su rer solvency from an 
insurer’s domiciliary regulator because some foreign countries do not provide such 
certifications. Certification will still be required from the in su re r’s public accountant.

Sec. 11. AS 21.12.050. H e a lth  in s u r a n c e  d e f in e d .
This section defines "health care insurance" which is consistent w ith the  definition of 
"health insuance coverage" in P.L. 104-191 adding Sec. 2791(b) (42 U.S.C. 300gg*91(b)). 
The federal definition differs from the cu rren t s ta te  definition and since A laska's 
definition is more broad, the federal definition was defined as a  subset of the  A laska 
definition. This section all adds stop loss insurance to the  definition of health  insurance to 
affirm th a t life and health  insurers a re  perm itted  to w rite stop loss coverage.

Sec 12. AS 21.12.050.
Definition of health  care insurance and stop-loss insurance as referenced in Sec. 1 1  AS
21.12.050.

S e c tio n  13. AS 21.14.010(a). R isk  B a se d  C a p ita l  F ilin g .
Clarifies th a t a domestic in su re r m ust subm it its  risk  based capital report to the  director 
w ithout a specific request.

S e c tio n  14. AS 21.14.200(18). R isk  B a se d  C a p ita l  In s t ru c t io n s .
Clarifies th a t instructions can be adopted by order of the  director after an open m eeting 
since the complexity of the calculation, its continual refinem ent, and in su rer need for 
nationwide consistency, regulations are  an inappropriate  way to provide instructions to 
insurers.

S e c tio n  15. AS 21.18.050(4). C a p ita l  s to c k  a n d  l ia b i l i t ie s  c h a rg e d  a g a in s t  a s se ts . 
Requires th a t the  m inimum reserves for health  insurance established in AS 21.18.080-
21.18.086 be charged against an in su re r’s adm itted  assets for the purpose of determ ining 
the in su re r’s sta tu to ry  financial condition.
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S e c tio n  16. AS 21.18.080. R e se rv e  s ta n d a r d s  fo r  h e a l th  in s u ra n c e .
Adopts a more well defined and appropriate s tandard  for m inim um  reserves for health  
insurance. Requires th a t reserve adequacy be determ ined by a gross prem ium  valuation 
considering the  sum of policy reserves, claims reserves, and prem ium  reserves established 
ur.der AS 21.18.082-AS 21.18.086.

S e c tio n  17. N ew  se c tio n s  a r e  a d d e d  to  p ro v id e  fo r  m in im u m  h e a l th  in s u ra n c e  
re s e rv e  s ta n d a rd s .

AS 21.18.082. P o lic y  re s e rv e s  fo r  h e a l th  in s u ra n c e .
This section defines which policies require a policy reserve and how to calculate the 
reserve based on m inimum standards rela ting  to in te res t ra tes, policy term ination, 
morbidity, and reserve method.

AS 21.18.084. C la im  re s e rv e s  fo r  h e a l th  in s u ra n c e .
This section establishes th a t claim reserves a re  required for all incurred and  unpaid 
claims, including associated expenses, on health  insurance policies.

AS 21.18.086. P re m iu m  re s e rv e s  fo r  h e a l th  in s u ra n c e .
This section establishes premium reserve requirem ents th a t include standards for 
accounting, discounting, methodology, and m inim um s levels of unearned prem ium  
reserves as they rela te  to policy reserves.

S e c tio n  18. AS 21.21.410. C u s to d ia n  A g re e m e n ts .
Requires th a t  a w ritten  agreem ent exist between an  in su re r and the custodian of its 
assets, securities, or investm ents. The agreem ent m ust require th a t the custodian will 
indemnify for losses if loss resu lts from theft, m ysterious disappearance, dam age or 
destruction, or negligence or dishonesty of the custodian’s officers, employees, or agents. 
The agreem ent m ust require the custodian to prom ptly replace an asse t or value of the 
asset. A bank, tru s t company, or securities firm m ay serve as custodian if authorized by 
the insurer and approved by the director.

S e c tio n  19. AS 21.27.010(f)(2)(B). L ic e n se  r e q u ir e d .
Editorial revision to m ake “or” the appropriate connector consistent w ith identical 
language in (g)(1 ) of the  section.

S e c tio n  20. AS 21.27.010(1). A tto m e y -in -fa c t L ic e n se  E x e m p tio n .
Clarifies th a t an attorney-in-fact of a reciprocal in su rer who m eets the qualifications to be 
exempt from licensure as an  attorney-in-fact is not required to be licensed under AS 21.27 
as a m anaging general agent.

S e c tio n  21. AS 21.27.040(a). A p p lic a tio n  fo r  L icen se .
Codifies cu rren t procedure th a t requires an applicant to certify under oath th a t the 
information provided on a license application is tru e  and correct.

3 May 1, 1997 (9:25ain)



Section 22. A S  21.27.370(b). S h a r e d  C o m m i s s i o n s .

Reaffirms that an unlicensed person m a y  not share or receive a commission or any form of 

remuneration for business transacted in this state, nor m a y  a licensee share commission 

or other form of remuneration with an unlicensed person.

Section 23. A S  21.27.390(b). T e m p o r a r y  License.

Conforms A S  21.27 with the requirement to issue a temporary license under A S  25.27.244 

(Welfare Reform).

Section 24. A S  21.27.405(b). Investigation; cease a n d  desist order.

Updates procedures to allow the director the flexibility to provide service of notice to a 

person in the most effective and efficient way.

Section 25. A S  21.27.440(a). Fines.

Provides authority for the director to fine an unlicensed person w h o  illegally transacted 

the business of insurance and received a commission or other form of remuneration.

Section 26. A S  21.27.640(b)(5)(D). T h i r d  P a r t y  Administrator License 

Application.

Gives a third-party administrator applicant an option to submit certified financial 

statements for its period of operation if operations have been for less then two years in 

order to remove a barrier to start up operations for an applicant w h o  would otherwise be 

qualified to act as a third-party administrator.

Section 27. A S  21.34.040(c)(4). U n a u t h o r i z e d  Insurers - L l o y d’s Syndicates.

Establishes solvency requirements for each syndicate or insurer of Lloyds or a similar 

operation.

Section 28. A S  21.34.040(c)(5). U n a u t h o r i z e d  Insurers - Insurance E x c h ange.

Establishes solvency requirements for each syndicate of an insurance exchange created by 

the laws of another state.

Section 29. A S  21.34.180(b). P r e m i u m  T a x  P a y m e n t  - Unauthorized.

Allows the director to determine the method of payment of p r e m i u m  taxes to reflect 

technology changes such as electronic payments and to collect p r e m i u m  taxes quarterly.

Section 30. A S  21.34.190(a). U n a u t h o r i z e d  Filing Fee.

Clarifies that the one percent fee on gross p r e miums is calculated on the gross premiums 

reported on the statement of surplus lines tax required under A S  21.34.180(b), which has 

been a m e nded to allow the director to require reporting more often than annually.

Sec. 31 - Sec. 34., Sec. 43. - Sec. 56. R e q u i r e d  C o v e r a g e s  or Offers of Coverage.

References to health insurance tei*ms in these sections were changed to be consistent with 

the n e w  definitions, "health care insurance" in A S  21.12.050 and "health care insurer" in
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AS  21.54.900.

Use of the  term s "health care insurance plan" and "health care insurer" generally clarifies 
th a t the applicability of these sections include MEWAs and, in th ree  provisions, HMOs. 
This results from the use of the  term  "health care insurer" which is defined very broadly 
to include all entities th a t tran sac t health  care insurance. Note th a t  the  definition of 
"health care insuran  e plan" excludes lim ited benefit policies and supplem ental coverages. 
In the cases w here the  provision is to apply to these types of policies i t  is explicitly added.

The changes to these sections were in tended to m ake the  sections consistent w ith each 
other in term s of applicability and w ith the  newly defined health  insurance term s under 
the federal law.

Note that:
Sec. 43. AS 21.42.345 was modified to conform w ith the  m inim um  federal 
s tandards p u rsuan t to P.L. 104-191 am ending the  Public H ealth  Service Act 
(PHSA) to add Sec. 2701(f) (42 U.S.C. 300gg(f)) regarding enrollm ent periods for 
dependents. The curren t provision applies to both individual and  group plans while 
the federal law applies only to group plans. However, for sim plicity the  changes 
m ade to conform to the federal law were m ade to both individual and group 
policies.

Sec. 45. - Sec. 46. AS 21.42.347 rela ting  to costs of childbirth was modified to 
conform w ith the  m inim um  federal s tan d ard s p u rsuan t to P.L. 104-191 adding Sec 
2751 to PHSA (42 U.S.C. 300gg-51).

Sec. 35. AS 21.36.185. M a in te n a n c e  o f  c o m p la in t  h a n d lin g  re c o rd s .
Establishes a requirem ent based on the NAIC Model U nfair T rade Practices Act for an 
insurer to m aintain  records regarding the com plaints it  receives. The record will assist 
the division in evaluating an insurer's consum er practices.

Sec. 36. AS 21.36.240. F a i lu r e  to  re n e w .
Clarifies th a t an  insurance policy m ay only be non-renewed on its annual anniversary.
This only applies to personal property and casualty  insurance.

Sec. 37. AS 21.36.290. P o lic y  p e r io d .
In conjunction w ith AS 21.36.240, clarifies th e  annual policy period and assures th a t ra tes 
for personal auto insurance m ay only be changed once every 6 m onths, even if  the policy 
is w ritten  for a shorter tim e period.

Sec. 38. AS 21.36.390. N o tic e  to  d ir e c to r .
Adds a requirem ent th a t  in su rers and other licensees report producer defalcations, 
embezzlements, or violations to the director in m uch the  m anner as curren tly  is required 
for reporting claim fraud. Lack of tim ely reports to the division has resulted  in situations
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in which harm  to the public or other insu rers has been exacerbated. Requires licensees as 
well as in su rers to report fraudulen t claims.

Sec. 39. A S  21.39.045(b)-- Risk classification: construction industry.

Clarifies th a t th e  credit scale recognizing differences in wages paid applies only to the 
construction industry.

Sec. 40. A S  21.42.130(5). Disapproval of forms.

Clarifies th a t ra te s  for individual hea lth  insurance are not subject to approval consistent 
w ith cu rren t s ta tu te s  th a t do not provide a m echanism  or guidelines for such ra te  review.

Sec. 41. A S  21.42.205. Coordination of benefits.

Requires th a t benefits provided under health  insurance contracts be coordinated. This 
coordination is applicable only when an  individual is covered under more th an  one health  
insurance contract.

Sec. 42. A S  21.42.265. Effective date of coverage.

Clarifies th a t  insurance coverage changes required by a law change become effective a t 
renewal unless the  law provides an  earlier effective date for the  changes.

Sec. 57. Sec. 21.53.090. R e q u i r e d  regulations.

U nder federal law long term  care contracts w ith certain  federally defined characteristics 
may receive favorable tax trea tm en t. Since th is creates a  separa te  class of long term  care 
policies and need for additional protections, the  am endm ents to th is section expand the 
director's au thority  to write specific regulations for th is purpose.

Sec. 58. A S  21.54.015. R a t e  requirements.

Requires th a t ra tes for group health  insurance contracts not be excessive, inadequate, or 
unfairly discrim inatory to provide a consistent s tandard  for all group health  insurers.

Sec. 59.

This section adds several new sections to AS 21.54 to conform w ith the m inim um  federal 
standards for health  care insurance in the  group m arket as follows:

Sec. 21.54.100. Unfair discrimination.

This section is added to conform w ith the  m inim um  federal s tandards p u rsuan t to 
P.L. 104-191 adding Sec. 2702 to PHSA (42 U.S.C. 300gg-l) regard ing  unfair 
discrim ination in the offer of or enrollm ent under a health  care insurance plan.
Sec. 21.54.110. Preexisting condition exclusion.

This section is added to conform w ith the m inim um  federal s tandards pu rsuan t to 
P.L. 104-191 Sec. 2701(a)-(b) to PPISA (42 U.S.C. 300gg(a)-(b)) rela ting  to 
preexisting condition exclusions.
Sec. 21.54.120. Creditable coverage.

This section is added to conform w ith the m inim um  federal s tandards pu rsuan t to 
P.L. 104-191 adding Sec. 2701(c)-(e) to PHSA (42 U.S.C. 300gg(c)-(e)) relating  to
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creditable coverage. Credita! le coverage is used in determ ining the allowable 
preexisting condition w aiting period or exclusion. Note th a t the  federal law allows 
the sta tes discretion in determ ining an  allowable b reak  in coverage in determ ining 
creditable coverage. AS 21.56 allowed a 90 day break  in coverage for sm all 
employer groups and th is was m ain tained  in th is section and as a  resu lt would 
apply to large employers as well.
Sec. 21.54.130. Renewability, termination, a n d  modification of coverage.

This section is added to conform w ith the  m inim um  federal s tandards p u rsu an t to 
P.L. 104-191 adding Sec. 2712 to PHSA (42 U.S.C. 300gg-12) re la ting  to guaran teed  
renewability, modification and term ination  of coverage. Subsection (f) of th is  section 
was added to allow an insurer to te rm ina te  an  individual's coverage if  the  
individual has comm itted fraud or in ten tional m isrepresentation. This is not p a rt 
of the federal law but was considered an oversight by the  NAIC and HCFA.
Sec. 21.54.140. Renewability of coverage for a multiple e m p l o y e r  welfare 

arrangement.

This section is added to conform w ith the  m inim um  federal standards p u rsu an t to 
P.L. 104-191 adding Sec. 703 to ERISA (29 U.S.C. 1183) rela ting  to guaran teed  
renew ability for MEWA plans.
Sec. 21.54.150. M e n t a l  health benefits.

This section is added to conform w ith the m inim um  federal s tandards re la ting  to 
m ental health  benefits parity  p u rsuan t to the  am endm ent to P.L. 104-191 adding 
Sec. 2705 to PHSA (42 U.S.C. 300gg-5).
Sec. 21.54.160. E x c e p t e d  benefits defined.

This section defines the health  plans th a t a re  not subject to the m inim um  federal 
standards and are  term ed "excepted benefits" in the  federal law. These "excepted 
benefits" are  explicitly defined in P.L. 104-191 adding Sec. 2791(c) to PHSA (42 
U.S.C. 300gg-91(c)). These health  plans are  basically lim ited benefit and 
supplem ental health  insurance plans. The definition of "health care insurance 
plan" as proposed in th is bill excludes "excepted benefits".
Sec. 21.54.170. D e t e rmination of size of employer.

This section describes how the size of an employer is to be determ ined as described 
in P.L. 104-191 adding Sec. 2791(e)(6) to PHSA (42 U.S.C. 300gg-91(e)).

Article 3. Sec. 21.54.500. Definitions.

This section adds new definitions necessary to conform w ith the m inim um  federal 
standards. The definitions are consistent w ith the definitions in P.L. 104-191 
adding Sec. 2701(b), Sec. 2701(e), Sec. 2705(e) and Sec. 2791 to PHSA (42 U.S.C. 
300gg(b), 42 U.S.C. 300gg(e), 42 U.S.C. 300gg-5(e), 42 U.S.C. 300gg-91 respectively;

Sec. 60. - Sec. 68. C o m p r e h e n s i v e  Health Insurance Association.

These sections am end AS 21.55 rela ting  to the  Com prehensive H ealth  Insurance 
Association. P.L. 104-191 adding Sec. 2744 to PHSA (42 U.S.C. 300gg-44) allows a s ta te  
to use a qualified high risk  pool to guaran tee  portability  of health  insurance coverage to 
federally eligible individuals. The am endm ents to th is section allow a "federally defined
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eligible individual" defined in P.L. 104-191 adding Sec. 2741(b) to PHSA (42 U.S.C. 300gg- 
41(b)) to participate in the CHIA. Use of A laska's high risk  pool (CHIA) would be the least 
disruptive m echanism  allowed under the federal law to reform the individual health  
insurance m arket in A laska and therefore was the  selected m echanism . Experience in 
other sta tes such as W ashington, New Jersey, and New York rela ting  to the  alternative  
m echanism s allowed in the federal law has resu lted  in significant increases in claims and 
prem iums and decreases in the num ber of individuals insured and the  num ber of 
insurance companies w riting individual health  insurance.

Sec. 69. - Sec. 90 Small E m p l o y e r  Health R e i n s u r a n c e  Association.

These sections am end AS 21.56 rela ting  to health  insurance coverage for sm all employers 
to remove any conflicts w ith the m inim um  federal requirem ents under P.L. 104-191. 
Certain sections of AS 21.56 were repealed and reenacted under AS 21.54 because under 
federal law those provisions apply to both large and sm all employer groups. The sections 
in AS 21.56 rela ting  to guaran teed  issue were am ended to conform w ith the federal 
minim ums for sm all employer groups pu rsuan t to P.L. 104-191 adding Sec. 2711 to PHSA 
(42 U.S.C. 300gg-ll). To the extent possible the provisions in AS 21.56 were not modified 
unless they would prevent application of the federal m inim um s.

Also, several sections are  am ended to change the  term  "association" to "reinsurance 
association" in order to avoid confusion w ith a "bona fide association" as defined in the 
federal law.

Sec. 77. A S  21.56.075. P r e m i u m  report.

This is a new section th a t requires m em bers of the  Small Em ployer Reinsurance 
Association to report to the director on an annual basis the to tal am ount of sm all 
employer health  insurance prem ium s w ritten  in  the  sta te . While not required by federal 
law, th is section will significantly improve the ability of the Association to assess 
Association m em bers for losses.

Sec. 91. A S  21.66.110(a). P r e m i u m  T a x  P a y m e n t  - Title Insurance.

Allows the director to determ ine the method of paym ent of prem ium  taxes to reflect 
technology changes such as electronic paym ents and to collect prem ium  taxes quarterly .

Sec. 92. A S  21.66.390(a). M a k i n g  of rates.

Adds investm ent income as one of the  elem ents to be considered when evaluating  the 
rates charged by title  insurers.

Sec. 93. A S  21.69.310(a). A n n u a l  M e e t i n g  Location.

Allows the director upon show of good cause to approve a domestic insurer's request to 
hold its required annual m eeting in a city outside of the location of its principal office or 
place of business.

Sec. 94. A S  21.69.520(a). B o r r o w e d  Funds.
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Requires director approval for an in su rer to borrow funds when a w ritten  agreem ent 
requires th a t the  money be I'epaid only out of the  in su re r’s excess surp lus and removes 
perm ission for an in su rer to borrow money in th is m anner for any purpose of the  in su rer’s 
business.

Sec. 95. A S  21.75.045(a). Attorney-in-fact License E x e m p t i o n .

Expands the  exception for being licensed as an attorney-in-fact to all reciprocal insurers. 
The exemption is allowed w hen the  attorney-in-fact is a wholly-owned subsidiary of the 
reciprocal in su rer who only acts for the  one reciprocal. A ttorneys-in-fact who operate 
more th an  one reciprocal in su rer m ust be licensed under th is section.

Sec. 96. A S  21.76.020(b). Joint Insurance A r r a n g e m e n t  Reporting.

Specifies th a t the  report prepared by a jo in t insurance a rrangem ent and filed w ith the 
legislative budget and aud it comm ittee shall also be filed w ith the  director.

Sec. 97. A S  21.76.080(e). Joint Insurance A r r a n g e m e n t  Reporting.

Allows for the  report filed by the  jo in t insurance a rrangem ent w ith its board of directors 
and the director to be an  aud it based on generally accepted accounting principles ra th e r 
th an  requirem ents established by the  director. A report filed w ith the  director is open to 
public inspection unless specifically precluded by sta tu te .

Sec. 98. A S  21.78.293(b). Receiver's r e c o m m e n d a t i o n  to the court.

In order to reduce litigation over claims and thereby expedite the  closure of a  receivership 
esta te  (to the benefit of insurance policyholders and o ther claim ants), the superior court 
shall review and adopt the  receiver’s report on claims by using the substan tia l evidence 
standard . The period of disapproving claims is extended to 120 days.

Sec. 99. A S  21.84.590. O t h e r  provisions applicable.

This am endm ent clarifies th a t the m inim um  federal s tandards apply to F ra terna l Benefit 
Societies.

Sec. 100. - Sec. 102. H ealth M a i n t e n a n c e  Organizations.

These sections am end AS 21.86 relating  to HMOs in order to conform with the m inim um  
federal s tandards p u rsuan t to P.L. 104-191 adding Sec. 2701(g) to PHSA (42 U.S.C. 
300gg(g)).

Sec. 103. A S  21.87.140(c)(1). M e d i c a l  service agreements.

Updates terminology of partic ipan t provider contract requirem ents to reflect m anaged 
care com pensation arrangem ents as well as trad itional indem nity reim bursem ent.

Sec. 104. A S  21.87.150(c)(1). Hospital service agreements.

Updates term inology of partic ipan t hospital contract requirem ents to reflect m anaged care 
compensation arrangem ents as well as trad itional indem nity reim bursem ent.
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Sec. 105. A S  21.87.180(a). Filing a n d  approval of a g r e e m e n t s  a n d  contracts.

Conforms form filing requirem ents for medical and hospital service corporations to sim ilar 
requirem ents for o ther in su rers subject to form filing.

Sec. 106. A S  21.87.190(b). Subscription rates, fees, a n d  p a y m e n t s .

Clarifies ra te  filing requirem ents. Allows the  director discretion to protect m edical and 
hospital service corporations from competitive disadvantage th a t m ay arise from 
disclosing ra tin g  form ulas w hen o ther health  in su rers are not required to file ra te s  for 
approval and disclose ra ting  form ulas.

Sec. 107. A S  21.87.200. Reserves.

Requires th a t  hospital or medical service corporations have m inim um  reserve s tandards 
and reporting consistent w ith o ther health  insurers.

Sec. 108. A S  21.87.340. O t h e r  provisions applicable.

Am endm ents in th is section clarify th a t the  m inim um  federal s tan d ard s apply to Hospital 
and Medical Service Corporations.

Sec. 109. A S  21.89.020(f). M i n i m u m  coverages for automobile liability insurance.

The am endm ent to th is section clarifies the  priority  in which liability and physical 
damage paym ents under autom obile insurance policies for ren ted  m otor vehicles are  
made. The required priority would be th a t paym ents would first be m ade from the 
operator's policy purchased from the person ren ting  the  vehicle, then  from any other 
policy covering the  operator bu t not purchased from the person ren ting  the  vehicle, and 
finally from a policy of the  person ren ting  the  vehicle.

Sec. 110. A S  21.89.020(g) -  Short t e r m  auto policy.

Clarifies th a t the  requirem ents of AS 21.36.210 - 21.36.310 do not apply to seven-day 
policies.

Sec. 111. A S  21.90.900(29). Definitions for title.

The definition of policy is modified to extend to group certificates issued in A laska when 
the  g»’oup policy is issued and delivered outside of A laska to ensure consistency in 
application of s ta te  law to all group health  care p lans covering individuals residen t in 
Alaska. The new m inim um  federal s tandards apply to such certificates and w ithout th is 
am endm ent A laska m ay have difficulty asserting  regulatory au thority  over such 
certificates. F ailu re  to regulate  group certificates could resu lt in the  federal governm ent 
determ ining th a t  A laska is not substan tia lly  enforcing the m inim um  federal s tandards 
resulting in federal regulation of A laska's health  insurance m arket.

Sec. 112. A S  21.90.900. Definitions for title.

This section adds two new definitions. The term  “certified financial s ta tem en t” is added 
to clarify its m eaning in relation to licensing requirem ents. This term  "medical care" as 
defined in P.L. 104-191 adding Sec. 2791(a)(2) to PHSA (42 U.S.C. 300gg-91(a)(2)) is
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added since it is needed in order to define "health care insurance".

Sec. 113. A S  28.20.440

This is a new section th a t would allow an insured upon request to exclude from th e ir auto 
insurance coverage a person who resides in  the  sam e household as the  insured or a person 
who is a relative of the  insured.

Sec. 114. A S  28.40.100(a)(22).

This section modifies the  definition of underinsured motor vehicle in order to provide th a t 
a party  injured by an  underinsured m otorist would be entitled  to collect the  m inim um  of 
the actual am ount of dam age or the sum of the injured party 's coverage and the 
underinsured m otorist's coverage.

Sec. 115. Repeal.

This section repeals the  sections in AS 21.56 rela ting  to sm all employer health  insurance 
th a t conflict w ith federal law. As sta ted  above m any of the  provisions were modified and 
moved to AS 21.54 since they apply to both large and sm all groups under the  federal law.

AS 21.42.375(d) (mammography) and AS 21.42.395(d) (prostate and cervical cancer 
screening) exclude lim ited and supplem ental benefit plans from the applicability of the 
provisions and since these are  excluded by use of the newly defined term  "health care 
insurance plan" these sections were repealed.

Also th is section corrects an oversight by repealing C hapter 81 th a t was superseded by 
legislation enacted in 1995 (AS 21.09.310).

AS 28.20.445(h) and AS 28.22.211 are repealed as related to underinsured m otorists 
coverage in Sec. 114.

Sec. 116, Sec. 119, a n d  Sec. 122. M e n t a l  health insurance effective dates.

These sections establish  the effective date of Jan u ary  1, 1998 and sunset on Septem ber 
20 , 2001 of the  m ental health  insurance provisions required under the federal law.

Sec. 117. a n d  Sec. 118. R e p e a l  of sunset provisions.

These sections repeal the sunset provisions in AS 21.56 relating to Small Employer 
H ealth  Insurance and the Dental, Vision and H earing provision in AS 21.42.385. The 
repeal of AS 21.56 is necessary since the availability provisions in AS 21.56 are required 
by federal law which do not sunset.

Sec. 120. a n d  Sec. 121. Effective dates.

Sec. 6 , 7, 27-30, and 91 take effect on Ja n u a ry  1, 1998. All other sections take effect on 
Ju ly  1, 1997.

11 M ay 1, 1997 (9 :25am )



I M  ( . W A  3£ S ; )< « . M  4

K A  5 M  P(2.oV IS ZO//S

SEC TIO N A L ANALYSIS
C S S B  104(FIN)

S e c tio n  1 . PU R PO SE . The purpose of sections 3, 11, 12, 31-34, 43-57, 59-90, 99-102, 108, 
110-116, and 119 of th is Act is to im plem ent the m inim um  federal standards for health  
care insurance enacted under P.L. 104-191 (Health Insurance Portability and 
Accountability Act of 1996).

Sec. 2. A S  21.06.030. Deputies a n d  assistants.

This section reaffirm s th a t persons participating on division advisory committees do not 
receive paym ent for transporta tion  or per diem expense. The Division of Insurance has 
routinely secured public input on insurance regulatory issues using a variety of advisory 
committees. Volunteers, including m any insurance professionals providing technical 
input, have served w ithout compensation from the sta te , recognizing th a t if transporta tion  
or per diem expenses were paid by the division the costs would be passed back to them  
through higher licensee fees or higher insurance prem ium s reflecting increased 
adm inistrative  costs. The possibility th a t paym ent m ight be required under AS 39.20.180 
has recently been brought to the  division’s attention.

Sec. 3. A S  21.06.085. U n i f o r m  data a n d  procedures for health claims.

The changes to this section m ake the term s consistent w ith the newly defined health  
insurance term s under the federal law(HIPAA)

Sec. 4. A S  21.06.110. Director's a n n u a l  report.

U pdates information required to be included in the division’s annual report to reflect 
cu rren t practices regarding issuance of certificates of au thority  and prim ary regulation of 
domestic insurers.

Sec 5. A S  21.06.160(a). E x a m i n a t i o n  Cost.

Clarifies th is subsection to allow the calculation of a reasonable per hour charge for 
exam ination services to include approxim ated division overhead expenses such as word 
processing services, facilities and supplies, computer system s, etc. and th a t out-of-pocket 
expenses including travel costs shall be paid by the person being examined.

S ec 6. A S  21.09.210(b). P r e m i u m  T a x  P a y m e n t  - A d m i t t e d  Insurers.

Allows the director to determ ine the method of paym ent of prem ium  taxes to reflect 
technology changes such as electronic paym ents and to collect prem ium  taxes quarterly .

Sec 7. A S  21.09.210(d). P r e m i u m  T a x  P a y m e n t  - A d m i t t e d  W e t  M a r i n e  a n d  

Transportation Insurers.

Allows the  director to determ ine the method of paym ent of prem ium  taxes to reflect 
technology changes such as electronic paym ents and to collect prem ium  taxes quarterly .

Sec 8. A S  21.09.245. A m e n d m e n t s  to Certificate of Authority.

This is a new section th a t requires an authorized in su rer to file w ith the division w ithin

1 April 15, 1997 (4:38pm)



30 days a name change, domiciliary sta te  change, or other information on its certificate of 
authority. Am endm ent to the in su rer’s articles of incorporation or bylaws, a change of 
business address or phone num ber, and other information as designated by the director 
must be filed w ithin 90 days, and provide for penalties for noncompliance.

Sec 9. AS 21.09.320. M a in te n a n c e  o f R e co rd s .
This new section th a t identifies which records are required to be kept by adm itted 
insurers domiciled in another state. Retention tim es are specified. Domestic insurers are 
subject to existing and unchanged provisions. The lack of requirem ents for other 
admitted insurers has impeded the division’s regulatory oversight including exam inations 
and other investigations.

Sec 10. AS 21.12.020(a)(4)(A )(iii). A c c re d ite d  R e in s u re r  Q u a lif ic a tio n s .
Removes a requirem ent for a  certification of insu rer solvency from an in su re r’s domiciliary 
regulator because some foreign countries do not provide such certifications. Certification 
will still be required from the insurer’s public accountant.

Sec. 1 1 . AS 21.12.050. H e a lth  in s u ra n c e  d e fin e d .
This section defines "health care insurance" which is consistent with the definition of 
"health insuance coverage" in P.L. 104-191 adding Sec, 2791(b) (42 U.S.C. 300gg-91(b)).
The federal definition differs from the current s ta te  definition and since Alaska's 
definition is more broad, the federal definition was defined as a subset of the A laska 
definition. This section all adds stop loss insurance to the definition of health  insurance to 
affirm th a t life and health  insurers are perm itted to write stop loss coverage.

Sec 12. AS 21.12.050.
Definition of health  care insurance and stop-loss insurance as referenced in Sec. 11 AS
21.12.050.

S ec tio n  13. AS 21.14.010(a). R isk  B ased  C a p ita l  F ilin g .
Clarifies tha t a domestic insu rer m ust subm it its risk based capital report to the director 
without a specific request.

S ec tio n  14. AS 21.14.200(18). R isk  B ased  C a p ita l In s tru c t io n s .
Clarifies th a t instructions can be adopted by order of the director after an  open m eeting 
since the complexity of the calculation, its continual refinem ent, and insurer need for 
nationwide consistency, regulations are an inappropriate way to provide instructions to 
insurers.

S ec tio n  15. AS 21.18.050(4). C a p ita l  s to c k  a n d  l ia b ili t ie s  c h a rg e d  a g a in s t  a sse ts . 
Requires th a t the m inim um  reserves for health  insurance established in AS 21.18.080-
21.18.086 be charged against an in su re r’s adm itted assets for the purpose of determ ining 
the insurer's s ta tu to ry  financial condition.
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S e c tio n  16. AS 21.18.080. R e se rv e  s ta n d a rd s  fo r  h e a l th  in s u ra n c e .
Adopts a more well defined and appropriate standard  for m inim um  reserves for health  
insurance. Requires th a t reserve adequacy be determ ined by a gross premium valuation 
considering the sum of policy reserves, claims reserves, and prem ium  reserves established 
under AS 21.18.082-AS 21.18.086.

S e c tio n  17. N ew  se c tio n s  a r e  a d d e d  to  p ro v id e  fo r  m in im u m  h e a l th  in s u ra n c e  
re s e rv e  s ta n d a rd s .

AS 21.18.082. P o licy  r e s e rv e s  fo r  h e a l th  in s u ra n c e .
This section defines which policies require a policy reserve and how to calculate the 
reserve based on m inim um  standards relating to in terest rates, policy term ination, 
morbidity, and reserve method.

AS 21.18.084. C la im  re s e rv e s  fo r  h e a l th  in s u ra n c e .
This section establishes th a t claim reserves are required for all incurred and unpaid 
claims, including associated expenses, on health  insurance policies.

AS 21.18.086. P re m iu m  re s e rv e s  fo r  h e a lth  in s u ra n c e .
This section establishes prem ium  reserve requirem ents th a t include standards for 
accounting, discounting, methodology, and m inim ums levels of unearned premium 
reserves as they relate  to policy reserves.

S e c tio n  18. AS 21.21.410. C u s to d ia n  A g reem en ts .
Requires th a t a w ritten agreem ent exist between an insurer and the custodian of its 
assets, securities, or investm ents. The agreem ent m ust require th a t the custodian will 
indemnify for losses if loss resu lts from theft, m ysterious disappearance, damage or 
destruction, or negligence or dishonesty of the custodian’s officers, employees, or agents. 
The agreem ent m ust require the  custodian to promptly replace an  asset or value of the 
asset. A bank, tru s t company, or securities firm may serve as custodian if authorized by 
the insurer and approved by the director.

S e c tio n  19. AS 21.27.010(f)(2)(B). L icen se  re q u ire d .
Editorial revision to make “or” the  appropriate connector consistent w ith identical 
language in (g)(1 ) of the section.

S e c tio n  20. AS 21.27.010(1). A tto rn e y -in -fa c t L ic en se  E x e m p tio n .
Clarifies th a t an attom ey-in-fact of a reciprocal insurer who m eets the  qualifications to be 
exempt from licensure as an attorney-in-fact is not required to be licensed under AS 21.27 
as a m anaging general agent.

S e c tio n  21. AS 21.27.040(a). A p p lic a tio n  fo r  L icense .
Codifies cu rren t procedure th a t requires an applicant to certify under oath th a t the 
information provided on a license application is true and correct.
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Section 22. A S  21.27.370(b). S h a r e d  C o m missions.

Reaffirms th a t an unlicensed person may not share or receive a commission or any form of 
rem uneration for business transacted  in th is sta te , nor may a licensee share commission 
or other form of rem uneration w ith an unlicensed person.

Section 23. A S  21.27.390(b). T e m p o r a r y  License.

Conforms AS 21.27 with the requirem ent to issue a tem porary license under AS 25.27.244 
(Welfare Reform).

Section 24. A S  21.27.405(b). Investigation; cease a n d  desist order.

Updates procedures to allow the director the flexibility to provide service of notice to a 
person in the m ost effective and efficient way.

Section 25. A S  21.27.440(a). Fines.

Provides au thority  for the director to fine an unlicensed person who illegally transacted  
the ousiness of insurance and received a commission or other form of rem uneration.

Section 26. A S  21.27.640(b)(5)(D). T h i r d  Party Administrator License 

Application.

Gives a th ird-party  adm inistrato r applicant an option to subm it certified financial 
sta tem ents for its period of operation if operations have been for less then  two years in 
order to remove a barrier to s ta r t  up operations for an applicant who would otherwise be 
qualified to act as a th ird-party  adm inistrator.

Section 27. A S  21.34.040(c)(4). U n a u t h o r i z e d  Insurers - L l o y d’s Syndicates.

Establishes solvency requirem ents for each syndicate or in su rer of Lloyds or a sim ilar 
operation.

Section 28. A S  21.34.040(c)(5). U n a u t h o r i z e d  Insurers - Insurance Exchange.

Establishes solvency requirem ents for each syndicate of an insurance exchange created by 
the laws of another state.

Section 29. A S  21.34.180(b). P r e m i u m  T a x  P a y m e n t  - Unauthorized.

Allows the director to determ ine the  m ethod of paym ent of prem ium  taxes to reflect 
technology changes such as electronic paym ents and to collect prem ium  taxes quarterly.

Section 30. A S  21.34.190(a). U n a u t h o r i z e d  Filing Fee.

Clarifies th a t the  one percent fee on gross prem ium s is calculated on the gross prem iums 
reported on the sta tem en t of su rp lus lines tax required under AS 21.34.180(b), which has 
been am ended to allow the director to require reporting more often th an  annually.

Sec. 31. - Sec. 34., Sec. 43. - Sec. 56. R e q u i r e d  C o v e r a g e s  or Offers of Coverage. 

References to health  insurance term s in these sections were changed to be consistent with 
the new definitions, "health care insurance" in A S  21.12.050 and "health  care insurer" in
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AS  21.54.900.

Use of the term s "health care insurance plan" and "health care insurer" generally clarifies 
that the applicability of these sections include MEWAs and, in th ree  provisions, HMOs. 
This results from the use of the term  "health care insurer" which is defined very broadly 
to include all entities th a t transact health  care insurance. Note th a t  the  definition of 
health care insurance plan" excludes lim ited benefit policies and supplem ental coverages. 

In the cases w here the provision is to apply to these types of policies it is explicitly added.

The changes to these sections were intended to m ake the sections consistent w ith each 
other in term s of applicability and w ith the newly defined health  insurance term s under 
the federal law.

Note that:
Sec. 43. AS 21.42.345 was modified to conform with the m inim um  federal 
s tan d ard s pu rsuan t to P.L. 104-191 am ending the Public H ealth  Service Act 
(PHSA) to add Sec. 2701(f) (42 U.S.C. 300gg(f)) regarding enrollm ent periods for 
dependents. The current provision applies to both individual and group plans while 
the federal law applies only to group plans. However, for sim plicity the changes 
m ade to conform to the federal law were made to both individual and group 
policies.

Sec. 45. - Sec. 46. AS 21.42.347 relating  to costs of childbirth  wao modified to 
conform w ith the minimum federal s tandards pu rsuan t to P.L. 104-191 adding Sec 
2751 to PHSA (42 U.S.C. 300gg-51),

Sec. 35. AS 21.36.185. M a in te n a n c e  o f c o m p la in t  h a n d lin g  re c o rd s .
Establishes a requirem ent based on the  NAIC Model U nfair T rade Practices Act for an 
insurer to m aintain  records regarding the com plaints it receives. The record will assist 
the division in evaluating an insurer’s consum er practices.

Sec. 36. AS 21.36.240. F a i lu re  to  re n e w .
Clarifies th a t an insurance policy may only be non-renewed on its annual anniversary.
This only applies to personal property and casualty insurance.

Sec. 37. AS 21.36.290. P o licy  p e rio d .
In conjunction w ith AS 21.36.240, clarifies the annual policy period and assumes th a t rates 
for personal auto  insurance may only be changed once every 6 m onths, even if the policy 
is w ritten  for a shorter time period.

Sec. 38. AS 21.36.390. N o tice  to  d ire c to r .
Adds a requirem ent th a t insurers and other licensees report producer defalcations, 
embezzlements, or violations to the director in much the m anner as currently  is required 
for reporting claim fraud. Lack of tim ely reports to the division has resulted in situations
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in which harm  to the public or other insu rers has been exacerbated. Requires licensees as 
well as in su rers  to report fraudulen t claims.

Sec. 39. A S  21.39.045(b)-- Risk classification: construction industry.

Clarifies th a t the  credit scale recognizing differences in wages paid applies only to the 
construction industry.

Sec. 40. A S  21.42.130(5). Disapproval of forms.

Clarifies th a t ra tes for individual health  insurance are not subject to approval consistent 
with cu rren t s ta tu te s  th a t do not provide a m echanism  or guidelines for such rate  review.

Sec. 41. A S  21.42.205. Coordination of benefits.

Requires th a t benefits provided under health  insurance contracts be coordinated. This 
coordination is applicable only when an  individual is covered under more than one health  
insurance contract.

Sec. 42. A S  21.42.265. Effective date of coverage.

Clarifies th a t insurance coverage changes required by a law change become effective a t 
renewal unless the law provides an earlie r effective date for the changes.

Sec. 57. Sec. 21.53.090. R e q u i r e d  regulations.

Under federal law long term  care contracts w ith certain  federally defined characteristics 
may receive favorable tax  trea tm ent. Since th is creates a separate  class of long term  care 
policies and  need for additional protections, the am endm ents to th is section expand the 
director's au thority  to write specific regulations for th is purpose.

Sec. 58. A S  21.54.015. Rate requirements.

Requires th a t  ra tes for group health  insurance contracts not be excessive, inadequate, or 
unfairly discrim inatory to provide a consistent standard  for all group health  insurers.

Sec. 59.

This section adds several new sections to AS 21.54 to conform w ith the minimum federal 
standards for health  care insurance in the  group m arket as follows:

Sec. 21.54.100. Unfair discrimination.

This section is added to conform w ith the m inim um  federal standards pursuan t to 
P.L. 104-191 adding Sec. 2702 to PHSA (42 LT.S.C. 300gg-l) regarding unfair 
d iscrim ination in the  offer of or enrollm ent under a health  care insurance plan.
Sec. 21.54.110. Preexisting condition exclusion.

This section is added to conform w ith the  m inim um  federal standards pursuan t to 
P.L. 104-191 Sec. 2701(a)-(b) to PHSA (42 U.S.C. 300gg(a)-(b)) relating to 
preexisting condition exclusions.
Sec. 21.54.120. Creditable coverage.

This section is added to conform w ith  the m inim um  federal standards pursuan t to 
P.L. 104-191 adding Sec. 2701(c)-(e) to PHSA (42 U.S.C. 300gg(c)-(e)) relating to
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creditable coverage. Creditable coverage is used in determ ining the allowable 
preexisting condition w aiting period or exclusion. Note th a t the federal law allows 
the s ta te s  discretion in determ ining an allowable break in coverage in determ ining 
creditable coverage. AS 21.56 allowed a 90 day break in coverage for small 
employer groups and th is was m aintained in th is section and as a resu lt would 
apply to large employers as well.
Sec. 21.54.130. R e n e w a b ility , te rm in a t io n ,  a n d  m o d if ic a tio n  o f  co v e rag e . 
This section is added to conform w ith the m inim um  federal s tan d ard s p u rsuan t to 
P.L. 104-191 adding Sec. 2712 to PHSA (42 U.S.C. 300gg-12) re la ting  to guaranteed  
renew ability, modification and term ination  of coverage. Subsection (f) of th is section 
was added to allow an insurer to term inate  an  individual's coverage if  the 
individual has committed fraud or in ten tional m isrepresentation. This is not pa rt 
of the federal law but was considered an oversight by the NAIC and HCFA.
Sec. 21.54.140. R e n e w a b ili ty  o f  c o v e ra g e  fo r  a  m u lt ip le  e m p lo y e r  w e lfa re  
a r r a n g e m e n t.
This section is added to conform w ith the m inim um  federal s tan d ard s pu rsuan t to 
P.L. 104-191 adding Sec. 703 to ERISA (29 U.S.C. 1183) rela ting  to guaranteed  
renew ability for MEWA plans.
Sec. 21.54.150. M e n ta l h e a l th  b e n e f its .
This section is added to conform with the m inimum federal s tan d ard s relating  to 
m ental health  benefits parity  pursuan t to the am endm ent to P.L. 104-191 adding 
Sec. 2705 to PHSA (42 U.S.C. 300gg-5).
Sec. 21.54.160. E x c e p te d  b e n e f i ts  d e fin e d .
This section defines the health  plans th a t are  not subject to the m inim um  federal 
s tandards and are term ed "excepted benefits" in the federal law. These "excepted 
benefits" are  explicitly defined in P.L. 104-191 adding Sec. 2791(c) to PHSA (42 
U.S.C. 300gg-91(c)). These health  plans are  basically lim ited benefit and 
supplem ental health  insurance plans. The definition of "health care insurance 
plan" as proposed in th is bill excludes "excepted benefits".
Sec. 21.54.170. D e te rm in a tio n  o f  s ize  o f em p lo y e r.
This section describes how the size of an employer is to be determ ined as described 
in P.L. 104-191 adding Sec. 2791(e)(6) to PHSA (42 U.S.C. 300gg-91(e)).

A rtic le  3. Sec. 21.54.500. D e fin itio n s .
This section adds new definitions necessary to conform with the m inim um  federal 
s tandards. The definitions are  consistent w ith the definitions in P.L. 104-191 
adding Sec. 2701(b), Sec. 2701(e), Sec. 2705(e) and Sec. 2791 to PHSA (42 U.S.C. 
300gg(b), 42 U.S.C. 300gg(e), 42 U.S.C. 300gg-5(e), 42 U.S.C. 300gg-91 respectively)

Sec. 60. - S ec . 6 8 . C o m p re h e n s iv e  H e a lth  In s u ra n c e  A sso c ia tio n .
These sections am end AS 21.55 relating to the  Comprehensive H ealth  Insurance 
Association. P.L. 104-191 adding Sec. 2744 to PHSA (42 U.S.C. 300gg-44) allows a s ta te  
to use a qualified high risk  pool to guaran tee portability of health  insurance coverage to 
federally eligible individuals. The am endm ents to th is section allow a "federally defined
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eligible individual" defined in P.L. 104-191 adding Sec. 2741(b) to PHSA (42 U.S.C. 300gg- 
41(b)) to participate  in the CHIA. Use of Alaska's high risk  pool (CHIA) would be the least 
disruptive m echanism  allowed under the federal law to reform the individual health  
insurance m arket in Alaska and therefore was the selected m echanism . Experience in 
other sta tes such as W ashington, New Jersey, and New York relating  to the alternative 
m echanism s allowed in the federal law has resulted in significant increases in claims and 
prem ium s and decreases in the num ber of individuals insured and the num ber of 
insurance companies w riting individual health  insurance.

Sec. 69. - Sec. 90 Small E m p l o y e r  Health R e i n s u r a n c e  Association.

These sections am end AS 21.56 relating  to health  insurance coverage for small employers 
to remove any conflicts w ith th e  m inim um  federal req lirem ents under P.L. 104-191. 
C ertain  sections of AS 21.56 were repealed and reenarjed under AS 21.54 because under 
federal law those provisions apply to both large and sm all employer groups. The sections 
in AS 21.56 rela ting  to guaranteed  issue were amended to conform w ith the federal 
m inim um s for sm all employer groups pu rsuan t to P.L. 104-191 adding Sec. 2711 to PHSA 
(42 U.S.C. 300gg-ll). To the  extent possible the provisions in AS 21.56 were not modified 
unless they would prevent application of the federal m inimums.

Also, several sections are am ended to change the term  "association" to "reinsurance 
association" in order to avoid confusion with a "bona fide association" as defined in the 
federal law.

Sec. 77. A S  21.56.075. P r e m i u m  report.

This is a new section th a t requires members of the Small Employer Reinsurance 
Association to report to the director on an annual basis the total am ount of small 
employer health  insurance prem ium s w ritten in the state. While not required by federal 
law, th is section will significantly improve the ability of the Association to assess 
Association m em bers for losses.

Sec. 91. A S  21.66.110(a). P r e m i u m  T a x  P a y m e n t  - Title Insurance.

Allows the director to determ ine the method of paym ent of prem ium  taxes to reflect 
technology changes such as electronic paym ents and to collect prem ium  taxes quarterly .

Sec. 92. A S  21.66.390(a). M a k i n g  of rates.

Adds investm ent income as one of the elem ents to be considered when evaluating the 
rates charged by title  insurers.

Sec. 93. A S  21.69.310(a). A n n u a l  M e e t i n g  Location.

Allows the director upon show of good cause to approve a domestic insurer's request to 
hold its required annual m eeting in a city outside of the location of its principal office or 
place of business.

Sec. 94. A S  21.69.520(a). B o r r o w e d  Funds.
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Requires director approval for an insurer to borrow funds when a w ritten  agreem ent 
requires th a t the money be repaid only out of the in su rer’s excess surp lus and removes 
permission for an insurer to borrow money in this m anner for any purpose of the in su rer’s 
business.

Sec. 95. A S  21.75.045(a). Attorney-in-fact License E x e m p t i o n .

Expands the  exception for being licensed as an attorney-in-fact to all reciprocal insurers. 
The exemption is allowed when the attorney-in-fact is a wholly-owned subsidiary of the 
reciprocal in su rer who only acts for the one reciprocal. A ttorneys-in-fact who operate 
more th an  one reciprocal in su rer m ust be licensed under th is section.

Sec. 96. A S  21.76.020(b). Joint Insurance A r r a n g e m e n t  Reporting.

Specifies th a t  the report prepared by a jo in t insurance arrangem ent and filed with the 
legislative budget and audit comm ittee shall also be filed w ith the director.

Sec. 97. A S  21.76.080(e). Joint Insurance A r r a n g e m e n t  Reporting.

Allows for the report filed by the  jo in t insurance arrangem ent w ith its board of directors 
and the director to be an aud it based on generally accepted accounting principles ra th e r 
than  requirem ents established by the director. A report filed w ith the director is open to 
public inspection unless specifically precluded by sta tu te .

Sec. 98. A S  21.78.293(b). Receiver's r e c o m m e n d a t i o n  to the court.

In order to reduce litigation over claims and thereby expedite the closure of a receivership 
estate  (to the benefit of insurance policyholders and other claim ants), the superior court 
shall review and adopt the receiver’s report on claims by using the substan tia l evidence 
standard . The period of disapproving claims is extended to 120 days.

Sec. 99. A S  21.84.590. O t h e r  provisions applicable.

This am endm ent clarifies tha t the m inim um  federal s tandards apply to F ra ternal Benefit 
Societies.

Sec. 100. - Sec. 102. Health M a i n t e n a n c e  Organizations.

These sections am end AS 21.86 rela ting  to HMOs in order to conform w ith the minimum 
federal s tan d ard s pu rsuan t to P.L. 104-191 adding Sec. 2701(g) to PHSA (42 U.S.C. 
300gg(g)).

Sec. 103. A S  21.87.140(c)(1). M e d i c a l  service agreements.

U pdates term inology of partic ipan t provider contract requirem ents to reflect m anaged 
care com pensation arrangem ents as well as trad itional indem nity reim bursem ent.

Sec. 104. A S  21.87.150(c)(1). Hospital service agreements.

Updates terminology of participan t hospital contract requirem ents to reflect managed care 
compensation arrangem ents as well as trad itional indem nity reim bursem ent.
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Sec. 105. A S  21.87.180(a). Filing a n d  approval of a g r e e m e n t s  a n d  contracts.

Conforms form filing requirem ents for medical and hospital service corporations to sim ilar 
requirem ents for other insurers subject to form filing.

Sec. 106. A S  21.87.190(b). Subscription rates, fees, a n d  payments.

Clarifies ra te  filing requirem ents. Allows the director discretion to protect medical and 
hospital service corporations from competitive disadvantage th a t m ay arise from 
disclosing ra ting  formulas when other health  insurers are not required to file ra tes for 
approval and disclose rating formulas.

Sec. 107. A S  21.87.200. Reserves.

Requires th a t hospital or medical service corporations have m inim um  reserve standards 
and reporting consistent with o ther health  insurers.

Sec. 108. A S  21.87.340. O t h e r  provisions applicable.

Am endm ents in this section clarify th a t the m inim um  federal standards apply to Hospital 
and Medical Service Corporations.

Sec. 109. A S  21.89.020(g) -  Short t e r m  auto policy.

Clarifies th a t the requirem ents of AS 21.36.210 - 21.36.310 do not apply to seven-day 
policies.

Sec. 110. A S  21.90.900(29). Definitions for title.

The definition of policy is modified to extend to group certificates issued in Alaska when 
the group policy is issued and delivered outside of A laska to ensure consistency in 
application of s ta te  law to all group health  care plans covering individuals resident in 
Alaska. The new minimum federal standards apply to such certificates and w ithout th is 
am endm ent A laska may have difficulty asserting  regulatory au thority  over such 
certificates. Failure to regulate group certificates could resu lt in the federal governm ent 
determ ining th a t Alaska is not substan tia lly  enforcing the m inim um  federal standards 
resulting in federal regulation of A laska's health  insurance m arket.

Sec. 111. A S  21.90.900. Definitions for title.

This section adds two new definitions. The term  “certified financial s ta tem en t” is added 
to clarify its m eaning in relation to licensing requirem ents. This term  "medical care" as 
defined in P.L. 104-191 adding Sec. 2791(a)(2) to PHSA (42 U.S.C. 300gg-91(a)(2)) is 
added since it is needed in order to define "health care insurance".

Sec. 112. Repeal.

This section repeals the sections in AS 21.56 relating  to sm all employer health  insurance 
th a t conflict w ith federal law. As sta ted  above m any of the  provisions were modified and 
moved to AS 21.54 since they apply to both large and sm all groups under the federal law.

AS 21.42.375(d) (mammography) and AS 21.42.395(d) (prostate and cervical cancer
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screening) exclude lim ited and supplem ental benefit plans from the applicability of the 
provisions and since these are excluded by use of th 3 newly defined term  "health care 
insurance plan" these sections were repealed.

Also this section corrects an  oversight by repealing C hapter 81 th a t was superseded by 
legislation enacted in 1995 (AS 21.09.310).

Sec. 113, Sec. 116, a n d  Sec. 119. M e n t a l  health insurance effective dates.

These sections establish  the effective date of Ja n u a ry  1, 1998 and sunset on Septem ber 
20, 2001 of the m ental health  insurance provisions required under the federal law.

Sec. 114. a n d  Sec. 115. R e p e a l  of sunset provisions.

These sections repeal the  sunset provisions in AS 21.56 relating to Small Employer 
Health Insurance and the D ental, Vision and H earing provision in AS 21.42.385. The 
repeal of AS 21.56 is necessary since the availability provisions in AS 21.56 are  required 
by federal law which do not sunset.

Sec. 117. a n d  Sec. 118. Effective dates.

Sec. 6, 7, 27-30, and 91 take effect on Jan u ary  1, 1998. All other sections take  effect on 
Ju ly  1, 1997.
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E X E C U T I V E  S U M M A R YK A S S E N B A U M / K E N N E D Y  B IL L  
P re s e n te d  by  

M a r ia n n e  K. B u rk e , D ire c to r  
D iv isio n  o f In s u ra n c e

H e a lth  In s u ra n c e  P o r ta b i l i ty  a n d  A c c o u n ta b ili ty  A ct o f 1996 (HIPAA, o r  
K assen b a u in /K e n n ed y )

• signed by the President on August 21, 1996

• m ost sweeping health  care legislation since passage of Employee Retirem ent 
Income Security Act (ERISA) in 1974

G e n e ra l  S t ru c tu r e  o f H IPAA:

1 ) am endm ents to ERISA. One reason the law is so sweeping is it affects self­
funded plans, and helps level the playing field by imposing standards on 
plans over which the s ta te s  have no jurisdiction

2) parallel am endm ents to the Public H ealth Service Act (PHSA) th a t affect 
health  carriers

3 ) am endm ents to the tax  code for long-term care insurance, medical savings 
accounts and deductibility for the self-employed

O ur bill focuses on num ber 2 - am endm ents to our insurance code.

In s u r a n c e  C ode a m e n d m e n ts  fall into three areas:

• sm a ll g ro u p  m a rk e t  reforms

• la rg e  g ro u p  m a rk e t  reforms

• in d iv id u a l m a rk e t  reform s 

E s s e n tia l  e le m e n ts  of HIPAA:

S m a ll g ro u p  m arket:

1 ) g u a ra n te e d  issu e  to

• a ll sm a ll e m p lo y e rs  (defined as those having an average num ber of 
employees during the  prior year of 2-50)

• a ll e lig ib le  e m p lo y e e s

• a ll p ro d u c ts  offered by a carrier in the sm all group m arket, not ju s t the 
standard  and basis plans as in current law
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2 ) g u a ra n te e d  re n e w a b il i ty  of all policies with certain enum erated 
exceptions

3 ) p re e x is t in g  c o n d itio n  e x c lu s io n  l im ita t io n s  - limited to 6/12 (lookback/ 
exclusion) with credit for prior coverage as long as there has been no gap in 
coverage greater than  63 days; cu rren t Alaska law allows a gap no longer 
than  90 days

L arg e  G ro u p  market:

1 ) g u a ra n te e d  re n e w a b il i ty  of all policies with certain  enum erated 
exceptions

2 ) p re e x is t in g  c o n d itio n  e x c lu s io n  l im ita t io n s  - lim ited to 6/12 (lookback/ 
exclusion) with credit for prior coverage as long as there has been no gap in 
coverage greater than  63 days

The bill calls for a study of availability in the  large group m arket; no guaranteed 
issue requirem ents in this m arket.

In d iv id u a l m arket:

1 ) g u a ra n te e d  issu e  to eligible individuals (those with 18 m onths creditable 
coverage, most recently in a group plan, with no break in coverage greater 
than  63 days

2 ) g u a ra n te e d  re n e w a b il i ty  of all policies with certain enum erated 
exceptions

3) n o  p re e x is t in g  c o n d it io n  e x c lu s io n s  may be imposed o n  e lig ib le  
in d iv id u a ls

P re g n a n c y  a n d  g e n e tic  te s t in g  in  a b se n c e  o f th e  c o n d it io n  a re  n o t a llow ed  
a s  p re e x is t in g  c o n d itio n s  in the group m arket, and are not allowed for eligible 
individuals in the individual m arket.

HIPAA creates federal standards in the area  of health insurance by essentially 
creating a floor in certain areas, below which s ta te  standards m ay not fall.

• however, s ta te  flexibility exists

• certain sta te  laws are  specifically preem pted if not in compliance w ith the 
federal standards, for example preexisting condition exclusion provisions

W ith respect to the individual m arket, the federal standards will not apply if the 
sta te  enacts w hat is called an  a c c e p ta b le  a l te rn a t iv e  m e c h a n ism . There is a 
four-pronged test for an acceptable a lternative mechanism, and the sta tes are 
given m any options as to how to comply.

HIPAA requires th a t an a c c e p ta b le  a l te rn a t iv e  m e c h a n ism  m eet fo u r  
re q u ire m e n ts :

1. I t  m ust provide eligible individuals w ith a c h o ic e  of coverage;
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2. It cannot impose any p re e x is t in g  c o n d it io n  e x c lu s io n s  for eligible 
individuals;

3. The choice m ust include a t  le a s t  o n e  p o licy  fo rm  th a t is:

(i) com parable to c o m p re h e n s iv e  c o v e ra g e  in the individual m arket in 
the  sta te ; o r

(ii) com parable to the  s ta n d a r d  plan under the s ta te ’s sm all group or 
individual laws;

-AND-

4. The s ta te  m ust be im plem enting o n e  o f  th r e e  things:

(a) one of tw o  sp e c if ie d  NAIC m o d els  law s on individual m arket reform;

(b) a qualified h ig h  r is k  poo l as defined in the law; or

(c) (i) a m echanism  providing for r i s k  a d ju s tm e n t, r i s k  s p re a d in g , or a
risk  spreading mechanism  or otherwise provides for some f in a n c ia l  
s u b s id iz a t io n  of eligible individuals; or

(ii) a m echanism  allowing eligible individuals a c h o ic e  o f  a ll 
a v a ila b le  individual health  insurance coverage.

MKB/cw-l249.ins -3- 012997b



O V E R V IE W  K A S S E B A U M /K E N N E D Y  B IL L
P re s e n te d  by 

M a r ia n n e  K. B u rk e , D ire c to r  
D iv ision  o f In s u ra n c e

O verv iew : P.L. 104-191, commonly called Kassebaum /Kennedy (K/K), creates 
federal standards for both the  individual and group health  insurance m arkets, but 
it does perm it substantia l s ta te  flexibility for compliance. The law requires 
insurers to offer coverage to a ll sm all e m p lo y ers  th a t apply for coverage and to  
in d iv id u a ls  m eeting certain  requirem ents (g u a ra n te e d  issue); to guarantee 
renew coverage in both the group and individual m arkets (g u a ra n te e d  re n e w a l) ; 
and to l im it  th e  u se  o f  p re e x is t in g  c o n d itio n  e x c lu s io n s  in  th e  g ro u p  
m a rk e t  a n d  e lim in a te  th e m  in  th e  in d iv id u a l m a rk e t  fo r  e lig ib le  
in d iv id u a ls . However, the federal law does not lim it the  prem ium s th a t issuers 
can charge for any type of coverage.

P re e m p tio n : The te s t  fo r  p re e m p tio n  in all cases EXCEPT for provisions 
relating to preexisting condition exclusions is: w hether the s ta te ’s standards and 
requirem ents would p r e v e n t  th e  a p p lic a tio n  o f th e  fe d e ra l  law .

The te s t  fo r  p re e m p tio n  for provisions affecting p re e x is t in g  c o n d itio n  
e x c lu s io n s  is: The federal law DOES “su p e rse d e  a n y  p ro v is io n  o f S ta te  law  
which establishes, im plem ents, or continues in effect a standard  or requirem ent 
applicable to imposition of a preexisting condition exclusion specifically governed 
by the law (in ERISA section 701 or PHSA section 2701) which d iffe rs  from the 
standards or requirem ents in those sections, U N LESS the S ta te  provision meets 
one of seven sp e c ific  e x c e p tio n s .

I .  G e n e ra l P o in ts

II. G ro u p  M a rk e t

K/K requires g u a ra n te e d  is su e  o f all p ro d u c ts  in  th e  sm a ll g ro u p  m a rk e t.
This is a relatively radical requirem ent for a num ber of sta tes. The federal law is 
also very specific th a t a sm a ll g ro u p  is a  g ro u p  o f  2 to  a t  le a s t  50. S ta tes may 
extend the law ’s guaranteed issue protection to larger groups, and include groups 
of 1 if  they cover the self-employed in the small group ra th e r than  the individual 
m arket.

The g u a ra n te e d  re n e w a b il i ty  requirem ent applies to g ro u p s  o f all sizes.

The rules restricting the use of p re e x is t in g  c o n d it io n s  e x c lu s io n s  and 
prohibiting the  use of h e a l th  s ta tu s - re la te d  fa c to rs  for purposes of issuing and 
renewing coverage apply to g ro u p s  o f a ll sizes.

NAIC 1992 S m all G ro u p  M odel

Alaska adopted a modified version of the NAIC’s 1992 Sm all Group Model.

The 1992 Small Group Model only requires guaranteed  issue of a basic and 
standard  health  benefit plan by all health  carriers doing business in a s ta te ’s
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sm all group m arket. A s ta te  w ith this model will therefore need to expand the 
guaran teed  issue requirem ent to all products offered by the insurer. K/K requires 
guaranteed  issue of all products in the sm all group m arket.

The 1992 Small Group Model requires guaranteed renewability, subject to certain 
exceptions. In general these exceptions are consistent with the federal law, but 
need the revisions suggested by the P.L. 104-191 S tates Im plem entation Working 
Group.

The 1992 Small Group Model allows a preexisting condition exclusion of twelve 
m onths. This is consistent w ith K/K, except th a t the model requires certain 
revisions to prohibit preexisting condition exclusions based on pregnancy as a 
preexisting condition and to extend the perm issible period for a gap in coverage to 
63 days.

Another key issue is the definition of “sm all employer.” The federal law is very 
specific th a t there is guaranteed  issue for groups of 2 to a t least 50, and it sets 
forth the method of calculating tha t group. The 1992 Model m ust be modified as 
suggested to conform to the federal requirem ents.

The 1992 Model m ust also be revised to ensure th a t its concept of “qualifying 
previous coverage” and “qualifying existing coverage” are consistent with the 
federal law ’s concept of “creditable coverage.”

III. In d iv id u a l  M a rk e t

We would like to review the possible scenarios for im plem enting an acceptable 
alternative  mechanism to m eet the requirem ents of K/K for the individual m arket.

The law requires th a t an  a c c e p ta b le  a l te rn a t iv e  m e c h a n ism  m eet fo u r  
r e q u ire m e n ts :

1. It m ust provide eligible individuals w ith a c h o ic e  of coverage;
2. I t cannot impose any p re e x is t in g  c o n d it io n  e x c lu s io n s  for eligible 

individuals;
3. The choice m ust include a t least one policy form th a t is:

(i) comparable to c o m p re h e n s iv e  c o v e ra g e  in the individual m arket in the 
state; o r

(ii) comparable to the s ta n d a r d  plan under the s ta te ’s sm all group or 
individual laws;

-AND-

4. The s ta te  m ust be im plem enting o n e  o f th r e e  things:

(a) one of the tw o  NAIC m o d e ls  law s  on individual m arket reform;
(b) a qualified h ig h  r i s k  p o o l as defined in the law; or
(c) (i) a m echanism  providing for r i s k  a d ju s tm e n t , r i s k  s p re a d in g , or a 

risk  spreading m echanism  or otherwise provides for some f in a n c ia l 
s u b s id iz a tio n  of eligible individuals; or
(ii) a m echanism allowing eligible individuals a c h o ic e  o f  a ll a v a ila b le  
individual health  insurance coverage.

MICB/cw.l2S0 ins -2 - 012997a



(1 ) has had, in the aggregate, a t least 18 m onths of creditable coverage;
■ 2 ) the m ost recent coverage is under a group, governm ental, or church plan 

including a self insured group;
(3) is not eligible for any other coverage, including Medicare, Medicaid, etc.;
(4 ) has not had coverage term inated for nonpaym ent of prem ium s or fraud;
(5) has exhausted a COBRA continuation option if one was available;
(6 ) has had no gap in coverage exceeding 63 days.

Given these requirem ents, w hat are a s ta te ’s options?

Option 1: G u a r a n t e e d  issue of all products in the individual market.

States th a t already have guaranteed issue of all products in the individual m arket 
will have to do little to comply with the federal law’s requirem ents. However, 
even these sta tes m ust ensure th a t any s ta te  restrictions lim iting the individuals 
eligible for guaran teed  issue do not prevent those individuals who are eligible for 
guaranteed issue under the federal law from obtaining coverage. The s ta te  m ust 
also ensure th a t its high risk  pool does not impose any preexisting condition 
exclusions for federally defined eligible individuals.

Option 2: H i g h  risk pool.

The federal law defines a qualified high risk  pool as one that:

(1 ) Provides coverage to all eligible individuals.
(2) Does not impose a preexisting condition on an eligible individual;
(3) Provides for prem ium  ra tes and covered benefits for such coverage consistent 

with the NAIC’s Model H ealth P lan for U ninsurable Individuals Model Act 
(i.e., prem ium  rates do not exceed 200 percent of standard  risk rates);

S tates th a t choose this option will have to m ake sure th a t their risk pool meets 
the requirem ents above. O ther issues raised by the high risk  pool:

(1 ) Can s ta te  residency requirem ents stand?
(2 ) M ust the high risk pool provide a choice of more than  one policy? Will one 

policy w ith a choice of deductibles suffice?
(3) W hat is a  “com prehensive” policy w ith respect to a s ta te ’s individual m arket?

Option 3: A d o p t  o n e  of the t w o  N A I C  individual m a r k e t  models.

K/K references the two NAIC models addressing individual m arket reform: (1) the 
Small Employer and Individual H ealth Insurance Availability Model Act, as it 
relates to the  individual m arket (“Availability” Model); and (2) the Individual 
H ealth Insurance Portability  Model Act (“Portability” Model).

Adoption of one of these models will constitu te  an  acceptable a lternative 
mechanism , provided th a t the other th ree  criteria  are met: a  choice of coverage for 
all federally defined eligible individuals, which includes a choice of a 
comprehensive policy, and no preexisting condition exclusions for these 
individuals.

U nd e r the federa l law , an e lig ib le  in d iv id ua l:
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These two models are being reviewed and revised by the NAIC P.L. 104-191 States 
Im plem entation Working Group to make the revisions required for compliance 
with K/K.

G e n e ra l S t ru c tu r e  o f th e  A v a ila b ility  M odel

In the small group m arket, the Availability Model requires guaranteed issue of all 
products, including a standard  and basic plan. In the individual m arket it also 
requires guaranteed issue of all products, including a  standard  and basic plan, but 
sets out two options: a year-round guaranteed issue requirem ent, or a rolling 
open enrollm ent option which guarantees an individual one-month each year in 
which to obtain a product. It requires adjusted community rating, with variations 
allowed only for geographic area, family composition, and age.

It requires guaranteed  renewability for both sm all group and individual products, 
subject to standard  exceptions such as fraud or m isrepresentation, nonpaym ent of 
premiums, etc. In general these exceptions are  consistent w ith the requirem ents 
of the federal law, subject to some deviations.

In general the Availability M odels provisions for preexisting condition exclusions, 
definition of preexisting condition, eligible individual, etc. are sim ilar to the 
requirem ents of the federal law. However, it  allows a twelve-month preexisting 
condition exclusion and therefore m ust be modified to prohibit any exclusions for 
federally defined eligible individuals. Also, the  concept of “crediting” coverage and 
shortening preexisting condition exclusions accordingly differs somewhat, as do 
some slight elem ents of the phrasing of the definitions. Because of the very 
preemptive language of the federal law for s ta te  provisions th a t address 
preexisting condition exclusions, some revisions have been madp to the language of 
this model.

G e n e ra l S t r u c tu r e  o f  th e  P o r ta b il i ty  M odel

The Portability Model addresses only the individual m arket. It requires 
guaranteed issue of a  basic and a standard  plan by all health  carriers doing 
business in the  s ta te ’s individual m arket. The director establishes by regulation 
the form and level of coverage of the basic and standard  health  benefit plans. It 
perm its rating  bands, subject to certain requirem ents.

The Portability Model requires guaranteed renew ability of individual health  
benefit plans.

It allows a twelve-month preexisting condition exclusion and therefore m ust be 
modified to prohibit any exclusions for federally defined eligible individuals.

O p tio n  4: M a n d a to ry  g ro u p  c o n v e rs io n  p o lic ie s .

Some sta tes have m andatory group conversion policies. These policies will not 
apply to individuals covered by self-funded ERISA plans. Therefore, such laws 
alone will not enable a s ta te  to comply with K/K because they will not protect 
many individuals who arc entitled to protection under the federal law. Alaska 
does not have m andatory group conversion policies.
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O p t io n  5: O p e n  e n ro l lm e n t  b y  one  o r  m o re  h e a lth  in s u ra n c e  issue rs .
States th a t have im plem ented open enrollm ent by one or more insurers have in 
place a broader protection th an  th a t afforded by the rolling open enrollm ent option 
of the NAIC Availability Model. However, the rolling open enrollm ent option as 
set forth in the revised NAIC model is sufficient for compliance w ith K/K’s 
guaranteed  issue requirem ents because it would allow federally defined eligible 
individuals to have 63 days to obtain coverage and would not require them to w ait 
until the  m onth of th e ir b irthday. U nder the NAIC model, o ther individuals w ith 
previous coverage could obtain coverage within 31 days of the term ination of the 
previous coverage. Not available in  Alaska.

O p tio n  6 : Som e c o m b in a t io n  o f th e  4 o p tio n s  above.

The federal law perm its s ta te s  to have some combination of permissible 
m echanism . (Section 2744(a)(2).) The law does not specify w hether a s ta te  m ust 
offer every eligible individual the sam e choices, or w hether it may provide 
different groups w ith different choices.

A nother point is th a t some m echanism s already contained in s ta te  law will not 
protect individuals whose previous coverage was in a self-funded ERISA plan.
This is a problem with m andatory conversion laws, as noted above.

O p tio n  7: R ely  o n  fe d e ra l  fa llb a c k  s ta n d a rd s  in s te a d  o f im p le m e n tin g  a n  
a l te r n a t iv e  m ec h an ism .

G u a ra n te e d  A v a ila b ility : Federal standards apply if there is No S tate 
A lternative Mechanism. (Section 2741(c)). Therefore, in sta tes th a t do NOT 
im plem ent an acceptable a lternative  mechanism under Section 2744, the following 
s tandards and exceptions apply:

A. The h e a l th  in s u ra n c e  i s s u e r  may e le c t to lim it coverage to eligible persons 
to a c h o ic e  of only tw o  d if fe re n t  p o licy  fo rm s  (Section 2741(c)), both of 
which m ust:

( 1 ) be designed for, m ade generally available to, are actively m arketed to, 
and enroll both eligible and other individuals; a n d

(2) Either:

(a) be the “m ost popular policy forms:” The forms w ith the largest and 
second largest p re m iu m  v o lu m e  in the s ta te  or applicable 
m arketing or service area (as defined in regulation); o r

(b) be “policy forms w ith representative coverage:” Be a lower level and 
a higher level form, each of which contains benefits substantially  
sim ilar to o ther individual coverage offered by the  issuer AND each of 
which is covered under some risk spreading mechanism.

(i) Lower level coverage is defined as having an actuarial value of 
85-100%  of the weighted average;

(ii) H igher level coverage is defined as having an actuarial value of 
a t least 15% g rea ter th an  lower level coverage and between 100- 
12 0 % of the weighted average;
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(iii) A risk  spreading m echanism  m ust provide for risk  adjustm ent, 
risk  spreading, or a risk  spreading m echanism  (either among 
issuers or among the policies of an issuer); or m ust otherwise 
provide for some financial subsidization for eligible individuals, 
including through assistance to participating issuers. (Sec. 
2744(c)(3)(A).)

(3) For purposes of Section 2741(c), policy forms which have different cost- 
sharing  arrangem ents or different riders shall be considered different 
policy forms.

B. Special Rules for Network Plans: (These apply if  the sta te  does not 
im plem ent an a lternative mechanism):

(1 ) A netw ork plan m ay limit enrollees to those who live, reside or work in 
the service area;

(2) A netw ork plan may deny coverage based on the p lan’s enrollm ent 
capacity lim its, as long as coverage is denied uniformly w ithout regard to 
health  sta tus-related  factors;

(3) If coverage is denied based on service capacity, the issuer is suspended 
from offering new coverage in  the  service area  for 180 days;

C. Exception for Financial Capacity: (This applies if the  s ta te  does not 
im plem ent an  alternative  mechanism.)

(1 ) H ealth  insurance issuer may deny health  insurance coverage in the 
individual m arket to an eligible individual if the issuer dem onstrates to 
the director that:

(a) It lacks financial reserves necessary to underw rite additional 
coverage; AND

(b) Is applying th is denial uniformly to all individuals in the  s ta te ’s 
individual m arket, consistently w ith s ta te  law and w ithout regard to 
health  sta tus-related  factors and w ithout regard to w hether 
individuals are eligible individuals.

(2) If an issuer denies coverage based on financial capacity, it is suspended 
from offering coverage in the  individual m arket in th a t service area  for 
the la te r of: 180 days from the date  of denial; or until the issuer 
dem onstrates to the director, if  required under s ta te  law, th a t it has 
sufficient financial reserves to underw rite additional coverage.

G u a ra n te e d  R e n e w a b ili ty

A. Federal S tandards apply REGARDLESS of w hether the  s ta te  is im plem enting 
an a lternative  mechanism  for guaran teed  issue.

B. All individuals enjoy guaranteed  renewability, not ju s t  individuals eligible for 
guaran teed  issue.
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Cl) N onpaym ent of premiums;

(2) F raud  or intentional m isrepresentation of a m aterial fact by an 
individual;

(3) Term ination of a product: Issuer m ust provide notice to enrollee 90 days 
before term ination, offer option to purchase any other individual product 
offered by the issuer, and act uniformly w ithout regard to health  status- 
re la ted  factors;

(4) D iscontinuance of all individual coverage: Issuer m ust provide notice to 
the director and enrollees 180 days before term ination, and is prohibited 
from m arket reentry  for 5 years after date of last discontinuation due to 
nonrenewal.

(5) N etw ork plans: Issuer may nonrenew if the individual no longer resides, 
lives, or works in the service area, provided th a t the issuer nonrenews 
uniformly, w ithout regard to health  sta tus-related  factors.

(6 ) Association m em bership ceases: Issuer may nonrenew if the individual 
ceases to be a m ember of the association through which coverage is 
obtained, provided th a t the issuer nonrenews uniformly, w ithout regard 
to health  sta tus-related  factors.

(7) Modification of coverage: At the time of coverage renewal, issuer may 
modify the policy form consistent w ith s ta te  law and provided th a t 
modification is effective on uniform basis among all individuals having 
th a t policy form.

C. Excep tions to guaranteed re n ew ab ility  requ irem ent:

IV. O th e r  Is s u e s

M a n d a to ry  M a te rn i ty  C o v e rag e

The Newborns’ and M others’ H ealth Protection Act of 1996 is an am endm ent to 
the H ealth Insurance Portability and Accountability Act of 1996 ( P.L. 104-191).
It applies to health  care coverage sold in both the sm all and large group m arkets 
and the individual m arket.

The Act prohibits group health  plans and health  insurance issuers from restricting 
hospital coverage in connection w ith childbirth to less than  48 hours for a normal 
vaginal delivery and less th an  96 hours for a cesarean section. I t also prohibits 
plans from requiring the  provider to obtain authorization for stays of this length. 
However, these exceptions do not apply to any case in which the decision to 
discharge the m other earlier than  these minimum periods is m ade “by an 
attending provider in consultation w ith the m other.”

The law also prohibits a group health  plan or health  insurance issuer from 
denying coverage to a  m other or child to avoid the law’s requirem ents, or from 
offering them  financial incentives to reduce the length of stay. Nor may group 
health plans and health  insurance issuers penalize attending providers for 
complying w ith the law or create financial incentives for providers th a t are 
inconsistent w ith the law.
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The law contains three broad exceptions to the preem ption of sta te  law addressing 
hospital stays for childbirth. S ta te  law is NOT preem pted if: (1) the s ta te  law 
requires coverage for a m inimum of 48 hours for normal vaginal delivery and 96 
hours for cesarean section; or (2 ) the sta te  law requires coverage for m aternity  and 
pediatric care in accordance with guidelines issued either by the American College 
of O bstetricians and Gynecologists, or the American Academy of Pediatrics, “or 
other established professional medical associations”; or (3) the sta te  law requires 
that, in connection w ith coverage for m atern ity  care, the decision about the 
hospital length  of stay  is left to (or required to be m ade by) the attending provider 
in consultation w ith the m other.

The law also directs the Secretary of the U.S. D epartm ent of H ealth  and Hum an 
Services to appoint an advisory panel to review studies th a t the Act requires the 
Secretary to undertake and to develop a consensus about the appropriateness of 
the Act’s requirem ents. The advisory panel is to include representation from 
num ber of specified entities, including s ta te s  and entities having expertise in 
consumer issues.

Because th is Act is an am endm ent to P.L. 104-191 (Kassenbaum-Kennedy), the 
enforcement provisions of th a t act also apply to th is law. S tates will enforce the 
m aternity  provisions against insurance carriers and entities under s ta te  
jurisdiction unless the HHS Secretary determ ines th a t a s ta te  has failed to 
substantially  enforce a provision, in which case the HHS Secretary will enforce the 
law. The Secretary  of the  U.S. D epartm ent of Labor will enforce the law with 
respect to ERISA plans.

The Act is effective Jan u ary  1 , 1998.

M en ta l H e a lth  P a r i ty

The M ental H ealth  Parity  Act of 1996 is an am endm ent to the H ealth Insurance 
Portability and Accountability Act of 1996 (P.L. 104*191). It applies only to health 
care coverage sold through the  large group m arke t (groups of 51 or more).

The law provides th a t if a  group plan does n o t  im p o se  an a g g re g a te  life tim e  
lim it on m e d ic a l a n d  s u rg ic a l  b e n e fits , it m ay n o t im p o se  su c h  a  lim it on  
m e n ta l h e a l th  b e n e f its . If  the plan does impose an aggregate lifetime limit, the 
Act requires the plan to include m ental health  benefits with medical/surgical 
benefits in the  aggregate lim it and not distinguish  between the two; or in the 
alternative, to offer an aggregate lim it for m ental health  benefits th a t is not less 
than  the aggregate lim it for medical/surgical benefits. For plans th a t categorize 
among different types of medical and surgical benefits for the purpose of applying 
limits, the Secretary of the U.S. D epartm ent of H ealth and Hum an Services (or, 
for self-funded ERISA plans, the  Secretary of the  U.S. D epartm ent of Labor) is 
authorized to prom ulgate regulations for determ ining the aggregate lifetime limit. 
The law specifies the  m ethod for computing th is limit.

The Act imposes id e n tic a l  ru le s  fo r  a n n u a l  lim its . If a  plan does not include 
an annual lim it on medical and surgical benefits, it may not impose such a limit 
on m ental health  benefits. If the plan does impose an annual limit, it m ust either 
include m ental health  benefits in the aggregate and not distinguish between 
medical/surgical and m ental health  benefits, or in the alternative, not impose any 
limit on m ental health  benefits th a t is less than  the medical/surgical benefits 
limit. Again, for plans th a t categorize medical/surgical benefits and apply 
different lim its per category, the HHS Secretary (or Labor Secretary) is required
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to prom ulgate regulations for computing the aggregate annual lim it as specified in 
the Act.

The Act does not require a group health  plan to offer any m ental health  benefit, 
and does not affect the term s and conditions rela ting  to the scope of any m ental 
health benefit th a t is provided, except as described above w ith respect to limits.

The scope of th is Act is limited by four of its provisions. F irst, as noted above, 
there is an exemption for small employers, defined as those having two to fifty 
employees. Second, there is an exemption if a group health  plan experiences “an 
increase in the cost under the plan (or for such coverage) of a t least 1 percent.’’
The law does not m ake clear how this provision would be determ ined or enforced. 
Third, m ental health  benefits as defined in the law do not include substance abuse 
or chemical dependency services. Fourth, there  is a sunset provision.

W ithout additional Congressional action, th is law is only in effect from Jan . 1,
199S through Sept. 30, 2001.

Because this Act is an am endm ent to P.L. 104-191 (Kassenbaum-Kennedy), the 
enforcement provisions of th a t act also apply to th is law. S tates will enforce the 
m ental health  parity  provisions against insurance carriers and entities under sta te  
jurisdiction unless the HHS Secretary determ ines th a t a sta te  has failed to 
substantially  enforce a provision, in which case the HHS Secretary will enforce the 
law. The Secretary of the U.S. D epartm ent of Labor will enforce the law with 
respect to ERISA plans.
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E x p e n d itu res /R ev en u es

COMPONENT SERIAL NO. 

(Thousands of Dollars)

2087

OPERATING EXPENDITURES FY 98 FY 99 FY 00 FY 01 FY 0 2 FY 0 3
PERSONAL SERVICES
TRAVEL
CONTRACTUAL . .

SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1 0 0 2  Federal Receipts
1 0 0 3  GF Match
1 0 0 4  GF
1 0 0 5  GF/Program Receipts
1 0 0 6  GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate of any current year  (FY97) cos t: S 0.0
POSITIONS
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separa te  page if necessary)

C S S B  1 0 5  (S T A ) m a k e s  n u m e ro u s  a m e n d m e n ts  t o  t h e  le g is la t iv e  a n d  e x e c u t iv e  b ra n c h  e th ic s  a c ts ,  e x p a n d s  th e  
r e p o r t in g  r e q u i r e m e n ts  o f  lo b b y is t s ,  r e q u ir e s  e x e m p t  a n d  p a r t ia l ly  e x e m p t  s t a t e  e m p lo y e e s  a b o v e  ra n g e  1 9  t o  f i le  
r e p o r t s  u n d e r  t h e  c o n f ' i c t  o f  in te r e s t  s t a t u t e s  (A S  3 9 . 5 0 ) ,  a n d  m a k e s  a c o n fo rm in g  a m e n d m e n t  t o  t h e  d e f in i t io n  
o f  " p u b l ic  o f f i c ia l "  f o r  e m p lo y m e n t  s e c u r i t y  s t a tu te s .  In  a m e n d in g  th e  e x e c u t iv e  b r a n c h  e th ic s  a c t ,  t h e  b il l 
t r a n s f e r s  c e r ta in  r e s p o n s ib i l i t ie s  f o r  e n fo r c in g  t h e  a c t  f r o m  th e  A t t o r n e y  G e n e ra l t o  th e  P e rs o n n e l B o a rd .  T h e  
A t t o r n e y  G e n e ra l r e ta in s  p r o s e c u to r ia l  a u t h o r i t y  in  f o rm a l p r o c e e d in g s  b e fo r e  t h e  B o a rd ,  a n d  r e s p o n s ib i l i t y - f a r  
e n fo r c in g  t h e  B o a r d ’ s d e c is io n s .  C S S B  1 0 5  (S T A ) a ls o  a d d s  n e w  p r o h ib i t io n s ,  n e w  r e p o r t in g  r e q u i r e m e n ts ,  n e w  
d is c lo s u r e s ,  a n d  e x p a n d s  l is t  o f  p e r s o n s  a f f e c t e d  b y  t h e  a c t .

T h is  b i l l w i l l  h a v e  n o  f is c a l im p a c t  o n  th e  D e p a r tm e n t  o f  L a w .  W h e n  th e  E x e c u t iv e  E th ic s  A c t  w a s  p a s s e d  in  
1 9 8 6 ,  th e  le g is la tu r e  d id  n o t  p r o v id e  fu n d in g  t o  th e  D e p a r tm e n t  o f  L a w  to  p e r f o rm  its  n e w  r e s p o n s ib i l i t ie s .  
C o n s e q u e n t ly ,  t h e  d e p a r tm e n t  h a s  la r g e ly  r e l ie d  o n  e th ic s  s u p e r v is o r s  in  th e  a p p r o p r ia te  s ta te  a g e n c ie s  t o
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STATE OF ALASKA
19 9 7 LEG ISLATIVE SESSION

BILL NO. SB 105 ^

A N A L Y S IS  C O N T I N U A T I O N :

p e r fo rm  in v e s t ig a t io n s :  w h e r e  p o s s ib le , c h a rg e d  o th e r  a g e n c ie s  th r o u g h  in te ra g e n c y  a g re e m e n ts  fo r  w o r k  
p e r fo rm e d  u n d e r  th e  a c t  o n  th e ir  b e h a lf ; a n d  w h e n  n e c e s s a ry  to  u n d e r ta k e  th e  d e p a r tm e n t 's  d u tie s  w i th  s c a rc e  
g e n e ra l fu n d s ,  p e r fo rm e d  th e m  a t th e  e x p e n s e  o f  o th e r  w o r k .

T h e  D e p a r tm e n t  o f  L a w  re ta in s  r e s p o n s ib il i ty  fo r  c e r ta in  fu n c t io n s  u n d e r  th e  S ta te  A f fa ir s  C o m m it te e  S u b s t i tu te  
in c lu d in g  p ro s e c u t in g  e th ic s  v io la t io n s  b e fo re  th e  B o a rd , s e e k in g  c iv il a n d  c r im in a l p e n a lt ie s , w h e re  a p p ro p r ia te , 
a n d  a s  a p ra c t ic a l m a t te r ,  c o n t in u in g  to  p ro v id e  in fo rm a l a d v ic e  o n  th e  E th ic s  A c t  to  a g e n c ie s  as w e ll .  T h e  
d e p a r tm e n t  h o p e s  to  c o n t in u e  to  la rg e ly  re ly  o n  in te r a g e n c y  a g re e m e n ts  to  fu n d  th e s e  a c t iv it ie s .
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Alaska State Legislature

Select Committee on 
Legisla tive E th ics

716 W. 4th , Suite 230 M a il in g  A d d re s s :  
P .O .B o x  10 14 6 8  
A n c h o ra g e ,  A K  
9 9 5 10  - 14 6 8

A n c h o ra g e  A K  
(9 0 7 )  2 5 8 - 8 1 7 2  
F A X : 2 5 8 - 2 10 6

DATE: April 16, 1997

TO: Senator Tim Kelly, Chair 
Rules Committee

FROM: SM&v Barnett, Staff
Select Committee on Legislative Ethics

RE: Review of Ethics Bill, CSSB 105 (FIN)

An Act relating to legislative and executive branch ethics; re la tin g  
to campaign finances for candidates for the legislature; relating to  
the conduct of lobbyists with respect to public officials; relating to  
the filing of disclosures by certain state employees and officials; 
making a conform ing am endm ent to the definition of ‘public  
official for em ploym ent security statutes and providing for a n 
effective date.

This  d o c u m e n t  is i n t e n d e d  to s u p p l e m e n t  the bil l ,  r e l a t i n g  to c h a n g e s  to t h e  
Leg is la t ive  Ethics  Code,  AS 24.60,  the E xecu t iv e  B r a n c h  Eth ics  Act,  AS 39.52 a n d  
the Sta te  Per son ne l  Act.  AS  39 ,25 ,  the State E lec t ions  Act,  AS 15.13.. The p u r p o s e  
o f  this d o c u m e n t  is to p ro v id e  an e th ics  c o m m i t t e e  an a ly s i s  o f  the bill. ( H e r e i n ,  
“ c o m m i t t e e "  refers  to e t h i c s  co m m i t t e e . )

The fo llow ing  sections were amended by the Senate F i n a n c e
Committee: 1, 2, 3, 6, 8, 24, 45, 60, 63, 65, 111, 112, 113. No t e
■:omment re: Section 78.

S E C T I O N  1: AS 15 .13 .072 .(d ) R E S T R I C T I O N S  O N  S O L I C I T A T I O N  A N D  
A C C E P T A N C E  O F  C O N T R I B U T I O N S .  A m e n d s  the  S ta te  El ec t i ons  Act  to a l l o w  
i n c u m b e n t  l e g i s l a t o r s  and  c e r t a i n  l e g i s l a t i v e  e m p l o y e e s  to sol ici t  and a c c e p t  
c o n t r i b u t i o n s  for  n o n - l e g i s l a t i v e  c a m p a i g n s  d u r i n g  ses s ion .  This  a m e n d m e n t  
c o r r e s p o n d s  to the r e s t r i c t i o n s  set out in AS 2 4 . 6 0 .0 3 1 ( a ) ,  se ss ion  f u n d r a i s i n g  
r e s t r i c t i o n s  in the l e g i s l a t i v e  e th ics  code ,  and ,  wi th  the e x c e p t i o n  o f  n o t  
a l l o w i n g  the  g o v e r n o r  o r  It. g o v e r n o r  to f u n d r a i s e  for  any s tate off ice  d u r i n g  
ses s ion,  c o r r e s p o n d s  to the p ro p o se d  e x e c u t i v e  b r a n c h  ses s io n  f u n d r a i s i n g  
res t r ic t ions  set  ou t  in AS 39 .52 .1 32  o f  this bill.  ( A d d e d  in S e n .  F i n . )



S E C T I O N  2:  A S  1 5 . 1 3 . 1 1 6 ( a )  D I S B U R S E M E N T  O F  C A M P A I G N  A S S E T S  As 
a m e n d e d  by the  Sena te  F in ance  C o m m i t t e e ,  the  lan gu age i n c r e a s e s  the  p o r t i o n  
o f  the  u n u s e d  c a m p a i g n  c o n t r i b u t i o n  that  may be t r a n s f e r r e d  to a  f u t u r e  
e l e c t i o n  a c c o u n t ,  from $10,000 to $30 ,000  for c a n d id a t e s  for s e n a t e  an d  f r o m  
$5, 000  to $15 ,0 0 0  for c a n d id a t e s  for the  house .  Secs.  I l l  a n d  112 a l low  t h i s  
s e c t io n  a n d  the  s ec t ion be low to take  ef fe c t  i m m e d i a t e l y  and  to be r e t r o a c t i v e  
to D e c e m b e r  31,  1996. ( A d d e d  S e n .  F i n . )

S E C T I O N  3 :  A S  1 5 . 1 3 . 1 1 6  D I S B U R S E M E N T  O F  C A M P A I G N  A S S E T S  N e w  
s u b s e c t i o n  (d) a l low s ,  but  does  not  r e q u i r e ,  a  l e g i s l a t o r - e l e c t  to t r a n s f e r  $ 5 0 0 0  
p e r  y e a r  f r o m  the fu tu re  e l e c t i o n  a c c o u n t  to a l e g i s l a t i v e  o ff ic e  a c c o u n t .  
C u r r e n t  law 15.13.116 (9)(D)  a l lows  a one  t ime t r a n s f e r  o f  fu n d s  to an  o f f i c e
a c c o u n t  at  $ 5 0 0 0  m u l t i p l i ed  by the n u m b e r  o f  yea rs  i: the te rm  (5 2 0 ,0 0 0  p e r
s e n a to r ,  $10 ,0 0 0  p e r  r e p r e s e n t a t i v e ) .  Secs .  I l l  and 112 a l low this s e c t i o n  a n d
the s ec t i o n  a b o v e  to take ef fec t  i m m e d i a t e l y  and  to be r e t r o a c t i v e  to D e c e m b e r  
31,  1996.  ( A d d e d  by  S e n .  F i n . )

S E C T I O N  4 :  AS 2 3 . 2 0 . 5 2 6 ( d )  E X C L U S I O N S  F R O M  D E F I N I T I O N  OF
E M P L O Y M E N T .  C o n fo rm in g  a m e n d m e n t  based  on c h a n g e s  in this bil l  to t h e  
e x e c u t i v e  b r a n c h  e m p l o y m e n t  s e c u r i t y  s ta tu te s  to e n s u r e  tha t  the  p e o p l e  w h o
are  n o t  e l i g i b l e  for u n e m p l o y m e n t  c o m p e n s a t i o n  r e m a in  in e l i g ib l e .

S E C T I O N  5:  AS 2 4 . 2 5 . 0 1 0 ( e )  S U B P O E N A  P O W E R S :  T h e  e th i c s  c o d e
s p e c i f i c a l l y  g r a n t s  the e th ic s  c o m m i t t e e  the  a u t h o r i t y  to s u b p o e n a  w i t n e s s e s  
u n d e r  A S  24 .60 .150 (b ) (2 ) .  The s tatu te  to be  a m e n d e d  by this bill  sets  out  g e n e r a l  
a u t h o r i t y  fo r  l e g i s l a t i v e  s u b p o e n a s  an d  i n c lu d e s  a r e f e r e n c e  r e q u i r i n g  t h e  
c o n c u r r e n c e  o f  the  Sen a te  P r e s i d e n t  or  S p e a k e r  o f  the House .  S u b s e c t i o n ( e )  
c u r r e n t l y  p ro v i d e s  that  the  sec t i on  does  n o t  ap p ly  to the L e g i s l a t i v e  C o u n c i l  o r 
the L e g i s l a t i v e  B u d g e t  and A u d i t  C o m m i t t e e .  Like  the e th ics  c o m m i t t e e ,  b o t h  
the  c o u n c i l  an d  L B A  are  p e r m a n e n t  in te r im  co m m i t t e e s  and b o th  h a v e  e x p r e s s  
g r a n t s  o f  a u t h o r i t y  to s u b p o e n a  w i tn e s s e s .  It is the o p i n i o n  o f  the e t h i c s  
c o m m i t t e e  an d  the c o m m i t t e e ’s legal  co u n s e l ,  tha t  not  i n c l u d i n g  the  e t h i c s
c o m m i t t e e  in the  AS 24 .25 .0 10(e )  e x e m p t i o n  was an o v e r s i g h t ,  g i v e n  t h e
s p ec i f i c  g r a n t  o f  au thor i ty  to s u b p o e n a  w i tn e s se s  in the e th ics  c o d e  i tsel f.

S E C T I O N  6: A S  2 4 . 4 5 . 0 4 1 ( b )  L O B B Y I N G :  R E G I S T R A T I O N .  T h e  n e w
l a n g u a g e ,  as a m e n d e d  by S e n a t e  F i n a n c e  at the r e q u e s t  o f  APOC.  w o u l d  
s t r e a m l i n e  the  r e p o r t i n g  r e q u i r e m e n t s  set  ou t  in AS 2 4 .6 0 .0 7 0 (d )  an d  AS 
3 9 .52.15 5  o f  th is  bill,  for l eg i s l a to r s ,  l e g i s l a t i v e  em p l o y e e s  an d  s tate o f f i c i a l s .  
Th is  l a n g u a g e  adds  a r e q u i r e m e n t  tha t  the lobb yi s t  r epo r t  on  the  l o b b y i s t s  
r e g i s t r a t i o n  fo rm,  w h e t h e r  t h e i r  sp o u se  or  spo us al  e q u i v a l e n t  is a  l e g i s l a t o r ,
l e g i s l a t i v e  e m p l o y e e  or  s tate o ff ic ia l .  ( A d d e d  b y  S en .  F in . )

S E C T I O N  7: A S  2 4 . 4 5 . 1 7 1 ( 1 2 )  D E F I N I T I O N S .  Adds  " a n o t h e r  l e g i s l a t i v e
e m p l o y e e  s u b j e c t  to d i s c lo s u re "  to the  d e f i n i t i o n  o f  publ ic  o ff i c i a l  or  p u b l i c  
o f f i c e r  in r e la t ion  to lobbying  s ta tu tes,  ( see  AS 24 .6 0 .9 90(a )(15 )  in this bil l)

S E C T I O N  8 :  A S  2 4 . 6 0 .0 3 0  P R O H I B I T I O N S / L e g i s l a t i v e  E t h i c s  C o d e
S u b - p a r a :  ( a ) 2 ) ( A ) :  As  a m e n d e d  by Se n a te  F in ance ,  the  use o f  s t a t e

re s o u r c e s  for  pe r sona l  pu rp oses  w o u ld  be a l l o w ed  if the use does  not i n t e r f e r e  
wi th  the  p e r f o r m a n c e  o f  p u b l i c  dut ies  and e i t h e r  the cost  is n o m i n a l  o r  t h e  
u s e r  r e i m b u r s e s  the  s ta te  for the  cost .  ( A m e n d e d  by S en .  F i n . )

to 
•



S u b - p a r a :  ( a ) 2 ) ( C ) :  A s  a m e n d e d  by S e n a te .  F i n a n c e .  a l l o w s
“ f a c s i m i l e ” use  for a n o n g o v e r n m e n t a l  use  or p r iv a te  b e n e f i t  i f  the use  d o e s  
not  carry a s p e c ia l  c h a r g e .  ( A m e n d e d  b y  S e n .  F i n . )

S u b - p a r a : ( a ) ( 5 ) ( A ) :  A s  a m e n d e d  by S e n a t e  F i n a n c e ,  the use o f  s t a t e
r e s o u r c e s  for  p o l i t i c a l  f u n d r a i s i n g  or  c a m p a i g n i n g  p u r p o s e s  w o u ld  be a l l o w e d  
i f  the use  do es  not i n t e r f e r e  w i th  the p e r f o r m a n c e  o f  p u b l i c  dut i es  and e i t h e r  
the co st  is n o m i n a l  or the  u s e r  r e i m b u r s e s  the state for  the  cost .  ( A m e n d e d  
b y  S e n .  F i n . )

S u b - p i a r a : ( a ) ( 5 ) ( C ) :  As  a m e n d e d  by  S e n a t e  F i n a n c e ,  a l l o w s
" f a c s i m i l e ” use for  p o l i t i c a l  f u n d r a i s i n g  or c a m p a i g n  u s e s  i f  the  use  d o e s  n o t
carry  a s p e c i a l  ch ar ge .  ( A m e n d e d  b y  S e n .  F i n . )

S u b - p a r a :  ( a ) ( 5 ) ( D ) : A l l o w s  s to r in g  and m a i n t a i n i n g  c a m p a i g n
r ecord s  ( s u c h  as APOC r e p o r t s )  in a l e g i s l a t o r ' s  o f f i c e .  T h e  S e n a t e  F i n a n c e
C o m m i t t e e  de le te d  the l a n g u a g e  in the Sen.  State A f f a i r s  CS w h i c h  set out  t h a t
the  records  c o u l d  not  b e  d i s p l a y e d  p u b l i c ly .  ( A m e n d e d  in  S e n .  F i n . )

S E C T I O N  9: A S  2 4 . 6 0 . 0 3 0 ( c )  M A S S  M A I L I N G :  T h e  e t h i c s  c o d e  c u r r e n t l y  
pro hibi ts  use  o f  state funds  to print or distribute a m as s  m a i l i n g  from or a b o u t  
a leg is la tor  who is a cand ida te  f o r  state o ffice , dur ing  the per iod 9 0  days  b e f o r e  
the p r i m a r y  and e n d i n g  the day  af ter  the g e n e r a l  e l e c t i o n .  T h e  p r o p o s e d
l a n g u a g e  e x p a n d s  the p r o h i b i t i o n  to i n c lu d e  l e g i s l a t o r s  and l e g i s l a t i v e
e m p l o y e e s  w h o  are c a n d i d a t e s  for federal  and m u n i c i p a l  o f f i c e s  or to
t e l e p h o n e  and e l e c t r i c  c o o p e r a t i v e s .  W h i l e  othe r  s e c t i o n s  o f  the e t h i c s  c o d e
c l e a r l y  p r o h i b i t  use  o f  s tate  funds  for c a m p a i g n  p u r p o s e s ,  this s e c t i o n
h i g h l i g h t s  wh at  are c o n s i d e r e d  to be  a cr i t i ca l  p e r i o d s  and p r o v i d e s  a
g u i d e l i n e  for  those  w h o  i s s u e  m a i l i n g s  d u r in g  t h o s e  t im es .  This p r o h i b i t i o n  
does n o t  apply  to a leg is la to r 's  office allowance.

S E C T I O N  10: A S  2 4 . 6 0 . 0 3 0 ( d )  C A M P A I G N  L I T E R A T U R E :  T h e  p r o p o s e d  
c h a n g e  adds f u n d r a i s i n g  n o t i c e s  to the list o f  c u r r e n t  p r o h i b i t i o n s  o n  
d i s t r ib u t in g  or p o s t i n g  c a m p a i g n  l i terature in s tate  f a c i l i t i e s .  T h e  p r o h i b i t i o n s  
cur rent ly  ap pl y  o n ly  to l e g i s l a t o r s  or  s o m e o n e  a c t in g  on b e h a l f  o f  a l e g i s l a t o r .  
T hi s  e x p a n d s  that p r o h i b i t i o n  to i n c lu d e  l e g i s l a t i v e  e m p l o y e e s .  A l l o w s  
l e g i s l a t o r s  to post  m a t e r i a l s  re lated to a past e l e c t i o n  in h i s / h e r  p r i v a t e
l e g i s l a t i v e  o f f i c e .

S E C T I O N  11:  A S  2 4 . 6 0 . 0 3 0 ( f )  B O A R D  M E M B E R S H I P :  T h e  a m e n d m e n t
w o u l d  c h a n g e  the  board m e m b e r s h i p  d i s c l o s u r e  p er io d  from 3 0  days  to 60  d a y s  
and w o u l d  require the c o m m i t t e e  to pu bl i sh  the d i s c l o s u r e s  in the jour nal .

S E C T I O N  12: A S  2 4 . 6 0 . 0 3 0 ( g )  C O N F L I C T S  O F  I N T E R E S T S :  T h e  a m e n d m e n t s  
to this  s e c t i o n  ha v e  the e f f e c t  o f  c h a n g i n g  t h e  p r o h i b i t i o n  on t a k i n g
l e g i s l a t i v e ,  a d m in is tr at iv e  or  p o l i t i c a l  ac t ion  to a d isc lo su re  r e q u i r e m e n t  p r i o r  
to t a k in g  act ion  i f  on e  has an y o f  the “ in t e r e s t s "  l is ted in the a m e n d m e n t ,
w h i c h  are e x p a n d e d  b e y o n d  eq u i t y  or o w n e r s h i p  i n t e r e s t  to i n c l u d e
e m p l o y m e n t ,  c o n t r a c t s  and m e m b e r s h i p  on a board.  It a l so  sets  out that t h e
d i s c l o s u r e  is to be p u b l i c l y  a n n o u n c e d  i f  the ac t io n  is b e i n g  taken in a
c o m m i i t e e  m e e t i n g  or on the  f loor.  A c t i o n s  b e i n g  taken ot h e r  than i n
c o m m i t t e e  or  on the f loor ,  e . g .  draft ing  l bill  or t e s t i f y in g  in an a d m i n i s t r a t i v e  
h e a r in g ,  w o u l d  be d i s c l o s e d ,  in w r i t i n g  to the e th ic s  c o m m i t t e e  w i t h in  7 d a y s .  
D i s c l o s u r e s ,  w h eth er  oral or w r i t t en ,  must  i n c lu d e  the natur e  o f  the f i n a n c i a l
interest  and a short  d e s c r i p t i o n  o f  h o w  the act ion  a f f e c t s  the interest .



S E C T I O N  13: A S  2 4 . 6 0 . 0 3 0  G O V E R N M E N T  T I M E  U n d e r  the p r o p o s e d  
la n g u a g e ,  w h e n  d e t e r m i n i n g  in a c o m p l a i n t  p r o c e e d i n g  w h e t h e r  an e m p l o y e e  
wa s p e r f o r m i n g  a task on g o v e r n m e n t  t ime,  the c o m m i t t e e  w o u l d  c o n s i d e r  t h e  
s c h e d u l e  s e t  by the e m p l o y e e ’s su pe rv is or .  Requ ires  an e m p l o y e e  to take l e a v e  
for the per iod o f  t ime h e /s h e  is e n g a g e d  in pol i t ica l  c a m p a i g n  a c t i v i t i e s ,  o t h e r  
than i n c i d e n t a l  c a m p a i g n  a c t i v i t i e s .  P ol i t i ca l  c a m p a i g n  a c t i v i t i e s  a r e  
p e r m i s s i b l e  on g o v e r n m e n t  t i m e  i f  the a c t i v i t i e s  are part o f  the n o r m a l  
l e g i s l a t i v e  duties,  i n c l u d i n g  a n s w e r i n g  p h o n e  ca l l s  and h a n d l i n g  i n c o m i n g
c o r r e s p o n d e n c e .

S E C T I O N  14: A S  2 4 . 6 0 . 0 3 1 ( a )  F U N D R A I S I N G  D U R I N G  S E S S I O N  T h e  
p r o p o s e d  l a n g u a g e  c l a r i f i e s  that the r e s t r i c t i o n s  on  f u n d r a i s i n g  d u r i n g  
s e s s i o n  are in e f f e c t  on  a day  w h e n  e i t h e r  h o u s e  is in r e g u l a r  or s p e c i a l  
s e s s i o n .  (T hi s  w o u ld  c h a n g e  the c o m m i t t e e ’s c u r r e n t  i n t e r p r e t a t i o n  o f  “ g a v e l  
to g a v e l ”) T h e  p r o p o s e d  l a n g u a g e  re ta ins  the r e s t r i c t i o n s  on f u n d r a i s i n g  
d u r in g  s e s s i o n  for state l e g i s l a t i v e  p o l i t ic a l  p u r p o s e s  and by e l i m i n a t i n g  t h e  
term “ c a m p a i g n  p u r p o s e s ” , it m a k e s  c le a r  it is l im it ed  to state l e g i s l a t i v e
p o l i t i c a l  p u r p o s e s .

S E C T I O N  15:  A S  2 4 . 6 0 . 0 3 9  E M P L O Y M E N T  D I S C R I M I N A T I O N  Th e E t h i c s  
C o m m i t t e e  sha res  j u r i s d i c t i o n  with  the H u m a n  R ig h t s  C o m m i s s i o n  o n 
c o m p l a i n t s  f i l ed a g a i n s t  a l e g i s l a t o r  or l e g i s l a t i v e  e m p l o y e e  c o n c e r n i n g  
v io la t io n s  o f  the e m p l o y m e n t  d i s c r i m i n a t i o n  s tatute ,  AS 18.8U.220.  Current l a w  
r e q u ir e s  the c o m m i t t e e  to deal  wi th a c o m p l a i n t  a l l e g i n g  a v i o l a t i o n  o f  t h a t  
s tatute  in the s a m e  m a n n e r  they  w o u l d  deal  wi th  any othe r  c o m p l a i n t .  T h e
p r o p o s e d  l a n g u a g e  g i v e s  the c o m m i t t e e  the o p t io n  to ref er  t h o s e  w h o  f i le  a
c o m p l a i n t  o f  e m p l o y m e n t  d is c r i m i n a t i o n  to the H u m a n  R ig h t s  C o m m i s s i o n  a n d
d e f e r  c o n s i d e r a t i o n  o f  the c o m p l a i n t  unti l  a f ter  the c o m m i s s i o n  has c o m p l e t e d
its p r o c e e d i n g s .

S E C T I O N  16 :  A S  2 4 . 6 0 . 0 4 0 ( a )  C O N T R A C T S  A N D  L E A S E S  Th e p r o p o s e d
l a n g u a g e  b r o a d e n s  the c o n t r a c t  and l eas e  cr i t er ia  b e y o n d  the c u r r e n t  c o d e ,  
w h i c h  re s t r ic t s  a l e g i s l a t o r  or  l e g i s l a t i v e  e m p l o y e e  from h a v i n g  a f i n a n c i a l  
interest  in a state contract  or le a s e  unless :

- i t  is let t h r o u g h  c o m p e t i t i v e  b id d in g  in a c c o r d a n c e  with  t h e
P r o c u r e m e n t  C o d e  or
- i t  is worth $ 1 0 0 0  or le s s  annu al ly  or
- i t  is s t a n d a r d i z e d ,  u n d e r  p u b l i c l y  e s t a b l i s h e d  g u i d e l i n e s  and g e n e r a l l y
a v a i l a b l e  to the pu b l i c  at large.

T h e  n e w  l a n g u a g e  a l l o w s  part ic ipat ion  in contracts  or  le as es  that are let u n d e r
AS 36 .3 0 ,  the State  P r o c u r e m e n t  Code,  w h i c h  a d d r e s s e s  a v a r i e t y  o f  a w a r d
m e t h o d s ,  i n c l u d i n g  s o l e - s o u r c e .  It also a l l o w s  p a r t i c i p a t i o n  in c o n t r a c t s  a n d  
l ease  that are let under  s im i la r  procedures  to those  in A S  3 6 . 3 0  w h ic h  a d d r e s s e s  
su ch a g e n c i e s  as the U n i v e r s i t y ,  the ra ilroad and the l e g i s l a t u r e .  Th e  n e w
la n gu ag e  sets  a n ew  r e p o r t i n g  th r e s h o l d  at S 500 0,  c h a n g e d  from the p r e v i o u s
S 10 00 .

This bill  e a s e s  the ‘ fa m i ly  m e m b e r ’ d i s c l o s u r e  r e q u i r e m e n t  to g e n e r a l l y  r e a d ;
A  l eg i s la to r  or l e g i s l a t i v e  e m p l o y e e  w h o  k n o w s ,  or r e a s o n a b l y  o u g h t  to k n o w ,
that a f a m i l y  m e m b e r  is part icipat ing in a state c o n t r a c t  or lease  must  d i s c l o s e  
that  p a r t i c i p a t i o n .



This r e l a x i n g  o f  p r o h i b i t i o n s  is b a l a n c e d  by  the  n e w  d i s c l o s u r e  r e q u i r e m e n t .  
C u r r e n t l y  a l e g i s l a t o r  or l e g i s l a t i v e  e m p l o y e e  do es  not d i s c l o s e  to the e t h i c s  
c o m m i t t e e  p a r t i c i p a t i o n  in c o n tr a c t s  or l e a s e s  pe r m i t t e d  by the code .  T h e  
p r o p o s e d  l a n g u a g e  r e q u i r e s  d i s c l o s u r e  by the le g i s l a t o r ,  l e g i s l a t i v e  e m p l o y e e  
and f a m i l y  m e m b e r s  o f  p a r t i c i p a t i o n  in any s tate  c o n t r a c t  or lease  o v e r  $ 5 0 0 0  
a n n u a l l y .

S E C T I O N  17: A S  2 4 . 6 0 . 0 4 0 ,  C O N T R A C T S  A N D  L E A S E S .  The  n e w  s u b s e c t i o n  
c lar i f ie s  that a grant,  contract  or lease  that fa l ls  un de r  o n e  o f  the State  L oa n  o r  
B e n e f i t  Pr ogram s in A S  2 4 . 6 0 . 0 5 0 ,  is not s u b j e c t  to this  se c t io n .  (The  c o m m i t t e e  
p u b l i s h e s  a list o f  p r o g r a m s  that do not m e e t  the cr i t er ia  in A S  2 4 . 6 0 . 0 5 0  a n d  
r e q u i r e s  d i s c l o s u r e  o f  p a r t i c i p a t i o n  in any o f  the  l isted p r o g r a m s .  ) It a l s o  
c la r i f ie s  that for  the  p u r p o se s  o f  c o m p l y i n g  with  the e t h ic s  co d e ,  a grant  t h a t  
results  in a co nt ra ct  is su bject  to this se c t i o n .

S E C T I O N  IS: A S  2 4 . 6 0 . 0 5 0 ( c )  R E F R A I N  F R O M  P U B L I C A T I O N  A l l o w s  t h e  
c o m m i t t e e  to pr ot ec t  an i n d i v i d u a l ’s right to p r i v a c y  c o n c e r n i n g  p a r t i c i p a t i o n  
in state loan and b e n e f i t  p r o g r a m s  and sets  c o n f i r m i n g  d i s c l o s u r e  date.  T h i s  
f o l l o w s  an a d v is o r y  o p in io n  i ss ue d by the c o m m i t t e e  in 1994 e x p l a i n i n g  that i t  
c h o s e  to n o t  p u b l i s h  the n a m e  o f  a p e r s o n  w h o  r e c e i v e d  a b e n e f i t  from t h e  
V i o l e n t  C r i m e s  C o m p e n s a t i o n  C o m m i t t e e  but d id  p u b l i s h  that a p erson c o v e r e d  
by the e t h i c s  c o d e  had r e c e iv ed  a benef it .

S E C T I O N  19:  A S  2 4 . 6 0 . 0 6 0 ( b )  P R O T E C T I V E  O R D E R  The subject  o f  an e th ics  
c o m p l a i n t  w o u l d  be  in v i o l a t i o n  o f  the c o d e  for  r e l e a s i n g  i n f o r m a t i o n  d e e m e d  
c o n f i d e n t i a l  u n d e r  a p r o t e c t i v e  order  i s s u e d  b y  the  c o m m i t t e e .  This  c h a n g e  
w o u ld  a l l o w  the c o m m i t t e e  to br oad en  d i s c o v e r y  by  the su b jec t  w h i l e  s t i l l  
p r o t e c t i n g  a n y  i n n o c e n t ,  or ‘not  i n v o l v e d ’ pa r t ie s .

S E C T I O N  2 0 :  A S  2 4 . 6 0 . 0 7 0 ( b )  D E A D L I N E  F O R  C L O S E  E C O N O M I C
A S S O C I A T I O N :  T h e  c u r r e n t  c o d e  r eq u ir ed  d i s c l o s u r e  o f  c l o s e  e c o n o m i c  
a s s o c i a t i o n s  but did not  set  a d e a d l in e .  N e w  d e a d l i n e  is set  d e a d l i n e s  in A S  
2 4 . 6 0 . 1 0 5  o f  this bil l .  T h e  February 15 d ead l in e  is in l ine  with others  and the 6 0  
da y  d i s c l o s u r e  for  n e w  a s s o c i a t i o n s  m a t c h e s  the  n e w  l a n g u a g e  for  d i s c l o s u r e s  
t h r o u g h o u t  the  b i l l .

S E C T I O N  21 :  A S  2 4 . 6 0 . 0 7 0 .  S P O U S A L / S P O U S A L  E Q U I V A L E N T  L O B B Y I S T .
This  n e w  s e c t i o n  w o u l d  req u ir e  l e g i s l a t o r s  and l e g i s l a t i v e  e m p l o y e e s  w h o  a r e  
married to or w h o  are the spo us a l  e q u i v a l e n t s  o f  a lo b b y is t ,  to d i s c l o s e ,  u n d e r
C lo s e  E c o n o m i c  A s s o c i a t i o n ,  the name  and a d d r e ss  o f  each  o f  the l o b b y i s t ’ s
c l ie n t s  and  the total m o n e t a r y ’ va lue  r e c e i v e d  f rom each  c l i e n t  a n n u a l l y .
C h a n g e s  to the  l ist  w o u l d  ha ve  to be reported wi th in  4 8  hours.

S E C T I O N  2 2 :  A S  2 4 . 6 0 . 0 8 0 ( a ) :  G I F T S  T h e  bi l l  i n c r e a s e s  the g i f t  l imit  f r o m  
$ 1 0 0  to $ 2 5 0  a n n u a l l y .  The  l a n g u a g e  a lso  c l a r i f i e s  that those g i f t s  that c o m e  
u n d e r  s u b s e c t i o n  (c);  h o s p i t a l i t y ,  d i s c o u n t s ,  food sh ared  as a cul t ura l  n o r m ,  
t r a v e l / h o s p i t a l i t y  f o r  o b t a i n i n g  i n f o r m a t i o n  on  l e g i s l a t i v e  matters ,  g i f t s  f r o m  
im m e d i a t e  f a m i l y  and g i f t s  not c o n n e c t e d  to l e g i s l a t i v e  status are e x c e p t i o n s  to  
the g e n e r a l  p r o h i b i t i o n  on a c c e p t i n g  g if t s .  Gi f ts  on b e h a l f  o f  a c h a r i t a b l e  
o r g a n i z a t i o n  ( n e w  s u b s e c t i o n  ( h )) are e x e m p t e d  from both “ a c c e p t i n g  a n d  
s o l i c i t i n g "  p r o h i b i t i o n s .  N e w  l a n g u a g e  has  be e n  added that r e s t r i c t s  
l e g i s l a t o r s  and l e g i s l a t i v e  e m p l o y e e s  from a c c e p t i n g ,  from a lo b b y is t  d u r i n g



s e s s i o n ,  a n y t h i n g  o f  m o n e t a r y  va lu e  o th er  than food or b e v e r a g e  f o r  
i m m e d i a t e  c o n s u m p t i o n .

S E C T I O N  23 :  A S  2 4 . 6 0 . 0 8 0 ( c )  G I F T  E X E M P T I O N S  Th e a m e n d m e n t  to s u b -  
p a r a g r a p h  1 ) ( A )  c l a r i f i e s  that a s tay  in a v a c a t i o n  h o m e  loc a te d  o u t s id e  t h e  
s ta te ,  is not  an e x e m p t e d  gi ft .  A m e n d m e n t  to sub-paragraph ( 2 ) ( B )  w o u l d  a l l o w  
l e g i s l a t o r s  and l e g i s l a t i v e  e m p l o y e e s  to a c c e p t  d i s c o u n t s  w h i l e  on  s t a t e  
b u s i n e s s  i f  the d is c o u n t  be ne f i t s  the state.  Paragraph (7 )  a l l o w s  l e g i s l a t o r s  a n d  
p e r s o n a l  s t a f f  o f  l e g i s l a t o r s  (not  o t h e r  l e g i s l a t i v e  e m p l o y e e s )  to a c c e p t  
d i s c o u n t s  and w e l c o m i n g  g if t s  in the  ca p i t o l  c i t y  du ring  s e s s i o n .

S E C T I O N  24:  A S  2 4 . 6 0 . 0 8 0 ( d )  G I F T  R E P O R T I N G  T h e  c h a n g e s  in t h i s  
s e c t i o n  c o r r e s p o n d  to those  m ad e  in p r e v i o u s  s e c t i o n s  e .g .  $ 2 5 0  l im it  a n d  
c h a n g i n g  r e p o r t i n g  date for g i f t s  not  re la ted  to l e g i s l a t i v e  s tatus  to F e b r u a r y  
15 d e a d l i n e  and the ch a n g e  from report ing  g i f t s  to A P O C .

Cu rrent ly ,  a le g is la to r  or  l e g i s l a t i v e  e m p l o y e e  w h o  r e c e i v e s  a g i f t  o f  o v e r  $ 1 0 0  
“not  re lated to l e g i s l a t i v e  s tatus" is r e q u ir e d  to report,  c o n f i d e n t i a l l y ,  t h e  
n a m e  o f  d o n o r  and de sc r ip t ion  o f  the g i f t  r e c e i v e d  u n d e r  this  c a t e g o r y .  I f  t h e  
gi f t  has  a va lu e  o f  o v e r  $ 2 5 0 ,  .he  actua l  v a lu e  must  a l so  be rep o r ted .  T h e  n e w  
l a n g u a g e  r equ ir es  reporftr.g,  c o n f i d e n t i a l l y ,  o n l y  the n a m e  o f  d o n o r  a n d  
de sc r ip t io n  o f  g if t  for  all g i f t s  o v e r  $ 2 5 0  not  related to l e g i s l a t i v e  status.

P r o p o s e d  c h a n g e s  to S e c t i o n s  2 0 0 - 2 6 0  ( d i s c u s s e d  f u r t h e r  d o w n  in t h i s  
d o c u m e n t )  o f  the e th ic s  code ,  r e m o v e  APOC out  from  u n d e r  the r e s p o n s i b i l i t y  
o f  d e a l i n g  with reports  o f  g i f t s  r e c e i v e d  by l e g i s l a t o r s  and l e g i s l a t i v e  
di r e c t o r s .  This  is an e f for t  to e a s e  c o n f u s i o n  o v e r  w h at  is r e p o r te d  to w h o m .  
U n d e r  the  p r o p o s e d  c h a n g e s ,  all g i f t s  w o u l d  be  r e p o r te d  to the e t h i c s  
c o m m i t t e e .  C o p i e s  o f  the n o n - c o n f i d e n t i a l  g i f t  d i s c l o s u r e s  w i l l  be f o r w a r d e d  to  
APOC. S e n a t e  F i n a n c e ,  at the req ue st  o f  APOC, added the d i s c l o s u r e s  o f  g i f t s  o f  
" l e g i s l a t i v e  e m p l o y e e s "  w h o  are required to f i le  f i n an c ia l  d i s c l o s u r e  s t a t e m e n t  
to t h o s e  that the e th ic s  c o m m i t t e e  mus t  p r o v i d e  c o p i e s  o f  to APOC. ( A s  
a m e n d e d  b y  S e n .  F i n . )

S E C T I O N  25:  A S  2 4 . 6 0 . 0 8 0 ( e )  L o w  B u d g e t  C a m p a i g n s  Thi s  is a t e c h n i c a l
c h a n g e  in r e s p o n s e  to the n e w  c a m p a i g n  f i n a n c e  re fo rm  law,  to a l l o w  c e r t a i n  
c o n t r i b u t i o n s  to “sm al l  b u d g e t ” c a m p a i g n s  to fall w i t h i n  the “ c o n t r i b u t i o n "  
d e f i n i t i o n .

S E C T I O N  26 :  A S  2 4 . 6 0 . 0 8 0 ( f )  G o v e r n m e n t  G i f t s  A l l o w s  a c c e p t a n c e  o f  g i f t  
from a f o r e ig n  g o v e r n m e n t ,  the  U.S .  g o v e r n m e n t  or  ano ther  s tate  g o v e r n m e n t  
for p r o t o c o l  pur po se s  so l o n g  as the g i f t  is d e l i v e r e d  to the l e g i s l a t i v e  c o u n c i l  
w i t h i n  6 0  day.  This bill i n c r e a s e s  the t h r e s h o l d  to $ 2 5 0  to c o r r e s p o n d  w i t h  
oth er  c h a n g e s  re lat ing  to g i f t s .

S E C T I O N  2 7 :  A S  2 4 . 6 0 . 0 8 0 ( g )  F A M I L Y  D e f i n e s  the terms in the  G i f t s  
S e c t i o n  “ I m m e d i a t e  f a m i ly  or  fam i ly  m e m b e r " ,  w h i c h  i n c l u d e s  c o h a b i t a t o r s ,  
w h e n  used in re lat ion  to g i f t s  r e c e i v e d  from i m m e d i a t e  f a m i l y  and the n e w  
s u b s e c t i o n s  in A S  2 4 .6 0 .0 80 :  i n h e r i t a n c e  from a f a m i l y  m e m b e r  (i)  or g i f t s  
r e c e i v e d  by  a fa m i l y  m e m b e r  (k).

S E C T I O N  28 :  A S  2 4 . 6 0 . 0 8 0  G I F T S .  N e w  S u b s e c t i o n s
(h)  Pe rm it s  s o l i c i t i n g  and a c c e p t i n g  g i f t s  on b e h a l f  o f  c h a r i t a b l e  

o r g a n i z a t i o n s ,  w h i c h  is in a c c o r d a n c e  with  an a d v i s o r y  o p i n i o n  i ss ue d by t h e



c o m m i t t e e .  A l l o w s  the c o m m i t t e e  to set  g u i d e l i n e s  c o n c e r n i n g  these  ty pe s  o f  
g i f t s .

( i)  Requires  report ing  o f  receipt ,  but not value- of ,  an i n h e r i t a n c e  f r o m  
a p e r s o n  other  than a f a m i l y  m em be r .  The c u r r e n t  s tatute  do es  not a d d r e s s  
i n h e r i t a n c e .  This  i n f o r m a t i o n  is c u r r e n t l y  re q u ir e d  u nd er  APOC r e p o r t i n g  o f  
gift s.  T h e  bill re f lects  the c h a n g e  from reporting g i f t s  to A P O C .

(j) Sets  out that g i f t s  o f  v o l u n t e e r  s e r v i c e s  for  l e g i s l a t i v e  p u r p o s e s  m a y  
be a c c e p te d  by a l eg i s la to r ,  l e g i s la t iv e  c o m m i t t e e  or l e g i s l a t i v e  a g e n c y  as a  g i f t  
to the state,  so lo ng  as the person d o n a t i n g  the s e r v i c e s  is not paid by a n o t h e r  
so u rce .  A l l o w s  a l e g i s l a t o r ,  l e g i s l a t i v e  c o m m i t t e e  or l e g i s l a t i v e  a g e n c y  t o  
a ccep t  a U A  Intern or JT PA  tra in ee  as wel l  as any o t h e r  e d u c a t i o n a l  t r a i n e e s  
the c o m m i t t e e  a p p r o v e s .  T o  m a in ta in  c o n f i d e n t i a l i t y ,  the e t h i c s  c o m m i t t e e  i s  
not pe rm it t ed  to a c c e p t  v o l u n t e e r  s e r v ic e s .

T h i s  s u b s e c t i o n  r equ ir es  v o l u n tee rs ,  interns ,  an d e d u c a t i o n a l  tra ine es  to 
g e n e r a l l y  c o m p l y  with the e t h i c s  code ,  with the e x c e p t i o n s  o f  the f o l l o w i n g  
s e c t io n s :  co nt ract s  and l eas es ,  c lo s e  e c o n o m i c  a s s o c i a t i o n s ,  n e p o t i s m  o r
r e p r e s e n t a t i o n  b e fo r e  state a g e n c i e s .  The  n e p o t i s m  e x e m p t i o n  a l l o w s  f a m i l y
m e m b e r s  to v o lu n te e r  th e ir  t im e  to le g is la t iv e  o f f i c e s .

(k) The  c u r r e n t  law d o e s  not s p e c i f i c a l l y  a d d r e ss  w h e t h e r  g i f t s ,  f r o m
a n o t h e r  sour ce ,  to a f a m i l y  m e m b e r  or sp ou sa l  e q u i v a l e n t  o f  a l e g i s l a t o r  o r
l e g i s l a t i v e  e m p l o y e e  fall  w i th in  the r e s t r i c t i o n s  a n d / o r  r e p o r t i n g
r e q u i r e m e n t s .  Th e  p r o p o s e d  l a n g u a g e  req ui res  d i s c l o s u r e  by  a le g i s l a t o r  o r
l e g i s l a t i v e  e m p l o y e e  w h o  k n o w s ,  or r e a s o n a b l y  o u g h t  to k n o w ,  that a f a m i l y
m e m b e r  has r e c e iv ed  a g i f t  b e c a u s e  o f  the f a m i l y  m e m b e r ’s c o n n e c t i o n  to t h e  
l e g is lat or  or l e g is la t iv e  e m p l o y e e .  T h e  bill p r o v i d e s  this  g u i d e l i n e :  i f  the g i f t
was g i v e n  di rec t ly  to the  l e g i s l a t o r  or e m p l o y e e  and i f  it w o u l d  h a v e  to b e
re po r te d  by the l e g i s l a t o r  or  e m p l o y e e ,  then the s a m e  gif t ,  i f  the g i f t  w a s  
g i v e n  to a f a m i ly  m e m b e r  b e c a u s e  o f  h i s / h e r  c o n n e c t i o n  to a l e g i s l a t o r  o r 
l e g i s l a t i v e  e m p l o y e e ,  w o u l d  r e q u ir e  d is c lo s u r e .  In o t h e r  wo rd s ,  g i f t s  o f  t r a v e l  
for matters  o f  l e g i s l a t i v e  c o n c e r n  g i v e n  to a l l o w  the s p o u s e  to travel  wi th t h e  
l e g i s l a t o r ,  woul d  h a v e  to be  reported.  The  s a m e  h o ld s  true for g i f t s  t h a t
l e g i s l a t o r s  cr  l e g i s l a t i v e  e m p l o y e e s  w o u ld  be p r o h i b i t e d  from a c c e p t i n g ,  t h a t  
are r e c e i v e d  by f a m i l y  m e m b e r s .  For e x a m p l e ,  g i f t  o f  o v e r  $ 2 5 0  g i v e n  to t h e  
s p o u s e  o f  a l e g i s la to r ,  p r i m a r i l y  b e c a u s e  o f  the c o n n e c t i o n  to the l e g i s l a t o r ,  
w o u l d  h a v e  to be reported.

T h e  l a n g u a g e ,  “or r e a s o n a b l y  ou gh t  to k n o w " ,  c o n c e r n i n g  f a m i l y  
m e m b e r s  reduces  the bu rden on those  c o v e r e d  by the  e t h i c s  c o d e  to r e s e a r c h  
gif t s  p rov id ed  to f a m i ly  m e m b e r s  wi th w h o m  there is l i tt le or no  contact.

(I) Sets out that the  v a l u e  o f  the g i f t  is fair m a rk e t  v a l ue ,  to the e x t e n t  
that fair market va lu e  can be  determined.  An e x a m p l e  o f  h o w  this m ig h t  a p p l y  
is; a tourism c o m p a n y  p ro v id es  a one  hour  h e l i c o p t e r  ride to s h o w  a l e g i s l a t o r  
the area  in w h ic h  they  w o u l d  l ike to ex p a n d  their  tours.  T h e  l e g i s l a t o r  w o u l d  
use  the  rate char ged to h e l i c o p t e r  passengers  for  a o n e  hour  tour  in r e p o r t i n g  
the  g i f t .

S E C T I O N  29:  AS  2 4 . 6 0 . 0 8 5 ( a )  E A R N E D  I N C O M E  A N D  H O N O R A R I A  T h e  
a m e n d m e n t s  in this s e c t i o n  w o u l d  a l lo w le g i s l a t o r s  and l e g i s l a t i v e  e m p l o y e e s  
to accept  c o m p e n s a t i o n  that is less than fees  g e n e r a l l y  c h a r g e d .  The  e f f e c t  o f  
this c h a n g e  would  be to a l l o w  an attorney to do pro b o n o  w or k  or an e n g i n e e r  
to c h a r g e  a reduced rate for  r e v i e w  o f  plans for a no n -p rof i t  organiz at ion .

S E C T I O N  30:  A S  2 4 . 6 0 . 1 0 0  R E P R E S E N T A T I O N  Current  law does not s e t  
r e p o r t i n g  d e a d l in e s  for r e p r e s e n t a t i o n  before  a state a g e n c y .  This  c h a n g e



c o r r e s p o n d s  to the o t h e r  c h a n g e s  o f  F eb ru ary  15 and 6 0  days  for n e w  
representat ion ,  s e e  n e w  s e c t i o n  2 4 . 6 0 . 1 0 5  o f  this  bil l .

S E C T I O N  31:  A S  2 4 . 6 0 . 1 0 5  D E A D L I N E S  F O R  F I L I N G  D I S C L O S U R E S  S e t s
out  a r e p o r t i n g  d e a d l i n e  o f  F eb ru a ry  15 for d i s c l o s u r e s  o f  in te r e s t s  in s t a t e  
c o n t r a c t s ,  l eases ,  p r o g r a m s  and loans,  r e p r e s e n t a t i o n s  o f  c l i e n t s ,  c l o s e  
e c o n o m i c  a s s o c i a t i o n s  and m e m b e r s h i p  on a board.  In te rest s  b e g u n  o r
a c q u i r e d  d u r i n g  the r e g u l a r  s e s s i o n  ( e x c e p t  for the last 30  da ys )  must  b e  
reported  withi n  3 0  d a y s .

S E C T I O N  32 :  A S  2 4 . 6 0 . 1 3 0 ( f ) .  C O M M I T T E E  P E R  D I E M  A N D  T R A V E L  T h e
l a n g u a g e  c o r r e c t s  a d r a f t i n g  o v e r s i g h t  by  f o r m a l i z i n g  the p u b l i c  m e m b e r s ’
e n t i t l e m e n t  to r e c e i v e  per d ie m  and trave l c o m p e n s a t i o n ,  as has b e e n
c u s t o m a r y  with  l e g i s l a t i v e  c o m m i t t e e s  that h a v e  n o n - l e g i s l a t i v e  m e m b e r s ,
such as the C o d e  R e v i s i o n  C o m m i t t e e .  T h e  publ ic  m em b er s  are not  ent i t led  to b e  
paid for  their t ime in s e r v i c e  to the c o m m i t t e e .  AS  3 9 . 2 0 . 1 8 0  sets  the rates a n d  
terms for per  d ie m  and trave l  for state boards  and c o m m i s s i o n s .  Th e  c h a n g e  
w o u l d  ap pl y  those  rates and terms to the publ ic  m e m b e r s  o f  the c o m m i t t e e .

S E C T I O N  3 3 :  A S  2 4 . 6 0 . 1 3 0 ( h ) .  M E M B E R  D I S Q U A L I F I C A T I O N
Th e n e w  l a n g u a g e  p r o h i b i t s  an e th i c s  c o m m i t t e e  m e m b e r  from p a r t i c i p a t i n g  
in a c o m p l a i n t  p r o c e e d i n g  a g a i n s t  a s u b je c t  o f  a c o m p l a i n t  w h o  is s u p e r v i s e d  
by the m e m b e r .  Th e  p r o c e s s  for  a p p o i n t i n g  a n e w  m e m b e r  to s e r v e  on t h e  
eth ic s  c o m m i t t e e  in the p l ace  o f  a d i sq ua l i f ied  m e m b e r  is in n e w  s u b s e c t i o n  AS  
2 4 . 6 0 . 13 0 (o )  o f  this bill .

S E C T I O N  34 :  A S  2 4 . 6 0 . 1 3 0 ( o )  A P P O I N T M E N T  O F  C O M M I T T E E
A L T E R N A T E S  The  current la w  sets out that i f  a m e m b e r  is d i s q u a l i f i e d  d u r i n g  
s e s s i o n ,  the p r e s i d i n g  o f f i c e r ,  wi th 2 /3  c o n c u r r e n c e ,  a p p o i n t s  a n o t h e r
m e m b e r  for  that p r o c e e d i n g .  I f  d i s q u a l i f i c a t i o n  is d u r i n g  in te r im ,  t h e
p r e s i d i n g  o f f i c e r  a p p o i n t s  a  n e w  m e m b e r  with  the c o n c u r r e n c e  o f  t h a t
h o u s e ’s s u b c o m m i t t e e .  I n v o l v i n g  e i t h e r  bo dy  o f  the l e g i s l a t u r e  d e f e a t s
c o n f i d e n t i a l i t y  and "Ho ws p u b l i c  k n o w l e d g e  that the d i s q u a l i f i e d  m e m b e r  m a y  
be the s u b je c t  o f  ne c o m p l a i n t .  Th e  n e w  l a n g u a g e  d i rec ts  the p r e s i d i n g
o f f i c e r s  to a ppo in t  a l ternates  to the c o m m i t t e e  w h o  wi l l  s e r v e  w h e n  the  c h a i r  
o f  the c o m m i t t e e  or  s u b c o m m i t t e e  d e s ig n a te s  them,  due  to a l e g i s l a t i v e  m e m b e r  
b e in g  d i s q u a l i f i e d  in a c o m p l a i n t  p r o c e e d i n g .  T h e  d e s i g n a t i o n  o f  the a l t e r n a t e  
by the c h a ir  is c o n f i d e n t i a l .

S E C T I O N  35 :  A S  2 4 . 6 0 . 1 3 4 ( a )  R E S T R I C T I O N S  O N  T H E  C O M M I T T E E .  T h e  
p r o p o s e d  l a n g u a g e  s t r e n g t h e n s  the po l i t ic a l  r e s t r i c t i o n s  on  the p u b l i c  
m e m b e r s ,  s ta f f  to the c o m m i t t e e  and thos e  under  c o n t r a c t  to the c o m m i t t e e ,  b y
c l a r i f y i n g  that p r o h i b i t i o n s  o f  p a r t i c i p a t i o n  in po l i t ic a l  m a n a g e m e n t  or in a
p o l i t i c a l  c a m p a i g n  e x t e n d  to bal lot  i n i t i a t i v e s  and to c a m p a i g n s  for f e d e r a l ,  
state and local  o f f i c e s ,  r e g a r d l e s s  o f  w h e t h e r  the c a m p a i g n  is p art i s an  o r
n o n p a r t i s a n .  A  pu bl ic  m e m b e r ,  e m p l o y e e  or c o n t r a c t o r  to the c o m m i t t e e  m a y  
not attend a fundraiser or m ak e  a c o n t r i b u t i o n  to a po l i t ic a l  party,  a c a n d i d a t e  
for the l e g i s l a t u r e ,  an i n c u m b e n t  l e g i s l a t o r  or l e g i s l a t i v e  e m p l o y e e  w h o  is a 
ca n d i d a t e  for a n o t h e r  pu b l i c  o f f i c e  or a pe rson  r u n n i n g  for a n o t h e r  o f f i c e  
a g a in s t  an i n c u m b e n t  l e g i s l a t o r  or l e g i s l a t i v e  e m p l o y e e .  The  r e s t r i c t i o n  o n 
lo b b y i n g  a c t iv i t ie s  a l s o  re m ai ns  the s a m e  as current  law.

S E C T I O N  36:  A S  2 4 . 6 0 . 1 3 4 ( c )  R E S T R I C T I O N S :  N E W  SU BSE CT IO N T h e
p r o p o s e d  l a n g u a g e  p e r m i t s  a c o n t r a c t o r  wi th the e th i c s  c o m m i t t e e  to r e q u e s t



the c o m m i t t e e  to e x e m p t  s o m e  m e m b e r s  o f  the  c o r p o r a t i o n  or p a r t n e r s h i p  
from h a v i n g  to c o m p l y  with s o m e  or all p r o h i b i t i o n s  a g a i n s t  po l i t ica l  a c t i v i t y .  
The c o m m i t t e e  has co n tr a c te d  for  outs ide  legal  c o u n s e l ,  wi th  an at torney  w h o  i s  
part o f  a large  f irm with  br anch o f f i c e s  o u t s id e  o f  Alas ka .  A  strict  r e a d i n g  o f  
current l a w  migh t  m a n d a t e  all e m p l o y e e s  o f  that law firm to c o m p l y  with  t h e  
rest r i c t ion s  in the A l a s k a  l e g i s l a t i v e  e th ic s  c o d e .
S E C T I O N  37 :  A S  2 4 . 6 0 . 1 5 0 ( b )  G U I D E L I N E S  P e r m i t s  the c o m m i t t e e  to a d o p t  
g u i d e l i n e s  to i m p l e m e n t  this ent ir e  c h a p t e r  u n d e r  a pu b l i c  p r o c e s s .  A  p e r s o n  
w h o a c te d  within  the g u i d e l i n e s  co u ld  not be p e n a l i z e d  for v i o l a t i n g  the e t h i c s  
code .  T h e  cu r r e n t  p r o c e d u r e  o f  i s s u i n g  A d v i s o r y  O p i n i o n s  a l l o w s
i n t e r p r e t a t i o n s  based o n l y  on the facts p r e s e n t e d  by  a r e q u e s te r .  S i t u a t i o n s
have  c o m e  up w h ere in  the c o m m i t t e e  fee l s  g u i d e l i n e s ,  based on a broad set  o f
c i r c u m s t a n c e s  and an i n t e r p r e t a t i o n  o f  the law, w o u l d  assist  those  c o v e r e d  b y
the c o d e  in a v o i d i n g  in a d v e r t e n t  v i o l a t i o n s .

S E C T I O N  38:  A S  2 4 . 6 0 . 1 6 0  A D V I S O R Y  O P I N I O N S  The p r o p o s e d  l a n g u a g e  
in this s e c t i o n  a l l o w s  the c o m m i t t e e  to i s sue  an a d v i s o r y  o p i n i o n  to a p e r s o n
w h o  an t i c ip at e s  b e c o m i n g  a le g i s la t iv e  e m p l o y e e ,  4 5  d a y s  prior to e m p l o y m e n t .  
Current  la w  restr ic t s  the c o m m i t t e e  to i s s u i n g  a d v i s o r y  o p i n i o n s  to t h o s e  
already in l e g i s l a t i v e  e m p l o y m e n t ,  l e g i s l a t o r s  and l e g i s l a t o r s - e l e c t .  C u r r e n t
law sets 3 0  days  as the  r e s p o n s e  t ime for the c o m m i t t e e  to a r e q u e s t  for  a n 
a d v i s o r y  o p i n i o n .  T h e  p r o p o s e d  c h a n g e  a l l o w s  the  c o m m i t t e e  6 0  da ys  t o  
r e s p o n d .

The new language in Jbsection(b) clarifies that the committee retains t h e
authority  to restrict a ttendance during de libera tions  in executive session o n  
an advisory opinion.

S E C T I O N  3 9 :  A S  2 4 . 6 0 . 1 7 0 ( a )  C O M P L A I N T S :  C O M M I T T E E  J U R I S D I C T I O N
Current  law r equ ir es  the c o m m i t t e e  to p r o c e s s  a c o m p l a i n t  r e c e i v e d ,  e v e n  i f  
ag a in s t  al l  m e m b e r s  o f  the l e g i s l a t u r e  or all  m e m b e r s  o f  o n e  h o u s e  o f  t h e  
l e g i s l a t u r e .  Th e  p r o p o s e d  c h a n g e ,  p r o h i b i t i n g  the  c o m m i t t e e  to c o n s i d e r  a
c o m p l a i n t  o f  that nature ,  w o u ld  a l lo w  the c o m m i t t e e  to return the c o m p l a i n t
w i t h o u t  a c t ion .  Current  law p r o h ib i t s  c o n s i d e r i n g  a c o m p l a i n t  a g a i n s t  a
termina ted l e g i s l a t i v e  e m p l o y e e .  P r o p o se d  l a n g u a g e  w o u l d  a l l o w  the c o m m i t t e e
to re instate  a c o m p l a i n t  that was  c l o s e d  upon an e m p l o y e e ' s  term in at ion ,  i f  t h e  
e m p l o y e e  was  reh ired w it h i n  f iv e  years  o f  date the c o m p l a i n t  was  f i l ed .  I n 
othe r  wo rd s ,  i f  an e m p l o y e e  quit  to avoid  c o m p l a i n t  p r o c e e d i n g s  and t h e  
e m p l o y e e  w a s  reh ire d 6 m o n t h s  later, the c o m m i t t e e  ma y take up the i n i t i a l  
c o m p l a i n t  aga in .  N e w  l a n g u a g e  a lso a l l o w s  the c o m m i t t e e  to f o l l o w  the s a m e  
p rocedu re  with  a fo r m e r  le g i s l a t o r  w h o  r e s u m e s  l e g i s l a t i v e  s e r v i c e  wi th in  f iv e  
years  o f  the date o f  the c o m p l a i n t .  This c h a n g e  w o u l d  af f ec t  fo r m e r  s t a f f e r s  
w h o ha v e  be e n  e l e c t e d  to the leg is lature  and for mer  le g is la tors  w h o  h a v e  b e e n  
e m p l o y e d  as s taf fers .

S E C T I O N  4 0 :  A S  2 4 . 6 U . I 7 0 ( i . ,  C O M P L A I N A N T  N e w  l a n g u a g e  c l a r i f i e s  t h a t  
the c o m p l a i n a n t  must  s i g n  a s tatement  that h e / s h e  has reason to b e l i e v e  that a 
v i o l a t i o n  has o c c u r r e d  and pla ces  a r e s p o n s i b i l i t y  on the c o m m i t t e e  to n o t i f y  
the c o m p l a i n a n t  that h e / s h e  may  have  to te s t i f y  d u r in g  p r o c e e d i n g s .

S E C T I O N  4 1 :  A S  2 4 . 6 0 . 1 7 0 ( c )  C O M P L A I N T S :  P R E L I M I N A R Y
E X A M / D I S M I S S A L  Th e p r o p o s e d  c h a n g e  w o u ld  put into law the c u r r e n t  
ad opt ed p ro cedu re  o f  the c o m m i t t e e ,  w h i c h  is to a s s i g n  c o m p l a i n t s  to s t a f f  f o r  
p r e l i m i n a r y  e x a m i n a t i o n  for  legal  s u f f i c i e n c y  and c r e d i b i l i t y  o f  i n f o r m a t i o n .



S t a f f  w o u l d  then m ake  a r e c o m m e n d a t i o n  to the c o m m i t t e e  based o n
i n f o r m a t i o n  and e v i d e n c e  c o n t a i n e d  in the c o m p l a i n t .  S ta f f  and the c o m m i t t e e  
w o u l d  be  s p e c i f i c a l l y  p e r m it t e d  to s o l i c i t  addit ional -  i n f o r m a t i o n  from t h e
c o m p l a i n a n t  and the su b jec t .  The  s u b j e c t  is not o b l i g a t e d  to p r o v i d e
i n f o r m a t i o n .  T h e  n e w  l a n g u a g e  c la r i f ie s  that the c o m m i t t e e  is p e r m i t t e d  to
d i s m i s s  f r i v o l o u s  c o m p l a i n t s  and c o m p l a i n t s  that lack c r e d i b l e  i n f o r m a t i o n .  
F u rt h er  c l a r i f i e s ,  as is c u r r e n t  p r a c t i c e ,  that p r o c e e d i n g s  un der  t h i s  
s u b s e c t i o n  are c o n f i d e n t i a l  and that c o n f i d e n t i a l i t y  may be  w a i v e d  by t h e  
s u b j e c t  in c o m p l i a n c e  with  A S  2 4 . 6 0 . I 7 0 ( i ) ,  the s u b s e c t i o n  d e a l i n g  w i t h  
d i s c o v e r y  by  the  sub je c t .

S E C T I O N  4 2 :  A S  2 4 . 6 0 . 1 7 0 ( f )  L A C K  O F  P R O B A B L E  C A U S E  C la r i f ie s  t h a t  
the d e l i b e r a t i o n s  and vote  on  the  d is m is sa l  orde r  and d e c i s i o n  on a f i n d i n g  o f  
“ lack o f  p r o b a b l e  c a u s e  that a v io la t io n  o f  the e t h i c s  co de  o c c u r r e d "  are n o t  
open to the  pub l i c  or to the subject  o f  the co m p la in t .

S E C T I O N  4 3 :  A S  2 4 . 6 0 . 1 7 0 ( g )  C O R R E C T I V E  A C T I O N S :  C l a r i f i e s  p r o c e d u r e s  
in the  e v e n t  a p e r s o n ,  a fter a f i n d i n g  o f  p r o b a b l e  ca u se  o f  a v i o l a t i o n  o f  t h e  
e t h i c s  c o d e ,  a g r e e s  to c o m p l y  with the c o m m i t t e e ’s r e c o m m e n d e d  c o r r e c t i v e  
a c t i o n s  but  later fai ls  to c o m p l e t e  the c o r r e c t i v e  act ion .  U n d e r  the n e w  
la n g u a g e  the  c o m m i t t e e  m a y  formal l y  c h a r g e  the person  or  refer  the m at ter  to 
the a pp ropr ia te  h o u s e  o f  the l e g i s l a t u r e  or  a p p o i n t i n g  a u th o r i t y .  It e m p o w e r s  
the l e g i s l a t u r e  or  the a p p o i n t i n g  authori ty  to e n f o r c e  the a c t i o n s  or to d e c l i n e  
to e n f o r c e  and refer  the  matter back to the c o m m i t t e e .  I f  it is r e f e r re d  back t o  
the c o m m i t t e e ,  the c o m m i t t e e  retains the p o w e r  to for m al ly  c h a r g e  the person.

S E C T I O N  4 4 :  A S  2 4 . 6 0 . 1 7 0 ( h )  C O R R E C T I V E  A C T I O N S  C o n f o r m s  s u b -  
p a r a g r a p h  (h)  to the  n e w  l a n g u a g e  in A S  2 4 . 6 0 . 1 7 0 ( g ) ,  e m p o w e r i n g  t h e  
c o m m i t t e e  to f o r m a l l y  c h a r g e  a pe rson  w h o  fai ls  to c o m p l e t e  c o r r e c t i v e
a c t i o n s .

S E C T I O N  45 :  A S  2 4 . 6 0 . 1 7 0 ( i )  D I S C O V E R Y  S u b s e c t i o n  (i) in cu rren t  law i s  
u n c l e a r  as to w h e n  the s u b je c t  o f  a c o m p l a i n t  may e n g a g e  in d i s c o v e r y .  T h e
c o m m i t t e e  fe e l s  the a p p r o p r i a t e  t ime for d i s c o v e r y  and what  s e e m s  to be t h e  
int ent  o f  the c o d e ,  is at the point  a p erso n is f o r m a l l y  c h a r g e d .  Th e  c h a n g e  
from s u b s e c t i o n  (b)  to s u b s e c t i o n  (h) w o u ld  c l a r i f y  that intent .  H o w e v e r ,  t h e  
n e w  l a n g u a g e  p e r m it s  the c o m m i t t e e  -to adopt  p r o c e d u r e s  c o n c e r n i n g  
d i s c o v e r y  w h i c h  i n c l u d e  a l l o w i n g  d i s c o v e r y  at an ear l i er  s ta g e  t.'.an f o r m a l
c h a r g e s  a n d  i m p o s i n g  r e a s o n a b l e  res tr ic t ions  on  r e l ea se  o f  i n f o r m a t i o n  to t h e
s u b j e c t  o f  a c o m p l a i n t ,  to pro tect  the p r i v a c y  o f  p e r s o n s  not u n d e r
i n v e s t i g a t i o n .  T h e  S e n a t e  F i n a n c e  C o m m i t t e e  a m e n d e d  s u b s e c t i o n  ( i ) ( 3 )  b y 
a d d in g  a r e q u i r e m e n t  that the c o m m i t t e e  c o u ld  not im p o s e  r e s t r i c t i o n s  o n
d i s c o v e r y  b y  the s u b je c t  u n l e s s  the p e r s o n  a g r e e d  to be b o u n d  by  s i m i l a r
r e s t r i c t i o n s  c o n c e r n i n g  r e l e a s e  o f  i n f o r m a t i o n  and the p e r s o n  has not m a d e
p u b l i c  the  i n f o r m a t i o n  in or about  the c o m p l a i n t  or the f i l in g  o f  t h e
c o m p l a i n t .  T h e  c o m m i t t e e  note s  that they us u a l ly  d o  not have  j u r i s d i c t i o n  o v e r  
the c o m p l a i n a n t  nor  is the c o m p l a i n a n t  i n v o l v e d  in d i s c o v e r y . ( A m e n d e d  b y  
S e n .  F i n . )

S E C T I O N  4 6 :  A S  24 .6 0 .1 7 0 (1 )  A T T E N D A N C E  A T  E X E C U T I V E  S E S S I O N S  a n d  
W A I V E R  O F  C O N F I D E N T I A L I T Y .  The  U n i f o r m  Rules  set out  that a l e g i s l a t o r  
may not  be e x c l u d e d  from an e x e c u t i v e  s e s s i o n .  The  p r o p o s e d  l a n g u a g e
c l a r i f i e s  that  all m e e t i n g s  o f  the c o m m i t t e e  c o n c e r n i n g  c o m p l a i n t s  are c l o s e d
to the  p u b l i c  and to l e g i s l a t o r s  who are not c o m m i t t e e  m e m b e r s .  U n d e r  t h i s



a m e n d m e n t ,  the  c o m m i t t e e  m a y  permit  the s u b j e c t  o f  a c o m p l a i n t  to at t end  a 
m e e t i n g ,  u n l e s s  the  c o m m i t t e e  is in d e l i b e r a t i o n s  on p r o b a b l e  c a u s e  that a 
v i o l a t i o n  oc cur red.  T h e  l a n g u a g e  l imits  the p o w e r  o f  the c o m p l a i n a n t  to w a i v e  
c o n f i d e n t i a l i t y  for  o t h e r s .

S E C T I O N  4 7 :  A S  2 4 . 6 0 . 1 7 4 ( a )  T I M E T A B L E  F O R  S A N C T I O N S  This  se ts  out  a 
p r o c e d u r e  for the e t h i c s  c o m m i t t e e  and the l e g i s l a t u r e  to f o l l o w  c o n c e r n i n g  
s a n c t i o n s  on l e g i s l a t o r s .  . T h e  c o m m i t t e e  m u st  i n c l u d e  a t i m e t a b l e  f o r  
c o m p l i a n c e  reports  w h e n  it s u b m i t s  a report  r e c o m m e n d i n g  s a n c t i o n s  to a
l e g i s l a t i v e  bo dy to c o n s i d e r  i m p o s i n g  on a  l e g i s l a t o r  w h o  was  f o u n d  i n 
v i o l a t i o n  o f  the e t h i c s  c o d e .  T h e  report  m a y  a lso  i n c l u d e  r e c o m m e n d e d  f i n e s  
that, the  l e g i s l a t i v e  b od y  m ay i m p o s e  i f  the l e g i s l a t o r  d o e s  not  c o m p l y  in a 
t i m e l y  m a n n e r .

S E C T I O N  4 8 :  A S  2 4 . 6 0 . 1 7 4  T I M E T A B L E  F O R  S A N C T I O N S  This  s u b s e c t i o n  
r e q u i r e s  the  l e g i s l a t i v e  b o d y  to report  to the  c o m m i t t e e  the s a n c t i o n s  a n d  
t i m e t a b l e  for  c o m p l i a n c e  it has  adopted.  It f u r th e r  r e q u i r e s  the  l e g i s l a t o r  to  
report  c o m p l i a n c e  w it h  the s a n c t i o n s  a c c o r d i n g  to the t i m e t a b l e  to t h e
c o m m i t t e e .  I f  the  c o m m i t t e e  d e t e r m i n e s  the l e g i s l a t o r  or f o r m e r  l e g i s l a t o r  h a s  
not  c o m p l i e d  fu l l y  and in a t i m e l y  m a n n e r ,  the  c o m m i t t e e  m a y  r e c o m m e n d
that the  l e g i s l a t i v e  b o d y  i m p o s e  a f ine  or ad di t io n a l  s a n c t io n s .

S E C T I O N  49 :  A S  2 4 . 6 0 . 1 7 6 :  R E C O M M E N D A T I O N S  W H E R E  V I O L A T O R  IS A
L E G I S L A T I V E  E M P L O Y E E .  Th e  c u r r e n t  c o d e  sets  out  that the  “ a p p o i n t i n g  
a u t h o r i t y "  d e t e r m i n e s  s a n c t i o n s  to be  i m p o s e d  on a v i o l a t o r  w h o  is a n  
e m p l o y e e .  ( A p p o i n t i n g  autho ri ty  is d e f i n e d  in A S  2 4 . 6 0 . 1 7 6 ( b )  o f  this b i l l . )  T h e
p r o p o s e d  l a n g u a g e  in this  s e c t i o n  e s t a b l i s h e s  that  t h o s e  l is ted in A S
2 4 . 6 0 . 1 7 6 ( b )  h a v e  the  a u t h o r i t y  to i m p o s e  s a n c t i o n s  on v i o l a t o r s  w h o  a r e  
l e g i s l a t i v e  e m p l o y e e s .

S E C T I O N  50 :  A S  2 4 . 6 0 . 1 7 6 ( b ) :  A P P O I N T I N G  A U T H O R I T Y .  This  n e w
s u b s e c t i o n  d e f i n e s  w h i c h  b o d y  or  p e r s o n  is the a p p o i n t i n g  a u t h o r i t y  for  e a c h  
s e t  o f  l e g i s l a t i v e  e m p l o y e e s .

S E C T I O N  5 1 :  A S  2 4 . 6 0 . 1 7 8  S A N C T I O N S  Current law do es  not  set out  po ss i b l e  
s a n c t i o n s  that c o u ld  be  r e c o m m e n d e d  by the c o m m i t t e e .  T h e  n e w  s e c t i o n  l i s t s  
s a n c t i o n s  the c o m m i t t e e  m a y  make  to the l e g i s l a t u r e  for  v i o l a t i o n s  o f  t h e  
e t h i c s  co d e .  T h e  list  i n c l u d e s ;  f in es  on m e m b e r s  w h o  v i o l a t e d  the c o d e ,  
d i v e s t i t u r e  o f  s p e c i f i e d  as se ts  or w i t h d r a w a l  from c e r t a i n  a s s o c i a t i o n s ,  
a d d i t i o n a l  d i s c l o s u r e ,  s u s p e n s i o n  or t e r m i n a t i o n  from l e g i s l a t i v e  e m p l o y m e n t  
( i f  an e m p l o y e e ) ,  r e s t i t u t i o n  or r e i m b u r s e m e n t ,  p u b l i c  or p r iv a te  w r i t t e n  
r e p r i m a n d ,  c e n s u r e ,  r e m o v a l  from c o m m i t t e e  p o s i t i o n s ,  p r o b a t i o n ,  e x p u l s i o n
or  any o t h e r  a p p r o p r i a t e  m e a s u r e .  S u b s e c t i o n  (c )  c l a r i f i e s  that  the c o m m i t t e e  
m a y  r e c o m m e n d  that the s u b j e c t  be requ ir ed  to pay  all or s o m e  o f  the c o s t s  
re la te d  to the i n v e s t i g a t i o n  or  a d j u d i c a t i o n  o f  a c o m p l a i n t .  T h e  c o m m i t t e e ’ s 
in te nt  is to a l lo w th os e  c o v e r e d  by the c o d e  to be a w a r e  o f  p o s s i b l e  s a n c t i o n s  
and to e m p o w e r  the le g is la tu r e  to i m p o s e  or require  an y o f  the  a b o v e  sa n c t i o n s  
o n  ' e g i s l a t o r s ,  i n c l u d i n g  f i n e s .

S E C T I O N  5 2 :  A S  2 4 . 6 0 . 2 0 0  F I N A N C I A L  D I S C L O S U R E  B Y  L E G I S L A T O R S ,  
L E G I S L A T I V E  D I R E C T O R S  A N D  R A N G E  19 A N D  A B O V E  L E G I S L A T I V E  
E M P L O Y E E S  U n d e r  c u r r e n t  law, l e g i s l a t o r s  and l e g i s l a t i v e  d i r e c to r s  a r e  
r e q u i r e d  to a n n u a l l y  f i le a c o m p l e t e  f i n a n c i a l  d i s c l o s u r e  s t a t e m e n t  to APOC.  
Th is  s t a t e m e n t  is s im i l a r  to the c o n f l i c t  o f  interest  s tat em ent s  f i l ed  by s t a tew id e



and loc al  e l e c t e d  o f f i c i a l s .  The  p r o p o se d  c h a n g e s  to the APOC L e g i s l a t i v e  
F i n a n c ia l  D i s c l o s u r e  s t a t e m e n t  deal only  wi th g i f t s .  Al l  o t h e r  r e p o r t i n g  u n d e r  
this s e c t i o n  remain s  the  s a m e  and remains  the r e s p o n s i b i l i t y  o f  A P O C .  The  n e w  
l a n g u a g e  r e m o v e s  the r e s p o n s ib i l i t y  for d e a l i n g  w it h  reports  o f  any  g i f t s  from  
A P O C .  T h e  c o r r e s p o n d i n g  ch a n g e  descr ibed a b o v e  in A S  2 4 . 6 0 . 0 8 0 ( d )  p la ces  that  
r e s p o n s i b i l i t y  s o l e l y  w i th  the e th ics  c o m m i t t e e .  T h e  a m e n d m e n t  adds the s a m e  
r e p o r t i n g  r e q u i r e m e n t s  for Rang e  19 and a b o v e  l e g i s l a t i v e  e m p l o y e e s  a n d
publ ic  m e m b e r s  o f  the e th ic s  c om m it te e  and adds  the r e q u i r e m e n t  that s p o u s a l  
e q u i v a l e n t  i n c o m e  is a l s o  reported.

S E C T I O N  5 3 :  A S  2 4 . 6 0 . 2 1 0  D E A D L I N E S  F O R  F I L I N G .  Adds  R a n g e  19 a n d  
a b o v e  e m p l o y e e s  and pu b l i c  members  o f  the e t h i c s  c o m m i t t e e  to the r e p o r t i n g  
d e a d l i n e ,  and c h a n g e s  the  de a d l in e  from Apri l  15 to F e b r u a r y  15. For  t h o s e  
e m p l o y e e s  h ired  at a R a n g e  19 after Jan uar y  I, the r e p o r t i n g  d e a d l i n e  is 6 0
d a y s  from date  o f  b e in g  hired,  or promoted,  to a R a n g e  19.

S E C T I O N  5 4 :  A S  2 4 . 6 0 . 2 4 0 .  C I V I L  P E N A L T Y  F O R  L A T E  F I L I N G .  A d d s
R a n g e  19 and a b o v e  e m p l o y e e s  and pub l ic  m e m b e r s  o f  the e t h i c s  c o m m i t t e e  t o  
th os e  s u b je c t  to c i v i l  p e n a l t ie s  for late f i l ing .

S E C T I O N  5 5 :  A S  2 4 . 6 0 . 2 5 0  F A I L U R E  T O  F I L E .  A d d s  R a n g e  19 and a b o v e  
e m p l o y e e s  and p u b l ic  m e m b e r s  o f  the e t h i c s  c o m m i t t e e  to those  w h o  c o u l d  
fo r fe i t  n o m i n a t i o n  to o f f i c e  for fai lure to f i le  report .  ( S e e  2 / 1 8 / 9 7  C r a m e r  
m e m o  fo r  d i s c u s s i o n  o f  this sec t ion)

S E C T I O N  56 :  A S  2 4 . 6 0 . 2 6 0 ( a )  F I N E S  C u r r e n t  la w  d o e s  not  in c l u d e  a n y  
p e n a l t y  for  late d i s c l o s u r e s  to the e th ics  c o m m i t t e e .  T h e  p r o p o s e d  c h a n g e s  i n 
this s u b s e c t i o n  and the n e w  subse ct ion  A S  2 4 . 6 0 . 2 6 0 ( c )  in this  bill ,  w o u ld  a l l o w  
a person to f i le  a late d is c lo su re  but that person w o u l d  be  su bj ec t  to a f ine  or t o  
h a v i n g  a c o m p l a i n t  f i l e d  ag a in st  them.

S E C T I O N  57 :  A S  2 4 . 6 0 . 2 6 0 ( c )  F I N E S  Permits  the  c o m m i t t e e  to im p o s e  f i n e s  
for late d i sc lo su res .  F i ne s  are not to e x c e e d  5 2  per da y  to u m a x i m u m  o f  $ 1 0 0  per  
late d i s c l o s u r e .

S E C T I O N  5 8 :  A S  2 4 . 6 0 . 9 9 0 ( a ) ( 5 )  I M M E D I A T E  F A M I L Y  Th e c h a n g e  to t h e  
d e f i n i t i o n  o f  i m m e d i a t e  f a m i l y  affects ,  in current  law ,  the  c o n t r a c t s  and l e a s e s  
se c t io n  ( 2 4 . 6 0 . 0 4 0 )  and the se c t ion  on ne pot i sm ,  A S  2 4 . 6 0 . 0 9 0 .  T h e  ch ang es  h e r e  
c o n f o r m  w it h  c h a n g e s  m a d e  in A S  2 4 . 6 0 . 0 8 0 ( g )  o f  this  bil l .

S E C T I O N  59:  A S  2 4 . 6 0 . 9 9 0  L E G I S L A T I V E  E M P L O Y E E  A N D  S P O U S A L
E Q U I V A L E N T  Adds  R a n g e  19 e m p l o y e e  and p u b l i c  m e m b e r s  o f  the e t h i c s  
c o m m i t t e e  to the d e f i n i t i o n s  o f  wh o is r equ ir ed to f i l e  the a n n u a l  L e g i s l a t i v e  
F i n a n c i a l  Repo rt  to APOC. Adds spousal  e q u i v a l e n  to the list o f  thos e  w h o s e  
i n c o m e  m u st  be r ep o r ted  i f  the reporter  is r e q u i r e d  to f i l ed the a n n u a l  
L e g i s l a t i v e  Finan cia l  Report  to APOC.

S E C T I O N  60:  A S  3 9 . 2 5 . 0 7 0 :  P O W E R S  A N D  D U T I E S  O F  T H E  P E R S O N N E L
B O A R D .  R e f l e c t s  the c h a n g e s  made in later s e c t io n s  o f  this bil l ,  w h i c h  r e p l a c e  
the A t t o r n e y  Gene ral  wi th the P e r s o n n e l  Board for  m a n y  o f  the  dut ies r e l a t e d  
to h a n d l i n g  e x e c u t i v e  b ra n ch  ethics  c o m p l a i n t s .  ( A d d e d  In S e n .  F i n  a t  
s u g g e s t i o n  o f  t h e  d r a f t e r . )



S E C T I O N  6 1 :  A S  3 9 . 2 5 . 1 6 0  N e w  s u b s e c t i o n : ( j )  S T A T E  P E R S O N N E L  A C T .
A m e n d s  the  State P e r s o n n e l  A ct  by a d d in g  a s p e c i f i c  p r o h i b i t i o n  on s t a t e
e m p l o y e e s  e n g a g i n g  in c a m p a i g n  a c t i v i t i e s  on b e h a l f  • o f  po l i t ic a l  c a n d i d a t e  o n  
g o v e r n m e n t  t ime. C l a r i f ie s  that D i v i s i o n  o f  E l e c t i o n  e m p l o y e e s  may  carry  o u t  
dut ies  re lated  to e l e c t i o n s  and m e m b e r s  and e m p l o y e e s  o f  the C o m m i s s i o n  o  n 
Judic ia l  C o n d u c t  may  carry out  dut ies  related to e v a l u a t i o n  o f  j u d g e s .

S E C T I O N  62:  A S  3 9 . 5 0 . 0 2 0  R E P O R T  O F  F I N A N C I A L  A N D  B U S I N E S S  
I N T E R E S T S .  S u b s e c t i o n  ( a )  A m e n d s  the n o n - l e g i s l a t i v e  C o n f l i c t  o f  Interest  
s t a t u t e s .  This  s e c t i o n  sets  out  that the pu b l ic  o f f i c i a l s  l isted in A S  3 9 . 5 0 . 2 0 0  
must  f i l e  a f i n a n c i a l  report w i th in  3 0  da ys  af ter  ta k in g  o f f i c e  as a p u b l i c  
of f i c i a l .  In r e fe r en ce  to f i l in g  r e q u i r e m e n t s  for  c a n d i d a t e s ,  d e le t e s  the 3 0  d a y  
gra c e  p e r i o d  for  a “ p e r s o n  w h o  b e c o m e s  a c a n d i d a t e  by a n y  o th er  m e a n s "
t h e r e b y  r e q u i r i n g  i m m e d i a t e  f i l ing .  S u b s e c t i o n  ( b )  sets outs that p u b l i c  
of f ic ia l s  are to f i l e  wi th A P O C .

S E C T I O N  63:  A S  3 9 . 5 0 . 0 3 0 ( a )  C O N T E N T S  O F  F I N A N C I A L  S T A T E M E N T S .
D e l e t e s  the  u n n e c e s s a r y  re fe r en ce  to as s e t s  or  l ia b i l i t ie s  un der  $ 5 0 0 ,  h o u s e h o l d  
g o o d s  and personal  e f f e c t s ,  to c lari fy that o n l y  th o se  i tems l isted in s u b s e c t i o n  
(b) and (d)  are to be  reported.  ( A m e n d e d  b y  S e n .  F i n  to i n c l u d e  ( d ) )

S E C T I O N  64:  A S  3 9 . 5 0 . 0 3 0 ( b )  C O N T E N T S  O F  F I N A N C I A L  S T A T E M E N T S .
C h a n g e s  the  repo r t ing  r e q u ir e m e n t s  fo r  the e x e c u t i v e  b ra n ch  publ ic  o f f i c i a l s  
to the s a m e  level  o f  l e g i s l a t o r s ;  i n te rest s  o v e r  $ 1 0 0 0 ,  P r e v i o u s  r e p o r t i n g  l e v e l  
was $ 1 0 0  for  m os t  i n c o m e / i n t e r e s t s  and $ 5 0 0  for  loans .  Adds r e q u i r e m e n t  f o r  
p u b l i c  o f f i c i a l s  to report  any  i n c o m e  o f  o v e r  $ 2 5 0  that is a g i f t .  D e l e t e s  
r e q u i r e m e n t  for r e p o r t i n g  o f  a state c o n t r a c t  or natural  r e s o u r c e  le ase  h e l d ,  
bid or o f f e r e d  by the o f f i c i a l ’s m o t h e r  or fa ther ,  adds r e p o r t i n g  o f  s t a t e  
c o n t r a c t  h e ld ,  bid or o f f e r e d  by a p a r t n e r s h i p  or  p r o f e s s i o n a l  c o r p o r a t i o n  o f  
w h i c h  the  o f f i c i a l  is a m e m b e r .  Adds  o f f i c i a l ' s  s p o u s e  to the list o f  th o s e  t h e
o f f i c i a l  m u s t  report i f  the s p o u s e  ho ld s  a natural  re sour ce  lease .

S E C T I O N  65:  A S  3 9 . 5 0 . 0 3 0  C O N T E N T S  O F  F I N A N C I A L  S T A T E M E N T S .  A d d e d  
by S e n a t e  F i n a n c e  at the r e q u e s t  o f  APOC,  this  l a n g u a g e  p r o v i d e s  a w a y  f o r  
stair- o f f i c i a l s  to report  a c l o s e  e c o n o m i c  a s s o c i a t i o n  (as requi red in AS  
3 9 . 5 2 . 1 5 5  o f  this bi l l )  a l o n g  with their c o n f l i c t  o f  i n te r e s t  s t a t e m e n t s  on A p r i l  
15, as o p p o s e d  to f i l i n g  a se pa rat e  report  on F e b r u a r y  15. ( A d d e d  b y  S e n .
F i n . )  N o t e  o v e r l a p  with S e c t i o n s  6 and 7 8

S E C T I O N  66:  A S  3 9 . 5 0 . 0 7 0  F A I L U R E  T O  R E P O R T  B Y  C E R T A I N  S T A T E  
E M P L O Y E E S .  A m e n d s  lang ua ge  to c o n f o r m  with c h a n g e s  on w h o  must  r e p o r t ,  
in S e c t i o n s  A S  3 9 . 5 0 . 0 2 0  and A S  39 . 5 0 .2 0 0 .

S E C T I O N  6 7 :  A S  3 9 . 5 0 . 0 8 0  F A I L U R E  T O  R E P O R T  B Y  A  C O M M I S S T T N  OR  
B O A R D  C H A I R  O R  M E M B E R .  A m e n d s  l a n g u a g e  to c o n f o r m  with  c h a n g e s  o n 
w h o  m u s t  report,  in S e c t io n s  A S  3 9 . 5 0 . 0 2 0  and A S  3 9 . 5 0 . 2 0 0 .

S E C T I O N  68 :  A S  3 9 . 5 0 . 2 0 0 ( ( a ) ( S )  D E F I N I T I O N S .  C o m b i n e d  with f o l l o w i n g  
s e c t io n ,  c h a n g e s  the  d e f in i t io n  o f  w h o  must  f i l e  a f i n a n c i a l  report.  Add s  to t h e  
c u r r e n t  list,  all state e m p l o y e e s  *n the e x e c u t i v e  br anc h in the e x e m p t  o r  
pa rt ia l l y  e x e m p t  s e r v i c e  w h o  are at a R a n g e  19 or a b o v e  or w h o  earn m o r e  
than S 4 2 0 0  per month.



S E C T I O N  6 9 :  A S  3 9 . 5 0 . 2 0 0 ( a ) (  1 0 )  D E F I N I T I O N S .  C o m b i n e d  with a b o v e  
s e c t io n ,  c h a n g e s  the de f in i t ion  o f  w h o  must  f i le  a f i n a n c i a l  report .  Adds  to t h e  
current  l i st ,  all s tate  e m p l o y e e s  in the  e x e c u t i v e  branch in e x e m p t  or p a r t i a l l y  
e x e m p t  s e r v i c e  w h o  are at a R a n g e  19 or a b o v e  or w h o  earn more  than $ 4 2 0 0  
per  m o n t h .

S E C T I O N  7 0 :  A S  3 9 . 5 2 . 0 1 0 ( a )  F I N D I N G S  A N D  P U R P O S E .  G e n e r a l l y  a d d s
the f i n d i n g s  o f  the l e g i s l a t i v e  e th ic s  act  to thos e  in the e x e c u t i v e  b r a n c h  
e t h i c s  c o d e .

S E C T I O N  7 1 :  A S  3 9 . 5 2 . 1 1 0 ( c )  S C O P E  O F  C O D E .  C o n f o r m i n g  c h a n g e  r e l a t e d  
to r e m o v a l  o f  A t t o r n e y  G en era l  from ce r ta in  a c t io n s  related to a d m i n i s t e r i n g  
the e x e c u t i v e  e t h i c s  c o d e .

S E C T I O N  7 2 :  A S  3 9 . 5 2 . 1 2 0 ( b )  M I S U S E  O F  O F F I C I A L  P O S I T I O N .  T h i s
s e c t i o n  c l a r i f i e s  that the G o v e r n o r  and Lt. G o v e r n o r  m ay  a c c e p t  c a m p a i g n  
c o n t r i b u t i o n s  and that p u b l i c  o f f i c e r s  and Lt. G o v e r n o r  and G o v e r n o r  m a y  
a c c e p t  l a w f u l  g i f t s .

S E C T I O N  7 3 :  A S  3 9 . 5 2 . 1 2 5  M I S U S E  O F  O F F I C I A L  P O S I T I O N  B Y  S T A T E  
O F F I C I A L S .  N e w  s e c t i o n .  A dd s  a n e w  s e c t i o n  to the e x e c u t i v e  b r a n c h  
et h ic s  c o d e  w h i c h  sets out  add i t i ona l  pr oh ib i t i ons  for  state o f f i c i a l s  (as d e f i n e d  
at the en d  o f  this bil l) ,  as g e n e r a l l y  fo u n d  in the l e g i s l a t i v e  e th ic s  act,  a n d
i n c l u d e s  c h a n g e s  made to the  l e g i s l a t i v e  e t h i c s  act through this l e g is la t io n .

S E C T I O N  7 4 :  A S  3 9 . 5 2 . 1 3 0 ( c ) .  G I F T S  This  s e c t i o n  and other  s e c t i o n s
c h a n g e  the  r e p o r t i n g ,  a d v i s i n g  and e n f o r c i n g  a u th o r i t y  r e l a t i n g  to g i f t s  f o r  
the e x e c u t i v e  b r a n c h  from the A t t o r n e y  G e n e r a l ’s o f f i c e  to the P e r s o n n e l  
B o a r d .

S E C T I O N  7 5 :  A S  3 9 . 5 2 . 1 3 0 ( e - n )  G I F T S  . N e w  s u b s e c t i o n s .  C h a n g e s  
l a n g u a g e  r e g a r d i n g  state o f f i c i a l s  to ma tch l e g i s l a t i v e  g i f t  r e s t r i c t i o n s  a n d  
r e p o r t i n g .  Se ts  out  the list o f  g i f t s  that are e x e m p t e d  from r e s t r i c t i o n s ,  
i n c l u d i n g  v o l u n t a r y  s e r v i c e s ,  to the e x e c u t i v e  b ran ch.  T h e  list  m a t c h e s  t h e  
e x e m p t  l ist  for  the l e g i s l a t u r e ,  as p r o p o s e d  in this  bill .  Gif ts  from a n o t h e r  
g o v e r n m e n t  to be  de l iv ered to the  O f f i c e  o f  the Governor .O

S E C T I O N  7 6 :  A S  3 9 . 5 2  R E S T R I C T I O N S  O N  F U N D R A I S I N G .  N e w
S u b s e c t i o n s .  S e c t i o n  3 9 . 5 2 . 1 3 2 :  S e t s  re s t r ic t io ns  on  c a m p a i g n  f u n d r a i s i n g
d u r i n g  s e s s i o n  for  state o f f i c i a l s  i n c l u d i n g  the g o v e r n o r  and l i e u t e n a n t  
g o v e r n o r .  S e c t i o n  3 9 . 5 2 . 1 3 4  pr o h ib i t s  a state o f f i c i a l ,  o the r  than t h e  
G o v e r n o r  or  Lt. G o v e r n o r ,  in the e x e m p t  or  p ar t ia l ly  e x e m p t  s e r v i c e  f r o m  
f i l i n g  a le t ter  o f  intent  or d e c l a r a t i o n  o f  c a n d i d a c y  for  the l e g i s l a t u r e .  
S e c t i o n  3 9 . 5 2 . 1 3 6  adds state o f f ic ia l s  to those  that must  c o m p l y  with the o p e n  
m e e t i n g s  l a w .

S E C T I O N  7 7 :  A S  3 9 . 5 2 . 1 5 0 ( d )  I M P R O P E R  I N F L U E N C E  IN S T A T E  G R A N T S ,  
C O N T R A C T S ,  L E A S E S ,  L O A N S .  R e q u ir e s  r e p o r t i n g  to the P e r s o n n e l  Board a s  
w e l l  as to su perv is or ,  a report o f  part ic ipat ion  in state contracts ,  grants,  l e a s e s ,  
l o a n s .

S E C T I O N  7 8 :  A S  3 9 . 5 2 . 1 5 5  D I S C L O S U R E  O F  C L O S E  E C O N O M I C
A S S O C I A T I O N S .  N e w  S e c t i o n :  R e q u ir e s  state o f f ic ia l  to d i s c l o s e ,  to
s u p e r v i s o r  and APOC. c l o s e  e c o n o m i c  a s s o c i a t i o n s  wi th thos e  l isted in t h i s



s e c t i o n .  Sets  d i s c l o s u r e  d e a d l i n e s  to c o n f o r m  with  l e g i s l a t i v e  e t h i c s  a c t .  
S u b s e c t i o n  (c)  r eq u ir e s  state o f f i c i a l s  w h o  are married  to or  l i v i n g  with a
l o b b y i s t  to report the n a m e  o f  ea ch e m p l o y e r  o f  the l o b b y i s t  and the t o t a l  
m o n e t a r y  va lu e  r e c e i v e d  from the  e m p l o y e r .  C h a n g e s  must  be repor ted  w i t h i n
48  hours.  A P O C  sh al l  m a i n t a i n  a publ ic  record o f  the  d i s c l o s u r e s .  Note  o v e r l a p
w_jth_Section  6 and 65 .

S E C T I O N  7 9 :  A S  3 9 . 5 2 . 1 7 0  O U T S I D E  E M P L O Y M E N T  R E S T R I C T E D ,  ( a )  A d d s  
a c l a u s e  that restricts s tate  o f f i c i a l s  from a c c e p t i n g  ou ts id e  e m p l o y m e n t  i f  t h e  
c o m p e n s a t i o n  is s i g n i f i c a n t l y  g reat er  than the v a l u e  o f  the s e r v i c e s .  C o n f o r m s  
w i t h  l e g i s l a t i v e  e th i c s  l a n g u a g e ,  (b)  Requ ir es  t h o s e  w h o  r e c e i v e  c o m p e n s a t i o n
for a n o t h e r  j o b  to report to both s u p e r v i s o r  and P erso n n e l  Board .

S E C T I O N  80:  A S  3 9 . 5 2 . 1 7 0  ( c )  O U T S I D E  E M P L O Y M E N T .  A dd s  a n
h o n o r a r i u m  rest r ic t ion  for  s t a t e  o f f i c i a l s  w h i c h  m a t c h e s  l e g i s l a t i v e  e t h i c s  a c t  
r e s t r i c t i o n .

S E C T I O N  81:  A S  3 9 . 5 2 . 1 8 0 ( b )  R E S T R I C T I O N S  O N  E M P L O Y M E N T  A F T E R
L E A V I N G  S T A T E  S E R V I C E .  This  r e f e r e n c e s  c h a n g e  in n e w  s u b s e c t i o n  ( d )  
b e l o w ,  r e s t r i c t i n g  a g e n c i e s  f rom c o n t r a c t i n g  with  a f o r m e r  state o f f i c i a l  f o r  
l o b b y i n g  s e r v i c e s  b efore  a s tate  a g e n c y  or the le g i s l a tu re .

S E C T I O N  82:  A S  3 9 . 5 2 . 1 8 0 ( c )  R E S T R I C T I O N S  O N  E M P L O Y M E N T  A F T E R
L E A V I N G  S T A T E  S E R V I C E .  R e f e r e n c e s  n e w  s u b s e c t i o n  (d) b e l o w  and sets a 
o n e  y e a r  l imit  on w a i v i n g  r e s t r i c t i o n s  set  out  in this s e c t i o n  r e g a r d i n g  
l o b b y i n g .

S E C T I O N  83:  A S  3 9 . 5 2 . 1 8 0  R E S T R I C T I O N S  O N  E M P L O Y M E N T  A F T E R
L E A V I N G  S T A T E  S E R V I C E .  N e w  s u b s e c t i o n ,  (d) res tr ic ts  a g e n c i e s  f r o m
c o n t r a c t i n g  with a f o r m e r  p u b l i c  o f f i c e r  for s e r v i c e s  w h i c h  w o u l d  i n c l u d e  
l o b b y i n g  b e fo r e  a s tate  a g e n c y  or the  leg is lat ure .

S E C T I O N  84:  A S  3 9 . 5 2 . 2 1 0 ( a - c )  D E C L A R A T I O N  O F  P O T E N T I A L
V I O L A T I O N S .  R e q u ir e s  p u b l i c  e m p l o y e e s  to report po ten t ia l  v i o l a t i o n s  to  
P e r s o n n e l  Bo ard as w e l l  as to supervisor .  Requir es  su p e r v i so r  to p rov id e  a  c o p y  
o f  w r i t t e n  d e t e r m i n a t i o n  o f  po te nt ia l  v i o l a t i o n  to pu b l i c  e m p l o y e e  a n d  
p e r s o n n e l  bo ard.

S E C T I O N  8 5 :  A S  3 9 . 5 2 . 2 2 0  P E C L A R A T I O N  O F  P O T E N T I A L  V I O L A T I O N S  
B Y  M E M B E R S  O F  B O A R D S  A N D  C O M M I S S I O N S .  R e q u ir e s  m e m b e r s  o f  
boards  or  c o m m i s s i o n s  to d i s c l o s e  a matter that m a y  result  in a  v i o l a t i o n  on t h e  
p u b l i c  r ec or d and in w r i t i n g  to s u p e r v i s o r  and to the p e r s o n n e l  b o a r d .  
R e p l a c e s  A G  o f f i c e  wi th P e r s o n n e l  Board as a d v is o r s  in matters  o f  p o t e n t i a l  
v i o l a t i o n .

S E C T I O N  8 6 :  A S  3 9 . 5 2 . 2 3 0  R E P O R T I N G  O F  P O T E N T I A L  V I O L A T I O N S .  A
c o m p l a i n t  ag ai ns t  a state o f f i c i a l  is f i l ed with  the sup ervisor .  T h e  s u p e r v i s o r  i s  
require d to f i le  a c o p y  o f  the  c o m p la in t  wi th  the personn el  board.

S E C T I O N  87:  A S  3 9 . 5 2 . 2 4 0 ( a )  A D V I S O R Y  O P I N I O N S .  Adds state o f f i c i a l s  to  
t h o s e  that may request  an a d v is o r y  op in io n  and se ts  the pe rsonn el  board as the 
b o d y  to i s s u e  the opin ion .



S E C T I O N  88:  A S  3 9 . 5 2 . 2 4 0 ( b )  A D V I S O R Y  O P I N I O N S .  R e p l a c e s  the AG
o f f i c e  wi th the p e r s o n n e l  board as the b o d y  o f f e r i n g  oral ad v ice .

S E C T I O N  89:  A S  3 9 . 5 2 . 2 4 0 ( c )  A D V I S O R Y  O P I N I O N S .  R e p la c e s  the AG
o f f i c e  wi th the p e r s o n n e l  board as the a d v i s i n g  bo d y .

S E C T I O N  90: A S  3 9 . 5 2 . 2 4 0 ( c )  A D V I S O R Y  O P I N I O N S .  R e p l a c e s  the  AG
o f f i c e  wi th  the  p e r s o n n e l  board as the a d v i s i n g  b o d y

S E C T I O N  9 1 :  A S  3 9 . 5 2 . 2 4 0 ( h )  A D V I S O R Y  O P I N I O N S .  R e p l a c e s  the AG
o f f i c e  w i th  P e r s o n n e l  B o a r d  for pu rpo se  o f  p u b l i s h i n g  a d v i s o r y  o p i n i o n s .

S E C T I O N  92:  A S  3 9 . 5 2 . 2 5 0  A D V I C E  T O  F O R M E R  P U B L I C  O F F I C E R S .
R e p l a c e s  the A G  o f f i c e  wi th  the personn el  board as the a d v i s i n g  body.

S E C T I O N  93:  A S  3 9 . 5 2 . 2 6 0  D E S I G N A T E D  S U P E R V I S O R ’S R E P O R T  A N D  
P E R S O N N E L  B O A R D  R E V I E W .  R e p l a c e s  the A G  o f f i c e  wi th  the p e r s o n n e l  
board as the b o d y  a c c e p t i n g  reports o f  po te nt ia l  v i o l a t i o n s .

S E C T I O N S  9 4  - 1 0 3 :  A S  3 9 . 5 2 . 3 1 0 ,  3 2 0 , 3 3 0 , 3 4 0 .  C O M P L A I N T S :  T h e
c h a n g e s  in th e s e  s e c t i o n s  h a v e  the e f f e c t  o f  r e m o v i n g  the A G  from h a n d l i n g  
c o m p l a i n t s  and p l a c i n g  that r e s p o n s i b i l i t y  w i t h  the  P e r s o n n e l  Board.

S E C T I O N  104:  A S  3 9 . 5 2 . 3 5 0 :  P R O B A B L E  C A U S E  F O R  A  H E A R I N G  C h a n g e s  
the c u r r e n t  role o f  the A G  from d e t e r m i r . ' n g  p r o b a b l e  c a u s e  and i n i t i a t i n g
h e a r i n g s  to that o f  “p r o s e c u t o r ” in the h e a r i n g .  E s t a b l i s h e s  the P e r s o n n e l
Bo ard as the b od y  to c o n d u c t  the p r e l i m i n a r y  r e v i e w ,  d e t e r m i n e  p r o b a b l e  
c a u s e  an d  in i t ia t e  h e a r i n g s .

S E C T I O N  1 0 5 :  A S  3 9 . 5 2 . 9 2 0  A G E N C Y  P O L I C I E S  R e p l a c e s  the A G  o f f i c e  w i t h
the P e r s o n n e l  B o a r d  as the body w h i c h  r e v i e w s  and a p p r o v e s  a g e n c y  p o l i c i e s  
that res t r ic t  a  p u b l i c  o f f i c e r s  a c q u i s i t i o n  o f  p e r s o n a l  i n terest  in c e r t a i n  
e n t i t i e s  and a c c e p t a n c e  o f  g i f t s .

S E C T I O N  106:  A S  3 9 . 5 2 . 9 5 0 .  R E G U L A T I O N S .  Limits  the AG o f f i c e  t o
a d o p t in g  r e g u la t io n s  re lat ing  to c o m p l a i n t s  ( fo r  this  act )  and sets  out that t h e
p e r s o n n e l  board m ay adopt  r e g u l a t i o n s  n e c e s s a r y  to in t e r p r e t  and i m p l e m e n t
s e c t i o n s  o t h e r  than c o m p l a i n t s ,

S E C T I O N  107:  A S  3 9 . 5 2 . 9 6 0 ( 1 1 )  D E F I N I T I O N  O F  I M M E D I A T E  F A M I L Y .  
C h a n g e s  d e f i n i t i o n  in the e x e c u t i v e  act  to m a tc h  the l e g i s l a t i v e  act,  a s
p r o p o s e d  in this bil l .

S E C T I O N  108:  A S  3 9 . 5 2 . 9 6 0  (23 )  D E F I N I T I O N  O F  S T A T E  O F F I C I A L .  M e a n s  
g o v e r n o r ,  l i e u t e n a n t  g o v e r n o r ,  a p e r s o n  hired  or a p p o i n t e d  as the head o r  
de p u ty  he ad  o f  a d e p a r t m e n t  in the e x e c u t i v e  b r a n c h  or as the d ir ec tor  o f  a 
d i v i s i o n  in a d e p a r t m e n t  in the e x e c u t i v e  b r a n c h ,  the c h a ir  or m e m b e r  o f  a 
state c o m m i s s i o n  or board,  the e x e c u t i v e  d ir e c t o r  o f  the A las ka T o u r i s m  
M a r k e t in g  C o u n c i l ,  an as s i s t an t  to the g o v e r n o r  or l i eu tenan t  go ve rn or ,  a s t a t e  
i n v e s t m e n t  o f f i c e r ,  the  s tate c o m p t r o l l e r  in the  D e p a r t m e n t  o f  R e v e n u e ,  and a
state e m p l o y e e  w h o  is not o t h e r w i s e  l i sted in this d e f i n i t i o n  w h o  is e m p l o y e d  
in a p o s i t i o n  in the e x e c u t i v e  branch o f  state g o v e r n m e n t  in the e x e m p t  o r



partial ly  e x e m p t  ser vic e  and w h o  is c o m p e n s a t e d  at Range  19 A  or a b o v e  on the 
s tate  salary sche du le  or at m ore  than $ 4 2 0 0  per month.  (This  m ay  a f f e c t  p e o p l e  
at l o w e r  ranges  w h o  are further out  in s tep)  D o e s  not  in c lu d e  an e m p l o y e e  who  
is a m e m b e r  o f  c o l l e c t i v e  ba r g a in in g  uni t  e .g .  s tate  ferry worke rs .

S E C T I O N  109:  A S  4 4 . 6 2 . 1 7 5 ( a )  A L A S K A  A D M I N I S T R A T I V E  J O U R N A L .
A d d s  a d v i s o r y  op ini ons  o f  the p e r s o n n e l  board to the list o f  th o se  th in g s  to b e  
p u b l i s h e d  in the jou rn a l .

S E C T I O N  110:  T e m p o r a r y  L a w :  A G  O P I N I O N S .  Sets  out  that a p u b l i c  
o f f i c e r  or  form er  pu bl ic  o f f i c e r  m ay  re ly  upon the o p i n i o n  o f  the A G ’s o f f i c e  
prior to this act taking e f f e c t .

S E C T I O N  111:  T e m p o r a r y  L a w :  D I S B U R S E M E N T  O F  U N U S E D  C A M P A I G N  
C O N T R I B U T I O N S  A l l o w s  c u r r e n t  l e g i s l a t o r s  to t r a n s f e r  $ 5 0 0 0  per  ye ar  f r o m  
u n u s e d  c a m p a i g n  c o n tr ib u t io n s  to a l e g i s l a t i v e  o f f i c e  a c c o u n t  and requires  t h e  
m o n e y  transferred to be a c c o u n t e d  for  u nd er  A S  1 5 . 1 3 . 1 1 0 ( a ) ( 4 ) .

S E C T I O N  1 1 2 :  T e m p o r a r y  L a w .  R e t r o a c t i v e  D a t e  f o r  S e c s .  1, 2 a n d  111 .
A l l o w s  the i n c r e a s e  in t r a n s f e r  to future  e l e c t i o n  a c c o u n t  and s u b s e q u e n t  
transfer  o f  a portion o f  that i n c r e a s e  to the o f f i c e  a c c o u n t  to be  r e t r o a c t i v e  to  
D e c e m b e r  3 1 ,  1996.

S E C T I O N  113:  T e m p o r a r y  L a w .  I m m e d i a t e  E f f e c t i v e  D a t e  for Se cs .  1, 2,
111 and 112.

S E C T I O N  11 4:  E F F E C T I V E  D A T E :  APOC has  r e c o m m e n d e d  that a J a n u a r y  1 
e f f e c t i v e  date w ou ld  c o r r e s p o n d  to the ir  c a l e n d a r  y e a r  r e p o r t i n g  and w o u l d  
a v o i d  c o n f u s i o n  for those w h o  h a v e  to f i l e  the f i n a n c i a l  d i s c l o s u r e  to APOC f o r  
the p e r i o d  o f  t ime b e t w e e n  J a n u a r y  1 and w h a t e v e r  other  date m i g h t  b e  
s e l e c t e d .
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ALASKA COURT SYSTEM

Dea r  Senator Kelly;

T h e  Alaska C ourt S y s t e m  respectively requests that S B  1 0 6  be calendared for floor d eb at e  at your 
earliest convenience.

This bill will benefit those citizens submitting applications to b e  notaries public b y  r e m o v i n g  the 
requirement that the required b o n d  applications be signed b y  the clerk of the superior court. 
A l t h o u g h  this bill will provide a small time savings to the court system, its primary p u r po se  is to 
sav e  notary applicants a n  extra a n d  u nn ec es sa ry  step a n d  to r e m o v e  1 to 2 w e e k s  f r o m  the 
a p p o i n t m e n t  process.

Currently, b y  statute, the Lieutenant G o v e r n o r  is c h a rg ed  with accepting applications f r o m  a n d  
appointing notaries. H o w e v e r ,  a l a w  enacted shortly after statehood requires that the clerk of the 
superior court a p p r o v e  the $ 1 , 0 0 0  b o n d  that is part of the application. This m e a n s  that rather than 
sending their applications directly to the Lieutenant Governor, applicants m u s t  first take or mail 
t h e m  to the superior court. T h e  court clerk merely looks at the b o n d  to m a k e  sure that it is filled 
out properly a n d  signed. T he re  is n o  analysis d o n e  a n d  n o  verification that the information is 
accurate. This function is not s o m e t h i n g  that the clerk is uniquely qualified to d o  or has a n y  
particular expertise in.

This bill allows notary applications to be sent directly to the Lieutenant Governor, thus rem ov in g  
o n e  layer of b ur ea uc ra cy  a n d  1 to 2 w e e k s  of time f r o m  the notary application process.

A d m in is t r a t iv e  A t t o r n e y
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SPONSOR STATEMENT SB 109, Rights to Agricultural Land

SB 109 is similar to legislation passed last year as SB 162. Last session 
the reform measure passed by huge majorities, was vetoed by the 
Governor and then the Governor's veto was overridden. However, 
the override vote, according to Judge Larry Weeks of Juneau, came a 
day late.

This session SB 109 has been heard in Senate Finance and was 
amended in an effort to accommodate some concerns o f the 
Department o f Natural Resources. While there is not total agreement 
on the bill with the Administration, we are working together to 
promote more freedom for farmers, encourage the creation and 
preservation o f the family farm, and to allow private financing for 
agricultural land while maintaining a restriction for agricultural use.

The key provisions are:

(1) The State of Alaska will be taken off  the title to the land. This is 
absolutely essential if farmers with agricultural land are to have an 
opportunity to finance their operations with private financing.

(2) Numerous regulations are repealed that provided for micro­
management o f  private farms by the state. It is our understanding 
that the Department o f Natural Resources has no objection to 
repealing this regulations.

(3) An original agricultural parcel can now be subdivided into an)
number o f  parcels as long as they are no sma :r than 40 acres. The
subdivisions do not include the ability to build a home on the 
property. However, current law provides for a home site to go along 
with any subdivision of an original parcel as long as the parcel is at 
least 610  acres.



SB 109 would allow an original parcel to be subdivided into no more 
than four parcels of at least 40 acres that could include home sites.

(4) For a subdivided parcel that includes a home site, is under 640  
acres, and is conveyed to someone outside the owner's immediate 
family, there are two options. Option 1 provides an increased value 
fee o f  $6,000 that is payable to the state. Option 2 allows the owner
to do an appraisal and pay the difference in the increased value, if
any, from agricultural land with a home site and agricultural land 
without a home site.

(5) Agricultural use would be protected by a perpetual covenant 
running with the land. Any citizen, municipality or the State could 
bring suit in civil court to enforce the covenant. However, a 90 day 
cooling o ff  period is mandated by requiring that the complaint first 
be presented in writing to the local Soil and Water Conservation 
Board. This process should reduce or eliminate frivolous suits.

(6) A limited liability report is required to indemnify the State
during the transfer o f title.

(7) Existing requirements for a cadastral survey before the state can 
offer agricultural land are amended to allow the Commissioner o f  the 
Department o f Natural Resources to waive that expensive process.

This legislation will remove unnecessary regulations, promote family  
farming, allow farmers the option of private financing, promote more 
offering o f  agricultural land, allow a limited number additional home 
sites on agricultural land and guarantee continued agricultural use o f  
the land.
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Plnkelm&n &  M cC ollum 
P.O. B o x  3 36  

Delta Jet., Alaska 99737

April 3, 1997

To: Senate &  HouseRepresentativos

Re: Agriculture Titled Land

Dear Representatives of the 20th Legislature:

W e  are writing to petition the legislature to reconsider the passage of Senate 
Bill # 1 0 9  sponsored by Lyda G re en  and H o u s e  Bill # 184 sponsored by Jeannette 
James.

W e  as farmers, land owners as well as business owners o w n  fee simple 
property as well as a parcel of "Ag Rights” land.

W e  feel that w h o n  an Individual placed a bid on of any of the agricultural tracks 
they were fully aware and advised of any covenants and restrictions placed o n  “A g ” 
parcels being put up for State auction. Bidders placed respective b rds reflecting the 
limited value placed o n  buying only the "Agriculture Rights” to State land. Land w a s  
purchased at low rates from $ 50  *75 per acre versus similar "Fee Simple" farm ground 
with prices near $ 40 0  per acre.

A s  you all are aware of. m a n y  of the original agriculture tracks that were sold by 
the State have undergone drastic restructuring from the original terms set forth at the 
time of purchase. M a n y  farmers have benefited from the reduced Interest rates as a 
result of this restructuring.

Furthermore, the State originally paid to have those farms cleared. T h e n  the 
Federal Government sots u p  the 10 year C R P  program which recently has been 
renewed, so m a n y  have turned "Ag Land" over to reap profits from this program. Now, 
w e  have our legislature going further to roll over all of that land to limitod but yet "Fee 
Simple Title”, without having to pay a R e d  Cent for the difference in land value. This 
bill is totally unfair to all other land owners In the State of Alaska.

Should this bill pass, what will bo tho repercussions on those of us w h o  
purchased “A g  Land" from an original owner, w h o  can n o w  c o m e  back and say the 
land he sold w a s  undervalued, It Is n o w  legally worth more.
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April 3, 1997

To: Senate &  HouseRepresentatives

Re: Agriculture Tilled Land

Dear Representatives of the 20th Legislature:

W e  are writing to petition the legislature to reconsider the passage of Senate 
Bill # 109 sponsored by Lyda G r e e n  and H o u s e  Bill # 1 8 4  sponsored by Jeannette 
James.

W e  as farmers, land owners as well as business owners o w n  fee simple 
property as well as a parcel of "Ag Rights” land.

W e  feel that w h o n  an Individual placed a bid on of a ny  of the agricultural tracks 
they were fully aware and advised of any covenants and restrictions placed o n  "Ag" 
parcels being put up for State auction. Bidders placed respective bids reflecting the 
limited value placed on buying only the "Agriculture Rights" to State land. L and w a s  
purchased at low rates from $ 5 0  -75 per acre versus similar "Fee Simple” farm ground 
with prices near $ 400 per acre.

A s  you all are aware of, m a n y  of the original agriculture tracks that were sold by 
the Stale have undergone drastic restructuring from the original terms set forth at the 
time of purchase. M a n y  farmers have benefited from the reduced interest rates as a 
result of this restructuring.

Furthermore, the State originally paid to have those farms cleared. T h e n  the 
Federal Government sots u p  the 10 year C R P  program which recently has b een 
renewed, so m a n y  have turned "Ag L an d ” over to reap profits from this program. Now, 
w e  have our legislature going further to roll over all of that land to limitod but yet "Fee 
Simple Title", without having to pay a R e d  Cent for the difference in land value. This 
bill is totally unfair to all other land owners In the State of Alaska.

Should this bill pass, what will bo tho repercussions o n  those of us w h o  
purchased "Ag Land" from an original owner, w h o  can n o w  c o m e  back a nd  say the 
land he sold w a s  undervalued, it Is n o w  legally worth more.
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If a ny  legislation should be m a d e  regarding agriculture lands, lets g o  from this 
day forward, not retroactive from August 15,1976.

A n d  furthermore, farmers m a y  be limited with their borrowing abilities on this 
land, but it is our understanding, there are lending institutions w h o  will lend up to 
$50.00 per acre o n  "Ag Titled" land. A n d  for greater a ut on om y  lot t he m  be w e a n e d  
from the government, a nd  play by the rules of the ball g ame. T h e y  will still be able to 
m a k e  business decisions responsive to the economic factors of the marketplace 
without having to be freely given title to this land. Let’s be fair to all.

Fax: A d a m s ,  Donley, Duncan, Ellis, Green, Halford, Hoffman, Kelly, Leman, Lincoln, 
Mackie, Miller, Parnell, Pearce, Phillips, Sharp, Taylor, Torgerson, Ward, Wllken, Jay 
Kerttula.

J l t T lK iu l+ llV
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BRU: Civil Division

Sponsor:
Requester:

Senator Green
Component: General Legal Services
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COMPONENT SERIAL NO. 
(T housand s o f D o lla rs )
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OPERATING EXPENDITURES FY 98 FY 99 FY 00 FY 01 FY 02 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS *
MISCELLANEOUS

107.5 107.5 107.5 107.5 107.5 107.5
2.9 2.9 2.9 2.9 2.9 2.9

19.5 19.5 19.5 19.5 19.5 19.5
2.1 2.1 2.1 2.1 2.1 2.1
6.5 0.0 0.0 0.0 0.0 0 .0

TOTAL OPERATING 138.5 132.0 132.0 132.0 132.0 132.0
CAPITAL EXPENDITURES

ICHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other

138.5 132.0 132.0 132.0 132.0 132.0

TOTAL 138.5 132.0 132.0 132 .0 | 132.0 132.0
Estimate of any current year (FY97) cost: $ 
POSITIONS

0.0

FULL-TIME 1.0 1.0 1.0 1.0 1.0 1.0
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)
SB 109  requires the Department o f Natural Resources to make conveyances o f land used for agricultural 
purposes.

The bill would increase the burden on the state to enforce covenants requiring that grantees under SB 109  use 
conveyed parcels only for agricultural purposes. Under existing law, the state conveys only agricultural rights in 
land, while retaining the underlying fee title, subject to a reversionary interest triggered if the grantee uses the 
land for non-agricultural purposes. The state can enforce its rights through an administrative proceeding to 
terminate the grantee's rights, with the grantee having the right to judicial review.

SB 109  would require the state bring a civil action in state court to enforce the agriculture-only covenants.
Under the bill, the state would no longer retain a reversionary interest in the land, and its remedies would be 
restricted to damages or injunctive relief fo r specific performance. Because the state would have significantly 
less leverage in terms o f its remedies,, the potential foryfitigation would increase. In addition, because the courts
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FISCAL NOTE
S T A T E  O F  A L A S K A  

1 9 9 7  L E G I S L A T I V E  S E S S I O N
Revision Date:
Title: "An Act relating to Land Used tor Agricultural

Bui Verson: (oq
(S) Publish Date:

Dept Affected: Natural Resources___________________
BRU: Management and Administration

Purposes and to State Land Classified for Agricultural Purposes " Component: Information Resource Management
Sponsor Green, Pearce_____________________________________________  _
Requestor (S)FIN
Expenditures/Revenues

Component Serial No. 
(Thousands of Dollars)

427

OPERATING EXPENDITURES FY98 FY99 FY00 FY01 FY02 FY03
PERSONAL SERVICES" ' " 25.0 10.6 10.0 10.0 10.0 10.0
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 25.0 10.0 10.0 10.0 10.0 10.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 25.0 id.o 10.0 10.0 10.0 10.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other
TOTAL 25.0 10.0 10.0 10.0 10.0 10.0
Estimate of any current year (FY97) cost: S None
POSITIONS
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME 1.0 1.0 1.0 1.0 1.0 1.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0

ANALYSIS: (Attach a separate page if necessary)
SB 109 proposes to convey fee title to state land classified as agricultural land, subject to a covenant limiting the use to 
agricultural purposes. Former disposals of agricultural land are to be converted to fee title with the restrictive covenant. The 
current owners of agricultural rights only land may apply for fee title if they convey their interest in the land back to the 
state. These conveyances will require new transactions in the Land Administration System, and notation of the deeds back to the 
state and the new fee title patents to the Land Status GIS system (status platr).

Prepared by: Carol Carroll, Director
Division: Suppprt Services
Approved by Comr

f f r iA l ( f a t f ju
Agency: Natural Resources

Phone: 
Date:

Date:

465-4730
20-Mar-97
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1 9 9 7  L E G I S L A T I V E  S E S S I O N  (S) Publish Date: _
Revision Date: ________________________________Dept Affected: Natural Resources___________________
Title: An Act relating tr> land used for agricultural_______BRU: Agricultural Development___________
purposes and to state land classified for agricultural...______________ Component: Agricultural Development_____________
Sponsor: Green, Pearce_______________________________  ___________________________________
Requestor:_______ (S)FIN______________________________________ Component Serial No. __________ 455________

FISCAL NOTE ^
S T A T E  O F  A L A S K A  B B i ll V e r s o n : <gS tog

Expenditures/Revenues_______ •____________________________ (Thousands of Dollars)
OPERATING EXPENDITURES FY98 FY99 FY00 FY01 FY02 FY03
PERSONAL s e r v ic e s 28.5 11.4 11.4 11.4 11.4 11.4
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 28.5 11.4 11.4 11.4 11.4 11.4

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES( ) ' 0.0 0.0 o.oj 0.0 0.0 0.0
FUND SOURCE  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other

28.5 11.4 11.4 11.4 11.4 11.4

TOTAL 28.5 11.4 11.4 11.4 11.4 11.4
Estimate o f any current year (FY97) cost: S none
POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 1 1 1 1 1 1
TEMPORARY 0 0 0 0 0 0

A N A L Y S IS :  (Attach a s e p a ra te  p a g e  if ne cessa ry )

Section 4 of the bill allows for appeals based on economics. It is estimated that approximately 25% of 400 plus land 
sales would be appealed on economics the first year, at 10% in future years, at a cost o f approximately 5240/appeal.
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FISCAL NOTE

1 9 9 7  L E G I S L A T I V E  S E S S I O N
Revision Date:
Title:

S T A T E  O F  A L A S K A
3.

^  B ill V e r s o n :  (oy
(S) Publish Date:

Dept Affected: Natural Resources
j f - A - n

Resource DevelopmentAn Act relating to land used for agricultural purpos BRU: 
and to state Ian classified for agricultural purposes....___________  Component: Land Development

Sponsor:
Requestor

GREEN
(S)FIN

Expenditures/Revenues
Component Serial No. 

(Thousands of Dollars)
431

OPERATING EXPENDITURES FY98 FY99 FY00 FY01 FY02 FY03
PERSONAL SERVICES 110.4 187.7 63.4 69.7 79.2 84.5
TRAVEL 2.1 2.3 2.5 2.8 3.1
CONTRACTUAL 19.0 16.3 18.0 19.6 21.9 23.9
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 131.3 206.1 83.7 91.8 103.9 111.5
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES (1005) (3.200.0) 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 131.3 206.1 83.7 91.8 103.9 111.5
1005 GF/Program Receipts
1037 GF/Mental Health
Other
TOTAL 131.3 206.1 83.7 91.8 103.9 111.5
Estimate of any current year (FY97) cost: 5 None
POSITIONS
FULL-TIME I 2.3 4.1 1.2 1.3 1.5 1.6
PART-TIME f 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY ! 0.0 0.0 0.0 0.0 0.0 0.0

ANALYSIS: (Attach a  se p a ra te  p a g e  if n e ce ssa ry )

Conversion o f existing patents: Assumes 230 existing ag patents are eligible and that conversion can be completed in first 
two years. Process begins by setting up data base, then giving public notice of conversion opportunity by mailout to last known 
address and by ads in five Alaska newspapers. This first-year phase would require 4 person-months’ work by an NRO II and an 
Admin Clerk II, total $14.4, plus contractual costs of $4.1 for certified mail and publication twice in five newspapers. Next phase is 
accepting deeds from patentees and adjudicating title conflicts: 12 person-months in the first year (6 mos. each for NRO II and 
Admin Clerk II), $43.2, plus 24 person-months in the second year (12 mos. each for NRO II and Admin Clerk II), $36.4. Final 
phase, in second year, is issuing patent if title conflicts resolved: 12 person-months (6 each of NRO II and Admin Clerk II), $43.2. 
Cost would be lower if Secs. 12-13 are amended as recommended in DNR's letter to Sen. Green dated March 19, 1997. Total 
fo r conversion : $61.7 FY98, $129.6 FY99, grand total $191.3 .

Jane Angvik
Land

Prepared by:
Division: ___
Approved by Commissi

Agency: Natural Resources ( W M _

Phone: 
Date:

Date:

239-8503
20-Mar-97
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ANALYS IS (con t.)

Monitoring/enforcement o f agricultural covenant: Analysis assumes that only the state can enforce the covenant 
and that annual monitoring of each parcel is needed so that the courts do not deem the covenant "waived or 
abandoned." (These figures would be lower if DNR's recommendations to the sponsor in its letter dated March 19,
1997 are accepted.) Monitoring would be done mostly by surface transportation, with 10% by air charter for landowners 
who are uncooperative and whose improvements cannot be seen by road, at average of one per day (including time ! 
needed for follow-up on apparent violations: document on film, research current owner at Recorde; s Office, correspond: 
with landowner, refer unresolved violations to Dept, of Law for prosecution, and provide litigation support). Enforcement1 
officer would be an NRO II. 230 farms would be monitored first year, with numbers increasing by 10% every year as i 
new patents are issued (183 parcels are currently under contract) and as patentees subdivide their parcels. 1.0 full­
time equivalent first year @  $52.8; then 1.1 ($58.1), 1.2 ($63.4), 1 .3 (369 .7 ), 1 .5 (379 .2 ), 1.6 ($84.5), Travel costs 
assume 20 days' per diem payments averaging $75/day for multi-day inspection trips, plus 20 days' meal allowance at 
$21/day for day trips exceeding 10 hours, for first-year costs of $1.9, increasing annually. Each air charter is estimated 
a t2  hrs. @  3225/hr.; 23 in first year fo ra  total o f $10.4, increasing to $11.4; $12.6; $13.8, $15,2, $16.7 by last year. 
t'207 inspections by road require two 4WD. cars, five months each in first year, at $447.00 rental per vehide-month or 
|$4.5; then 54.9; $5.4; $5.8; $6.7; $7.2. Total fo r  monitoring: $69.6 first year, increasing annually.
i Change in revenues as a result of conversion: The sales price of parcels that have already been patented or are 
currently under contract was based on the original rights conveyed. Their fair market value rises if additional rights are 
conveyed, particularly the right to subdivide into four residence sites instead of one. 358 parcels were originally or are 
presently being conveyed on a one-homesite-per-parcel basis (agricultural homesteads are not included in these totals, 
as they have always allowed subdivision into four residence sites if the original parcel was a full 160 acres). Change in 
value would vary by region because of differing real estate values. The figures include "raw" value only, not the "retail" 
cost, because the latter includes the subdivider's costs of additional survey, platting, amenities such as roads, and 
marketing. For Delta parcels, the raw value of each additional residence site is zero to $4,000 (local real estate values 
are depressed due to military base closure); Nenana-North Pole, $1,000 to 55,000; Matanuska Valley and Kenai .
Peninsula, $2,000 to $6,000. An unweighted average of $3,000 is used for this estimate: 358 parcels times three extra 
residence sites per parcel times 53,000 for a total of $3.2 million. Revenue change is attributed to first year only, ; 
though it would actually be spread over a longer period as new patents are issued. Analysis assumes this value is lost 
to the state, thus a negative impact on revenues. If Secs. 11-12 are changed as recommended in DNR’s letter to the 
sponsor dated March 19, 1997, revenue would instead be gained by the state. Total revenue change (-$3,200.0) 
first year only.
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STATE OF ALASKA
1 9 9 7  LEGISLATIVE SESS ION

BILL NO. SB 1 0 9

ANALYSIS CONTINUATION:
have found restrictive covenants waived fo r non-enforcement, the state would be under pressure to strictly 
monitor parcels fo r compliance with the covenants and bring timely legal actions, rather than risk waiving our 
rights.

The Division o f Agriculture estimates that there are currently 4 7 5  agricultural-use parcels, o f which 2 5 0  are in 
the Kenai Peninsula and Mat-Su Boroughs, and in the Fairbanks area. The parcels average 215  acres in size. 
SB 109  permits subdividing the parcels into not more than four parcels o f not less than 4 0  acres each. This 
could triple the number o f parcels that should be monitored fo r covenant violations. In addition, the legislation 
proposes to make the terms for acquiring a parcel more attractive than current law. This could also have the 
effect o f increasing the number o f agricultural-use parcels.

The department anticipates needing one full-time equivalent attorney position to handle the increased workload 
that would result fo r SB 109 . The full-time equivalent cost estimate is based on the department's standard 
attorney cost schedule ($ 1 2 7 ,0 0 0 ) and includes clerical support, communications, space, supplies, data 
processing and other normal overhead expenses. Case specific costs and one-time equipment purchases are 
not included in the rate, and so are added separately (direct case costs, $ 5 ,0 0 0 ; one-time equipment 
purchases, $ 6 ,5 0 0 ) .
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FISCAL NOTE rw
S T A T E  O F  A L A S K A

1997 L E G I S L A T I V E  S E S S I O N

R e v is io n  D a te  
Tit le: 
p u r p o s e s

B ill V e rs io n : /e<7 ( f t aj~)
( S )  P u b li s h  D a te :

D ep t .  A f f e c t e d : . ______________D epa r tm en t  o f  L aw_________

S p o n s o r :
R e q u e s t e r :

" A n  A c t  re la t in g  t o  land  u s e d  fo r  a g r ic u l tu r a l  
a n n u l l in g  c e r t a i n  p r o g r a m  r e g u l a t i o n s  . . .

Civil D iv is io n3 R U :  ___________________________
C o m p o n e n t :  G e n e r a l  Lega l  S e r v i c e s

S e n a t o r  G r e e n
S e n a t e  F in a n c e  C o m m i t t e e

Expenditu res/Revenues
C O M P O N E N T  SE R IA L  N O . 

(Thousands o f D o lla rs )
2 0 8 7

OPER A TIN G  EX PE N D ITU R ES FY 9 8 FY 9 9 FY 0 0 FY 0 1 FY 0 2 FY 0 3
P E R S O N A L  SE R V IC E S
TRAVEL
C O N T R A C T U A L
SU PPLIES
E QUIPM ENT
LAND & S T R U C T U R E S
G R A N T S ,  C L A IM S
M ISC EL L A N E O U S

1 0 7 . 5 1 0 7 . 5 1 0 7 . 5 1 0 7 . 5 1 0 7 . 5 1 0 7 . 5
2 . 9 2 . 9 2 . 9 2 . 9 2 . 9 2 . 9

1 9 . 5 1 9 . 5 1 9 . 5 1 9 . 5 1 9 . 5 1 9 . 5
2 .1 2 .1 2 .1 2 .1 2.1 2 .1
6 . 5 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

T O T A L  O PER A TIN G 1 3 8 . 5 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0

C A P ITA L  E X PEND ITU R ES

I C H A N G E  IN R E V E N U E S ( )

F U N D  SO U R C E ( T h o u s a n d s  o f  D o l la rs )
1 0 0 2  F e d e ra l  R e c e i p t s
1 0 0 3  G F  M a t c h
1 0 0 4  G F
1 0 0 5  G F /P r o g r a m  R e c e ip t s
1 0 0 6  G F /M H T IA  
O t h e r

1 3 8 . 5 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0

T O T A L 1 3 8 . 5 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (F Y 9 7 )  c o s t :  S 0.0

FULL-TIME 1 . 0 1 . 0 1 .0 1 . 0 1 .0 1 . 0
PA RT-TIM E
T E M PO R A R Y

A N A L Y S IS :  ( A t t a c h  a  s e p a r a t e  p a g e  if n e c e s s a r y )

CSSB 109 (FIN) requires the Department o f Natural Resources to make conveyances o f land used for agricultural 
purposes.

The bill would increase the burden on the state to enforce covenants requiring that grantees under CSSB 109  
(FIN) use conveyed parcels only for agricultural purposes. Under existing law, the state conveys only 
agricultural rights in land, while retaining the underlying fee title, subject to a reversionary interest triggered if 
the grantee uses the land for non-agricultural purposes. The state can enforce its rights through an 
administrative prc eeding to terminate the grantee's rights, with the grantee having the right to judicial review.

CSSB 109 (FIN) would require the state bring a civil action in state court to enforce the agriculture-only 
covenants. Under the bill, the state would no longer retain a reversionary interest in the land, and its remedies 
would be restricted to damages or injunctive relief fo r specific performance. Because the state would have 
significantly less leverage in terms of its remedies, the potential for litigation would increase. In addition,________

A d d - * -
arv ic t is  D iv i s io n

P r e p a r e d  by :  
D iv is ion :

J o a n  M. K a s s o n  
A d m i n i s t r a t i v e  S e r v i c

A p p r o v e d  by  C o m m is s i o n e r :  
A g e n c y :  __________

T 7 B r u c e  M, ^ t e l h ^ A n o m e ^ G e n ^ r

P h o n e :
D a te :

D a te :

4 6 5 - 5 3 7 0
4/3/97
4 / 3 / 9 7

D e p a r t m e n t  o f  L aw
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F I S C A L  N O T E

R e v is io n  D a t e : __________________________________________________
T it le :  "A n  A c t  re la t in g  t o  l an d  u s e d  for  ag r ic u l tu ra l
p u r p o s e s  . . . an n u ll in g  c e r t a i n  p r o g r a m  re g u la t i o n s  . . .___________

S T A T E  O F  A L A S K A

1997 L E G I S L A T I V E  S E S S I O N

B I L L  N O .  C S S B  1 0 9 | ( F IN )

D e p t .  A f f e c t e d : . 
"BRU:

D e p a r t m e n t  o f  L aw
Civil D ivision

C o m p o n e n t :  G e n e ra l  Legal S e rv ic e s
S p o n s o r :
R e q u e s t e r :

S e n a t o r  G r e e n
S e n a t e  F in a n c e  C o m m i t t e e

Expenditures/Revenues
C O M P O N E N T  SERIAL NO . 

(Thousands o f Do lla rs)
2 0 8 7

OPERA TIN G EXPENDITURES FY 9 8 FY 9 9 FY 0 0 FY 0 1 FY 0 2 FY 0 3
PE R S O N A L  SERVICES
TRAVEL
C O N T R A C T U A L
SU PPLIES
EQUIPM ENT
LAND & ST R U C T U R E S
G R A N T S ,  CLAIM S
M ISC ELLANEOU S

1 0 7 . 5 1 0 7 . 5 1 0 7 . 5 1 0 7 . 5 1 0 7 . 5 1 0 7 . 5
2 . 9 2 . 9 2 . 9 2 . 9 2 . 9 2 . 9

1 9 . 5 1 9 . 5 1 9 . 5 1 9 . 5 1 9 . 5 1 9 . 5
2 .1 2 .1 2 .1 2 .1 2 .1 2 .1
6 . 5 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

T O T A L  OPERATING 1 3 8 . 5 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0

C APITA L EXPENDITURES

| C H A N G E  IN REVENUES ( )

FU N D  SO U R C E ( T h o u s a n d s  o f  Dollars)
1 0 0 2  F e d e ra l  R e c e ip t s
1 0 0 3  G F  M a t c h
1 0 0 4  GF 1 3 8 . 5 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0
1 0 0 5  G F /P r o g r a m  R e c e ip t s
1 0 0 6  G F/M HTIA
O t h e r
T O T A L 1 3 8 . 5 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0 1 3 2 . 0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (F Y 9 7 )  c o s t : 0 . 0

P O S IT IO N S
FULL-TIME 1 . 0 1 . 0 1 .0 1 .0 1 .0 1 .0
PA RT-TIM E
T EM PO R A R Y

A N A L Y S IS :  ( A t t a c h  a s e p a r a t e  p a g e  if n e c e s s a r y )

CSSB 109 (FIN) requires the Department o f Natural Resources to make conveyances o f land used for agricultural 
purposes.

The bill would increase the burden on the state to enforce covenants requiring that grantees under CSSB 109 
(FIN) use conveyed parcels only for agricultural purposes. Under existing law, the state conveys only 
agricultural rights in land, while retaining the underlying fee title, subject to a reversionary interest triggered if 
the grantee uses the land for non-agricultural purposes. The state can enforce its rights through an 
administrative proceeding to terminate the grantee's rights, with tl e grantee having the right to judicial review.

CSSB 109 (FIN) would require the state bring a civil action in state court to en.orce the agriculture-only 
covenants. Under the bill, the state would no longer retain a reversionary interest in the land, and its remedies 
would be restricted to damages or injunctive relief for specific performance. Because the state would have 
significantly less leverage in terpng o f jt s  remedies, the potential fo r litigation would increase. In addition,

P r e p a r e d  b y :  J o a n  M. K a s s o n  j jV
D ivision :

A p p r o v e d  by  C o m m is s io n e r :  
A g e n c y :  _________ D e p a r t m e n t  o f  Law
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Expenditures/Revenues
O PER A TIN G  E X PE N D ITU R ES

P E R S O N A L  SE R V IC E S
T R A V EL
C O N T R A C T U A L
SU PPLIE S
E Q U IPM E N T
LAND & S T R U C T U R E S
G R A N T S ,  C L A IM S
M IS C EL L A N E O U S
T O T A L  O PER A TIN G

F I S C A L  N O T E  n ,
S T A T E  O F  A L A S K A

1997 L E G I S L A T I V E  S E S S I O N

R e v is io n  D a te :  
T it le :  
p u r p o s e s  
S p o n s o r :  
R e q u e s t e r : S e n a t e  F in a n c e  C o m m i t t e e

Bill Version: B  log ( f i ai)
(S) Publish Date: u  -#-97

D e p t .  A f f e c t e d : . _____________ D e p a r t m e n t  of L a w _________
" A n  A c t  re la t in g  t o  l an d  u s e d  f o r  a g r ic u l tu ra l

. . a n n u l l in g  c e r t a i n  p r o g r a m  r e g u l a t i o n s  . . .____________
S e n a t o r  G r e e n  _________

BRU:
C o m p o n e n t :

Civil D iv is ion
G e n e r a l  Legal S e r v i c e s

C O M P O N E N T  SERIAL NO. 2 0 8 7

1 0 0 2  F e d e ra l  R e c e i p t s
1 0 0 3  G F  M a t c h
1 0 0 4  GF
1 0 0 5  G F /P r o g r a m  R e c e i p t s
1 0 0 6  G F /M H T IA
O t h e r _________________________
T O T A L  _____________

(Thousands o f D o lla rs )

C A P IT A L  EX PE N D ITU R ES

C H A N G E  IN R E V E N U E S (

FU N D  S O U R C E ( T h o u s a n d s  o f  D ollars )

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  (F Y 9 7 )  c o s t :  $ 0 . 0

P O S IT IO N S
FULL-TIME 1 . 0 1 . 0 1 .0 1 .0 1 .0 1 .0
PA R T-T IM E
T E M PO R A R Y

A N A L Y S IS :  ( A t t a c h  a s e p a r a t e  p a g e  if n e c e s s a r y )

CSSB 109 (FIN) requires the Department o f Natural Resources to make conveyances o f land used for agricultural 
purposes.

The bill would increase the burden on the state to enforce covenants requiring that grantees under CSSB 1 0 9  

(FIN) use conveyed parcels only for agricultural purposes. Under existing law, the state conveys only 
agricultural rights in land, while retaining the underlying fee title, subject to a reversionary interest triggered if 
the grantee uses the land for non-agricultural purposes. The stats can enforce its rights through an 
administrative proceeding to terminate the grantee's rights, with the grantee having the right to judicial review.

CSSB 1 0 9  (FIN) would require the state bring a civil action in state court to enforce the agriculture-only 
covenants. Under the bill, the state would no longer retain a reversionary interest in the land, and its remedies 
would be restricted to damages or injunctive relief for specific performance. Because the state would have 
significantly less leverage in terms o f ifs remedies, the potential fo r litigation would increase. In addition.______
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