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A S S O C I A T I O N  O F  A L A S K A  S C H O O L  B O A R D S

Advocates for Alaska's Youth

IN SUPPORT OF HB 129

COLLECTIVE BARGAINING 
FOR PRINCIPALS

T h e  A s s o c i a t i o n  o f  A l a s k a  S c h o o l  B o a r d s  s u p p o r t s  H o u s e  B i l l  129, 
w h i c h  e x e m p t s  p r i n c i p a l s  f r o m  c o l l e c t i v e  b a r g a i n i n g  u n d e r  t h e  
P u b l i c  E m p l o y e e  R e l a t i o n s  A c t  a s  C l a s s  ( a ) (3) e m p l o y e e s  w i t h  t h e  

u n l i m i t e d  r i g h t  to s t r i k e .

T h i s  b i l l  h e l p s  c l a r i f y  t h a t  as e d u c a t i o n a l  l e a d e r s ,  p r i n c i p a l s  
a r e  p a r t  o f  t h e  m a n a g e m e n t  team. S c h o o l  b o a r d s  d o  n o t  b e l i e v e  it 

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

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

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

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

m o r e  m e a n i n g f u l  w a y .  G o o d  p o l i c y  is d e s i g n e d  f r o m  d i v e r s e  
v i e w p o i n t s .  L e t ' s  g i v e  p r i n c i p a l s  o n e  m o r e  r e a s o n  to t h i n k  o u t s i d e  
the box, to d o  w h a t e v e r  it t a k e s  to h e l p  i m p r o v e  s t u d e n t  
p e r f o r m a n c e  i n  t h e  l e a s t  r e s t r i c t i v e  e n v i r o n m e n t .

316 West I llh Street, Juneciu, Aloska V9B0I-I510 • Tel. (907) 586-1083 • Fox (907) 586-2995 • e-mail: aasDis’Dtlalaska.net



M a t a n u s k a - S u s i t n a  B o r o u g h  
S c h o o l  D i s t r i c t

Dr. Robeit A. Lehman, Superintendent

“D eveloping Productive C itizens 
in  an  E ver-C hanging  W o rld ”

TO: Representative Scott Ogan
FROM: Dr. Robert A. Lehman, SuperintemmM &
DATE: March 24, 1999
SUBJECT: Testimony Regarding House Bill 129

T hank  y o u  for this opportunity  to testify on House B ill 129. I am  sorry that due to  a prior 

com m itm ent, I am  unable to deliver m y com m ents in person. I  appreciate R epresentative O gan reading th is 

into the reco rd  on  m y behalf. I w ould like to  recognize Scott O gan fo r the foresight and aw areness that led  to  

his in troduction  o f  this b ill, w hich w ould elim inate the unionization o f  school principals.

T o  be candid , w hen I first review ed this legislation 1 had  m ixed feelings about it. This b ill p roposes a 

change in the w ay that w e do business as educators. As both an experienced superin tendent and trainer o f  

school adm inistrators, I fe lt an obligation to consider how  this legislation w ould  affect the ch ildren  o f  A laska. 

Several hours o f contem plating  this and discussing it with colleagues failed to  generate one single reason that 

the unionization  o f  principals in any w ay enhances student achievem ent.

In o rd e r to  validate m y findings, I surveyed professional research on principal unionization. I found 

that the e lim ination  o f  principal unions and tenure is a national issue. W ithin the past few years several states, 

including G eorg ia. M assachusetts, N orth C arolina, W isconsin and O regon have elim inated the unionization  o f  

school leaders. N ew  Y ork, N ew  Jersey and Pennsylvania arc m oving in this direction, is it co incidenta l that 

these are som e o f  the sam e states that have m ade the m ost progress in m oving tow ard  standards based  

instruction and  accountability? A ccording to  the National A ssociation o f  Secondary School Principals, on ly  in 

16 states, .Alaska included, do principals receive tenure o r equivalen t rights to a  continuing contract.

W h y  is the concept o f  collective bargaining for principals on the endangered species list? T here  are 

several reasons to elim inate unionization at this level.



T he first has to  do  w ith  the core o f  the principal’s job . Let's m ake no hones about the fact that schools 

fail p rim arily  because o f  poor teaching. T extbooks m ay be outdated  or in short supply, teachers m ay be 

underpaid , c lasses m ay be too large and parents m ay even  be neglectful, but new  books, a ffluen t teachers, 

sm aller c lasses and  attentive parents alone do  no t insure student learning. W e seem  to have lost sight o f  the 

m ain reason  fo r p rincipals. They exist not to  m uintain the status quo, but rather to  lead the developm ent o f  an 

effective learn ing  re la tionsh ip  betw een teachers and  students. P rincipals m ust be em pow ered  to  produce 

results in this realm  and  then be held accountable for those results.

A nother reason that principals should be released from  the constraints o f  unions has to do  w ith  the 

am ount o f  au tho rity  delegated  to them. T hey  should have a g reat deal o f  authority. T hey need  the freedom  to 

organize th e ir schools in a w ay that m akes the best use  o f  availab le resources for students. It is up  to us as 

superin tendents to  foster the grow th o f principals and to  determ ine how  m uch pow er to delegate to each  at any 

given tim e. P rincipals w ill end up w ith real authority  and respect from  the staff and com m unity  i f  they  earn  it 

through their actions. T hey  cannot co ^  m and  it based  on  a union agreem ent, w hich by its nature has a ceiling  

defined  by  the  lim itations o f  the least qualified m em bers. R ather than bargain collectively, they should actively 

be set free to com pete to  the ultim ate benefit o f excellence in  schooling.

A dditionally , m ost d istricts em ploy a m anagem ent team  operation. This provides a  structure for 

adm inistrators to  participate in m anagem ent planning under the leadership n f the superintendent. The 

elim ination  o f  unions w ill allow principals to be included in the team  and to help shape the form ulation o f 

policy .

E ducational policy  has to  do with the specific th ings that m ake quality education happen. School 

boards set po licy  in term s o f  goals and purposes. T hey  approve specific policies draw n by  the adm inistrative 

team . In this process, the first hand  experience and perspective o f  principals is essential to the m aking  o f  

sound  policies. G ood  policy is designed  from  diverse v iew poin ts, independent th inking, and objectivity . It 

also considers the m inority  v iew point. U nions foster sing le  points o f  view.

The m ost com pelling  reason that principals should stay  ou t o f  unions is the fact that principals arc 

m anagem ent. S uccess should  be m easured based on  how  w ell the jo b  is done in com parison  to others in 

s im ila r ro les.



W e w ant principals to  continue to have a great in fluence on school system s in A laska. W e n eed  to  

em pow er principals w ho unasham edly  do the jo b  better th an  anyb o d y  else and w ho w ant a rew ard  system  

based  on perform ance. T hese things arc the bane and peril o f  un ions. T hey  also have little a ttraction  for 

principals w h o  are in terested  only in keeping the lid on and  avoiding change.

T he passage o f this bill w ill be a  landm ark in your efforts to  stop the decline o f  our system  and  enable 

us to  im prove the quality  o f  instruction. A s Sitting Bull said , "It is tim e to pu t ou r m inds together and  see 

w hat w e can  do fo r our children ." T he children o f A laska deserve no less.

cc: C arl Rose. E xecutive D irector, A ssociation o f A laska School B oards
D arroll H argraves, Executive D irector, A laska C ouncil o f  School A dm inistrators
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H O U S E  C O M M I T T E E  R E P O R T

(7)
Date Referred to Committee: Marcli 19, 1999 F U R T H E R  R E F E R R A L S : Finance

D ate o f C om m ittee  A ction : ~ /| ^6 f  ̂  __
T he H E A L T H . E D U C A T IO N  AND S O C IA L  S E R V IC E S  C om m ittee considered : H B  142

H O U SE B IL L  N O . 142 E D U C A T IO N  C R E D IT  F O R  F IS H E R Y  TA XES

"A n A ct re la tin g  to  th e  education  c red it fo r  the  fisheries business tax  an d  the  fisheries  re so u rc e  lan d in g  tax ; and 
p rov id ing  fo r an  effective d a te ."

recommends it be replaced
with the following committee substitute

[ ] additional referral to _________________

attached amendment(s)

A D O P T S ; _______________________________

Committee

A T T A C H E S  N E W  F I S C A L  NOTE(s): 

|\JJiscal note(s) 1 /ViV.t H- a m  IP

Letter of Intent

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

[ ] fiscal notc(s) __________

[ ] the same title 

I ] a n e w  title

(Dqx/D»i«)

-W’/ T 'zero fiscal note(s) D O f^
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A M E N D M E N T

O F F E R E D  IN  T H E  H O U S E  B Y  R E P R E S E N T A T IV E  D A V IS

T O : H B  142

1 P age  1, lin e  10, fo llo w in g  " a s so c ia tio n " :

2  Inser, "tl.nt k rrrngnizeH 1» Hie Council for Higher Education Accredit-tHon"
3 P ag e  2, lin e  12, fo llo w in g  " a s so c ia tio n " :

4  In se r t is re rn p n iz e .1  h v  th e  C o u n c il  fo r  H ip h e r  E d u c a t io n  A c c r e d i t a t io n ’



Sectional S u m m a r y  of H B  1 4 2

"An act relating to the education credit for the fisheries business tax and 
the fisheries resource landing tax."

Section 1 of the bill amends AS 43.75.018(a) by providing that certain 
contributions to certain public Alaska postsecondary educational or vocational 
institutions are allowed as credits against the fisheries business tax.

Sections 2 of the bill amends AS 43.75.018(c) to provide that each public 
postsecondary educational and vocational institution receiving contributions 
subject to AS 43.075.018 must include information on the contributions received 
and how the contributions were used in its annul operating budget request.

Section 3 of the bill amends AS 43.77.045(a) by providing that certain 
contributions to certain public Alaska postsecondary educational or vocational 
institutions are allowed as credits against the fisheries resource landing tax.

Section 4 of the bill amends AS 43.77.045(b) to provide that each public 
postsecondary educational and vocational institution receiving contributions 
subject to AS 43.77.045 must include information on the contributions received 
and how the contributions were used in its annual operating budget request.

Section 5 of the bill provides that this bill will take effect immediately under 
AS 01.10.070(c).

SECTIONAL ANALYSIS



Sec. 43.75.018. Fisheries business education credit.

(a) For cash contributions accepted for direct instruction, research, and 

educational support purposes, including library and m u s e u m  acquisitions and 

contributions to endowment, by an Alaska university foundation or by a nonprofit, public 

or private, Alaska two-year or four-year college accredited by a regional accreditation 

association, a person engaged in a fisheries business is allowed as a credit against the tax 

due under this chapter

(1) 50 percent of contributions of not more than $100,000; and

(2) 100 percent of the next $100,000 of contributions.

(b) [Repealed, Sec. 12 ch 71 S L A  1991].

(c) Each public college and university shall include in its annual operating budget 

request contributions received and h o w  the contributions were used.

(d) A  contribution claimed as a credit under this section m a y  not

(1) be claimed as a credit under another provision of this title; and

(2) when combined with credits taken during the taxpayer's tax year under A S

21.89.070, A S  43.20.014, A S  43.55.019, A S  43.56.018, A S  43.65.018, or A S  43.77.045, 

exceed $150,000.

History -

(Sec. 7 ch 58 S L A  1987; a m  Sec. 53 ch 21 S L A  1991; a m  Sec. 10 - 12 ch 71 S L A  1991; 

a m  Sec. 8 ch 21 S L A  1994; a m  Sec. 21 ch 126 S L A  1994; a m  Sec. 20 ch 81 S L A  1996) 

Revisors Notes -

In 1991, to harmonize the amendments made by chs. 21 and 71, S L A  1991, the 

words "by an Alaska" were inserted before "university foundation" in (a) of this section. 

Cross References -

For statement of legislative purpose in connection with the enactment of this 

section, see Sec. 1, ch. 58, S L A  1987 in the Temporary and Special Acts.

For legislative findings, intent, and purpose relating to the amendment of 

subsection (d) by ch. 81, S L A  1996, see Sec. 1, ch. 81, S L A  1996 in the Temporary and 

Special Acts.

A m e n d m e n t  Notes -

The first 1991 amendment, effective June 11, 1991, in subsection (a), added "or 

university foundation" to the end of the first sentence.

The second 1991 amendment, effective January 1, 1992, rewrote subsection (a), 

repealed subsection (b), and added subsection (d).

The first 1994 amendment, effective M a y  6, 1994, inserted a section reference in 

paragraph (d)(2).

The second 1994 amendment, effective July 1, 1994, deleted the former first 

sentence in subsection (c), relating to the annual departmental report on the credits taken 

under this section.

The 1996 amendment, effective June 21, 1996, in paragraph (d)(2), inserted a 

section reference and made related stylistic changes.

Editors Notes -

Section 9, ch. 21, S L A  1994 makes the 1994 amendment to (d) of this section 

retroactive to January 1, 1994.

Section 29, ch. 81, S L A  1996 makes the 1996 amendment of subsection (d) 

retroactive to January 1, 1994.

Affected Statutes/ Regulations



Sec. 43.77.045. Fisheries resource landing tax education credit.

(a) In ad d itio n  to  the c red it a llow ed  u n d er A S 4 3 .7 7 .0 4 0 , fo r cash  co n trib u tio n s  
ac c e p te d  fo r  d irec t in s tru c tio n , research , and  ed u ca tio n a l su p p o rt p u rp o se s, in c lu d in g  
lib ra ry  an d  m u seu m  acq u is itio n s  and co n trib u tio n s  to  en d o w m en t, by  an  A lask a  
u n iv e rs ity  fo u n d a tio n  o r by a  n o n p ro fit, p u b lic  o r  p riv a te , A la sk a  tw o- y ea r o r  fo u r-y ea r 
c o lle g e  ac c re d ite d  by  a  reg io n a l accred ita tio n  asso c ia tio n , a  p e rso n  en g ag ed  in a flo a tin g  
f ish e r ie s  b u s in e ss  is a llo w ed  as a c red it ag a in s t the tax  d u e  u n d e r th is c h a p te r

(1) 5 0  p e rcen t o f  c o n trib u tio n s  o f  n o t m o re  than  $ 1 0 0 ,0 0 0 ; and
(2) 100 p e rcen t o f  the n ex t $ 1 0 0 ,0 0 0  o f  co n trib u tio n s .
(b) E ach  p u b lic  co lleg e  and  u n iv e rs ity  shall in c lu d e  in its  annual o p e ra tin g  b u d g e t 

reqU' st co n trib u tio n s  rece iv ed  and  how  the co n trib u tio n s  w ere  used .
(c) A  co n trib u tio n  c la im ed  as a  c red it u n d e r th is sec tio n  m ay  n o t
(O  be c la im ed  as a  c red it u n d e r an o th er p ro v is io n  o f  th is  title; and
(2) w hen  co m b in ed  w ith  c red its  taken  d u rin g  the  tax p ay e r 's  tax y ea r u n d e r A S

2 1 .8 9 .0 7 0 , A S  4 3 .2 0 .0 1 4 , A S 4 3 .5 5 .0 1 9 , A S  4 3 .5 6 .0 1 8 , A S 4 3 .6 5 .0 1 8 , o r  A S 4 3 .7 5 .0 1 8 , 
e x c e e d  $ 1 5 0 ,0 0 0 .
History -

(S ec . 23  ch  81 S L A  1996)
Cross References -

F o r  leg is la tiv e  fin d in g s, in ten t, and  p u rp o se  re la tin g  to  the  en ac tm en t o f  th is  
sec tio n  by  ch . 81, S L A  1996, see  Sec. 1, ch . 81 , S L A  1996 in th e  T em p o ra ry  and  
S p ec ia l A c ts .
Effective Date Notes -

S ec tio n  30 , ch. 81 , S L A  1996 m akes th is sec tio n  e ffec tiv e  Ju n e  21 , 1996, in 
a c c o rd a n c e  w ith  A S 0 1 .10.070(c).
Editors Notes -

S ec tio n  29 , ch . 81 , S L A  1996 m ak es th e  1996 en a c tm en t o f  th is sec tion  
re tro a c tiv e  to  Jan u a ry  1, 1994.
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Estimate o f current year (FY99) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page il necessary)
** se e  attached  analysis

Prepared by 

Division 
Approved by 
Commissioner 

Agency

Phone 465-3682

Department of Revenue

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
For further distribution inlormalion, call the Governor's Legislative Office
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Income and 

Wilson L. Condon

Dale/Time April 6, 1999 

Date April 6.1999
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A L A S K A  D E P A R T M E N T  O F  R E V E N U E

Income and Excise Audit Division

E d u c a tio n  C red it fo r  F ishery  T ax es  
H B  124
April 6 , 1999 ;
P ag e  2  o f 3

B IL L  A NALYSIS
S e c tio n  1 b ro ad en s qualifica tions fo r c red its  ag a in st th e  fisheries b usiness ta x  (A S  4 3 .7 5 .0 1 8 ) to  
in c lu d e  co n trib u tio n s  m ade to  public  nationally  accred ited  A laska p o s tseco n d a ry  ed u ca tio n a l o r  
v o ca tio n a l in stitu tio n s. C urren tly , only  co n trib u tio n s m ad e  to  reg ionally  accred ited  u n iv ers ities  o r  
co lleg e s  qualify.

S e c tio n  2 d irec ts  p o s tseco n d a ry  educational o r  vo ca tio n a l in stitu tions to  in c lu d e  th e  a m o u n t o f  
co n trib u tio n s  received  u n d er sec tio n  1, and h o w  they  w e re  used , in th e ir  annual o p e ra tin g  b u d g et 
req u est.

S e c tio n  3  b ro ad en s  qualifica tions fo r cred its  aga inst th e  fisheries re so u rce  land ing  tax  (A S  
4 3 .7 7 .0 4 5 )  to  include co n trib u tio n s m ade to  public nationally  accred ited  A lask a  p o s tseco n d a ry  
ed u ca tio n a l o r  vo ca tio n a l institu tions. C urren tly , only co n trib u tio n s  m ad e  to  reg ionally  acc red ited  
un iv ers itie s  o r  co lleges qualify.

S e c tio n  4 d irec ts  p o s tseco n d a ry  educational o r  vo ca tio n a l in stitu tions to  include th e  am o u n t o f  
co n trib u tio n s  rece iv ed  u n d er sec tio n  2, and h o w  they  w e re  used , in th e ir  annual o p e ra tin g  b u d g et 
req u es t.

S e c tio n  5 p ro v id es  fo r  an  im m edia te  effective date.

O P E R A T I N G  E X P E N D I T U R E S

T h e  D e p a rtm en t o f  R ev en u e  d o es  not an tic ip a te  additional c o s ts  fo r adm in iste ring  th e  p rov isions 
o f  th is  bill.

R E V E N U E

T h e  a ttach ed  analysis d iscusses possib le  rev en u e  red u c tio n s  from  c red its  tak en  u n d er th is bill. 

IS S U E S  O F  C O N C E R N

T h e  n u m b er o f  in s titu tio n s  th a t w ou ld  qualify  d epends on  h o w  “ public” and  “ nationally  
a c c re d ite d ” a re  defined .

BILL ANALYSIS

H B  142



/

Education Credit for Fishery Taxes 
HB 142 
April 6, 1999 
Page 3 of 3

A l a s k a  D e p a r t m e n t  o f  R e v e n u e

I n c o m e  a n d  Excise Audit Division

Analysis of SB 241

FY 96-98 FY 96-98
ALL TAX FISHERIES PERC.

TYPES TAXES Total
Credits Claimed* $7,218,379 $397,104 5.5%
Contributions* $10,162,356 $574,206 5.7%
Number of Taxpayers 55 8 14.5%

* Maxim um qua lify ing contribu tion pe r taxpayer is $200,000, maxim um credit is $150,000 (first $100,000

contribution is 50% cred it; next $100,000 is 100% credit)

Current Credit Program 
Regionally accredited institutions in Alaska 

University of Alaska 
Alaska Pacific University 
Sheldon Jackson College

Amended Credit Program  would add  the following institution:
Nationally accredited public institutions in Alaska 

Alaska Vocational Technical Center

This analysis assumes that "public" does not include religiously affiliated or for-profit 
schools and'Yiationally accredited" refers to "accredited by a national accreditation 
association recognized by the Secretary of Education of the U.S. Dept, of Education."

Revenue Loss
Although it is impossible to know how adding AVTEC to the list of qualifying institutions 
will affect the amount of education credits, AVTEC’s emphasis on "market driven educatic 
in response to the needs of Alaska business and industry"* could translate into a doublinc 
of current qualifying fish tax contributions. Currently, contributions that qualify for credits 
under the fisheries business and fishery resource landing tax are approximately $200,00C 
year.

* Quote from m e s s a g e  on A V T E C ’s w e b  site from Director Fred W. Esposito.

hb 142 4/6/99



STATE OF ALASKA
TONY KNOWLES. GOVERNOR

DEPARTMENT OF EDUCATION
A L A S K A  V O C A T IO N A L  T EC H N IC A L  C EN TER

P.O. Box 8 8 9  • 8 0 9  S econd  A ve . • S ew ard , A laska  9 9 6 6 4  
Phone: (9 0 7 ) 2 2 4 -3 3 2 2  Fax: (9 0 7 ) 2 2 4 -3 3 8 0

HeC

F e b ru a ry  16, 1999

R e p re se n ta tiv e  G ary  D av is  
S ta te  C ap ita l 
R o o m  513
Ju n ea u , A la sk a  99801 

D e a r  R e p re se n ta tiv e  D avis:

In  th e  last tw o  y ea rs  A V T E C  has re tu rned  $ 1 4 0 ,0 0 0 .0 0  d o n a ted  fo r tra in in g  p u rp o se s  by 
Y u k o n  D e lta  F ish e rie s  D ev e lo p m en t A sso c ia tio n  and th e ir  p a rtn e r, G o ld en  A ge F ish e rie s  
T h e  fu n d s  w e re  d o n a ted  as a result o f  th e  F ish e ries  R eso u rc e  L a n d in g  T ax  C red it s ta tu te .

T h e  A la sk a  D e p a rtm e n t o f  R ev en u e  has d isq u a lified  th e  d o n a tio n s  b ased  o n  th e  w o rd in g  
o f  A S 4 3 .7 7 .0 4 5  w h ich  s ta te s  tha t th e  in stitu tion  re ce iv in g  th e  d o n a tio n  m u st be  “a  n o n ­
p ro fit, p u b lic  o r  p rivate , A laska tw o -y ea r o r  i'cu r-year c o lle g e  ac c re d ite d  by  a reg io n a l 
a c c re d ita tio n  a s so c ia tio n ” .

A V T E C  h as  n a tio n a l ra th e r th an  reg ional a cc red ita tio n  and  is no t a tw o -y e a r  o r  fo u r-y ea r 
co lleg e . T h e  p ro b lem  co u ld  be so lved  by am en d in g  sec. 4 3 .7 7 .0 4 5  to  read  “ a  n o n -p ro fit, 
p u b lic  o r  p riv a te , A lask a  tw o -y e a r o r  fo u r-y ear co lleg e  (o r  a p u b lic  p o s tse c o n d a ry  
in s titu tio n  ac c re d ite d  by  a reg ional o r  national a c c re d ita tio n  a sso c ia tio n )  a c c re d ite d  by a 
reg io n a l a c c re d ita tio n  asso c ia tio n  ” T he sec tion  in p a re n th e se s  b e in g  ad d ed  and  th e  
u n d e rlin e d  p a rt de le ted .

Y o u r  a s s is ta n c e  in c o n e c tin g  th is o v e rs ig h t w ould  be  g re a tly  a p p rec ia te d . S h o u ld  you  
need  fu r th e r ex p lan a tio n  p lease  d o n ’t hesita te  to  call. T h an k  you .

S incerely .

F red  E sp o s ito  
D ire c to r, A V T E C

'T T P rt'tr

cc: B e th  L ap e
S pecial A ssis tan t, D O E

A V T E C  S ta tew id e  A d v iso ry  
B o ard  M em b ers

Additional Information



A l a s k a  S t a t e  L e g i s l a t u r e

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

HOUSE BILL 142 
SPONSOR STATEMENT

“An act relating to the education credit for the fisheries business tax and
the fisheries resource landing tax; and providing for an effective date."

Under Alaska statutes, some fisheries businesses may receive a tax credit 
by making cash contributions to educational institutions. Floating fisheries 
businesses receive the credit against the fisheries resource landing tax and 
processors receive the tax credit against the fisheries business tax. These cash 
contributions benefit both the recipients and donors. The recipients benefit from 
additional monies for education—especially important in these times of declining 
revenue dollars. Donors benefit because they can target organizations that are 
vital to their operations and receive a tax credit. The contributions are applied as 
a credit against the tax due.

Currently only regionally accredited, two-year or four-year, public or 
private, institutions can receive these cash contributions. HB 142 proposes 
am endm ents to AS 43.77.045 the fisheries resource landing tax education credit 
and AS 43.75.018 the fisheries business education credit. The bill extends the 
ability to receive donations to nationally or regionally accredited vocational 
institutions such as AVTEC. The Alaska Department of Revenue disqualified 
$140,000 in donations to AVTEC in the past two years because of the wording in 
the current statute. This bill would remedy this problem and allow for additional 
revenue sources for postsecondary institutions.

Session: Slate Capitol, Juneau, AK 99801 • Phone 907/465-2693 or 800/463-2693 • Fax 907/465-3835 
Interim: 1*5 Main St. Lp., Stc. 223, Kcnui, AK 99611 • Phone 907/283-7095 or 907/224-2051 » Fax 907/283-3075

En ta il: Representative Clnrv DavisO le.nis.slate ale us

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





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

1999 L E GISLATIVE SESSION

FISCAL NQ-TE* to

HILL NO. IIB 147

Revision D a te :_______________________________________________ Depanm°nt Affected: Administration_________________________
Title: “An Act relating .0 vulnerable adults...."___________________  BRU: Senior Services___________________________________
______________________________________________________________Component: Protection. Community Services, Administration
Sponsor: Health, Education & Social Services__________________ ___________________________________________________________
Requestor: (H) HES__________________________________________  COMPONENT SERIAL NO. 2083________________________

E xpend itu res/R evenues: (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below___________________

OPERATING EXPENDITURES FY 2000 FY 2001 FY2002 FY 2003 FY 2004 FY 2005
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)
1002 Federal Receipts
1003 GF Matcn
1004 GF
1005 GF/Proqram Receipts 
1037 GF/Mental Health 
OTHER

j

TOTAL 0.0 0.0 0.0 0.0 0 0 0.0

Estim ate of any c u rre n t year (FY 99) cost: $ 

POSITIONS:________________________________
FULL-TIME
PART-TIME
TEMPORARY

- ‘1

A N A L Y S IS : (A tta c h  a sep a ra te  page i f  n ecessary .)
This bill will have no fiscal impact on the Department of Administration.

HB 147 increases the departm ent's legal authority to protect vulnerable adults from liann perpetrated by guardians. attornc\s-in-fact. 
or surrogate decision makers by making changes and additions to AS 47.24.015 (c ), .019 (a), .019 (c ), and .050 (b) The amended 
language in these sections includes the additions o f  the terms "guardians, attomeys-in-fact. or surrogate decision makers” as possible 
perpetrators o f  harm. Additional amended language gives the department clear authority to petition for a "change of guardian.” The 
amended language also gives the department authority to not disclose a report o f harm to "guardians, attomcys-in-fact. or surrogate 
decision m akers" who are alleged perpetrators who arc being investigated as such.

Prepared bv: Dwight Becker
Division: Senior Services

Phone: (907)269-3674 
Date__________________

Approved by Commissioner:
Agency: Departm ent of Administration / Date

PR EPA R ER  TO PROVIDE ALL DISTRIBUTION OORfES TO  GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, coll th e G ove rno r 's  Legislative Office

P a g e  _ J _ of 1



During Interim: (June-Dee.)
119 N. Cushman St.

Suite 2 11 
Fairbanks, AK 99701 

(907) 456-5081 
Fax (907) 456-8245

During Session: (Jan.-May)
State Capitol, Room 416 

Juneau, Alaska 99801-1182 
(907) 465-3719 

Fax (907) 465-3258 
1-877-465-3719

SPONSOR STATEMENT

HB-147

T h e  Jo in t S e n a te /H o u se  L o n g -T erm  C are  T ask  F o rce  p re sen ted  th is  leg isla tio n  to  the 
H o u se  H E S S  C o m m ittee . T h e  C o m m ittee  th en  assig n ed  it to  a  su b -co m m itte e  fo r  rev iew  
an d  re v is io n s . H o u se  B ill 147, “An A ct re la tin g  to  v u ln erab le  ad u lts ,” is b e fo re  us 
today .

C u rre n t law  s ta te s  that th e  D ep artm en t o f  A d m in is tra tio n  m u st te rm in a te  an in v es tig a tio n  
if  th e  su sp ec te d  ab u sed  v u ln erab le  ad u lt req u ests  th em  to d o  so. A d d itio n a lly , an  a lleg ed  
p e rp e tra to r  w h o  is the g u ard ian  o r su rro g a te  m ay  a lso  te rm in a te  the  in v estig a tio n .

W e h av e  a  re sp o n sib ility  to  p ro tec t th o se  sen io rs  w h o  are  n o  lo n g er ab le  to  p ro tec t 
th em se lv es . H o u se  B ill 147 d o es  that by a llo w in g  the  D e p a rtm en t to  co n tin u e  w ith  th e ir 
in v es tig a tio n  if  th ey  h av e  reaso n  to b e liev e  th e  v u ln erab le  ad u lt is in need  o f  p ro tec tio n .

P lease  jo in  m e and  the m em b ers  o f  the su b -c o m m itte e  by o ffe rin g  y o u r su p p o rt fo r th is  
m u ch  n ee d ed  and  very  im p o rtan t leg isla tion . T h an k  you.

Committees:

Health, Education &C Social Services 
Co-Chair

State Affairs 
Vice Chair

Military & Veterans Affairs 
Vice Chair

aiasfci $tatt legislature

District 32 
R e p r e s e n t a t i v e  J o h n  C o g h i l l

E-Mail: ReprcsentativeJohn_Coghill@legis.state.ak.us

mailto:ReprcsentativeJohn_Coghill@legis.state.ak.us




OPERATING EXPENDITURES
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

(Thousands of Dollars)FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GrVProgram Receipts 
1037 GF/Mental Health 
Other (Specify Type)______

TOTAL

F IS C A L  N O T E

Revision Date/Time (Note if correction) _______________________ Dept. Affected Commerce & Economic Development
Title An Act relating to Insurance coverage for treatment BRU Insurance_______________________
of mental Illness and substance abuse______________ _____________ Component Insurance'_______________________
Sponsor Davis________________________________________  _________________________________
Requester ______________________________________________ Component Serial No. 354

Expenditures/Revenues_______________________________ (Thousands of Dollars)____________________
Note: Amounts do not include inflation unless otherwise noted below.

S T A T E  O F  A L A S K A  B I L L  N O .  H B  1 4 9

1 9 9 9  L E G I S L A T I V E  S E S S I O N

Estimate o f any cu rren t year (FY99) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This bill has no fiscal impact on this component.

Division Insurance «

Approved by Commissioner Deborah B. Sedwick^jJ
Aqency Commerce & Economic Development^

Phone 465-2215
Date/Time 4/6/99 2:30 PM 

j o  Date V -  £■<?<?

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For  further distr ibution Information, ca l l  the  G o v e r n o r ' s  Leg is la t ive  Off ice

(Rov 10/08) B9lnform.xli/OMB Page _1 ___ Of  1 _
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UNITED
INSURANCE

P.O B O X  3 3 5 19 

J u n e a u , A l a s k a  9 9 8 0 3  

(907) 789-5208 

Fa x : (907) 7 8 9 - 18 5 6

April 6, 1999

Representative (}ary Davis 
Alaska House o 'Representatives 
Juneau, Alaska 99811
Re: HB 149 - Insurance for Mental Illness
Dear Represenlative Davis:
I have empathy .'or the purpose of this bill, because I have a sister who suffers 
with mental illrn ss. However, this bill mandating health care benefits defeats 
the purpose of Health Care Reform, to lower health care costs and insure more people.
Mandated health care benefits drive up the cost of insurance and increasing the cost of 
insurance result;:; in fewer individuals being insured. I know many self-employed people 
who can not afford major medical insurance at the present time, so with additional 
mandated benef ts, there will be more people who can’t afford it.

Dave Moe



A P R - 0 8 - 1 9 9 9  1 8 : 3 ?

Paul Robinson, P,esidant Oona Keppers, Vice-President Joanne Trefethen, Treasurer Barbara BlackSHear, Secrelary Emily F, Ennis. Execulivo Olractor

805 AIRPORT ROAD, SUITE 1 • FAIRBANKS. ALASKA 99701 • ( 9 0 7 )  4 5 5 - 8 9 0 1 • FAX 4 5 2 - 5 1 7 1

Dear HESS Finance Subcommittee Member:

Please restore the "DD Institutional Prevention" increment to its full funding of 
$965,800, as included in the Governor's budget recommendations. This critical 
funding is needed to assure that DD Community Services can provide the care 
previously available at Harborview Developmental Center, our state's now-dosed 
institution for adults with mental retardation and other developmental disabilities. 
The full funding will also assist in assuring adequate services for disabled children 
and adults living in our communities.

Without full funding, DD organizations cannot begin to solve the current workforce 
crisis facing them. Due to inadequate pay, benefits and training, qualified employees 
are not being recruited and retained by DD organizations to provide direct ca<e 
services. In addition, the turnover rate for employees is exceedingly high, again 
due to factors related to compensation. These workforce problems increasingly 
impact the quality of services.

Although DD programs have been expanded over recent years, all new funds have 
been allocated toward the waitlist. The quality of services that organizations are 
able to offer has diminished as a result of rising costs without increased funding.
The closure of Harborview saw very little savings that were redirected back to DD 
community services. Yet, these community services are the institutional "back-up" 
for the state of Alaska!

Please also remember that the state of Alaska made a promise to families when 
Harborview closed: that their sons and daughters would be just as safe and well 
cared for in their home communities. This assurance was made to the families who 
saw their children leave Harborview and to others who have similar needs. The DD 
community organizations are trying hard to keep that promise.

With full funding, we can prevent the further erosion of DD Community Services, 
especially in our critical workforce, and strive to keep the promise of well-being in 
our communities. Thank you for your consideration of the full funding of $965,800 
for DD Institutional Prevention.

Emily F. Ennis 
Executive Director

Employment Services • Residential Services • Family Services • Respite Care Services • Senior Services
A United Way Agency

T O T A L  P . 0 2



Sent By: HP LaserJet 3100; 19078353512; Apr-6-99 5:11; Page 1

PO Box 2017 
Valdez, AK 99686 
(907) 835-3274

April 6, 1999
Dear Rep. Fred Dyson
T am a provider to people who experience mental and physical challenges. I have 
worked in this field for over 30 years. I strongly feel that by cutting funds to any 
program that helps people who experience mental and physical challenges will have a 
wide variety of repercussions. All I ask is for you to look very closely at what you do 
today how it will effect people tomorrow. A laska worked hard at making Alaska 
institutional free, I would hope that you would not jeopardize their well being for a 
dollar.

Eva Dunning L 
Executive Director



A l a s k a  S t a t e  L e g i s l a t u r e

R e p r e s e n t a t iv e  G a r y  D a v is

H O U S E  BI LL  1 4 9  
SPONSOR STATEMENT

"An Act re lating to insurance coverage for treatm ent of mental illness and substance  abuse ; repealing provisions 
of ch. 8, SLA 1997, that term inates requ ired mental health benefit coverage; and providing for an effective date"

Last year the legislature established a task force to look into the issue of equality between insurance 
coverage of mental health compared to that of physical health. House Bill 149 contains the 
recommendations approved by the majority of the task force membership.

This legislation requires businesses with 20 or more employees that provide health insurance benefits 
for their staff to provide mental health and substance abuse insurance benefits that are equal to those 
for physical health. Specifically, an insurance plan providing health care cannot:
• require different deductibles, coinsurance or copayments;
•  use different claim payment methodologies;
•  require different pre-notification of treatment or second opinions;
•  limit coverage by provisions for such things as preexisting illnesses that are not applicable to other

covered illnesses, or limit treatment services to either inpatient or outpatient services;
• deny reimbursement solely because treatment was interrupted or not completed; and
• impose different annual or lifetime benefit limits, maximum out-of-pocket expenses, day limits or 

number-of-visit limits.

Coverage for substance abuse is included with mental health coverage because it is common for 
these ailments to co-exist. People suffering from mental illness may unconsciously attempt to "self- 
medicate" with drugs or alcohol. For this reason, it is inappropriate to treat one disorder and not 
address the other. Including substance abuse coverage allows the entire disorder to be treated rather 
than just one portion.

Recognizing that costs can be contained through managed care, the legislation does not prohibit the 
involvement of a managed care organization in providing mental health and substance abuse 
treatment. However, the involvement may not diminish or negate the legislation’s requirements, nor 
may the organization use administrative or clinical protocols that reduce access to treatment.

Mental health disorders cost the economy hundreds of thousands of dollars each year. Whether for 
treatment, social services, disability payments or lost productivity, the costs are staggering. Many 
mental disorders are treatable. With early and appropriate treatment, many individuals are able to 
remain at work and continue to be productive, contributing members of society. To date, however, 
this treatment has not been readily accessible or financially viable. Even those with coverage 
normally have such low coverage that they soon run out of benefits and are forced to either 
discontinue treatment or leave their place of employment to qualify for public assistance.

House Bill 149 requires coverage for mental health disorders equal to coverage for medical health 
disorders. It recognizes that individuals with any type of medical disorder should be allowed access to 
coverage.

Session: Slate Capitol. Juneau, AK 99801 • Phone 907/465-2693 or 800/463-2693 • Fax 907/465-3835 
Interim: 145 Main St. Lp„ Stc. 223, Kenai, AK 99611 • Phone 907/283-7095 or 907/224-2051 • Fax 907/283-3075

Email: Reprcsentative_Gary_Davis@Icgis.statc.ak.us

S P O N S O R  S T A T E M E N T
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A l a s k a  S t a t e  L e g i s l a t u r e

R e p r e s e n t a t iv e  G a r y  D a v is

H O U S E  B I L L  1 4 9  

SECTIONAL ANALYSIS
"An Act relating to insurance coverage for treatment of mental illness and substance abuse; 

repealing provisions of ch. 8, SLA 1997, that terminates required mental health benefit 
coverage; and providing for an effective date."

Section 1: Housekeeping measure amending AS 21.36.090 (d) to remove the
reference to AS 21.42.365 which is repealed by section 4 of this bill.

Section 2: Repeals and reenacts AS 21.54.150, Coverage for treatment of mental
illness and substance abuse, to require health care insurance plans 
providing coverage for five or more employees in a group market to 
provide coverage for the treatment of mental illness and substance abuse.

Prohibits the insurer from
• requiring a different deductible, coinsurance or copayment for the 

determination of mental illness and substance abuse coverage;
• using a different claim payment methodology in determining mental 

illness and substance abuse coverage;
• requiring prenotification of treatment or second opinions unless the 

requirement is applicable to other covered major illnesses;
• limiting coverage by provisions of the contract that are not applicable to 

other covered major illnesses such as preexisting illnesses or 
provisions requiring the exact date of onset to be known;

• limiting treating services to either an inpatient or outpatient service;
• denying reimbursement for services solely because treatment was

interrupted or not completed; or
• imposing annual or lifetime benefit limits, maximum out-of-pocket

expenses, day limits, or number of visit limits that are different for the
determination of mental illness or substance abuse benefits than for
determination of benefits relating to other covered illnesses.

Exempts employers with few than 20 permanent, full-time employees from 
having to provide this coverage.

Session: State Capitol. Juneau. AK 99801 •  Phone 907/465-2693 or 800/463-2693 •  Fax 907/465-3835 
Interim: 145 Main St. Lp„ Ste. 223, Kcnai, AK 99611 .P h o n e  907/283-7095 or 907/224-2051 •  Fax 907/283-3075

Email: Representative_Gary_DaMS@legis.statc.ak.us
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Section 3 

Section 4: 

Section 5:

Section 6:

States that a health insurance plan that provides coverage for treatment of 
mental illness through a managed care organization
• may not diminish or negate the provisions of this statute;
• must provide timely and appropriate access to care;
• must provide quantity location and specialty distribution of health care 

providers; and
• may not use administrative or clinical protocols that reduce access to 

medically necessary treatment.

Provides definitions for mental illness, substance abuse, treatment of 
mental illness and treatment of substance abuse.

Housekeeping measure amending AS 21.87.340 to remove the reference 
to 21.42.365 which is repealed in Section 4 of this legislation

Repeals AS 21.42.365, Coverage for treatment of alcoholism or drug 
abuse

Repeals sections 116 and 122 of chapter 81 of the 1997 session laws 
which applied a sunset provision to the previous wording of the statute on 
mental illness benefits

Provides an effective date of July 1, 1999.

HB 149 Section Analysis, page 2 of 2



Sec. 21.54.150. Mental health benefits. ky / /£ /V 9  .
(a) Except as provided in (d) of this section, a health care insurance plan sold in the large 

employer group market that provides both medical and surgical benefits and mental health 
benefits shall meet the following requirements:

(1) if the plan does not include an aggregate lifetime limit on substantially all 
medical and surgical benefits, the plan may not provide for an aggregate lifetime limit on 
mental health benefits;

(2) if the plan includes an aggregate lifetime limit on substantially all medical and 
surgical benefits, the plan must

(A) include the mental health benefits within the aggregate lifetime limit 
and may not distinguish in the application of the limit between medical and surgical 
benefits and mental health benefits; or

(B) provide an aggregate lifetime limit for mental health benefits that is 
not less than the aggregate lifetime limit for medical and surgical benefit?;

(3) if the plan includes different aggregate lifetime limits or none on different 
categories of medical and surgical benefits, the plan must provide for aggregate lifetime 
limits on mental health benefits consistent with federal law;

(4) if the plan does not include an annual limit on substantially all medical and 
surgical benefits, the plan may not provide for an annual limit on mental health benefits;

(5) if the plan includes an annual limit on substantially all medical and surgical 
benefits, the plan must

(A) include the mental health benefits with the annual limit and may not 
distinguish in the application of the limit between medical and surgical benefits and 
mental health benefits; or

(B) provide an annual limit for mental health benefits that is not less than 
the annual limit for medical and surgical benefits; and

(6) if the plan includes different annual limits or none on different categories of 
medical and surgical benefits, the plan must provide for annual limits on mental health 
benefits consistent with federal law.

(b) Except as provided otherwise in this title, a health care insurance plan is not required 
to provide mental health benefits.

(c) Except as otherwise provided in this title, this section does not affect the terms and 
conditions relating to the amount, duration, or scope of mental health benefits under a health care 
insurance plan that provides mental health benefits, including cost sharing, limits on number of 
visits or days of coverage, and requirements relating to medical necessity.

(d) This section does not apply if application of this section would result in an increase in 
the cost under the health care insurance plan of at least one percent.

A f f e c t e d  S t a t u t e s /  R e g u l a t i o n s
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Sec. 21.42.365. Coverage for treatment of alcoholism or drug abuse.

(a) Except for a fraternal benefit society, a health care insurer that offers, issues for 
delivery, delivers, or renews in this state a health care insurance plan, except for catastrophic 
illness insurance, providing coverage for five or more employees of an employer in the group 
market shall provide a covered employee or the employee's dependent the following coverage for 
treatment of alcoholism or drug abuse:

(1) benefits of at least $9,600 over two consecutive benefit years; and
(2) lifetime benefits of at least $19,200.

(b) The benefits described in (a) of this section shall be adjusted January 1, 1999, by the 
director and every three years thereafter to correspond with the change in the medical care 
component of the consumer price index for all urban consumers for the Anchorage Metropolitan 
Area compiled by the Bureau of Labor Statistics, United States Department of Labor. The base 
year for the first adjustment shall be calendar year 1996.

(c) A health care insurer that offers a health care insurance plan providing coverage under 
this section may not

(1) require that a covered employee or the employee's dependent be responsible 
for a deductible or copayment that is different for the determination of benefits relating to 
treating alcoholism or ding abuse than for the determination of benefits for treating another 
covered illness;

(2) use a different claim payment methodology in determining the benefits relating 
to treating alcoholism or drug abuse than that used in determining the benefits for treating 
another covered illness;

(3) require prenotification of treatment or a second opinion unless the requirement 
is applicable to other covered major illnesses;

(4) limit coverage by provisions of the insurance contract that are not applicable to 
other covered major illnesses, including provisions concerning preexisting illnesses or 
provisions requiring that the exact date of onset be known;

(5) limit treatment services under the insurance contract to either an inpatient or 
outpatient service;

(6) exclude from coverage the cost of medically necessary treatment, including 
medical or psychiatric evaluation, activity or family therapy, counseling, or prescription drugs 
or supplies received at an approved treatment facility; or

(7) deny reimbursement for actual services rendered solely because treatment was 
interrupted or not completed.

(d) Notwithstanding (a) of this section, if an employer employs fewer than 20 permanent, 
full-time employees for each working day during each of at least 20 calendar workweeks in either 
the current calendar year or the preceding calendar year, a health care insurer is not required to 
provide the coverage specified in (a) of this section to the employer but shall offer that coverage 
to the employer as optional coverage.

(e) In this section,
(1) "alcoholism or drug abuse" means an illness characterized by

(A) a physiological or psychological dependency, or both, on alcoholic 
beverages or controlled substances as defined in AS 11.71.900; or

(B) habitual lack of self-control in using alcoholic beverages or controlled 
substances to the extent that the person's health is substantially impaired or the person's 
social or economic function is substantially disrupted;

(2) "approved treatment facility" means treatment in a facility that is either



approved under AS 47.37.140 or located and licensed for treatment of alcoholism or drug 
abuse in another state;

(3) "catastrophic illness insurance" means a health care insurance plan that 
provides benefits for hospital and medical care with a lifetime maximum benefit per insured 
of at least $250,000 and that has a deductible of at least $5,000;

(4) "cost" means the least of the following:
(A) the actual charge for the treatment received for alcoholism or drug

abuse;
(B) the usual, customary, and reasonable charge for the treatment as 

determined by the contract of coverage; or
(C) the charge agreed to by contract between the treatment provider and 

the health care insurer;
(5) "treatment" means medical care, including detoxification, as an inpatient or 

outpatient at an approved treatment facility.



Chapter 81, SLA 1997 
Chapter: CH081 
Source: HCS CSSB 104 (FIN) 
Action Date: June 13, 1997 
Effective Date: See Chapter 
97

AN ACT
Relating to regulation and examination of insurers and insurance agents; relating to 

kinds of insurance; relating to payment of insurance taxes and to required insurance 
reserves; relating to insurance policies; relating to regulation of capital, surplus, and 
investments by insurers; relating to hospital and medical service corporations; relating 
to the portability and availability of health care insurance; making amendments to the 
insurance statutes to conform to federal requirements regarding health insurance; 
relating to the repeal of certain small employer health care insurance provisions; 
requiring that uninsured and underinsured motor vehicle insurance apply to claims of an 
insured even if other policy limits are not exhausted; repealing delayed provisions 
relating to dental, vision, and hearing insurance in secs. 3 and 4, ch. 101, SLA 1992; 
repealing delayed provisions relating to small employer health care insurance in secs. 4, 
7, 9, and 12, ch. 39, SLA 1993; repealing the delayed effective date in sec. 5, ch. 101, 
SLA 1992, and in sec. 13, ch. 39, SLA 1993; and providing for an effective date.

Section 1. PURPOSE. The purpose of secs. 3,11,12, 31 - 34, 43 - 57, 59 - 90, 99 - 
102, 108,111, 112,115 - 119, and 122 of this Act is to implement the minimum federal 
standards for health care insurance enacted under P.L. 104-191 (Health Insurance 
Portability and Accountability Act of 1996).

Sec. 116. AS 21.54.150, enacted by sec. 59 of this Act, is repealed.

Sec. 122. Section 116 of this Act takes effect September 20, 2001.



POSITION STATEMENT OF 
HEALTH INSURANCE ASSOCIATION OF AMERICA (HIAA)

ON HOUSE BILL 149 (MENTAL HEALTH PARITY)
A pril 8, 1999

The Health Insurance A ssocia tion  of America ("HIAA11) is  
a n a tio n a l tra d e  a s so c ia tio n  o f commercial h e a lth  insurance 
companies which provide h e a lth  insurance fo r approximately 55 
m illio n  Americans.

Over th e  p a s t two y ea rs , an in c reas ing  number of s ta te s  
have considered le g is la t io n  re q u ir in g  expansive coverage fo r 
mental h e a lth  b e n e f i ts , f a r  beyond what i s  requ ired  under fed e ra l 
law.

In  1998 alone, 32 s ta te s  considered 88 b i l l s  req u ir in g  
what advocates have termed "mental h e a lth  p a r i ty ."  Wary o f the 
co s t a sso c ia ted  w ith mental h e a lth  p a r i ty  mandates, most s ta te s  
have re je c te d  such p ropo sa ls . To d a te , only 14 s ta te s  have 
enacted a mental h ea lth  p a r i ty  mandate exceeding what i s  
requ ired  under fed e ra l law. The only s t a t e  to  do so th i s  year i s  
Pennsylvania. However, w ith only one exception (Vermont), th e  
s t a t e s  th a t  have chosen to  adopt mental h e a lth  p a r i ty  mandates 
have p laced s ig n if ic a n t l im ita t io n s  on p a r i ty  requ irem ents. 
Examples in c lude : exempting in d iv idu a l and small employer group
h e a lth  plans? lim itin g  th e  mandate to  se rio u s o r b io lo g ic a l ly -  
based mental i l ln e s s e s?  and p e rm ittin g  employers who experience 
more than a minimal co s t in c rea se  as a r e s u l t  o f th e  mandate to  
opt ou t.

Position Statement 
Health Insurance Association 

of America (HIAA)



S ig n if ic a n tly , most employers and many in d iv id u a ls  
a lready  purchase insurance coverage fo r mental i l ln e s s ,  o ften  
w ith reasonab le l im its  on in p a t ie n t and o u tp a tie n t trea tm en t. 
According to  th e  Employee B enefits Research I n s t i t u t e ,  98% of 
employees in  medium and la rg e  firm s have coverage fo r in p a t ie n t 
mental h e a lth  care  and 97% have coverage fo r o u tp a tie n t c a re . 
Although many purchasers o f insu rance opt fo r le s s  than f u l l  
"p a r ity "  between b e n e f its  fo r phy sica l and mental i l ln e s s ,  
e x is t in g  le v e ls  of coverage rep re sen t a s ig n if ic a n t commitment 
p rov id ing  b e n e f i ts  fo r mental i l l n e s s .

Health b e n e f i t mandates. in c lud ing  mental h ea lth  
p a r i ty  mandates, co n s tra in  th e  a b i l i t y  o f insurance purchasers 
and consumers to  choose fo r themselves what i s  th e  app rop ria te  
le v e l o f coverage fo r t h e i r  needs based on the b e s t a v a ila b le  
in fo rm ation  about medical techno log ies and trea tm en ts a t  th e  
tim e. Mandates unw isely lock in to  law what should be a f le x ib le  
and evidence-based dec is ion  about app rop ria te  le v e ls  o f coverage 
made in  th e  con tex t o f ra p id ly  advancing medical knowledge and 
evolv ing medical techno log ies . Choices about th e  d is t r ib u t io n  of 
h e a lth  in surance d o lla r s  among d i f f e r e n t  types of b e n e f i ts  should 
remain in  the hands o f purchasers and consumers, who a re  in  the 
b e s t p o s it io n  to  determ ine what i s  th e  most e f f i c i e n t  and 
ap p rop ria te  a l lo c a tio n  o f t h e i r  re sou rces .

H I A A  P o s i t i o n  S t a t e m e n t

H B  1 4 9  -  M e n t a l  H e a l t h  P a r i t y
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Among o ther problems w ith mental h ea lth  mandates a re :
* Forcing the purchase of b e n e f its  th a t  consumers may 

no t want o r c a n 't  a ffo rd  only ensures th a t  many more in d iv id u a ls  
w il l  be unable to  a ffo rd  any insurance a t  a l l .  Some n a tio n a l 
s tu d ie s  show th a t  fo r every 1% in c rease  in  th e  co s t of in surance, 
between 200,000 and 600,000 in d iv idu a ls  lo se  coverage [1 ]. 
S im ila r resea rch  on small businesses has found th a t  w ith each 1% 
in c rease  in  premiums, 2.6% of small employers o ffe r in g  h e a lth  
insurance drop th e  coverage [2 ]. I f  mental h ea lth  p a r i ty  
in c re a se s  th e  co st o f insurance by 4 to  10%, as many s tu d ie s  
es tim a te  [3 ], s ta te s  pursuing such mandates can expect th a t  
between 10.4% and 26% of th e i r  small employers no longer w il l
be ab le to  a ffo rd  coverage.

* Small employers a re  s ing led  out to  bear th e  c o s t . 
Large employers who can a ffo rd  to  s e lf - in s u re  are  unaffec ted  by 
s t a t e  mental h ea lth  mandates. Under ERISA, they a re  exempt from 
such mandates and re ta in  th e  a b i l i t y  to  purchase coverage w ith 
reasonab le l im its  on mental h ea lth  b e n e f i ts . Small employers 
d o n 't  have th i s  op tion . They ty p ic a l ly  c a n 't  a ffo rd  to  e s ta b l is h  
a s e lf - in su re d  h ea lth  plan governed by ERISA.

* Some of the s tu d ie s  re fe r re d  to  a lso  assume th a t  
b e n e f i ts  fo r physica l i l ln e s s e s  w ill be reduced to  compensate fo r
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ad d itio n a l mandated mental h e a lth  b e n e f i ts . For example, sev e ra l 
s tu d ie s  conducted by Coopers & Lybrand p lace too much emphasis on 
co s t o f f s e ts  th a t  may not m a te r ia l iz e , and ignore th e  tru e  
co s t in c rea se s  th a t  w il l be borne by employees and consumers. I t  
i s  a lso  im portant to  note th a t  th e  f in a l  co s t e s tim a te s developed 
by Coopers & Lybrand only r e f l e c t  th e  f in a n c ia l impact on 
employers. The an a ly s is  assumes th a t  employers w il l f in d  various 
ways to  o f f s e t  th e  co s t in c rea se s  — such as passing  th e  co s t on 
to  employees. This does not mean th a t  those co s ts  do not e x is t  
o r a re  unim portant; i t  simply means th a t  someone e ls e  i s  paying 
th e  b i l l ,  namely th e  employee o r in d iv idu a l h e a lth  insurance 
pu rchaser. To understand th e  f u l l  impact of any p roposa l, th e  
f u l l  c o s t should be considered ra th e r  than j u s t  th e  employer's 
co n tr ib u tio n  p o r tio n .

* The term "mental h e a lth  p a r i ty "  i s  m islead ing . 
Open-ended mandates fo r "mental h e a lth  p a r ity "  sound appealing 
bu t have th e  e f f e c t  of e lim in a ting  a c co u n tab ility  fo r determ ining 
what c o n s t i tu te s  a m edically recognized mental i l l n e s s  and may 
r e s u l t  in  fewer a v a ila b le  d o l la r s  fo r  th e  trea tm en t o f se rio u s 
mental d is e a se s . C r i t ic s  charge th a t  th e  D iagnostic and 
S t a t i s t i c a l  Manual of Mental D isorders (DSM), a w idely-used



c la s s i f ic a t io n  o f mental a ilm en ts , in c rea s in g ly  "m edicalizes many 
behav io rs once considered tra c e ab le  to  ch a rac te r flaw s."

According to  one commentator:
"There i s  a c le a r  motive fo r d e fin ing  new mental 
d iso rd e rs  and marketing psych trop ic m edications fo r 
a d u lts . . . . [A]s re c en tly  as 18 years ago, th e  DSM had 
only 106 mental d iso rd e rs  [compared to  th e  300 now 
l i s t e d .  As a r e s u l t , ]  le s s  money i s  a v a ila b le  to  t r e a t  
those w ith se r io u s , d e b i l i ta t in g  mental i l ln e s s e s  whose 
su f fe re r s  have l i t t l e  c lo u t ."  [4]
* Open-ended mental h ea lth  mandates w il l  e f f e c t a 

massive s h i f t in g  of co s ts  from e x is tin g  so c ia l programs to  
p r iv a te , la rg e ly  small employer-based, in su rance . In many 
s t a t e s ,  mental h ea lth  a c t i v i s t s  have proposed mandates th a t  would 
c la s s i f y  problems such as lea rn in g  d i s a b i l i t i e s  as a mental 
i l l n e s s  su b je c t to  mandatory coverage. I f  enacted , such 
p roposa ls would e f f e c t  a massive s h i f t  o f co s ts  from e x is tin g  
so c ia l programs to  employer-sponsored h ea lth  p lan s . Because 
ERISA exempts se lf-funded  h ea lth  p lans maintained by la rg e  
employers from s ta te  mandates, th e  weight of t h i s  co s t s h i f t  w ill 
f a l l  la rg e ly  on small employers.

I  would note one o th e r small problem (no pun in tend ed ): 
There could be some coverage confusion regard ing small employers. 
A la sk a 's  Small Employer Health Care Insurance s ta tu te  (AS 21.56) 
d e fin e s  small employers as those w ith two to  50 employees.
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This b i l l  s ta te s  an in su re r  s h a l l  provide coverage fo r 
mental i l l n e s s  and trea tm en t of substance abuse in  employer group 
p lans covering f iv e  o r more employees, bu t then says th e  in su re r 
must only o f fe r  such coverage as an op tion i f  an employer has 
"fewer than  20 permanent, fu l l - t im e  employees," i . e . ,  employers 
who have up to  19 employees. When i s  a small employer a small 
employer. You go t r y  to  fig u re  i t  ou t.

[1] Independent s tu d ie s  on f i l e  w ith HIAA.
[2] See M orrisey, e t  a l , "Small Employers and th e  Health

Insurance M arket." p .155, n . 16, Health A ffa irs  (Winter 
1994)

[3] See HIAA fa c t  sh ee t, S ta te  Mental Health Mandates:
Cost and E ffe c t on Coverage (summarizing s tu d ie s  on co s t
o f mental h e a lth  p a r i t y ) .

[4] Herb Kutchins, P ro fesso r of Socia l Work, C a lifo rn ia  S ta te  
U n iv e rs ity , Sacramento (quoted in  th e  New York Times, 
September 28, 1997).
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TO: Wes Keller 907-465-4587
CC: Gordon Evans 907-586-3762
FROM: Joe Holahan
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PAGES: 11 (including this page)

Wes,
I have attached an excerpt from the U.S. Health and Human Services (HHS) study with their cost 
estimates for mental health parity under the 1996 federal parity law. See page 6 for their 
estimate of the cost of substance abuse parity only. Note that the cost impact varies, depending 
on the type of health plan involved. The estimated effect is greatest for fee-for-service plans.
HHS estimates that full parity (mental health and substance abuse) would increase the cost of
fee-for-service coverage by 5% (see chart on page 5). We believe this is a conservative estimate.
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Chapter 4 - Cost Estimates
One main goaJ of (his study was to project the costs of providing parity for mental health and substance abuse 
(MH/SA) insurance benefits. We did this by using an actuarial model to predict the premium increases for three 
benefit options. One option gives full parity, and the other two give partial parity, for MS/SA benefits. 
Information about the relative costs of parity options can be used by employers and benefit managers who want to 
assess the tradeoffs between offering full or partial parity for MH/SA benefits.
In this chapter, we present the three parity benefit options we developed and discuss the updated actuarial model 
we used to determine our cost estimates of premium increases for families. We also determine increases in 
premiums for child health plans with parity that states may develop as a result of the Balanced Budget Act of 
1997. Finally, we offer some caveats for interpreting the results.
Options for Providing Parity in MH/SA Insurance Benefits
The three benefit options we analyzed in this study were developed in consultation with this project's policy 
advisory panel. The panel included representatives from the business community and from mental health, 
substance abuse, and managed care organizations in the public and private sectors (see Appendix C).
We estimated premium increases for one full and two partial MH/SA parity benefit options. In this study, "full 
parity" means that insurance benefits for any group of MH/SA diagnoses must be the same as insurance benefits 
for medical/surgical diagnoses with respect to three areas--cost sharing (such as copayment or coinsurance 
amounts), service limits (such as the number of outpatient visits or inpatient hospital days), and annual or lifetime 
spending limits (such as annual or lifetime benefit maximums).
Partial parity means that benefits for MH/SA diagnoses must be the same as benefits for medical/surgical 
diagnoses in two of die three areas listed above. One of the partial parity options requires parity with respect to 
cost sharing and spending limits The other requires parity with respect to service limits and spending limits. Both 
partial parity options comply with the Mental Health Parity Act of 1996, since they require parity with respect to 
spending limits.
The costs of each full and partial parity option are predicted for the following diagnosis groups and plans:

• three diagnosis groups for families (all MH/SA diagnoses, MH diagnoses only, SA diagnoses only); and all 
MH/SA diagnoses for children only; and

• four plan types (FFS, PPO, POS, and HMO).
The baseline (initial), partial parity, and full parity MH/SA benefit options for a FFS plan are listed in Table 4.1. 
Full parity plans arc listed in Table 4.2. For each plan type, the full parity benefit options have unlimited MH/SA



inpatient days and outpatient visits. The cost- sharing requirements are die same as the cost-sharing requirements 
for medical/surgical benefits for the typical plan. For FFS plans, the cost-sharing requirement for covered services 
under the full parity option includes a 20 percent coinsurance payment for inpatient and outpatient services.
The typical plan was determined based on a review of the literature (O'Grady, 1996; KPMG Peat Marwick, 1997). 
In addition, our expert of actuaries and economists reviewed our assumptions about the benefit packages.

TABLE 4.1
PARTIAL AND FULL PARITY BENEFIT OPTIONS FOR A FEE-FOR-SERVICE PLAN

MH/SA Service Baseline Benefits 
(Typical FFS Benefits)

Partial Parity Full ParityParity in Service Limits Parity in Cost Sharing
Inpatient Hospital 30 days

20% coinsurance
Unlimited days
Days 1 -30:20% coinsurance
More than 30 days: 50%
coinsurance

SO days
20% coinsurance

Unlimited days 
20% coinsurance

Outpatient 20 visits
50% coinsurance

Unlimited visits 
50% coinsurance

20 visits
20% coinsurance

Unlimited visits 
20% coinsurance

TABLE 4.2 
FULL PARITY BENEFIT OPTIONS

MH/SA Service Fec-For-Service .........pro — ..............."PUS HMOIn-Network Out-ot-Network In-Network Out-ot-Network
Inpatient Hospital Unlimited days 

20% coinsurance
Unlimited days 
10% coinsurance

Unlimited days 
30% coinsurance

Unlimited days 
fully covered

Unlimited days 
20% coinsurance

Unlimited days 
covered in full

Outpatient Services Unlimited visits 
20% coinsurance

Unlimited visits 
10% coinsurance

Unlimited visits 
30% coinsurance

Unlimited visits 
B10 copayment

Unlimited visits 
20% coinsurance

Unlimited visits 
810 copayment

Method for Estimating Costs
We used actuarial cost models developed by the HayGroup to estimate the costs of the full and partial parity 
benefit options. The model in our study improves on models in previous actuarial studies in several ways. First, it 
was recently revised by the HayGroup. This revised version includes expense data from managed behavioral 
health care companies, separate expense data for substance abuse services, and separate data on MH/SA expenses 
for children. Earlier versions of the HayGroup model did not include these features.
Second, the assumptions we used to estimate the premium increases, as defined in chapter 3, were reviewed by 
this project's expert panel of actuaries and economists. Many of our initial assumptions were revised according to 
their comments. Third, our assumptions incorporate new data and case study findings that were not available in 
1996. Finally, we produced separate estimates for a wider range of benefit options, diagnosis groups, and health 
plan types than previous studies. The updated actuarial model and assumptions are described more fully in Sing 
and Hill (1998a).
The Estimation Process
The estimation process is as follows. The models predict premiums for health plans by using data on the benefit 
packages of the full and partial parity benefit options. These data include information on covered services, service
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limits, and cost-sharing arrangements. The model then builds in assumptions about administrative costs, the level 
of utilization management, and patients' responses to changes in their out-of-pocket costs.
The cost of each parity benefit option is the difference between the predicted premium for that option and the 
estimated premium for a "baseline plan." In this study, a baseline plan is a typical health plan covering 
medical/surgical and MH/SA services. For each plan type, it is the benefit package that has the most enrollees (the 
statistical mode). For example, a typical FFS plan covers 30 days of inpatient care and 20 outpatient visits for 
MH/SA services (O’Grady, 1996). In comparison, a full parity FFS plan would cover unlimited inpatient days and 
outpatient visits for MH/SA services.
Appendix B illustrates how to compute the premium increase due to a benefit option with increased MH/SA 
insurance benefits. The new premium is the sum of the baseline MH/SA and medical/surgical expenditures plus 
the increase in MH/SA expenditures. The percentage premium increase is the difference between the new 
premium and the baseline premium, divided by the baseline premium. A large percentage change in MH/SA 
expenditures causes a small change in premiums, because MH/SA expenditures account for only a small part of 
premiums (4 percent to 6 percent of the expense data in the HayGroup model, depending on the type of health care 
plan).
The HayGroup Actuarial Model
The HayGroup actuarial model has been used extensively to study the effects of proposed policies for the federal 
government. Earlier versions of this model were developed under contract with the Congressional Research 
Service (CRS). These versions were used to predict the costs of the Mental Health Parity Act of 1996 and the 
Domenici-Wellstone amendment to the Health Insurance Reform Act of 1996. The model was recently updated in 
consultation with the National Institute of Mental Health. The updated model includes data from managed 
behavioral health plans, separate expense data for children, and substance abuse data (Hay/Huggins Company,
Inc., 1997b).
Sturm (1997) recently criticized an older version of the HayGroup model. He believes that the model overstates 
the costs of parity because it does not adequately account for managed care in the delivery of MH/SA services.
This criticism is no longer relevant since the revised model includes data and assumptions for managed behavioral 
health plans.
Assumptions about PPO and POS plan network use and provider discounts. The HayGroup actuarial model 
is adjusted to incoiporate three features of PPO and POS plans. These features are (1) network provider discounts,
(2) coverage for in-network and out-of-network services, and (3) the effects of utilization management by POS 
gatekeepers.
Enrollees in PPO and POS plans pay lower out-of-pocket costs when they use network providers. These lower 
costs encourage enrollees to use these providers. Enrollees in PPOs can self-refer to any provider they wish to see. 
However, many enrollees in POS plans are assigned to a primary care network provider called a "gatekeeper." The 
gatekeeper must authorize all in-network service use (Jensen, et al., 1997). Providers in PPO and POS networks 
agree to charge a discounted price for the services they provide to PPO and POS plan enrollees.
For PPO and POS plans, the HayGroup model assumes that 70 percent of care is given by network providers. The



model also assumes that the plan receives a 15 percent discount from network providers. For POS plans only, the 
model assumes that the use of in-network services is further reduced by 12 percent due to services denied by 
gatekeepers. The model assumes that POS out-of-nclwork service use increases by 15 percent. This is based on the 
assumption that some POS plan enrollees will seek treatment out of network (and pay a higher coinsurance rate) 
when the gatekeeper denies in-network care.
Types of MH/SA treatment. The model does not separately compute expenditures for psychotherapeutic drugs, 
intensive nonresidential care, and SMI. This is because usable expense data for these services are not available. 
However, expenses for intensive nonresidential care services and partial hospitalization are included in the model's 
inpatient and outpatient expense data.
Estimated Premium increases for Families
The model predicts that full parity for all MH/SA diagnoses will raise family premiums for a composite ofplans by 
3.6 percent (Table 4.3). By "composite" we mean a weighted average of fee-for-service (FFS), preferred provider 
organization (PPO), point-of-service (POS), and health maintenance organization (HMO) plans. Mental health 
care accounts for most of this increase (3.4 percent).
Although MH/SA expenditures would increase by 75 percent, the premium increase is 3.6 percent because 
MH/SA expenditures are only 4 percent to 6 percent of health expenditures at baseline, depending on the type of 
plan. Premium increases are the largest for FFS plans and PPOs (5.0 and 5.1 percent).5 Premium increases arc 
lower for tightly managed HMOs (0.6 percent) (Table 4.4).
5 Total premiums rise slightly more in PPO plans than in FFS plans because MH/SA expenditures are a larger proportion of the PPO 
premium (4.3 percent) than of the FFS premium (3.9 percent).

Our tables do not report separate estimates for the parity options for serious mental illnesses (SMI), since the 
model cannot compute premium increases for changes in these benefits. However, a very "rough" estimate for 
SMI parity options can be obtained by pro-rating the predicted cost increases for the mental health parity options.
One way to do this is to use findings from two studies conducted by Milliman and Robertson, Inc. One study 
(Melek and Pyenson, 1996b) estimated that parity for SMI, as defined in S.298 (which did not pass), would 
increase premiums by 2.5 percent. The other study (Melck and Pyenson, 1996a) estimated that parity in benefits 
for all mental health diagnoses would increase premiums by 2.8 percent.
These studies suggest that expenses for SMI represent 89 percent of the increase in expenditures for all mental 
health diagnoses due to parity, since 2.5 percent is 89 percent of 2.8 percent. Therefore, to get a rough estimate of 
the increase in premiums due to parity for SMI, we can assume that the premium increase for SMI parity is 89 
percent of the premium increase for mental health parity.

TABLE 4.3
AVERAGE PREMIUM INCREASES AGGREGATED ACROSS PLAN TYPES

MH/SA D isposes
Average Premium Increase

Parity in Cost Sharing Parity in Service Limits Full Parity
MI I/S A 12 5.6



MH only ( 0.31 1 'I 3.41
SA only | O.lj O.03| 0.2|

NOTES:
1. The premium increases for FFS, PPO, POS, and HMO plans were aggregated by assuming the following 

distribution of enrollees among plan types:
FFS 20%
PPO 30%
POS 20%
HMO 30%

2. The table indicates increases in family premiums. Family premiums are computed from the individual adult 
and child premiums using the following formula:
Family premium = (1 + .84 * 1.08)*adult premium + 1.22* child premium
This formula assumes that 84 percent of employees are married, the cost of coverage for the spouse is 1.08 
times more than the cost for the employee, and that there are 1.22 children per family on average. The 
demographic assumptions are based on data from the Current Population Survey. The cost of coverage for a 
spouse relative to the employee is based on data for a typical plan (Hay/Huggins Company, Inc., 1997a).

3. Premium increases do not necessarily add up within columns due to rounding.
TABLE 4.4

PERCENTAGE INCREASES IN TOTAL PREMIUMS BY DIAGNOSIS AND PLAN TYPE

Diagnosis

Percentage Increase 
in MH/SA Expenses

Percentage Increase in Total 
Family Premium

Parity in 
Cost 

Sharing
Parity in 
Service 
Limits

Full Parity
Parity in 
Cost 

Sharing
Parity in 
Service 
Limits

Full Parity
FFS S ’

MH/SA 15.4 41.7 118 0.5 ^5.0
MH only 13.5 40.5 119.8 0.4 1.3 T8
SA only 1.9 1.2 7.0 0.1 0.05 0.3

PPO
MH/SA 17.0 40.0 117. / 0.6 1.5 5.1
MH only 14.8 38.7 111.4 0.5 1.4 4.8
SA only 2.2 1.3 6.3 0.1 0.1 0.3

POS
MH/SA 0.5 33.9 64.6 0.00 1.7 3.5
MH only 0.2 33.4 63.1 0.00 1.7 3.4
SA only 0.00 0.4 1.6 0.00 0.02 0.1
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SA only 0.6 0.00 0.7 0.03 0.00 0.04
MOl'HTPremium increases do not necessarily add
Parity for substance abuse benefits. Full parity for substance abuse would increase expenditures on substance 
abuse care by about 26 percent (not shown), but the total premium for the composite plan would increase by 0.2 
percent. This premium increase is low relative to the premium increase for all mental health diagnoses for two 
reasons.
First, and most importantly, few people would use expanded benefits. Consumers of long-term substance abuse 
treatment are rare in the privately insured population, because few arc employed. For employed people who do 
receive substance abuse treatment, few require long-term care. Wesson (1995) reports that most detoxification 
patients do not need inpatient or residential treatment. Furthermore, inpatient treatments are short-term, so that 30 
days per year of inpatient substance abuse benefits are reasonable.
Second, our projections use a baseline plan with more generous substance abuse benefits than the typical plan. 
assume that the lifetime benefit maximum for both mental health and substance abuse treatment is $50.000 for the 
typical plan before parity. This implies that the lifetime benefit maximum tor substance abuse services only for the 
typical plan is less than $50,000 (by the amount of the mental health benefits used).
Under the Mental Health Parity Act of 1996, the lifetime benefit maximum for mental health treatment is $1 
million, but no benefit maximum is specified for substance abuse services.
For purposes of this study, we assume that there is a $50.000 lifetime benefit maximum for substance abuse 
services. Therefore, the benefit maximum lor substance abuse treatment under the act is greater than the benefit 

Hmaxlmum for substance abuse treatment before the act.
Partial parity options. The premium increases predicted by the model for the partial parity options as defined in 
this study arc much lower. For all MH/SA diagnoses, the composite premium increases are 0.4 percent or less if 
there is parity in cost sharing. If there is parity in service limits, the composite premium increases are 1.2 percent 
or less.
The partial parity premium increases are higher when there is parity for service limits compared with parity for 
cost sharing because there is a greater increase in benefits when there is parity for service limits. Specifically, for 
most plan types, parity for service limits increases the number of covered inpatient hospital days from 30 days to 
365 days and increases the number of covered outpatient visits from 20 visits to an unlimited number of visits.
In contrast, when there is parity for cost sharing, there is generally no change (or a relatively small change) in the 
out-of-pocket expenses for inpatient care because the typical health plan already offers parity with respect to 
inpatient cost sharing. For outpatient visits, there is a decrease in the FFS coinsurance rate of 50 percent to 20 
percent, and a decrease in the HMO copayment amount from $20 to $10.
Estimated Premium Increases for Child Health Plans
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Under the Balanced Budget Act of 1997, states will receive block grants to fund health insurance for uninsured, 
low-income children (Mann and Guyer, 1997). States may either expand Medicaid eligibility and provide full 
Medicaid benefits for uninsured children, or they may establish or expand a separate state program for children.
Estimating the costs of parity in this program is difficult for two reasons. First, we do not know what the baseline 
benefit packages are. States that do not expand Medicaid may use any of three standard benefits packages or a 
package that is actuarially equivalent to one of these. Second, we do not know the prevalence of MH/Sa disorders 
among the covered children. States have great latitude in choosing which children are covered. Within the scope 
of this project, we could not fully address the costs of parity for these programs for uninsured children, but we 
make predictions that are likely to be conservative estimates of the true costs of parity for separate state programs 
for cliildren. Our estimates are not relevant for Medicaid expansions.
We produced actuarial estimates of the costs of full and partial parity for all MH/SA diagnoses for currently 
insured children of employees of medium and large employers (Table 4.3). The premiums are estimates of the 
average costs of coverage for one child. Unlike employer-sponsored insurance, the premiums do not include any 
costs for covering adults.
We estimate that full parity for child health plans would increase MH/SA expenditures for currently insured 
children with FFS coverage by 1 S8.9 percent and the total premiums by 7.0 percent. In contrast, full parity for 
children's MH/SA benefits in a tightly managed HMO would increase premiums by 0.8 percent. We do not present 
a composite premium, because we do not know what types of delivery systems states might use for their block 
grant programs.
The estimated increases in MH/SA expenses and premiums for children are greater than the estimates for families 
shown in Table 4.1 because MH/SA expenses account for a greater portion of children's premiums. Data on 
children's MH/SA expenses indicate that children use such services at a much lower rate than adults, but children 
who use MH/SA services have, on average, higher expenditures than adults (Sturm, 1997; Grazier and G'Sell 
Associates, 1997).
The estimates in Table 4.5, which are based on data for children who are currently privately insured, are likely to 
be lower than the actual costs of parity for uninsured children. If states provide insurance coverage to currently 
uninsured children, these children are likely to use more MH/SA services than those who are currently insured.
For example, Frank, et al. (1994) estimate that, if the uninsured population (adults and children) were given 
insurance coverage, the number using MH/SA treatment services would be 0 percent to 5 percent higher than the 
currently insured population.
However, the costs of covering uninsured children are uncertain, especially because states may choose to cover 
only some uninsured children. In addition, the state may establish a program with more or less generous 
medical/surgical benefits than those typical of medium and large employers, depending on how the state applies 
the benefit standards law.

TABLE 4.5
INCREASES IN CHILDREN'S MH/SA EXPENDITURES AND PREMIUMS FOR FULL PARITY BY PLAN

TYPE

1
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Plan Type
Percentage Increase in MH/SA Expenses Percentage Increase in Total Child's 

Premium
Parity in Cost Sharing

Parity in 
Service Limits Full Parity Parity in 

Cost Sharing
Parity in 

Service Limits Full Parity
FFS 14.4 J 56.3 H 83 0.5 1.2 2.0
PPO 15.6 51.2 143.7 0.2 2.3 2.0
Pus ■ .............. 0.3 58.0 811 0.00 22 4.9
HMO 6.0 1.5 11.2 0.4 0.2 0.8
employers. Hie premiums are estimates of the average costs of coverage for one child. Estimates do not adjust for 
likely greater service use among uninsured children or differences between private insurance benefits and those of 
health block grant programs for children.
Interpreting the Estimates
Readers should keep several features of the model and our assumptions in mind when interpreting the predicted 
premium increases. First, this model (and other actuarial models) does not account for employer responses to 
parity mandates. Employers could respond to an anticipated premium increase due to a parity mandate by 
increasing employee contributions, dropping health insurance coverage, dropping or reducing coverage for 
MH/SA services, reducing other benefits, or increasing management of MH/SA services. These responses would 
lead to a lower premium increase than that estimated by this model. Therefore, our estimates indicate only the 
initial premium increase due to parity.
Second, these estimates are made with a baseline benefit package that is more generous than those used in 
previous actuarial estimates. Our baseline benefit package for each plan has a $1 million lifetime spending limit 
for mental health services, which reflects the Mental Health Parity Act of 1996. However, the baseline packages 
for previous actuarial estimates have a much lower lifetime spending limit for MH/SA services (such as $50,000). 
If our baseline packages had this lower limit, our projected premium increase for a composite of plans would be
4.2 percent instead of 3.6 percent.
Third, these estimates are based on the characteristics of a typical health plan for each plan type. But among each 
plan type there is great diversity in benefit and management levels.
Fourth, in this study wc estimated premium increases for family coverage. Many previous studies estimated 
premium increases for single adults. This model predicts lower premium increases for single adults than for 
families. According to th? model, full parity in MH/SA benefits for single adults would raise premiums for the 
composite plan by 3.1 percent (as opposed to 3.6 percent for families). For FFS plans, the model estimates a 4.3 
percent premium increase for single adults, compared to 5.0 percent for families.
The adult-only premium increase for expanded MH/SA benefits is lower than the estimate for family coverage 
because the relative cost of MH/SA coverage for children in this model is higher than the relative cost of 
non-MH/SA benefit coverage. For non-MH/SA benefits, the revised HayGroup model assumes that the relative 
cost of children to adults is 58 percent (i.e., for every $100 in adult costs, children cost $58). For MH/SA benefits, 
the relative costs of children to adults is about 68 percent.
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Rep. John Coghill 
Rep. Carl Morgan 
Rep. Tom Brice

465-3258
465-2197
465-2937

SUBJECT; Menu! Health Parity (HIM49)
We strongly support HB-149. 1 feel it will really enhance the ability of mentally effected 
residents of the State of Alaska to lead productive and independent lives instead of 
becoming public burdens.
We have two examples in our immediate family which the passage of this bill would effect 
positively.
1, We have a son who has mental chemical imbalance problems. With psychiatric 

consultation and prescribed medication, he can function normally and operate his own 
commercial fishing business. He carries his own independent medical insurance but 
unfortunately, it does NOT cover psychiatric carc or medications for the same Because 
his income is currently below the poverty level, he cannot afford to pay for this treatment 
himself. The burden to pay for this expensive treatment therefore fells on us his parents. 
We are of retirement age which also makes the financial burden greater. As our income 
diminishes our ability to sustain this assistance may be overwhelming. His alternative 
would be to go on Medicaid and public assistance, but he would have to divest himself of 
his business, thus reducing his ability to support himself and his minor child. The passage 
of HB-149 would go a Jong way to solving this catch 22 situation.
2. We have a nephew who, after several years of in house treatment in a state mental 

institution has been able to cope with his mental disabilities and with proper on going 
consultation and medical treatment, been able to be discharged to live an independent life. 
In order to fond this treatment, he has been forced to go on permanent disability thru 
Social Security and Medicaid programs and assistance from his mother. Under this 
program, he can have no earned income. If insurance was available to cover his mental 
health costs, he possibly could work to support himself and alleviate the needs for Social 
Security and Medicaid assistance. A productive individual is a much more happy, secure 
and UBefol citizen.
We sincerely hope we can count on you and the other committee members to show your 
support for HB-149 and help move it on into law. Let’s make it happen for Alaskan 
Citizens of all abilities. Better health make stronger constituents.

Respectfully
Dean Sc Melinda Dewey
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• Comments: Please do not pass HB 149, Mandated benefits as outlined in this bill will cause a 
burdensome increase in health care costs for small businesses and will likely result in those business 
cancelling health insuneance they now provide. Others m sy decide not to provide health insurance in 
the first place.

In looking at the task force which drew up this legislation, it is interesting to note that the business 
community was not Included. The only people assigned to the task force were the ones who would 
d ired ly benefit from the passage of this bill; i.e.; Commissioner of H&SS. Insurance industry 
representatives and mental health care advocates. What abou t someone to  represent the 
EMPLOYER WHO WILL BE PAYING THE BILLSI

This Is essentially a tax being imposed on employers who are trying to provide support to their 
emiployees. Why are all state and local governments exempted? Are their employees exempt from 
mental illness and substance abuse also?

At Hhe moment we do not have 20 employees eligible for hearth insurance coverage. If this bill passes, 
and if we ever do have 20 employees, we will no longer provide health insurance coverage. We will 
sinnpty insist the employees pay all their own premiums.

T O T A L  P . 0 1
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RE.

Comments on HB 149, Mental Health Insurance:

Please vote no. Small businesses are already inundated with costs... this added 
insurance would cost thousands of dollars. This is coverage that employees may not 
want or need.
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REPRESENTATIVE JOHN COGHILL

Mandated Mental Health Coverage

Federal law mandates that if employers provide health insurance and have 50 employees or 
more, they must also provide mental health and substance abuse insurance as well. HB 149 
expands this provision to include employers who have 20 or more employees. The 
assumption is that this legislation will increase the mental health coverage available for the 
estimated 44,000 Alaskans who require mental health treatment. I am not convinced this 
HB 149 will accomplish that. In fact, I believe it is possible that by mandating mental health 
parity we are at risk to reduce the availability of insurance coverage.
I have two major concerns with the mandated approach:

1. Are we really expanding to more mental health patients, mental health services?
2. Are we unfairly placing an added burden on Alaska’s small businesses without 

a real compelling interest on the part of the State of Alaska?
While it is estimated that there are about 44,000 Alaskans that need mental health services, 
we do not know how many of these people are currently getting those services through 
Denali Kid Care, medicaid, medicare, and private sources. According to information 
provided to this committee by the Alaska Mental Health Board, 14,700 of those are children 
that most likely qualified under the expanded eligibility guidelines set by Denali Kid Care. 
We certainly do not know how many more, if any, Alaskans will receive those services if we 
umbrella small businesses under federal mandates and increase the pool of eligible 
employees.
Nationally, statistics show that state mandated general health insurance benefits have 
increased insurance premiums by 15 to 30 percent and the number of insured Americans has 
been on the rise with 40 million Americans in January of 1997 were uninsured.1 Part of the 
reason behind the increase in uninsured might be that mandating certain levels of coverage 
eliminates the availability of no-frills, large deductible insurance plans that are available to 
middle-classed citizens. According to Dr. William Custer with Georgia State University, the 
probability for being uninsured increases by almost six percent when state mandates require 
mental health service coverage.2

Session C ontact: 
(907)-465-3719 

FAX# (907)465-3258 
State Capitol 

Room 416

1 lute .e<-- a lCapital.com: “Should Uncle Sam Control Your Health Insurance? " by John C. Gooodman; Jan. 2, 1997.
: Health Insu. ance Coverage and the Uninsured, William S. Custer, Ph.D., Center for Risk Management and Insurance 

Research, Georgia State University
I



Estimates put the cost of mandating mental health care anywhere from 1 percent to 12 
percent. Added insurance mandates could cost the small business with 20 employees 
between $2,500 and $15,000 a year. Maybe the increase is only a 1% increase in costs or 
the employer could pass the increase on to the employees, but are we increasing availability 
of mental health services if that 1 percent increase is enough to cause the small business 
owner to not offer insurance.
In a 1998 analysis by The Urban Institute, it was determined that benefit mandates for drug 
and alcohol treatment decrease overall insurance coverage. "While most firms may not drop 
coverage because such a mandate is enacted, the mandate may contribute to higher 
premiums over time, and these higher premiums lead some people to drop their employer- 
sponsored or individual coverage.
Dr. Michael Morissey, Director of the Hill Center, and his colleague, Dr. Gail Jensen, have 
concluded that state insurance mandates “probably don’t” make most workers better-off:

. "The laws often add substantially to the cost of coverage, and the higher costs of 
insurance are paid by workers in the form of lower wages. Some firms and their 
workers choose to go without insurance entirely as a result of the insurance 
mandates. While some workers will benefit, many are made worse-off.,r/

Morrisey and Jensen concluded in a report to the Health Insurance Association of America 
that state mandates cost one in four Americans their health insurance.5 Further statistics in 
the report are as follows:
• One-fifth to one-quarter of the uninsured have no health insurance because of the 

high cost of mandated benefit requirements. That equals more than 10 million 
Americans.

• State mandates raise premiums by up to 13 percent for businesses that offer health 
insurance to their employees.

• 18 percent of small businesses without health coverage would buy it in the absence 
of state mandates.

Dr. Mark Schiller, board member of the Association of American Physicians and 
Surgeons, said in a guest opinion of the New York Times that mental health parity will 
cause more Americans to become uninsured and distracts us from searching for 
solutions to the real problems in our health care system.6

3 Variations in the Uninsured: State and County Level Analysis, The Urban Institute, June 1, 1998,
http.7Avvvw.urban.org/hcaltli/variatfr.htnil

4 “ Do State Insurance Mandates Make Most Workers B e tte r-O ff " HealthPollicy. Volume 10, Number 2; December 17, 1999;
5 Mandated Benefit Laws & Employer-Sponsored Health Insurance, Gail A. Jensen, Ph.D and Michael A. Morrisey, Ph.D, Jan. 1999

for the Health Insurance Association o f  America
6 The New York Times, *‘Mental Health Misstep", Mark Schiller, June 15, 1999

http://http.7Avvvw.urban.org/hcaltli/variatfr.htnil


If more people become uninsured, the pressure will be on us to once again redefine poverty so 
more people will be eligible for medicaid services. The end result is that we take medical choice 
away from more middle-class Alaskans and make their medical needs the decision of government.
Does the State of Alaska have a compelling interest to impose more state mandates on that sector 
of our private economy that is made up of small businesses, when we do not even know what the 
benefits or negative impact will be? Considering the outcome is more predictably a negative one,
I feel we have a compelling interest to go down this road very cautiously.
I would like to see us adopt a health care policy that will put the patient in control of the type of 
insurance and services he or she wants and needs. We need a program that provides more 
commercial medical choice for our working citizens.
I remain committed to working on better private health care delivery for all Alaskans through private 
insurance access.
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Alaslu Ofpanmcnt of Health &. Social Services 
Division of Family & Youth Services

Foster Group Homes 
Questions and Answers for Applicants and Division Staff

Why did the division add foster group homes to licensing regulations? (Yf\C ■ 5-”̂  ■ VI ^
• Regulations will ensure consistency in addressing space and supervision in foster homes formerly 

operating under waivers that allowed them to care for more than three foster children.
• Regulations will continue to address children’s placement needs identified in former regulations

• keeping siblings together and
• ensuring continuity of care for a child, including placement with a relative, when feasible.

• This v/ill be accomplished by converting foster homes with large numbers of children to group foster
homes and licensing new applicants for large numbers of children as group foster homes rather than
using a variance.

• Regulations will allow the development of foster homes where more than three foster children may 
be in care to meet specific placement needs identified by the division:

• group homes for adolescents preparing for independent living;
• group maternity homes for pregnant and parenting teens; and
• other group homes only on regional administrator initiative or approval.

What is the difference in definition?
• "foster home" has the meaning given in AS 47,35.900. ("foster home" means a place where the 

adult head of household provides 24-hour care on a continuing basis to one or more children who 
are apart from their parents;] usually for no more than six children;

• "foster group home" means a foster home in which one or more foster parents operate not more than 
one group home for no more than eight children;

What extra regulations must a foster group home meet?
• One year of foster care experience with no more than two foster children in care.
• No more than eight children may reside in a foster group home. Of the eight,

• no more than two childien under 30 months of age are permitted; and
• up to eight children who are unrelated to the foster parent are permitted.

• If more than six children are in care, one foster parent must generally be available in the home.
• A foster group home shall provide at least

• 35 sq. feet of usable indoor space per child, exclusive of hallways, bathrooms, storage areas,
office space, furnace and laundry rooms, crib space, and any area children are prevented from 
using, and 75 square feet of outdoor recreation space per child for the maximum number of 
children outside at any one time...

• A foster group home shall provide at least
• 70 square feet per child in a single resident bedroom;
• 50 square feet per child in a multi-resident bedroom;
• a bedroom ceiling height of at least 6.5 feet if bunk beds arc used;
• one bedroom for every four children in care; and
• one full bathroom for every six children in carc.

• If a group foster home has more than five foster children in care, a fire safety inspection is needed. 
We expect a "Group R. Division 4 Occupancy from the UBC will apply. That is a res'dcntial group 
care facility for ambulatory, nonrestrained persons who may have a mental or physical impairment 
(each accommodating more than five and not more than 16 clients or residents, excluding staff)."

Page 1 of?



Alaska Department of lleallh & Social Services
Division ofFamily & Youlh Services

Will the division give a variance for a regular foster home to be able to accept a fourth foster child for
care or will the home need to convert to a foster group home?

• The division needs to be consistent in applying the rules statewide to meet the intent of creating the 
group home category.

• A foster home would be converted to a foster group home for the period that the home provides care 
for more than three foster children or for more than six children total, including children of the foster 
parent. A new (one page) application would be needed.

Will the division give a variance for any of the group home requirements?
• A variance is always possible if there is an alternative method of meeting the safeguarding intent of a 

requirement or if the home is a relative foster home.
What if an applicant wishes to apply to care for eight children ages three to ten years old?

• The needs of children in state custody rather than the skills or interests of applicants will determine 
resource development and use.

• The applicant is to be informed of the division’s resource need as stated in the beginning of this flier.
• The division would not place more than three children in a home licensed in that age range.

Is the division concerned about allowing more than six children in care (three in foster care) when the
division reduced the number of children allowed in care in 1990 to address poor care in foster homes?

• Yes, however the division determined that a group home category' would meet the specific needs 
stated in the beginning of this flier.

• Administrators, placement workers and licensing representatives should articulate that need to 
applicants and should honor the intent Policy statements are being drafted for the manuals.

Must a group foster home applicant agree to care for the maximum of eight children?
• No. An applicant may request the lull number or any lower number based on their wishes and the 

type of placement need the division has requested the home to meet.
• Applicants also consider family circumstances, training, experience, skill, space etc.

What arc examples of group foster homes that exist or might be recruited?
• An applicant may have three children of their own and be applying to care for a sibling group of 

four more children who are friends of the family. The total is seven.
• An applicant may have six children of their own and be applying as a relative foster group home for 

one more child. The total is seven.
• An applicant with no children of their own might request licensure for five children, rather than 

eight. There are currently at least two highly skilled foster homes where both foster parents are 
generally available in the home. These homes specialize in meeting specific treatment needs such as 
sex offender treatment. These homes were recruited or approved by a regional administrator.

• An applicant with one adolescent might request to care for four or five additional adolescents in a 
program that emphasizes independent living skills.

• Experienced foster parents in a large city have been recruited to be a “stand-by” foster homes 
licensed for four children placed in emergency shelter care for only two or three days per child 
placed. The creation of these specialized homes were regional administrator initiated.

• An applicant may be applying to provide prematernal/maicrnily care ror tluee pregnant or parenting 
teens. Infants of the teens will be counted resulting in up to six children in the home.

C O ' d  d 0 t i Z 0  8 6 - 8 1 - 8 0
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September 1. 1998

Representative Joseph Green
Room 1 1 8

State Capitol ;
Juneau, Alaska 9980)1-1182Ii
Dear Representative Gfeen:

We appreciate all your help regarding the Foster Group Home in Oceanview. 
Attached is a report which summarizes events and issues surrounding the 311 Bree Ave. 
facility. I thought this report would be of help to you as you take up these issues with 
other policy makers in the upcoming Legislative session. I also want to thank you for 
meeting with Bree Avet neighbors in early August; I regret that I could not attend that 
meeting as I was Outsitlc on vacation. I gather it was a very good meeting for all who 
attended. ,

I look forward to working more with you on these issues in the upcoming months. 
Should you have any questions, please contact me at (907) 345-8830.

Soma Vasconi
Bree Ave. Neighborhood Group
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Issues Regarding Foster Crnnp Homes in Neighborhoods
During this past April, residents of Bree Ave. in Anchorage learned that a Foster 

Group Home was established at 311 Bree Ave. This Group Home, and events related to it, 
raised a number of general concerns that have generated neighborhood interest. These 
concerns are: »

- Neighborhood safety
- Municipal zoning regulations
- DFYS’ lack of assistanceI
Since April, Br̂ e Ave. residents have brought these general issues to public 

officials at both the State and Municipal levels and have yet to reach any resolution. 
Therefore, we feel it is important to summarize events around these concerns and present 
them as a package to various public officials and interested parties who need to be 
involved in these issues. While we are specifically presenting these issues relative to the 
situation encountered With the Bree Ave. Foster Group Home, these three general issues 
are potentially present in many Foster Group Homes throughout Anchorage and Alaska. 
Consequently, it is important to address these issues broadly and consider some of the 
policies surrounding thpm. Hopefully, you will be able to use the resources you have to 
help balance the needs of foster children with neighborhood concerns.

Neighborhood SafetyI
DFYS’ licensing of the Foster Group Home at 311 Bree Ave. immediately raised a 

number of safety concerns among neighbors since there are approximately 15 children 
(most under the age of il2 years old) on Bree Ave., plus a number of other children 
residing on an adjacent'street, Pacific View. The Group Foster Home is also next to Johns 
Park which is enjoyed fiy many families with children who may not live in the immediate 
vicinity. Given the number of small children in the area, the neighborhood was immediately 
concerned that potentially dangerous foster children (e.g. Emotionally disturbed children) 
may be placed in the foster home. As Stephen McComb, a DFYS representative, indicated 
at a neighborhood meeting in May that placement of foster children with sexual 
aggression, or anger management problems in the Bree Ave. facility, with its proximity to 
neighborhood children and a park is “setting them (Foster Children with these particular 
problems) up for failure.”

Despite DFYS’ acknowledgment that the location carried risks to both foster 
children and other youngsters, a foster child was placed there who, early on the morning 
of July 6 was apprehended by Anchorage police after he chased his Foster Parent out of 
the house and threatened him with grave harm. Details around this incident arc sketchy 
due to confidentiality requirements, however, the neighborhood learned that the foster 
child had snuck away from the Foster Home for at least three hours without the 
knowledge of his foster parent. It is not clear where the child may have wandered during
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his absence from the house. The more basic concern is that on the night of the incident the 
child was away from tfcje Foster Home for a substantial period of time without the Foster 
Parent’s knowledge.1

There have been reports of other incidents at the Bree Ave. Foster Group Home 
that have required the issistance of the Anchorage Police Department: A Disturbance on 
June 4, 1998 and another A ssault on August 22-23, 1998. The nature of the incidents and 
the frequency of police visits to the Foster Group Home translates to a level of risk that is 
unacceptable for neighborhood safety.

In any discussion 
requirements become a

Municipal Zoning Regulations
regarding plav - aent of Foster Group Homes, Zoning 

critical factor. In fact, 7 AAC 50.500 states the following:
“A license is isslied or denied on the basis of the applicant’s compliance with the 
requirements ofj AS 47.35 and this chapter. The enforcement of local ordinances, 
such as zoning regulation* and local building codes, is the responsibility of local 
officials'’ (Emphasis added)

i
It is clear that 7 AAC 50.500 references local ordinances and leaves enforcement 

responsibilities with locjal officials. When Bree Ave. residents looked to local zoning 
requirements we found jsome interesting facts. We started our review of zoning regulations 
with Anchorage Municijpal Code, Title 21.40.030 which addresses R-l and R-l A 
single-famiiy districts. This initial review centered on whether or not Foster Group Homes 
required a conditional use permit. This review focused on a category of use known as 
“Quasi-institutional houjscs” (“QCi”). Further review indicated that Foster Group Homes 
do not fall under the present definition of QIH and, in fact, fall under the definition for 
“Family Residential Caijc” which does not require a permit. This legal “placement” has not 
always been the case and was changed to its present arrangement during the 1986-87 time 
frame as part of the work completed by the Child Care Task Force. Prior to the Child 
Care Task Force Ordinance of 1987, child care facilities housing more than 5 children 
were considered commercial uses and only found in commercial districts. Under the 
requirements then in place, Foster Group Homes were QIHs and required a conditional
use permit. Therefore, f 
viewed as a commercial 
process).

rior to the Child Care Ordinance, a Foster Group Home was 
enterprise which required a permit (and likely public hearing

With the proliferation of neighborhood Foster Group Homes funded by public 
money, the time has come for the municipality to take up this issue again and either
* Apparently, the Foster Parent was not aware of the child’s absence until the child attempted to get back
into th e  h o u se  w h en  a  roo tioh  d e te c to r  w as ac tiv a ted . F o r fu r th e r  b a c k g ro u n d  a ro u n d  th is  in c id e n t. Sea 
A tta c hm en t 1, A n cho rag e  D a ily  N ew s a r tic le  p u b lish e d  o n  Ju ly  10, 1998.
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revert to the previous handling of Foster Group Homes (under the umbrella of a QIH) or 
designate a new separate classification that explicitly requires the approval of 
neighborhoods that are affected by its placement.

While it1 may not be acceptable in some circles to view Foster Group 
Homes as commercial enterprises, substantial public money is spent to support not only 
the children, but also tlje mortgages taken on the houses in which they are placed as well 
as the primary caregivers. In fact, a case can be made that payments to caregivers amount 
to subsidies that provide caregivers with the incentive to accept either the maximum 
number of children allowed by State regulations or those cliildren who have problems that 
carry the greatest fundihg. Some of the children found in the 311 Bree Ave. house are 
designated as Emotional Disturbed and cany greater funding than those who do not carry 
that designation. The end result of tin's system is a patchwork of rcvolving-door facilities 
(that some neighbors hWe characterized as ‘'mini-orphanages”) in which placement is 
driven by the financial need of the foster parent more than by the needs of the children. 
This is the perverse result of well-intended subsidies that have the potential to be “gamed” 
by foster parents who may see the opportunity for financial gain. While this may not be 
true in the majority of Foster Group Homes, it is naive to ignore the possibility that a 
Foster Parent’s financial requirements may translate into a willingness to accept more 
children with more difficult needs than they can actually care for in a responsible manner. 
The financial incentives in place can lead to an escalation of risk that is actually bom by 
Foster Parents, Foster Children and neighborhoods. Eventually, the welfare of all three 
groups may be compromised because of the need to get the highest stipend available to 
support the infrastructure needed to provide care to six seriously disturbed children.

One way to insure that this “escalation of need” does not occur is to place more 
stringent limits on the number of foster children allowed in a Foster Group Home. 
Presently, the limit for i facility like the one at 311 Bree Ave. is 6 children. A more 
appropriate ratio for a poster Group Home may be one emotionally disturbed child per 
single foster parent or two emotionally disturbed children per married couple and 
emotionally disturbed children cannot be co-mingled with foster children who have not 
been classified as such.| We also believe that the city needs to greatly restrict the use of 
neighborhood Foster Giroup Homes that are used as emergency placement fa rilities for 
emotionally disturbed children. If the municipality is unable or unwilling to incorporate 
changes such as these ihto the zoning ordinances, then the municipality should revert to 
pre-Child Care Ordinance requirements which classified a Foster Group Home as a 
commercial enterprise requiring a conditional use permit.I

DFYS* Lack of AssistanceI
One of the most! frustrating aspects of this situation has been the difficulty we have 

had in getting inforraauhn from DFYS. No matter what type of information we requested,
"  It is  im p o r ta n t to  n o te  th a t  n e ig h b o rs  a re  on ly  ad d re ss in g  F o s te r  G ro up  H om es th a t are u sed  to h o u se  
y o u th s  w ho  a re  em o tio n a lly  d is tu rb ed , h av e  a u g e r  m an a g em en t p ro b lem s o r a re  s e x u a l p red a to rs .

3
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DFYS has been slow to respond. Whether it be a request for general information on 
Foster Group Homes or for information on the qualifications of the Foster Parent at the 
Bree Ave. facility, DF^S has consistently been unresponsive. En fact, DFYS was reluctant 
to listen to our concerns until a teleconference in late April, 1998 which was attended by 
Bree Ave. residents, Representative Joe Green and Mr. Russ Webb, Deputy 
Commissioner of DHSjs. As a result, another meeting was arranged through Rep. Joe 
Green’s office and DFYS sent two representatives to a neighborhood meeting that was 
held on May 8.3 |

At the May 8th!meeting, neighborhood concerns were aired with Stephen 
McComb and Gwen Me Alpine of DFYS. Mr. McComb and Ms. McAlpine gave their 
personal promise to nol place children in the Bree Ave. Foster Group Home who were 
either sex offenders or had anger management problems. While this promise indicated 
good will, the apparent, limit of DFYS’ oversight regarding child placement restricts the 
actual effectiveness of this promise. The limit of DFYS’ placement authority is implied by 
an August 4,1998 letter from Mr. Webb to Rep. Green. In that letter to Rep. Green Mr. 
Webb indicates that “..j it is important for you to know that the child involved in the 
incident (the July 6 assault) was neither in the custody of nor placed in the foster home by 
a state agercy.” (See, Attachment 3) This statement is particularly disturbing since we 
were under the impression that DFYS would be the only entity that approved the 
placement of foster children in the Bree Ave. Foster Group Home. If it is indeed true that 
other entities may use the Bree Ave. facility, DFYS acting alone cannot insure that 
emotionally disturbed foster children will not be placed there. From Mr. Webb’s statement 
one can infer that DFYS does not have the ability to know the particular profiles of all 
children who are housed in a facility that DFYS licenses. The possibility of “mixing” 
profiles without DFYS j knowledge implies an unfortunate lack of control which leads to 
situations where children of varying needs and temperaments are assigned to facilities 
licensed by DFYS without DFYS’ coordination. Rather than expecting the neighborhood 
to rely on DFYS promises, the preferred alternative is to implement more stringent 
licensing and placemen̂  requirements (e g lower chiid-to-foster parent ratios and low risk 
type of children) in neighborhood Foster Group Homes, at least for the moment.
We were also frustrated with DFYS’ statements made to the regarding the assault incident 
of July 6. In comments made to the Anchorage Daily News, Linden Stariokas, acting 
DFYS regional manager, indicated that she considered this incident “closed” (See, 
Attachment 1). While she may believe that the incident is “closed” it remains “open” for 
those of us who live in he neighborhood. Especially when one considers the nature of the 
incident and the fact th4t in the five months since the Foster Group Home has been 
operating, police have ihtervened on at least three occasions, two of which were assaults.

See A tta c hm en t 2 ; M ay  1998 le t te r  f rom  R u ss  W ebb , D epu ty  C om m iss ion e r, D FY S  to  H on o rab le  Jo e  
G reen . O n e  sh o u ld  a lso  n o te  th a t in  th is  le t te r . M r . W ebb  in d ic a te d  th a t D F Y S  com m itted  to  rev iew  th re e  
p a r t ic u la r  a re a s  o f  n e ig h b o rh o od  co n c e rn s : 1) S ta ff in g  ra tio s  a n d  su p e rv is io n  req u irem en ts : 2 ) T ra in in g  
re q u irem en ts  f o r  F o s te r  p a ren ts ; 3 ) in fo rm a tio n  o n  fo s te r  h om es th a t  c a n  b e  sh a red  w ith  th e  c om m un ity  in  
w h ich  th ey  a re  p lace . A s o f  p ie  d a te  o f  th is  w r it in g , D FY S  rev iew s o n  th e se  to p ics h av e  n o t b een  
com p le ted .
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The statement by Ms. Staciokas does little to engender public confidence in DFYS’
willingness or ability to address public concerns.

exclusion
The situation at; 311 Bree Ave. has caused neighbors to have concerns in three 

areas: Neighborhood safety; Municipal zoning; and DFYS’ lack of assistance. We are 
specifically concerned 4bout the following issues:iI

1) Allowing Foiter Group Homes to be placed in a neighborhood without public 
notice and a conditional use permit,

2) The ratio of ̂motionally disturbed Foster children to foster parent;
3) The use of faster Group Homes as a temporary facility which increases the 
number of emotionally disturbed Foster children in a household;

i
4) The nature of incentives which promote the placement of greater numbers of 
foster children \jrith more demanding emotional needs into neighborhood Foster
Group Homes;

i
5) The possibility that DFYS is not the only entity thct can place children in Foster 
Group Homes; |

i
6) The levels oftraining (vs. an orientation) required for Foster parents who arc 
running Foster (proup Homes.
Resources needlto be made available to provide a complete assessment of policy 

options which are available to Municipal and State authorities. However, as recent events 
have proven, the existing situation at 311 Bree Ave. is far from satisfactory for the 
neighborhood and quitei possibly, the Foster children. Reliance on neighborhood-based 
Foster Group Homes may have been an attractive idea when they were first embraced as a 
way to place “sibling groups55 in one household, but recent events have prompted 
questions that need attention and new solutions. While some may feel it is too early to 
embrace any specific “fip”, prompt action is required to insure that situations such as that 
found on Bree Ave. do not result in physical harm to neighborhood residents or other 
foster children. Lowering child-to-parent ratios for emotionally disturbed children may be 
a first step to insure moj-e adequate care and safety, however, policy makers should also 
objectively examine the possible use of orphanages as a way of housing foster children 
with severe emotional needs. While there has been a movement away from orphanages, 
they may offer the ability to pool limited financial resources, focus rehabilitative efforts, 
and monitor program effectiveness in a more comprehensive manner.

iIHot etully, we can work together to achieve a balance between the welfare of 
Foster Children and the neighborhoods who are being asked to bear risks that had not 
been previously assumed. The problems encountered in adequately caring for the needs of
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emotionally disturbed children require a rational discussion between all who play a direct 
role in promoting the well-being of all children.

i!
i Respectfully Yours,
i

Bree Ave. Neighborhood Group
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Sponsor Statement 

HB 175 -  Notification of Foster Group Home

HB 175 requires the Department of Health and Social Services to notify a 
community council if they receive an application to establish a foster group 
home in the community council area.

The bill establishes a “foster group home” as a foster home in which one or 
more foster parents operate, on a 24-hour basis, a facility for four or more 
children who are living apart from their parents.
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FOSTER GROUP HOMES 
STANDARD BY STANDARD EVALUATION

This is a supplemental standard by standard to be used as well as the foster home standard by standard when evaluating 
applicants for a foster group home license.
Foster Parent(s):

Licensing Representative Signature: Date

50.415 Supervision of Children in Foster Homes
(a) £' ring the first year of license, no more than 

two unrelated children
(c) No more than 8 children may reside in a foster 

group home. Of the 8,
(1) no more than 2 children under 30 months;
(2) except as provided in (a) of this section, up 

to 8 children who are unrelated to the foster 
parent are permitted

(d) If more than 6 children are in care, one 
foster parent must generally be available 
in the home

(e) The Division will establish the number of 
children for whom a foster group home is 
licensed on a case bv case basis

50.510 Life and Fire Safety
(a) Standards for life and fire safety administered 

by the Dept, of Public Safety apply to:
(2) foster group homes providing 24 hr. 

care for more than 5 children 
(c) A foster group home with 5 or fewer meets the 

applicable life and fire safety standards 
in the foster home SXS.

How many years of licensed care has this foster 
home provided?
License
Capacity Ages

U of own children 
# of own under 30 months

tO":-

Name of foster parent generally available:
What days & hours is parent 
in the home?

If more than 5 unrelated children, a fire inspection 
is requested to assure the home meets the applicable 
requirements for fire safety under Group R
Fire Inspection report on file?

50.530 Space
(a) A foster home must have indoor and outdoor 

space to meet the needs of children in care
(b) A foster group home shall provide

(1) 35 sq ft. per child of usable indoor space
(2) 75 sq ft. per child of outdoor recreation 

space
(c) Parks or other outdoor locations may be used 

if easily accessible and a plan for use is 
approved by licensing worker

Diagram of home showing sq. ft. and designated 
areas is on file. Yes □ No D
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(d) A foster group home shall provide
(1) 70 sq. ft. per child in a single resident

bedroom
(2) 50 sq ft. per child in a multi resident

bedroom
(3) bedroom ceiling height of 6.5 ft. if a bunk

bed is used
(4) one bedroom for every 4 children
(5) one full bathroom for every 6 children

Narrative summary and recommendations. Include the adequacy of furniture and supplies for the number of children to be 
licensed. Include a description of the outdoor space and/or a description of any nearby parks.
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  New Application
  Conversion -Provisional to Biennial
  Biennial Renewal
 Change/Other_________________

FOSTER HOME 
STANDARD BY STANDARD EVALUATION 

7 AAC 50.005 - 7 AAC 50.990
Foster Parent(s):
Licensing Representative Signature: Date:
Agency: Field Office:
Type: CD Foster Home Q Employees (Add 06-9050) □ Group Home (Add 06-9049)
Division Approved Specializations: (Check any and all that apply.)
□ Emergency Shelter Care
□ Supervised Transitional Living

□ Pregnant and Parenting Adolescents
□ Boarding Care

Dates of facility visits:
(Note if scheduled or unscheduled)

Persons interviewed: *

Relative Care Variance Yes □ No □ Supervisor Approval of Relative Variance
Documented in SxS Yes □ No □

Signature:

Provisional
Reports. Forms Documents on File

Biennial Renewal
□  Application for License 06-9162
□  Clearance for License (all adults) 06-9437
□  Fingerprint Cards (adults in  home)
□  Background Information 06-9389
□  Plan for Foster Care 06-9045
□  Plan Reduction 2nd Hand Smoke 06-9444
□  Emergency Evacuation Plan
□  Three (3) Positive References
□  M edical Release, i f  requested
□  Well W ater Results, if  needed
□  Variance Request - Relative Placement
□  Variance Request - Non-related Placements
□  Inspection Reports, if  requested (DEC/Firc)

□  Application for License 06-9162
□  Clearance for License
□  Review Information 06-9390 * ’
□  Plan for Foster Care 06-9045
□  Fingerprint Cards (new adults in  household)
□  Self-Monitor Report is on file
□  Variance R equests)
□  Plan o f  Collection (if applicable) D 084-LIC -12
□  Training Hours Reported

Worksheets. If Completed Employees Group Home
□ Adults in the Home DO84-LIC-09
□ Variance Worksheet D084-LIC-11
□ Menu Evaluation DO84-LIC-01

□
□
□

Personnel Policies 
Staffing Plan
Employees in F.H. 06-9046

O Fire Inspection Report 
□ Space Diagram
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Foster H o m e  Standard by Standard Evaluation

Purpose:
T he pu rpose  o f  th is form  is to  sum m arize findings o f  an  on-site  evaluation . T h e  sta tem ents w h ich  a p p e a r on  the  left-hand  
side o f  the form  sum m arize the regulations and a re  no t identical to  the  A lask a  A dm inistra tive C ode. T h e  form  is used:

1. before issuing a  provisional o r  biennial license;
2. w hen a  com plain t/allegation  is investigated (optional);
3. w hen conditions in a  facility  indicate th a t revocation o r  denial o f  a  license m ay  becom e necessary ;
4. w hen considered necessary  by  a  supervisor.

P rocedure:
The licensing w orker com pletes the form  a t  the tim e o f  o r follow ing the  on-site  v isit. A  copy  is p rov ided  to  tire ap p lican t o r 
findings a re  sum m arized  in  a  le tte r to  the  applican t. T he orig inal is filed in  the  fac ility  record  a f te r  ap p ro v a l o r  denial. I f  the 
evaluation covers m ore th an  one date, the  licensing w orker lists a ll da tes o f  evaluation .

Form  R eten tion : •
The form  is retained  according to  the  D ivision retention schedule.

Detailed In struc tions:
Each item  being  evaluated  m ust be coded in  the center colum n.

C oding R esponses:
X  S tandard  Com pliance
N /A  N o t A pplicable
N C  N on-C om pliance
D D iscussed  -  A pplican t is inform ed and  agrees to  cooperate; a lso  denotes item s
w hich m ay  not be m easured before actual operation 
Leave item  blank i f  no t evaluated

T he item s requiring  discussion have been pre-entered. T h e  licensing w orker show s th e  d iscussion  h as  to  ta k e  p lace  by  
entering a  check  m ark. T he code “ D ” is used only when a  requirem ent canno t be  m easured  b efo re  ch ild ren  a re  in  care . 
W hen a  requirem ent can  be m easured by observation, interview , o r rev iew  o f  a  tang ib le  item  su ch  a s  a  w ritten  po licy  o r 
p lan, the code should  be standard  com pliance o r  non-com pliance. “D ” is considered as com pliance.

In general, th e  docum entation  (left) colum n m ay  be com pleted to  specifically  docum ent com pliance  o r  non -com pliance . T he 
colum n is used  by  th e  review er to  note observation, interview  statem ents, file rev iew  findings, an d  o th e r ev idence th a t the  
facility  m eets o r  does no t m eet the  requirem ents. T h e  docum entation  co lum n m ay  a lso  re ference  attachm en ts o f  personnel 
record review s, ch ild ren’s file review s, o r  o ther supporting docum ents.

W hen non-com pliance is indicated, the  docum entation colum n m ay be  used to  g ive  the  a p p lic a n t’s p lan  to  com e in to  
com pliance. W hen N /A  is indicated, an  explanation is required. T he evaluation  m u st b e  signed, dated , and  subm itted  fo r  
review along w ith  the  license issuance approval form  06-9124.

Instructions for Standard by Standard Evaluation
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Article 1 - Licensing Process

47.35. 017  a n d  5 0 .0 3 0  A p p lic a tio n  fo r  L icen se '

(e) A pplica tion  is com plete w ith required  attachm ents D ate:

50.035 W h ere  tw o  (2) adu lts  a re  head o f  household, both 
a p p ly  fo r license

47.35 .029  C o n te n t  o f  L icen se : P o s tin g
(1) F oste r hom e license is availab le  on  request

50.050 L icen se  I s su e d  U n d e r  E m e rg e n c y  C o n d itio n s
D ate: to(a) E m ergency license w as issued

47.35 .027  V arian ces  
V ariances fo r  non-relative care  requested  and  approved

50.055 V a r ia n c e  fo r  F a s te r  C a re  by  R e la tiv es
(a-b)V ariance(s) docum ented and  approved  b y  superv iso r
(c) N o  risk  to  ch ild ’s sa fe ty  o r  w ell-being

50.060 S e lf-M o n ito rin g  R e p o r t
NOTE: N /A fo r 1st yea r p ro v license o r 1st b ienn ia f  license

47.35.105 C o m p la in ts
(e) L icensee did no t re ta lia te  against person  filing  a  

com plaint

A ny com plain ts received? .

47.35.110 In v e s tig a tio n s
(a) C ooperates during investigation

P erm its inspection o f  facility , record  review , interview s 
o f  ch ildren  in  care, &  provides docum entation  requested

A rtic le  2 - A d m in is tra tio n

50.120 F o s te r  H o m e O p e ra tio n  a n d  M a n a g e m e n t
(e) A  fo ste r hom e’s p rac tices m ust conform  to  sta tu tes, this 

 chap te r and  its p rac tices_______________________________
A cceptab le  p lan  fo r  superv ision  subm itted

.400( a) ensures app rop ria te  supervision

.400( f) D esignate  an  ad u lt w ho is availab le  to  a ss is t in an  
________ em ergency____________________________________

I f  any  changes, w as new  p la n  subm itted?

D esignated  adult:

50 .130 R e c o rd s ...   • .... i.. «:.*•:» i

(a) (2) E stab lish  and re ta in  records fo r  3 years
(3) P erm it review  o f  records

(b) R ecords a re  on  form s p rescribed  /  approved  by  D ivision
(c) ( I )  R ecord  fo r each  child  is d a ted  and  identifies w ho is 

________ m aking  the  entry________________________________ ___
(c) (2) R etu rned  to  the  agency  upon discharge, including all 

m edical/dental records

R ecords review ed:

R ecords g iven  to:

.455 (f) A  fo s te r hom e shall:
(1) M ain ta in  m edical, dental, im m unization  and 

trea tm en t records
(2) D ocum ent m edical o r  dental care  o r  trea tm en t i f  the  

do c to r o r  den tist does not p rov ide docum entation

13C (d) M ain ta in  confidentiality  o f  inform ation  ab o u t a 
child  and  the ch ild ’s fam ily

T y p e  o f  docum entation  done b y  fo s te r  
parent:

D iscussed  confidentiality  w ith  ch ildren , 
extended fam ily, &  care  providers?
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