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ALASKA MANUFACTURED HOUSING ASSOCIATION
19 November 2001

To All Members _
Alaska House of Representatives

RE: CS for SB 6 (L&C)

Dear Representative:

Alaska Manufactured Housing Association (AMHAB)_is a statewide organization of owners and
managers of manufactured housing communities and mobile home sales dealers. We are the only
organized group representing the manufactured housing industry in Alaska.

At the 18 October 2001 meeting AMHA took the following action:

Motion: The AMHA will not support an%/ Alaska Ie?islation unless a relocation fund, as
approved by the Association, is formatted and included as a part of the hill.

AMHA is adamantly opposed to SB 6 in its present form. The Brovision requiring the park owner to
pay up to $5,000 per unit for relocation ifthe use of the property is to be changed, is especia I%/ _
objectionable. Such a burden, not imposed on any other type of loroperty ownership, would obviously
seriously reduce the value of the owner’s property inthe marketplace.

~SB 6 would confiscate private Property b¥| cutting its value. Itwould victimize one class of citizen to
benefit another class. As such itwould violate the principle of equal protection under the law. In our opinion

itwould not survive a legal challenge.

The notice period of 365 days is also objectionable, since that Rro'ect delay would be a deal-killer in
many instances, and it could be longer of the quit date doesn't fall inthe zéy October time period. The
consensus at the meeting was that the notice period should remain at 180 days, with the quit date in the

May - October period as written.

If, not withstanding AMHA's opposition, SB 6 is enacted into Iw , we request that a publicly funded
Relocation Fund be established. Support could be obtained from legislative aFProprlatlon, from a surcharge
on mobile home sales, or by contribution from the local government that benefits from the tax  'uation
increase, or even from advance deposits from unit owners. Or a combination of these sources.

Sincerely,

Bernard L Marsh, Executive Secretary
Alaska Manufactured Housing Association

Robert Maier, President o
Alaska Manufactured Housing Association

2550 Denali + Suite 1310 « Anchorage, Alaska 99503 « (907)278-3615 « FAX (907)-276-6801



ALASKA MANUFACTURED HOUSING ASSOCIATION

22 January 2002

Senator Johnny Ellis
State Capitol
Juneau, AK 99801

Dear Senator Ellis:

This is to advise you that Alaska Manufactured Housing Association (AMHA) has
formally endorsed the draft proposal for Alaska Manufactured Home Relocation Fund
Igcopy enclosed). This proposal was developed by the Manufactured Housing Task

orce and circulated to all interested parties.

The three entities directly involved are the State, the local overnmg bodies
affected, and AMHA. We are sending copies to Representative Norm Rokeberg to see
ifthe House will consider an appropriation, you, to see ifthe Senate will do so, and
Anchorage municipality to see ifthey will agree to their contribution.

We hope this proposal can be incorporated into SB6, or offered in place of it
Please let us know what we can do to help the process.

Sincerely,

Bernard L Marsh, Executive Secretary
Alaska Manufactured Housing Association

cc.  Angela Liston, Archdiocese of Anchorage
Jewel Jones. MOA Health & Human service Director

Representative Rokeberg

25500aell = Qi 1310 = Adorage, Alaska99508 = (07)278-3615 = FAX (Q07)-276-8301



FROM IRrcdioceSeOfAnchorage

FRX MO. 1907 273-3885 Dec. 11 2001 03:47PT1

PROPOSAL POR MANUFACTURED HOME RELOCATION FUND

1. The Manufactured Home Relocation Fund is established in tho state treasury for

the purpose of providing funds to facilitate tho relocation of manufactured homc3

affected by voluntary closures or changes in use ofall or part ofa manufactured

home community.

2. Montes from the following sources will be deposited into the Manufactured Home

Relocation Fund (MHRF).

a.

Tho buyer of a manufactured home nimll pay $25 to the MHRF when
titlo to the manufactured homo is transferred.

Manufactured home owners who do not own the land upon which tho
home is located shall pay annually to the MHRF an assessment equal
to fifty cents per one hundred dollars ofthe taxable assessed valuation
oftho home, calculated and collected by the local governing body.

In the event of a voluntary closure or change in uso ofall or partofa
manufactured home community, the developer/owner of tho
manufactured home community shall pay to the MHRF five hundred
dollars per manufactured home section for each manufactured home
relocated or abandoned due to the chango ofuso or voluntary closure.
Tho local governing body in which the voluntary closure or chango in
use occurs shall pay to the MHRF, for each of three ycurs after tho

chango in use or voluntary closure, fifty percent of the tax collected ou

P2



FROM IflrcdloceSeOffVichoraije FAX NO. :S07 279-3885 Dec. 11 2001 03:48PM

the difference) botween the taxable assessed valuation of the land

before tho closure or chango in uso and tho taxable assessed valuation

after tho chango in uso.

3. The State of Alaska shall appropriate $500,000 during fiscal year 2002 to be

deposited into the MHRF as created above.

4. Tho developer/owner ofthe manufactured homo community shall:

a. Notify all tenants in writing ofa the voluntary closure or chango In use
at least 180 day before the voluntary closure or change in use, with a
quit date during the calendar year falling no earlier than May 1and no
later than October 15.

b. Notify the director of the MHRF ofa voluntary closure or change in

uso at least 180 days before the voluntary closure or chango in use.

C. Notify all tenants affected by the voluntary closure or change in use of

the existence of the MHRF.

5. Ifatenantisrequired to move duo to a voluntary closure or change in use, tho
tenant is entitled to payment from tho MHRF for the lesser ofthe actual
disconnection, relocation, and reestablishment costs or an amount 0f$8,000 fora

single section manufactured homo and $10,000 for a multi-section manufactured

home.

P3
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<& Ifatenant chooses to abandon a manufactured homo when a voluntary closure or
change in use occurs, the tenant is entitled to collect one-fourth oftlio maximum

allowable moving expenses for the manufactured home as stated in 5.

7. The State of Alaska will create the Alaska Mobile Home Relocation Corporation,
whioh shall consist ofsix members. Tho Alaska Manufactured Home Resident
Advisory Council shall nominate three members. The Alaska Manufactured
Housing Owners Association shall nominate three members. The Coiporation

will he empowered to administer tho MHRF.

8. When tho monies in the MHRF reach six million dollars, the collections cited in
I. a, bandcwill cease. Collections will resume when the fund drops below five

million dollars.
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March 19, 2001

Senator Johnny Ellis
Alaska State Lﬁ/%slature
State Capital 5 3100%
Juneau, AK99801-118

Re: SBG o _
Mobile Home Park Eviction Notice

Dear Senator Ellis,
Thank you for sponsoring SB 6, regarding Mobile Home ParK Eviction Notices.

Mobile homes have provided an important affordable housing alternative for
Anchorage residents. However, as developable in the Anchorage area becomes
more scarce, the land occupied by mobile home parks has become a target for

other uses.

Senate Bill 6 extends the eviction notification period for tenants and mobile home
owners and provides for reasonable relocation expense reimbursement in the

event of a shorter notice period.

The Municipal Assembly, with the concurrence of Mayor Wuerch recently passed
an assembly resolution’(AR 2001-68) supporting such changes as proposed in
SB6. We believe these changes are reasonable and prudent.

Sincerely,

Tim Rogers _
Legislative Program Coordinator
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Timolhy M. Sullivan
Program Coordinator

02:40 PM WEEDftN»SEEDEiIi=tSTRNCH 907 337 0807

March 23,2001

Alaska State Legislature
Juneau, Alaska

Currently there are two bills before you for consideration
concering Mobile Home Parks. SB'6and HB 11 These
two bills“address the problems homeowners are facing
re ardln% the recent wave of development of the large trac®s
of land that ,eparks occupy. These are the last.vestiges of
affordable housing in our community. ~ Now “these
communities are being forced to find other locations for
their mobile homes or the extreme, being forced to find
other housmg entirely. Normally, b}/ definitiori,.this wotild
be consicered a disaster. The cuirent law offers no recoursg
to the homeowners by the developers. ~ At'least the
provisions in the aforementioned R|eces of legislation offer
some time and monetary relief to these communities,

Weed and Seed East Anchorage is wholeheartedly in favor
of IeFusIatlon that will provide more opportunity for these
people to restructure their lives.

Timothy M. Sullivan, Coordinator
Weed and Seed East Anchorage
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The Salvation A rmy e
Alaska Divisional Headquarter

Mailing Address: P.O. Box 101459
143 E. Ninth Avonuo* Anchorage, Alaska 99510-1459

(907) 276-2515 « FAX (907) 276-1424

TorS Commindor
DivlsZICommandor

February 15, 2001

ALASKA STATE LEGISLATURE

Senator Johnny Ellis, Minority Leader
FAX'#1-907-269-0172; Attention: Tyson Fick
Anchorage, Alaska

RE: Sectional Summary of Notice of Eviction to Mobile Home Park Dwellers
Senate Bill 6

Dear Senator Ellis;

On behalf of The Salvation Army Alaska Division and the Divisional Commander,
Lt. Colonel Terry W. Griffin, lam writing this letter in support of Senate Bill 6 (which
includes the amendments fortenants and landlords of mobile home parks).

This bill isimportant because ithelpsto develop strategy to alleviate the strain
involved with the decrease of affordable housing caused by the displacement
of residents of mobile home parks due to rezoning and commercial

redevelopmentinthe Anchorage area.

Please add ournames to the listof supporters for this Bill.
Thank you for your attention and assistance.

Sincerely,

C.Joe Murray, Major
DIVISIONAL SECRETARY

Clc: Lt. Colonel Terry W. Griffin, Alaska Divisional Commander
Dennis McMillian, Director, United Way of Anchorage

1 0 0
Into (t Second Century (J Service
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February 13,2001

Senator Johnny Ellis
State Capitol, Room 9
Juneau, AK 99801-1182

Re:  SB6- An Act relating to required notice of eviction to mobile home park
dwellers and tenants before redevelopment of the park.

Dear Senator Ellis:

I am writing in support of SB6. As you know, the Anchorage community is faced
with the possible rezone oftwo manufactured home communities - Alaska Village
Mobile Home Park and Plaza 36 Mobile Home Community. Several hundred residents
will be displaced if the Municipality of Anchorage approves these rczone petitions and
the development goes forward.

During the past year, 1had the privilege of serving on the Anchorage
Manufactured Home Community (MHC) Task Force, formed specifically to address the
potential suffering that might result from the displacement of hundreds o f families.
Those serving on the task force found that the issues were formidable:

1) there would result a loss of already scarce affordable housing due to the
closure of manufactured home communities;

2) homes not code compliant, but having grandfather rights, would require
costly code compliance when moved;

3) older manufactured homes arc no longer moveable or may not be acceptable
in existing manufactured home communities;

4) the cost ofdisconnecting and relocating a home is prohibitive to many MHC
residents;

5) self-sufficient individuals and families may be forced into poverty due to the
cost ofa move or the loss oftheir manufactured home due to its age and lack

of mobility.

SB 36 mirrors legislation that was recommended in the Task Force Report. It
provides some incentive for the owner/developer to consider the needs of the tenants

when changing the use ofthe property. By expanding the notice requirement to 365
days, it was the hope that tenants would have adequate time to make relocation plans and,
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if necessary, seek the assistance of social service agencies. However, not to unduly
burden |hc owner/developcr, the proposed legislation allows the owncr/devcloper to
essentially "buy down" the time to 180 days, by compensating the tenants for the costs of
their move.

It should be noted that the $5,000 maximum compensation in the proposed
legislation also appeared in the Task Force Report. This amount was not the result of iny
specific study of relocation costs on the part ofthe Task Force. In fact, the cost of
disconnecting, relocating, and reestablishing a manufactured home might well exceed
$5,000.
While serving on the Task Force and working with the tenants of manufactured
home communities, it became apparent to me that mass displacement places an undue
burden on the tenants and the social services ofthe community. Ifa change ofuse is,
indeed, in the best interest ofthe community, then efforts to alleviate suffering of
displaced persons must be shared by the owncr/devcloper and the community.

SB6 is one step toward protecting the interests of manufactured home owners in
Alaska. It does not address the needs of those whose homes will be lost in any change of
use ofa manufactured home community, but it is a first step. Further efforts will,
undoubtedly, be required at the local level.

I urge you to support SB6.

parnAiMHilk

Ay -
Director
Department of Justice and Peace



ALASKA ASSOCIATION OF REALTORS, INC.
741 Sosamo Street, Sulto 100 Anchora8%e Alaska 00503
Tolephono 907-503-7133 + Fax 907-563-8470

REALTOR ®

April 24, 2001
Senator Johnny Ellis

State Capitol
Juneau, Alaska 99801-1182

RE: Senate Biii 6 - Relating to the mobile home eviction notice

Dear Senator Ellis,

The Alaska Association of REALTORS with over |, 100 members statewide supports
Senate Bill 6 relating to mobile home eviction notices.

We agree that a mobile home park tenant being evicted due to a change in the use of land
be given one year’s notice, unless the park owner or operator pays the cost of relocating
the mobile home. We are in favor of the Alaska Tenant Landlord Tenant Act being
changed to accommodate the needs of the mobile home community.

The Alaska Association of REALTORS encourages the passage of Senate Bill 6.

Sincerely,

The Voice for Rea! Estate ™ in Alaska ﬁ%@@%@%@%ﬁ%
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Catholic Social Services
Beéond4éholtiM Program o

M emorandum

Jot Senator Bettye Davis
Senator Johnny Elite

Cc: Representative Erio Croft
Representative Ltea MurkowskI

From: Stephanie Wheeler
Bate* 02/28/01
rtei Senate Bill 6

| am the Program Director for the Bayond Shatter and St. Francis House programs - programs of
Catholic Social Sen/Ices.

Thank you for the opportunity to provide input for Senate Bill 6. Currently the Beyond Shelter Program
la assisting with the relocation planning of forty-two (42) Plaza 36 residents needing to relocate the
Plaza 36 Mobile Home Community by May end July. The concams/teeues of relocating a mobile home
oommunity are many and Senate Bill 6 addresses two of these major concermns for residents neoding to
relocate: adequate notice of cloture and financial compensation to*Irelocation costs.

Adequate planning for Mobile Home Residents Is crucial for residents who are Impacted by the
redevelopment of their oommunity. A 365-day notice will help residents explore options and finalize a
plen for relocation. Additionally, Senate Bill 6 addresses the issue of relocating during appropriate

seasons, so residents are not being forced to move during the winter months.

In conjunction with adequate planning time, financial compensation win assist residents with some of
the relocation coats so that residents are not forced to abandon or sell their homes but can successfully

relocate their homes to another area.

Mobile Homes/parka help meet the housing needs and provide a source of low cost housing to many
families living In Alaska. We encourage the legislature to begin addressing other Issues such as code
compliance (or neglect Issues) and help to establish acceptance for resident-owned mobile home
communities in the private market The cost for Inspections and upgrades can be overwhelming for

many residents who need to bring their homos up to code.

As two Anchorage area mobile home communities currently face tho challenge of relocation, the total
Impeot will not be folly understood until residents actuelly relocate. It Is our hope that residents currently
facing relocation and those who may be facing relocation In the future ere not left homeless by this

prooess. Thank youl

e Pagel
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Alaska State Legislature February 26,2001

House Representative Eric Croft

House Representative Usa Murkowskl

House Representative Sharon Cissha

House Representative Beth Kertulla

State Senator Johnny Ellis

Rp: HB11l An Act relating to required notice of eviction to mobile home park dwellers and tenants
before redevelopment of the park

Dear Legislators:

We totally support House Bill 11, and Its companion Senate Bill 6. We wish to thank you for your
sponsorship. On our behalf you have acted on the Mobile Home Task Force Report
recommendations to provide us statutory protection.

The Increase Inthe notice period and the calendar restrictions for moving are sorely needed and are
excellent as written. But regarding the money, we are vety concerned that It's not enough to prevent

the loss of homes.

When the task force made their recommendations, we didnt have any actual moves to leam from.
Now we do. We've located people who have moved their mobile homes, and ti»e costs far exceed

$5,000.

We urgently request that further research Into these costs be made and the money figure changed I
necessary to protect our homes.

For further research, we provide you a list of toe following people who have already moved:

Dean & Maria Boyle, 907-332-1986 Linnle Paclllo, 907-338-0268
Ron Okegawa, 907-333-6807 Ken Kropidlowskl, 907-338-0533
Allen Hood, 907-333-4370 Kim Baughman, 907-338-8650

We will continue to work at the Anchorage Assembly level to urge passage of local ordinances we
need for our protection. At the state level, we appreciate all your efforts on our behalf - your bills
are a giant first step to eventually provide an umbrella of protection to all mobile home tenants.

Sincerely,

The Alaska Manufactured Home Resident Advisory Council
Mobile Home Residents
Concerned Citizens
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| tShard losee now, all cov-

ered with.snow. But Inthe
summer, back behind a

. vhite, I, 12-foot-Wide “mobile”

home inEast Anchorage, broc-
oll, cauliflorer and carrots
grow. Ferns flaurish among
boulders In frott. Tomatoes
ripen inthe greenhouse.
" For Clark Itlchclderfer and
Judy Billlngton, ItS a litte
Garden of Eden. But fordevel-
oper Jerry Nccscr, It's, st In
the way.
Richclderfcr

and Blllington live mmMARK CALENDAR:
On Feb, 27 teAssem- age Asscmblywom- 1
biyvill strtpblichear- €nwithmany of the.
irgson mobi le home

perk reamirg.

in Alaskan Village
— n mobile home
park on the verge
of redevelopment
by Neeser and on
the front lire as the city de-
cides its trailer pork policy for
the next 20 years.

"The redlity K, the entire
pnrkwill be shut down because
it not a productive park,"
Neeser said. ""It"s fallen Intodis-
repair. t$adangerous park.””

Long seen as a cheap way
t own a home and live inde-

<pcndently, trailer parks In-
creasingly are targets for re-
placement by permanent
housing, and to some degree,
shoppiing or offices, as the city
matures and vacant land be-
comes more valusble.

In the next week and a half,
city officials will grapple with
the competing demands ofaf-
fordable housing, the rights of
trailer park owners to profit
from selling their land and fu-
ture rations® need for
space Inagrowing city.

Tho Anchorage Assembly
will spell out these demands
Tuesday when itvotes on An-
chorage 2020, the draft com-
prehensive plan thatwill help

11 *01

REZONING HOME

Whatdoes
future hold: m

for city's
trailerparte?

city officials manage growth
for the next two decades. m=yv

Then, on Feb. 77, the As-"
scmbly will start public hear-
Ings on proposals o rezonej.
half of Alaskan Village ond"SUft
of Plaza 3, a mobile laric"

ark inMidlown, Many mobile

ome dwellers will have %0““
move — Ifonly nearby — Ifthe
rczones succeed.

Until recently, the compre-. =
henslve plan described mobile®;
home porks as areas for pp<-
tential redeveloprent. < =

Then Cheiyl Clcmentson™
- and Melbida Taylor,

two East Anchor-

city’s big mobile ~
home parks inthen
district, asked for
language In the plan recogniz-
ing thevalue ofmobi le homes.

Cityplanners responded re-
cently by proposing strategies
todeal withmobile homes and .
by writing a sidebar that says,
in part: "Mobile home porks
offer an affordable housing
choice and a desirred neighbor- .
hood lifestyle”" for some resi-
dents. The Assembly will con-
sider those changes when It
votes on the plan Tuesday -

Taylorsays the old language..
wasn Tsufficient because Itas-
sumed the parieswould eventu-
ally just fade away. "Well, it’s
notgoing togo away, " she said.
"ItSgoing lochange."

In i future, residents
could own fnobile home parks
themselves, rather than Just
owning a mobile home and
renting the land beneath Itas
most do now, Taylor and ten-
ant advocates say. That way,
residents” money could Im- »
prove

infrastructure rather Top, Pléza36, arﬁobile hé}ho park InMidtoan, ksono of two parks
. Avove, Judy Billlrgton and Clark Riclieldarfer havo lived at tho Alaskan VIllep Mobile m

MARC LUTtn/ Oy tMAs>

# JIMUVRAKA*/Anchovy Celyfort*

alatod for rezoning.

See Rack Page, MOBILE Homo Park for 19 years. They are brr,h rellrad end never planned to movo.



‘ IfTrailerparks targetsfor replacement

: “Continuedfrom A-|
J_thanV.lrelandlords ~ pockets,
1.jiproponents soy.
Mobile home co-cps would

Jv; also provide stebility— somc-
Iamlng Billlngton and Richelder-
YJfor hove come to rely on after
spending 19 years at Alaskan
Villae.

Each spring, Rlchclderfcr
begins by starting about 1,000
vegetable plants Inside ‘the
mobile homo. He moves them
= into his greenhouse In. me,,

spring, then to raised beds In;"

.I,.'H'
]

| hls%arden |n1hesumme ivivy?

is year, though. AlaSkari
] Village management v,loldi
1 llicclderfer thereS,ho Use

lanting a garden.” Ho proba-""

< B|>won Toeabletouse It *
Neeser bought tho roughly
| =G9-ncre Alaskan Village from

1

Pete Zamarello this week. ,Hd T
I has applied to rezone 37 odes hg

on the eastem halfof tieprop- m

crty from multlfamily to gen-
eral business districtwith spe-
cial limitations.

Neeser hopes to attract a

.Jdare, 130,000 o 150,000-
squarc-foot retailer — about
the size of a Wal-Mart or a
Costco —toserve as a catalyst
for the development, said Tim

*Potter, a planner for Dowl En-

<glncers, which Isworking on
the project.

Restaurants and banks or
creditunions arc also Interest-
ed inthe property and there§

"3 strong interest in a medical
siclinic, Potter said.

Ifthe rezoning Isapproved,
Neeser would hove to build at

" least 200 housing units or de-
vote 10acres thuildhomes —

"«far fewer homes, potertially,
than the 513 units Alaskan Vil-

=Inge can hold at capecity, but
more than the 154 units occu-
pied rightnow.

Neeser says there's room
on the park Swest side for the
09 mobile homes affected by
, the rczone, but he"s not en-

Jcournging people t© move

Athere. The city might build a
school there. Ifltdoesn™t, "Il
try to rczone ltos commercial
land. He said he will consider
letting people move there on a
casc-by-cnsc besis.

City planners like Neeser"s

" idea because itwould reuse de-
teriorated property rather than
build on virgin land and be-

=cause twould create a town
center in the Muldoon area
where people can live, shop and
have access topublic services.

Assemblywoman Clement-
son said she doesn™t like to sec

Photo courtdiy CLARK RtCHtiDIRftn

Clark Rldolderfor tends tho garden behind his trailer at the Alaskan Village Moblio Homo Park st

sunmor .

Alaskan Village [

rezone petitiohgj]
DBwRail..  TI
12
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residential land replaced with
commercial development, es-
pecially when Boniface Mall
lies partially vacant nearby.
She also wants assurances
that proposed housing will
look attractive and have play
areas forkids.

But she said she"s inclined
to support the rczone if
Neeser and planners can as-
sure her the projectwill really
be a town center. The city’sde-
lay Inmaking a decision about
whether to huild a school

have said Uiey 1 provide mon-
ey tohelpmove displaced resi-
dents. At Plaza 0, JL Proper-
ties Inrc. will help some resi-
dents find vacancies in re-
mainingempty Ids Inthcpnrk,
aspokesman said.

The two rezones wouldn™t
necessarilyset a precedent for
all other mobile home parks,
said city planner Tom Nelson.
Most mobi le homes arc locat-
ed in areas that will probably
stay residential, he sold.

But residents who leave
may not have many appealing
altermatives.

Many don"t like apartments
— it’sone of the reasons they
moved tomobile homes inthe
fust place. And a recent report
by a mobile home task force
said the city$ remaining mo -
bile home parks ore about 00
percent full.

Richclderfer says lie's lived
in opnrtments  before and
doesn*twant logo back. Neigh-
bors make toomuch noise and
|t‘sjusttoo confining,

"You can"t sit out in the

theremay make thatmore dif- yard and barbecue or relax,"”

fialt, she said.

Another mobile home park
up for rezoning at the same
time isPlaza 3, near C Street
an" “3Gth Avenue. Developer JL
Piupcrtles Inc. wants to move

about 40 of the park S roughly er

200 mobile homes tohuilda 10-

sloty Ofrgﬁofb%gdirg on the

eastem property.
Developers o" both parks

lie said. "You"re stuck In the
house all the tim "

Besides, Billi glon$ trailer
ispaid off, so she"s only respon-
sible for the $290 n month space
rent. Lots at o fiveor six trad-
porks they"ve looked at are
oo small for her mobi le home
and garden. She and Richelder-
for looked ata lotsligttly under
a quarter acre off DoArmoun

Road, but itcost $63,000.

Buying a home Isn"tan op-
tinformany lowtomodcratc-
Incomc people.

There arc some parts of
Mountain View, Spcnnrd, Mul -
doon and Russian Jack where
homes arc in reach of lov t©
modcratc-Incomc families, but
increasm% y there aren"t
many of them, said Lynn Tay-
lor, who manages community
development programs for the
city planning department.

A better idea would be to
createa mobile home park like
ones inNew Hampshire, says
MacKcnna Johns, an Alaskan
Village resident and tenant or-
ganizer. There, residents buy
memberships loa cooperative,
elect a board of directors and
then make monthly payments
o theco op tﬂey offthemort-
gage and run

InNew Hampshlre none of
the 44 mobi le home co-ops has
failed since the firstone start-
ed 17 years ago, said Paul
Bradley, a vice president with
"Jenonprofit New Hampshire
Community Loan Fund, which
helps tenants finance the
parg. And rents are cheaper
than the market rate, liesaid.

Coag;)s kr)night_ wor=< here
one , but ci anners
weren™t familiar etXOSgh with
the Idea lo pui it In the com-
prehensive plan, said the plan-
ning department”s Nelson.

m Reporter Tim Pryor con bo renchcd ol
tpOoi9odn.com or 257-4310.






MOUSE COMMITTEE REPQ]

ga)lle Referred lo Cominiltec: March 26,2001 FURTHER REFERRALS: Finance

Dale of Committee Action:
The JUDICIARY Committee considered: HCR 10
HOUSE CONCURRENT RESOLUTION NO. 10 SUSPEND UNIFORM RULES FOR SB 19

Suspending Rules 24(c), 35, 41(b), and 42(e), Uniform Rules of the Alaska State Legislature, concerning Senate
Bill No. 19, relating to certain federal child support enforcement requirements, so that the phrase "relating to
child support payments” may be added to the bill’s title.
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AMOUSE COMMITTEE REPO”g

Date Referred lo Committee: March 23,2001 FURTHER REFEItRALS; Finance
Date of Committee Action:

The JUDICIARY Committee considered: CSSB 19(TIES)
CS FOR SENATE BILL NO. 19(HES) CHILD SUPPORT ENFORCEMENT/SOC SEC. #

"An Act reluting lo federal child support enforcement requirements regarding social security number information, employer reports
about employees, and certain kinds of automated data matching with financial institutions; repealing (he termination date of changes
made by ch. 87, SLA 1; ,and ch. 132, SLA 1998, regarding child support enforcement and related programs; repealing the
nonscvcrability provision of ch. 132, SLA 1998; repealing uncodificd laws relating to ch. 87, SLA 1997, and ch. 132, SLA 1998; and

providing for an effective date.”

Recommends it be replaced with  \r\~ CS > x> \A| fHA?) |vfSameTitle [ ]New Title
FoESenateBiIIsWithrnewtitle:I ](Technical Title 77 |Ne\(/v Title: PICJR [ ]

[ ] attach amendments
[ ] add new referral to Committee
[ ] Letterofintent Committee
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STATE OF ALASKA ..

Please Reply To:

PARTMENT OF REVENUE CSD M
CHILD SUPPORT ENFORCEMENT DIVISION WA o,
: ) nAasia
AR AT () aTeees

February 28, 2001

The Honorable Norman Rokeberg
[Alaska State Legislature

State Capitol

Room 118

Juneau, AK 99801-1182

Dear Representative Rokeberg: HG @ mﬁ@

| am requesting that the Judiciary Committee hear'CS for House Bill No. 41 (HES). This is an act
relating to federal child supportenforcement requirements regarding social security number
information, employer reports about employees, and certain kinds of automated data matching with
financial institutions; relating to child support payments; repealing the termination date of changes
made by ch. 87, SLA 1997, and ch. 132, SLA 1998, regarding child support enforcement and related

programs; repealing the nonseverability provision of ch. 132, SLA 1998; repealing uncodified laws
relating to ch. 87, SLA 1997, and ch. 132, SLA 1998; and providing for an effective date.

This bill removes the existing sunset provisions which would repeal the 1997 and 1998 child support
legislation as of July 1,2001. The bill also repeals the nonseverability provision of the 1998 Act and
several provisions from other legislation that refer to the sunset provisions of the 1997 and 1998 Acts.
However, the bill imposes a new two year sunset on: (1) the requirements that applicants for various
licenses provide their social security numbers to the licensing agency and that licensing agencies
provide those social security numbers to the child support enforcement agency of this or another state;
(2) requirements that certain court documents and documents of the Bureau of Vital Statistics include
social security numbers and that those social security numbers be provided to the child support
enforcement agency of this or another state; and (3) provisions allowing the child support
enforcement agency to enter into agreements with financial institutions for financial data matching.
The bill also includes two new provisions limiting civil liability of employers who fail to report newly
hired or rehired employees and allowing support payments to be applied to a future month in certain

limited circumstances.

The 1997 and 1998 child support legislation ensured Alaska's compliance with federal welfare reform
requirements. The provisions of these Acts have been effective at increasing the amount of child
support collected for Alaska's children. Moreover, federal funding for the state's child support
enforcement program and the federal public assistance block grant depend on compliance with the
federal requirements. The 1998 Act repealed these provisions as of July 1,2001. It also included a
nonseverability provision, which requires that if any part of the Act is found to be unconstitutional,
the remaining provisions of the Act also will be considered invalid. CS for House Bill No. 41 (HES)
ensures that these provisions are in effect, thus assuring that the law and court rule changes made by

the 1997 and 1998 Acts will be retained.

GhEEESEn | TYC GIESNREAEGE WSk R (R R



The Honorable Norman Rokeberg
February 28,2001
Page 2 of 2

This bill includes several provisions that have improved child support collections, including:

m  Enhanced due process protections in paternity proceedings.

« Requirements that all employers' report newly hired employees to the child support agency.
« Authorization to use financial institution data matches to locate assets of delinquent parents.
o Immunity from civil liability for employers and financial institutions that comply with child

support income-withholding orders.
« Prohibitions against disclosing identifying information of a parent or child where there is

evidence of domestic violence.

CSED has implemented and tested the changes brought about by the 1997 and 1998 Acts. The agency
has found these new programs and enforcement tools to be effective in ensuring that more children
receive the support to which they are entitled. Due in great part to these changes, the agency's
collections have increased. In fiscal year 2000, CSED collected over $85 million, the largest annual

collection in the agency's history.

We look forward to working with you on this legislation. Please let me know what information I can
provide to assist the committee.

Sincerely,

Director

cc: Larry Persily, Deputy Commissioner, Department of Revenue
Shari Kochman, Deputy Legislative Director, Office of the Governor



CSED WELFARE REFORM LEGISLATION “SUNSET” SUMMARY

NARRATIVE

Availability of Records/Access to Information

*must be able to obtain access, without order from another
tribunal, to:

- gov’trecords, including vital statistics, state tax, property,
occ. licensing, business entity, employment security, public
assistance, DMV, corrections

-customer records of public utilities & cable television per

subpoena

- financial institution information

*to subpoena any financial information, and impose
penalties for failure to respond

*employer information upon request

Central Registry
* requires the state to have a central case registry and an

ai'.omated system forextracting and exchanging information
with federal case registry, federal parent locator service,
ATAP programs, and agencies of other states

Credit Bureau Reporting
*must have procedures requiring CSED to report
periodically to credit bureaus the names of non-custodial

parents who owe arrears

Repealer 2001
STATE LAWS

AS 06.05.537
AS 08.01.089
AS 09.25.100
AS 16.05.815
AS 18.50.310
AS 18.50.320
AS 22.3. 020
AS 23.20.110
AS 25.24.920

AS 25.27.020(e)

AS 25.27.085
AS 25.27.086

AS 25.27.250(e)

AS 25.27.300
AS 28.05.061
AS 29.45.103
AS 33.30.216
AS 39.25.080
AS 40.17.010
AS 43.23.055
AS 47.05.020
AS 47.05.030

AS 25.24.920

AS 25.27.020(a)(13)

AS 2,5.27.273

AMENDING SECTIONS

1997 Act: Secs. 2, 7, 10, 11, 19,
26,33,34,47,77,83-85,140-
146

1998 Act: Secs. 10,11,26,48

FEDERAL LAWS

42 U.S.C. § 666(c)(1)
PRWORA § 325

42 US.C. §654A(e) & (0 1997 Act: Secs. 47, 76

PRWORA §311

42 U.S.C. § 666(a)(7) 1997 Act: Sec. 133

PRWORA § 367



AS 25.27.900 42 U.S.C. §653(p) and 1997Act: Secs. 136-139

Definitions
*duty of support; earnings; support order; business day; throughout 1998 Act: Secs. 49 - 50
employer; tribunal; arrearage PRWORA § 366 and
throughout
Financial Institution Data Match AS 5.27.0@QO) 42 U.S.C. §666(a)(17) 1997 Act: Secs. 13,74
* must be able to enter into agreements with financial AS 25.27.250 PRWORA §372
institutions to do automated data exchanges and to attach AS 09.65.250
assets located through that data match
Fraudulent Transfers AS 25.27.279 42 U.S.C. §666() 1997 Act: Sec. 135
* must have the Uniform Fraudulent Conveyance Act, the AS 09.25.060 PRWORA §364
Uniform Fraudulent Transfer Act, or a law specifying indicia AS 34.40
of fraud creating prim a facie case re transfer of property to I5AAC 125415
avoid payment of support AND procedures by which state
can seek to avoid transfer or obtain settlement in best
interests of the child support creditor
High Volume Automated Enforcement AS 25.27.022 42 U.S.C.§ 666(a)(14) 1998 Act: Sec. 21, 22, 50
*have automated procedures to take actions upon request AS 25.27.900 PRWORA § 323 (with
from another state technical amendment)
Immunity from Liability AS 09.65.250 42 U.S.C. §669A 1997 Act: secs. 13, 62
* financial institutions are not liable for disclosure of info to ~ AS 25.25.504 42 U.S.C. § 666(b)(6)(A)
agency AS 25.25.250(h) 42 U.S.C. §666(a)(17)
*employers are not liable for disclosure of info to agency or 57RZWORA §8314, 353,
for good faith compliance with a withholding order
Income Withholding AS 25.27.022(d) 42 U.S.C. §666(b) 1997 Act: Secs. 80 - 82,90 - 93,
* revises existing withholding laws to incorporate various AS 25.21.062 42 U.5.C. §666(c)(1)(F)  128- 130, 148(a)
fed requirements, including 7 day employer deadline and no ~ AS 25.27.150 &(G) 1998 Act: Secs. 22,23,47
AS 25.27.250 PRWORA §314, 325

prior notice to obligor. Also, cleans up statutes relating to
when and how CSED initiates income withholding when no
immediate income withholding in order and when CSED
may issue an order to withhold and deliver



License Suspension

* “Best efforts” language added for occupational and

drivers’ licenses
* recreational licenses

Liens

* liens must arise by operation of law against non-custodial
parentin arrears AND must give full faith & credit for liens
arising in other states as long as other states meet Alaska’s

requirements

Medical Support Orders
*eliminates the requirement that the employer do business in

Alaska before CSED sends a copy of medical support order

to employer

*requires the agency to send notice of medical support to
new employer when obligor changes jobs

Miscellaneous
* statute of limitations

* interest rates

*application for services
* payments to the agency

*audit of collections

* certification of arrears
*notice of public assistance

*order establishment
*service of papers

Modification

*notice every 3 years of request for review; 3-year cycle for
review upon request of parent or state agency, either per
guidelines or based on COL or automated methods, without

amaterial change in circumstances

New Hire Reporting

*must require employers to report hiring, rehiring, of each

AS 25.27.244
AS 25.27.246
AS 09.50.020
AS 11.51.120
AS 12.55.139

AS 25.27.230
AS 25.27.240

AS 25.27.063(b)
AS 25.27.020(a)(9)
AS 25.27.060

AS 21.36.095

Civil Rule 90.3(d)

AS 09.10.040
AS 25.27.020(a)(6)
AS 25.27.025

AS 25.27.100(a)
AS 25.27.103

AS 25.27.105

AS 25.27.120(c)
AS 25.27.160(h)
AS 25.27.265

AS 25.24.170(b)
AS 25.27.190
AS 25.27.193

AS 25.27.075

42 U.S.C. 666(a)(16)
PRWORA § 369

42 U.S.C. § 666(a)(4)
PRWORA § 368

42 U.S.C. § 666(a)(19)
PRWORA § 382

42 U.S.C. § 666(a)(2)
42 US.C. § 654A

42 U.S.C. § 654(4), (5)
42 U.S.C. § 666(c)(1)
42 U.S.C. § 654B (a)(l)
PRWORA § 301
PRWORA §311,312
PRWORA § 325

42 U.S.C. §666(a)( 10)
PRWORA §351

42 U.S.C. §653A
PRWORA §313

1997 Act; Secs. 106-127
1998 Act: Secs. 3-5 and 34 - 46

1997 Act; Secs. 104, 105
1998 Act: Sec. 31-33

1998 Act: Sec. 24

1997 Act: Secs. 74-76, 78, 86 -
89,94 131 - 132
1998 Act: Secs. 2, 27

1997 Act: Secs. 44, 101-1C3

998 Act: Sec. 25



employee 1
AS 47.27.040(b) 42 U.S.C. §654(29) 11997 Act: Sec. 147

Non-Cooperation
PRWORA § 333

*good faith determinations when custodial parent fails to
cooperate with CSED

AS 25.27.275 42 U.S.C. § 654(26) 1997 Act: Sec. 134

Nondisclosure of Information
PRWORA § 303

*nondisclosure of information when there is a finding of
domestic violence

Paternity AS 18.50.160 42 U.S.C. §666(a)(5) 11997 Act: Secs. 20 - 22, 36 - 42,
* state must have laws governing paternity establishment and AS 18.50.165 42 U.S.C. § 666(c)(1) 79,95-100
voluntary acknowledgment of paternity which comply with ~ AS 25.20.050 42 U.S.C. 8§ 652(a)(7) 1998 Act: Secs. 12,28-30
detailed federal requirements. Please see summary for ﬁg ggg?gig(a) PRWORA §325, 331
specifics. AS 25.27.165

AS 25.27.166

AS 25.27.167
Seek Work Orders AS 25.27.020(d) 42 U.S.C. § 666(a)(15) 1997 Act: Sec. 77
* agency must be able to obtain order requiring obligor to PRWORA § 365
seek work
Social Security Numbers AS 06.20.020 42 US.C. §666(a)(13) | 1997 Act: Secs. 3-6, 8,9, 12, 14
* must require SSN's on license applications (professional, ~ AS 06.40.050 PRWORA §317 j- 18,23-25,27-32,35,41,43,
driver’s, occupational, recreational, marriage), case files re AS 08.01.060 45,46
divorce, support or paternity, death certificates ﬁ\‘g 838;%2? 1998 Act: Secs. 6-9, 12, 14-17,

AS 09.55.050 o1-52

AS 14.20.027

AS 16.05.330

AS 16.05.346

AS 16.06.360

AS 16.05.450

AS 16.05.480

AS 18.50.230

AS 18.60.395

AS 18.65.410

AS 18.72.030

AS 21.06.255

AS 25.05.091

=



Subpoenas
*must be able to subpoena any financial or other

information without approval of separate body, impose
penalties for noncompliance, and enforce other states’

subpoenas

Tax Dependents
*court may not unconditionally grant noncustodial parent

right to claim child as tax dependent unless parent meets
federal requirements and does not owe more than four times
the monthly support obligation at end of tax year.

UIFSA

* state must adopt verbatim the revised version of UIFSA

AS 18.50.165
AS 18.50.280
AS 25.20.050(n)
AS 25.24.160
AS 25.24.210
AS 25.24.230
AS 28.15.061

AS 25.27.085
AS 25.27.086

AS 25.24.152
AS 25.24.232

AS 25.25.101-
25.25.903

42 U.S.C. § 666(a)(2)
42'U.5.C. §666(c)(1)
PRWORA § 325

None

42 U.S.C. § 666(f)
PRWORA § 321

1997 ACt: Secs. 83 - 85
1998 Act: Sec. 26

1998 AcCt: Secs. 13, 18

1997 Act: Secs. 48-73
1998 AcCt: Secs. 19-20
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DEPARTMENT OF HEALTH & HUMAN SERVICES %W&Féﬁt%anl:\‘a?h“es

2201 sixth Avenue, suite 600
Seattle, WA 081711827

Barbara Miklos, Director
Child Support Enforcement Division
550 West 7th, 4th Floor
Anchorage, AK 99501-3556

Dear Ms. Miklos:
This is in response to your request for clarification cf:

*The consequences if a State fails to enact laws or otherwise
conform to the requirements of the Personal Responsibility and
Work Opportunity Reconciliation Act of 1996 (PRWORA), Public
Law 104-193, and

* Nationwide information on state compliance with PRWORA.

1, In order for a State to receive Federal funding fcr the
operation of its child support enforcement program, it must
have an approved State IV-D plan which meets tho
requirements of section 454 of the Social Security Act (the
Act) . One of those requirements, specified at section
454(20) (A), is that the State must have in effect all cf the
laws required by section 466.

PRWORA made numerous changes to sections 454 and 466 of the
Act. When a State fails to comply with all statutory
requisites, its plan is subject to disapproval by the O ffice
of Child Support Enforcement (CCSE). 1In accordance, with
sections 452(a)(3) and 455(a)(1)(A) of the Act, there would
then be no authority to expend Federal funds under Title
IV-D of the Act for the operation of the State's child
support enforcement program.

Therefore, a determination that a State IV-D plan is

disapproved will result in immediate suspension of all
Federal payments for the State's child support enforcement
program, and such payments will continue to be withheld

until the State IV-D plan can be approved by QCSE. Alaska
received approximately $12.4 million in Title I1V-D funding
for the administration of its child support program in FY
1997, and over $3.2 million in Title IV-D performance
related child support incentives.

Supporting Documents



Page 2 - Barbara Miklos

In addition, in order to be eligible for a block grant for
Temporary Assistance to Needy Families (TANF), section

402 (a) (2) of the Act requires a State to certify that it
will operate a child support enforcement program under tho
State plan approved under part D. Therefore, TANF funding
would also be jeopardized if the State failed to enact the
required child support legislation on a timely basis.
Alaska’s Federal funding for IV-A for FY 1997 was
approximately $63 million.

2. Data on state compliance with PRWORA changes frequently. We
are therefore unable to provide you with an accurate and up
to date listing of which states have fully complied with its
previsions. Most states have either passed legislation that
has been found complete, or is under review. Alaska is in
the category of states which did not pass enabling
legislation in 1997, but which have expressed an intent to
do so and are working with its Regional O ffice to develop
such legislation. Only one state, Idaho, has failed to enact
enabling legislation and has stated it is unwilling to do
so. Attached is a “notice of intent" to disapprove lIdaho’s
state plan, with the resulting loss of Federal funding. If
proposed legislation is not enacted in Alaska, our office
would begin the process of issuing a similar notice of
intent to disapprove.

Please contact Michael Furtado at (206) 615-2552, ext. 3045 if
you have any further questions.

Attachment: Idaho Notice of Intent to Disapprove



DEPARTMENT OF HEALTH & HUMAN SERVICES

ADMINISTRATION FOR CHILDREN AND FAVILIES
Westingon, D" 20847 >

Ms. Barbara J. Miklos

Director

State of Alaska, Department of Revenue
Child Support Enforcement Division
550 W. 7thAve., Suite 310
Anchorage, AK 99501-66%9

Dear Ms. Miklos:

This is in response to your letter to Mr. Steve Henigson, Regional Administrator,
regarding Alaska’s request for an exemption from the provisian regarding collection of
Sacial Security Numbers on recreational ligense applications found in section 466 (3)(13)
ofthe Social Security Act (Act), as amended by section 5536 of the Balanced Budget Act
ofl997(P.L. 105-3§S

Alaska has demonstrated in accordance with section 466(d% ofthe Act, 45 CFR
302.70(d)(2) and OCSE-AT-97-02, that compliance with the requirement would not
increase the efficiency and effectiveness of the State’s Child Support Enforcement
program. We are granting your request for exemption from the requirement of section
%#a)ﬁlB), which Tequires collection of social security numbers on recreational licem
applications, hased on Alaska’s operation ofa similar‘existing procedure through the

Permanent Fund Dividend program.

This exemption is %rant_ed for athree-year period effective October 1 2000. The
exemption may be terminated upon a ¢hange in circumstance in the State. Ifthe State
cannot demonStrate that the changed circumstances continue to warrant an exemption in
accordance with this the aforementioned requirements, the exemption will be revoked.
Alaska would then be required to implement the requirement in section 466(a)(13) of the

Act.



Page 2 - Ms. Miklos

The State must aéJpIIy for an extension of this exemption 90 da¥_s before the end of the
exemption period. Ifan extension is not granted or the exemption is revoked, the State
must enact the a proPrlate |aws and Procedures to implement the mandatory practice by
the beginning of the fourth month after the end of the first regular, special, budget, or
other session.ofthe State Ie(]uslature Which ends after the date the exemption. is revoked
or an exemption is denied. Tfno legislation is necessary, Alaska must establish and be
using the appropriate procedures by the beginning of the fourth month after the date the
exemption is revoked.

Office of Child Support Enforcement

CC: Mr. Steve Henigson
Regional Administrator
Region X



CHILD SUPPORT ENFORCEMENT “SUNSET” SUMMARY

Legislation passed in 1997 and 1998 contained sunset provisions that will take effect in 2001, These
laws support programs, and activities at CSED . that have resulted in a sn};mflcant Increase In child
support payments, and improved services to families in Alaska.. If the sunset is allowed to occur, these
|mf)rovem_ents will be diminished, and by being out of compliance with welfare reform laws Alaska
will be injeopardy of losing $80,000,000'in fedgral public assistance and child support funding.

Below is an,qutline of key parts of the 1997 and 1998 legislation, as well as a description of how the
sunselt_ provisions would affect CSED’s work. Each of these segments is a requirement of federal
compliance.

Availability of Records/Access to Information

The _subgec_t statutes allow CSED to obtain certain tgpes of information e_IectronlcaII?/ and through
administrative action. If these provisions are repealed, CSED may be required to confact sources of
information separately for each case, and take the difficult and time-consuming avenue of gbtaining a
co%th orderttoﬁre(t}uest basic information. The time lost would severely hamper our child support
enforcement efforts.

‘Best Efforts’ Language

Adopted In 1998, this Ianguaﬁe allows a non-custodiai parent who is found by a court to be making the
‘est efforts possible under the circumstances to have no child support arrearages’ to avoid the loss or
suspension of a driver’s or other license. The act adds commercial crewmernber fishing licenses to
existing license statute, and removes subpoena_noncompliance as a reason for general license
suspension. Instead, the act allows license suspension for subpoena noncompliance only in the context
of a civil contempt action.

Central Registry

The law requires courts to automatically forward child support orders to CSED, and authorizes CSED

to exchange this and other critical Information within' strict confidentiality ?uldellnes. These

Brocedures allow CSED to serve clients with improved timeliness and accuracy, efficiencies that will
e diminished if the statutes are repealed.

Credit Bureau Reporting

Current state law requires child support debt to be reflected on a delinguen_t arent’s credit bureau
report until it has been paid. The sunset would have the effect that unpaid chila support arrears could
not be reported after 10'years.

Revised 01/2/01 1



Definitions: Duty of support, earnings, tribunal, arrearages

The 1997 and 1998 acts redefined a number of key terms used in child support enforcement, and this
nationwide uniformity is essential to cooperative enforcement efforts between the states.

Due Process

The 1997 and 1998 acts stren_%t_h_e_ned due process protections by requiring additional notices to parents
of their rights and, responsibilities in paternity and child support proceedings and by pr_owdl_n(f
additional opportunities for parents and other persons to request and obtain administrative and judicia
review of agency actions and decisions.

Financial Institution Data Match and Immunity from Liability

Current statutes allow us to match the names of parents who owe arrears with the names on accounts at
financial institutions. This makes it much more difficult for delinquent parents to_hide their assets,
simplifies the search for funds.in multi-state institutions, and allows the institutions to cooperate
without fear of retaliatory lawsuits. Few banks would partlu?ate in the FIDM if this protection were
repealed. Searching for hidden assets would require sweeps of all banks for each and every case. For
many children our ability to collect support .vould be seriously compromised.

income Withholding

In direct response.to federal requirements from PRWORA, the 1997 and 1998 acts have simplified the
way a non-custodial pays child support through Wlthholdl_nﬁ, and shortened to 7 days the time between
the'request for withholding and the commencement of withholding by the employgr. Within 2 days of
receipt of withheld funds,” CSED forwards the payment to the family. In out-Of-state cases, we can
request income withholding directly §W|thout going through the other state’s child support agen[c)y ,
often saving several months’ delay.” I7 these laws are allowed to sunset, it will be harder for CSED to
collect monthly payments and arréarages; these collections may take months to implement, rather than
immediately; and 1t will be easier for delinquent parents to' avoid payment of their child support
obligations by moving to another job before income withholding can be established.

Liens

The subject legislation simplified the statute so that CSED or a parent may assert a lien when the
obligor ‘owes an arrearage. under a support order being enforced by the agency. Also, Alaska
cooperates with other jurisdictions by ?lvmg full faith and credit to liens arising Dy operation of law in
other states, if the person seeking_to enforce the lien complies with this state's procedural requirements
for recording and serving liens, The simplified statutes, and the reciprocity with regard to liens, allow
Us o hcct))lllect lawfully “established support payments and arrearages’ that might otherwise be
unreachable.

Revised (1/2/01 2



Miscellaneous

The subject statutes provide procedures and definitions relating to the following subjects, and bring
Alaska into conformance with language in PRWORA.

exch,ange information order establishment
application for services service of papers
payments to the agency requlations

audit of collections fees for services
notice of public assistance state registry information

Modification

The subject statutes re(iuwe that parties be given periodic notice of thelr right to seek review of child
support orders. They allow review of orders every three years and clarify CSED’s authority to modify
administrative orderS where out of state court orders also’exist. If allowed to sunset, all parties’ nghts
to due process will be weakened because state agencies will no longer be required to have written
regulations setting out procedures and standards governing the modification process.

New Hire Reporting

Under the current law, all employers in the state are required to report to CSED new hires and rehires.
This information helps CSED locate parents, and establish and enforce child support orders. New Hire
coorting is currently responsible for about 12% of total child support collections. If the acts sunset,
we will revert to a‘previous statute that only required employers to report new hires if notified b
CSED, and which created a number of classes of exempt emPoners. Reversion to the old statute will
increase 10 $1000 the civil penalties that can be levied against employers for not reporting

Non-Cooperation

1997 act clarified who would make the determination of non-cooperation (CSED) and who would
decide if the party had good cause for non-cooperation (DHHS). This clarification promotes
cooperation in matters of paternity and child support, and protects parties who ma> have reasons for
not C(t)operatlng, such as threats of domestic violence. These protections would be jeopardized by the
sunset.

Current and previous laws require ATAP recipients to cooperate with child support froceedings. The

Nondisclosure of Information

The 1997 statute allows CSED to refuse to disclose the address or other identifying information of a
parent or child if the health, safety, or liberty of that person would be unreasonably put at risk by such
disclosure. ~ Under the sunset, Alaska law will revert to a requirement to make such information
available regardless of the risk If the obligor is current on child support obligations and has a previous
visitation orjoint custody agreement.

Revised Q1/22/01 3



Paternity

The 1997 and 1998 acts include detailed requirements for the_ form, use, and legal effect of voluntary
ackno_wledgments of paternity, and for proceedings to establish paternity.  Acknowledgement forms
must include a statement setting out the legal consequences, rights, responsibilities and alternatives to
signing the form and listing the Testrictions to rescinding the acknowledgment. The acts also addressed
a variety of substantive and procedural requirements for the. establishment of paternity, mcludlng
genetic ‘testing, consideration of the best interests of the child, recovery of costs. of ‘testing, an

allowing a putative father to request %enetlc testlnﬁ. Reversion to previous law will diminish due
process provisions and safety considerations, and will complicate the paternity determination process.

Seek Work Orders

In cases where support is owed a child who is receiving public assistance, the 1997 statute allows
CSED to order. an abligor to seek work, or to ask a court to order an obligor to seek work, unless the
obligor enters into and"complies with an approved Rayment plan. Withott this statute, CSED would
have to request a seek work order from the court in the context of a civil contempt proceeding.

Social Security Numbers

The 1997 and 1998 acts required applicants for state licenses, including professional, business,
occupational, driver's, recreational and marriage licenses, to include their social Security numbers.
These numbers help CSED locate parents and collect child'support, and reduce the number of cases of
mistaken identity. ERequwements for social security numbers on hunting and fishing licenses have heen
waived and will"be allowed to sunset even if the sunset repealer is passed.)

Subpoenas

The current statutes establish procedures that give CSED the authorléy to subpoena financial or other
information needed to establish, modify, or enforce a child support order. They re(iu,lre that subpoenas
be served in person, or by registered, certified or insured mail. They allow a claim of good cause
excusing compliance, i)rowdeadlrect avenue of appeal of penalty decisions to the Superior court, and
seug at CSED will enforce a subpoena from another state in the same manner.. Repeal will restrict

SED’s ability to obtain critical information, limiting the establishment, modification and enforcement
ofbchlld support orders; and will diminish parties’ due process rights with regard to administrative
subpoenas.

UIFSA

The 1998 act revised the previous UIFSA statute to be clearer and more consistent.  Without the
changes, interstate cooperation in child support cases would be very difficult.

Revised 01/2/01 4
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DepartmentofCommunity -
and Economic Development

Division of Occupational Licensing

P.O. Box 110806, Juneau, AK 99811-0806
Telephone: (907) 465-2534 « Fax: (907) 465-2974 « Text Telephone: (907) 465 5437

Email: license@dced.state.ak.us » Website: www.dced.state.ak.us/occ/

January 19 2001

Alaska State Legislature
State Capitol
Juneau AK 99811

At its meeting of January 18 2001, the Alaska State Medical Board reviewed
Senate Bill 21 which wouldincrease the maximum amount of civil fines that could
be imposed by the board from $10,000 to $25,000. The board voted

unanimously to support this hill.

The board appreciates the consideration of the members oflegislature in this
matter and hopes the bill will receive speedy and favorable action.

Sarah A Isto, VD
Chair
Alaska Slate Medical Board

"Promoting a healthy economy and strong communities"
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HOUSE CS FOR CS FOR SENATE BILL NO. 37(JUD)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE -SECOND SESSION

BY THE HOUSE JUDICIARY COMMITTEE

Offered:
Referred:

Sponsors): SENATOR KELLY

A BILL
FOR AN ACT ENTITLED
"An Act relating to collective negotiation by competing physicians with health benefit
plans, to health benefit plan contracts, to the application of antitrust laws to agreements
involving providers and groups of providers affected by collective negotiations, and to

the effect of the collective negotiation provisions on health care providers."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 23 is amended by adding a new chapter to read:
Chapter 50. Collective Negotiation by Physicians.

Sec. 23.50.010. Legislative findings, (8) The legislature finds that permitting
competing physicians to engage in collective negotiation of certain terms and
conditions of contracts with a health benefit plan will benefit competition, so long as
the physicians do not engage in an express or implied threat of retaliatory collective
action, including boycotts or strikes.

(0) The legislature finds that permitting physicians to engage in collective

negotiations over fee-related terms may, in some circumstances, yield anti-competitive

1- lies CSSB 37(JUD)
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WORK DRAFT WORK DRAFT 22-1.50323\U

effects. There are, however, instances in which a health benefit plan dominates the
market to the degree that fair negotiations between physicians and the health benefit
plan are not possible in the absence of joint action on behalf of the physicians. In
those circumstances, the heath benefit plan can virtually dictate the terms of the
contracts that it offers to physicians.

© Tho legislature finds that it is appropriate and necessary to authorize
collective negotia:;ons between competing physicians and health benefit plans on fee-
related and other issues when the imbalances in bargaining capacity described in this
section exist.

Sec. 23.50.020. Collective action by competing physicians, (8) Competing
physicians may meet and communicate in order to collectively negotiate with a health
benefit plan concerning any of the contract terms and conditions described in this
subsection, but may not negotiate the exclusion of providers who are®jof*physicians
from direct reimbursement by a health benefit plan, and may npt'negotiate the setting
in which providers who are lans deliver services. Competing physicians
may not engage in a boycott related to these terms and conditions. Competing
physicians may meet and communicate concerning

(1) physician clinical practice guidelines and coverage criteria;

() the respective liability of physicians and the health benefit plan for
the treatment or lack of treatment of insured or enrolled persons;

(3 administrative procedures, including methods and timing of the
payment of services to physicians;

(@) procedures for the resolution of disputes between the health benefit
plan and physicians;

(5 patient referral procedures;

(©) the formulation and application of reimbursement methodology;

(7) quality assurance programs;

(8 health service utilization review procedures; and

(9 criteria to be used by health benefit plans for the selection and
termination of physicians, including whether to engage in selective contracting.

(b) An authorized third party that intends to negotiate with a health benefit

lies CSSB 37(.JUD) -
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plan the items identified under (8) of this section shall provide the attorney general
with written notice of the intended negotiations before the negotiations begin.
(€) inexercising the collective rights granted by (a) of this section,

(1) physicians may communicate with each other with respect to the
contractual terms and conditions to be negotiated with a health benefit plan;

(@) physicians may communicate with an authorized third party
regarding the terms and conditions of contracts allowed under this section;

(3 the authorized third party is the sole party authorized to negotiate
with a health benefit plan on behalf of a defined group of physicians;

(4) physicians can be bound by the terms and conditions negotiated by
the authorized third party that represents their interests;

(5) a health benefit plan communicating or negotiating with the
authorized third party may contract with, or offer different contract terms and
conditions to, individual competing physicians;

(6) an authorized third party may not represent more than 30 percent of
the market of practicing physicians for the provision of services in the geographic
service area or proposed geographic service area, if the health benefit plan has less
than a five percent market share as determined by the number of covered lives as
reported by the director of insurance for the most recently completed calendar year or
by the actual number of consumers of prepaid comprehensive health services; in this
paragraph, “covered lives" means the total number of individuals who are entitled to
benefits under the health benefit plan;

(7) the attorney general may limit the percentage of practicing
physicians represented by an authorized third party; however, the limitation may not
be less than 30 percent of the market of practicing physicians in the geographic service
area or proposed geographic service area; when determining whether to impose a
limitation described under this paragraph, the attorney general shall consider the
provisions described under (f) - (h) of this section; this paragraph does not apply if the
market of practicing physicians in the geographic service area or proposed geographic
service area consists of 40 or fewer individuals; and

() the authorized third party shall comply with the provisions of (d) of

-3- HCS CSSB 37(JUD)
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this section.
(1) A person acting or proposing to act as an authorized third party under this
section shall,
(1) before engaging In collective negotiations with a health benefit
plan,

(A) file with the attorney general the information that identifies
the authorized third party, the physicians represented by the third party, the
authorized third party's plan of operation, and the authorized third party's
procedures to ensure compliance with this section;

(B) furnish to the attorney general, for the attorney general's
approval, a brief report that identifies the proposed subject matter of the
negotiations or discussions with a health benefit plan and that contains an
explanation of the efficiencies or benefits that are expected to be achieved
through the collective negotiations; the attorney general shall review whether
the group of physicians represented by the authorized third party is appropriate
to represent the interests involved in the negotiations; the attorney general may
not approve the report if the group of physicians is not appropriate to represent
the Interests involved in the negotiations or if the proposed negotiations exceed
the authority granted in this chapter and, if the group is not appropriate or the
negotiations exceed the granted authority, shall enter an order prohibiting the
collective negotiations from proceeding; the authorized third party shall
provide supplemental information to the attorney general as new information
becomes available that indicates that the subject matter of negotiations with the
health benefit plan has changed or will change;

(2) within 14 days after receiving a health benefit plan's decision to
decline to negotiate or to terminate negotiations, or within 14 days after requesting
negotiations with a health benefit plan that fails to respond within that time, report to
the attorney general that negotiations have ended or have been declined;

(3 during the negotiation process, provide the attorney general upon
the attorney general's request with a copy of all written communications that are
between physicians and the health benefit plan, that are relevant to the negotiations,

lies CSSB 37(.1UD) 4
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and that are in the possession of the authorized third party;
@ before reporting the results of negotiations with a health benef

plan and before giving physicians an evaluation of any offer made by a health benefit
plan, provide to the attorney general, for the attorney general's approval, a copy of all
communications to he made to physicians related to the negotiations, discussions, and
health benefit plan offers.

() The attorney general shall either approve or disapprove the contract that
was the subject of the collective negotiation within 60 days after receiving the reports
required under () of this section. Ifthe contract is disapproved, the attorney general
shall fumish a written explanation of any deficiencies along with a statement of
specific remedial measures that would correct any identified deficiencies.  An
authorized third party who fails to obtain the attorney general's approval is considered
to be acting outsice the authority of this section.

() The attorney general shall approve a collective negotiation contract if

(1) the competitive and other benefits of the contract terms outweigh

any anticompetitive effects; and
(2) the contract terms are consistent with other applicable laws and

regulations.
(@) The competitive and other benefits of joint negotiations or negotiated

provider contract terms must include
(1) restoration of the competitive halance in the market for health care

Services;
(2) protections for access to quality patient care;
(3) promation of health care infrastructure and medical advancement;

or
(4 improved communications between health care providers and

health care insurers.
(h) When weighing the anticompetitive effects of contract terms, the attormney
general shall consider whether the terms

(1) provide for excessive payments; or
(2) contribute to the escalation of the cost of providing health care

5 11CS CSSB 37(JUD)
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SeIvices.
() This section does not authorize competing physicians to act in concert in

response to a report issued by an authorized third party related to the authorized third
party's discussion or negotiations with a health benefit plan. The authorized third
party shall advise the physicians of the provisions of this subsection and shall warn
them of the potential for legal action against those who violate state or federal anti-
trust laws by exceeding the authority granted under this section.

() A contract allowed under this section may not exceed a term of five years,

(k) The documents relating to a collective negotiation described under this
section that are in the possession of the Department of Law are confidential and not
open to public inspection.

(@ No ling in this section shall be construed as exempting from the
application of the antitrust laws the conduct of providers or negotiations or agreements
between providers and a health benefit plan if the purpose or effect of the conduct,
negotiations, or agreements would be, directly or indirectly, to exclude, limit the
participation or reimbursement of, or otherwise limit the scope of services to be
provided by separate or competing classes of providers who practice or seek to
practice within the scope of the occupational licenses held by the providers.

(m) A contract entered into under this section must be consistent with
AS 21.36.090(C).

() Nothing in this section shall be construed to make any conduct by
providers unlawful if the conduct was lawful before the effective date of this Act.

(0) Inthis section,

() "geographic service area" means the geographic area of the
physicians seeking tojointly negotiate;
(2 "provider" has the meaning given in AS 21.36.090(0).

Sec. 23.50.030. Fee for registration of authorized third parties, (@ The
attorney general shall adopt regulations that establish the amount and manner of
payment of a registration fee for authorized third parties. The attorney general shall
establish the fee level so that the total amount of fees collected from authorized third
parties approximately equals the actual regulatory costs for the oversight of joint

CSSB 37(JUD) -6-
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negotiations between physicians and health benefb plans. The attorney general shall
annually review the fee level to determine whether the regulatory costs are
approximately equal to fee collections. If the review indicates that the fee collections
and regulatory costs are not approximately equal, the attorney general shall calculate
fee adjustments and adopt regulations under this subsection to implement the
adjustments. In January of each year, the attorney general shall report on the fee level
and revisions for the previous year under this subsection to the office of management
and budget.

(b) In this section, "requlatory costs" means costs of the Department of Law
that are attributable to oversight of joint negotiations between physicians and health
benefit plans.

Sec. 23.50.040. Regulations. The attorney genera! may adopt regulations
necessary to implement this chapter.

Sec. 23.50.099. Definitions. In this chapter,

(1) “authorized third party" means a person authorized by the
physicians to negotiate on their behalfwith a health benefit plan under this chapter;
Q) "health benefit plan" means a health care insurer as defined in
AS 21.54.500, but does not include a self-insured health benefit plan.
*Sec. 2. AS 4550572 is amended by adding a new subsection to read:

(K) AS 4550562 - 455059 do not forhid the existence or operation of
organizations of physicians acting in accordance with AS 23.50, or forbid or restrain
members of those organizations from lawfully carrying out the legitimate objectives of
them; nor are these organizations or members illegal combinations or conspiracies in
restraint of trade under the provisions of AS 45.50.562 -45.50.596.

7- HCS CSSB 37(JUD)
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MEMORANDUM April 18,2002

TN hc)

SUBJECT: HCS CSSB 37(JUD) relating to collective negotiation by
competing phgsmlans and health benefit plans
(Work Order 22-LS0323\U)

TO: Representative Norman Rokeberg, Chair
House Judiciary Committee
Attn: Heather

FROM: Theresa L. Bannister
Legislative Counsel

This memo accompanies a draft of the bill described above.

1 Misleading definition. The term "health benefit plan” is mlsleadlnﬁ for the reader
because the definition refers to an "“insurer,” not a 'Plan" (althou%h the definition of
"health care insurer” itself at AS 21.54.500 includes "plans™). A reader does not usually
think of a "plan" when reading “insurer." This problem” did not originate with this

VErsion.

2. ERISA preemption question. . Because this bill relates to employee health care plans,
there is a preemption issue since the Employee Retirement [ncome Security Act
("ERISA") addresses the entire field of employee welfare benefit plans. This issue does
not originate with the changes made in this draft. | do not know whether preemption is a
sqnlflcant problem for the ill. Even with extensive research, this is a complicated area

with few concrete answers.
If | may be of further assistance, please advise.

TLB:med
02-387.med

Enclosure



AMENDMENT TO HOUSE CS FOR CS FOR SENATE BILL NO. 37 (L&C)
ADD NEW SECTION TO READ:

“Sec.3 AS 2350.010, 2350.020, 2350.030, 23.50.040, 23.50.099; and AS 45.50.572(k)
are repealed July 1, 2006.



AMENDMENT TO PROPOSED JUDICIARY DRAFT CS SB37 (L&C)

PAGE 5, LINE 9

“and completing the period for comment and review for interested parties
required by this subsection. The review of the contract by the attorney
general must allow adequate time for comment and review by interested
parties and must include a review whether the contract would harm
consumers or providers who are not physicians”

60
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AMENDMENT TO HOUSE CS FOR CS FOR SENATE BILL NO. 37 (L&C)
Page 6, Line 20 add new subsection:

“individual physician members covered in the collective negotiations shall accept without
qualification Medicare patients.”

Re-letter subsections accordingly.

0*fi
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Rationale,

The first amendment is a technical amendment replacing not
physician with non-physician. (They couldn’t read Pat’s doctor’s
handwriting).

The second and third amendments are both from the Senate Labor and
Commerce version of the bill. The first amendment places a sunset clause in
the hill of 2006.

ITe second amendment allows tor a public comment to the AG’s
office within the 60 time frame outlined in the bill.

fk/l.'AL fw rc .



AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE ROKEBERG
TO: HCS CSSB 37 (L & C)

Page 7, Line 15, after "include,”

Delete: "a multiple employer welfare arrangement or"



Tony Knowles, Governor

R Jot Tt (517
April 2, 2002

il et g

The Honorable Norman Rokeberg

Alaska House of Representatives _
Chairman_of the House Judiciary Committee
State Capitol, Room 118

Juneau, AK 99801-1882

Re: Health Care Insurer Definition in HCS CSSB 37(L&C)

Dear Representative Rokeberg:

Thank you for your guestion regarding the HCS CSSB 37(L&C? definition of a
“health’benefit’plan’and its exclusion of multiple employer welfare arrangements
on page 7, lines, 14-17 of HCS CSSB 37(L&C). You have“asked the division to
describe a multiple emglo_yer welfare arran?er_n_ent and comment on _wh?/ they
should (or should not) be included in the definition of a health benefit plan.

A multiple employer welfare arrangement (MEWA) is defined under ERISA as an
employee welfare benefit plan or arrangement established or maintained for the
benefit of employees of two or more employers to provide health care or other
welfare benefits, MEWAs are often formed by associations of employers in a
common industry, but are also formed by associations of unrelated employers. Ifa
plan is established or maintained pursuant to a bona fide collective bargaining
agreement it is not a MEWA.

States have clear authority under ERISA to regulate MEWAs. The extent of state
authority is limited in the case of a fully insured MEWA to regulation of minimum
reserving and contribution standards. However, if a MEWA is not fully insured
states have authority to regulate the MEWA as an insurance company. Many
MEWAs are not fully insured.

Under current Alaska law, a MEWA is required to obtain a certificate of authority
as an insurer in order to offer health benefit plans to its members. The MEWA is
sub{/?/ct to all applicable insurance laws including soIvencY requirements. Many
MEWAS have failed across the nation, leaving many employees with unpaid claims
and without health insurance, because the MEWASs were not adequately funded.
Regulation of MEWAS by the division provides important consumer protections that
help ensure that MEWAS have and maintain adequate reserves and surplus to pay

claims.

"Promoting a healthy economy and strong communities”


mailto:lnsurance@dced.state.ak.us
http://www.dced.state.ak.us/insurance/

The Honorable Norman Rokeberg -2- April 2, 2002

A MEWA o erates like an other insurer that provides health insurance coverage to
Alaskans. Therefore, the Division can see no reason to subject MEWAs to a
different standard thar other insurers by excluding them from the definition of a

health benefit plan.
Sincerely,

Robert A. Lohr
Director

RAL/KC/go3108
0402023
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AMENDME

OFFERED IN THE HOUSE
TO: HCS CSSB 37(L&C)

Page 2, line 13, following "subsection;
Insert", but may not negotiate the exclusion of providers who are not physicians from

direct reimbursement by a health benefit plan, and may not negotiate the setting in which
providers who are not physicians deliver services"



Alaska State Legislature

Senato[r) Pete Kelly

\Strict P

SB 37 Sponsor Statement

“An Act relating to collective negotiation by competing physicians with health benefit plans, to
health benefit plan contracts, to the application of antitrust laws to agreements invoIvingL
providers and groups of providers affected by collective negotiations, and to the effect of the
collective negotiation provisions on health care providers.”

tSF]enate Bill 37 attempts to level the playing field for Alaska’s patients and the physicians who care for
em.

Over the past eight years, the health insurance market has continued to consolidate at a rapid pace.
There were once 1S national health insurance companies that physicians could choose to contract with.
These companies have since merged into 6. It is even more severe for Alaskan physicians who have
only 2 choices of insurers in this state. Physicians are given little if any opportunity to advocate for the

best care of their patients.

Independent physicians are prevented from collective action bK federal antitrust laws and are subject to
aggressive aniitrust enforcement actions. Large corporations, however, can adopt a “take it or leave it”
position without any antitrust ramifications. This plus the market concentration of health insurers

causes a damaging imbalance in bargaining power.

This inequity between health insurers and medical care providers dictates physician contracts. The
resultln?_ contracts favor the insurance companies over the health care patients receive and can result in
such policies where physicians are required to use a low cost treatment when a higher cost treatment

may be medically necessary.

Senate Bill 37 will enable independent, cqmpetin%physicians to become effective advocates for their
patients through collective negotiations with health insurers. These negotiations will fall into a narrow
scope of topics with regard to the provisions of }Z)hyslman services contracts and will be under the
scrutiny of the Attorney General’s office. SB 37 will still prohibit a ?roup of independent competing
physicians from striking or otherwise engaging in activities that would result in a boycott.
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SB37 Talking Points

“An Act re|ating to collective negotiation by competing pf ysicians with health benefit
Iar]s,_ t0 hea ﬂw B%:\gﬂa p\an contracts tgﬂ] ) Wg ttl)or%J 8 ntl—?rust laws to agregments

fothe
volving prowd$r Proups of providers a ch_teél coﬁeche negotiations, and to the
effect of the collective negﬁ)tlatlon provisions on healt care%row ers.

< Levels the playing field between Alaska’s physicians and the outside insurance
companies.

« Does N0t allow for boycotts or strikes.
« Does N0t impact nurses.
« Does NOt create doctor unions.

« Does NOtimpact ERISA plans.

« It is N0t mandatory for either doctors or insurance companies to negotiate.
< will allow the Attorney General tostop all negotiations and contracts at ANY time.

« Will allow for communication among doctors toimprovethe delivery of healthcare in
Alaska.

* Will a||0Wprotected contract negotiations for non-cost provisions separate from cost
provisions.
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How does It work?
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and sending out surveys requesting data from over 18,000 employers in the state and for performing
reasonableness checks on the data submitted, entering the data into a spreadsheet, and developing the
required market share reports. Since the Division of Insurance does not have regulatory authority over
health benefit plans (employers), it is anticipated that employers will be leluctant to respond to the survey
(about 30% response rate). Therefore, a significant amount of this employee's time is anticipated to be
spent following up with the employers who do not respond to the survey.
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N.J. doctors get collective bargaining

rights

Physicians can join together, but insurers don't have
to negotiate with them. Similar provisions have hurt
physician bargaining efforts in other states.

By Amv Snow Landa, am nevvs Staff. Jan. 28, 2002
Additional information

Washington —New Jersey has become the third state in the
nation t0 allow independent p %smlans to hargain collectively
with managed care plans over the terms of théir contracts.

Legislation signed Into law Jan. 8exempts joint negotiating by
physicians and dentists from antitrust laws as long as such
aclivity takes place under close supervision by thé state.

"We have been aching for some type of antitrust relief for
ears," said Angelo S. Agro, MD, president of the Medical
ociety of New Jersey. "Now it is up to physicians in.our state

to take advantage of the (%Pportunltles we fave been fighting

forand make them pay off.

Texas and Washington are the other states that give physicians
the right to bargain collectively.

The New Jersey law allows doctors in that state to negotiate
with health plans on such matters as the definition of medical
necessity, utilization management procedures, quality
assurance programs, clinica Bract!c_e quidelines, dispute
resolution an credcntlallnﬂ]. hysicians also could negotiate
payment issues as long as the attorney general found that the
lan In guestion had stibstantial market power and that terms

gr conditions of the plan could pose a threat to quality and
availability of care.

Doctors are not allowed to strike, nor can they negotiate to
exclude nonphysicians from plans.

Write a
letter to the edit
about this stor

Additiondl
information
Box: Physicians
gaining clout
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Plans unwilling to play

Like the laws previously enacted,in Texas and Washington,
the New Jersey act doe$ not require insurers tojoin doctors at

the negotiating table, raising questions about wnether self-
hysSicians will be able to exert any more leverage in

employed

con@ra():/t taPks with health plans than they did before. The
exge,rlen(_:es of phgsmlans_m_Texas and Washington seem to
provide little basi$ for optimism.

In June 2000, a grouP of 11 physicians in Henderson, Texas,
applied to the state attorney general’s office for permission to
band together for contract neigotllatlons_ with Blue Cross and
Blue Shield of Texas —the arga's dominant insurer.

The Henderson qroup Was soon granted permission by Texas
Attorngy General John.Comyn t0 bargain collectively. He
determined that ﬁh sicians were locked into contracts with the
Blues plan and that their practices couldn't ahsorb the loss of

income they suffered as a result.

, Com}gn also stated in his decisjon
The AMA IS that the plan's "dominant position
orking on a and ifs terms and conditions for
V\f] smi%n physician compensation threaten to
ofleciive adversely affect the quality and
: availability of patient care'in the

argaining bill it Bendersor ares.” He gave the
physicians and the insurer a 60-day

€.
In pefiod to meet to negotiate.

But the Blues Plan simply refused to
sit down with the physicians, and

that was the end of it. Since then, no othel A%[OUp of Cnh)ésu:lans
has decided to pursue an application, said Michael Cushman,
director of the Texas Medical Assn. health care delivery

department.

Like Texas, Washington also did not require insurer
cooperation when it enacted itsjoint negotiation law in 1993

Physicians' interest in pursuing negotiations with plans appears
to have been dampened as a résult;

"We can't even get to first base," said Len Edinger, director of
g‘ubllc policy and planning for the Washington State Medical
ssn.

o
ongress.

The WSMA supports a measure that was expected to be
introduced in the stale Legislature in mid-January that would
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amend the 1993 law to explicitly allow negotiations about .
reimbursement and require insurers to negotiate in good faith

with physicians.

AIthou(I;h the New Jersey law does not require insurers to
negotiate in %ood faith, Dr Agro said he hopes the state's
doCtors will be able to exert énough pressure to bring them to

the table anyway.

If one or more groups. of physicians apply for and receive
Permlssmn to engage injoint negotiations with an; insurer, and
hat insurer refuses,. it could become a public relations problem

for the HMO, he said.

"We think it would be an untenable Hposition] for the HMOs to
stonewall if the state attorney general sees fitto aIIor\\N _

negotiations with viarious groups around the state," he said.
"I'm sure it won't help sell"palicies if it becomes known they're

unwilling to negotiate on patient care issues even when the
government and physicians say they should.

The New Jerse> law also has an advantage over the Texas

statute, according to MSNLJ. It doesn't cap the percentage of
hysicians in a market who can negotiate, while the TeXas law

get)s/ that limit at 10%, society officials said.

The AMA applauds the MSNJ for its success, said Donald J.
Palmisano, MD, the Association's secretary-treasurer and a

|awyer.

"Too long have insurers used their market concentration and
market sfiare to unfairly disadvantage patients and physicians,”
he said. "If insurers, refuse to negotiate, then this will expose
the insurers as entities that do not want to listen to reason, but
Instead want to exercise their monopsony power.

The AMA is working on a new collective bargaininﬁ bill that it
hopes will be introduced in Congress. An earfier collective
bargaining measure passed in the House but died in the Senate

In .

Joint negotiation bills have foundered in more than a dozen
state legislatures due to concern that physicians would gain too
much Iéverage and that such measures would lead to higher

health Insurance costs.

That was a complaint the insurance community used in its
opposition to the New Jersey law.

"The virtually certain result would be higher costs for patients
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and for the health ’@Ians that p% for the health care they
receive," said the New Jersey Assn. of Health Plans.

Back to top.

ACDITIONAL INFORVATION
Physicians gaining clout
The New Jersey collective bargaining law:

* GIves Rhysmlans the right to bargain collectively,
througn 4 representative they seléct, with insurers on
many nonpayment-related stbjects, including patient
ref%lrrlal stan ards, drug formufaries and clinical practice
uidelines.

llows doctors to bargain with plans on payment issues
as long as th e state attornex %eneral has ruled that the
carrler has substantial mar et power and its contract
terms and conditions could hurt patient care.

. Reck Ires that physicians submit a collective bargaining

tition to the atforney general and pay a filing fee. The
resu Its of any coIIectlve bargaining agreements are also
suject to the attorney ?eneral s approval.
* Bars physicians frony striking

Does not re%uwe health plans tojoin physicians at the

bargaining tah

Back to top.
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Doctors sue Blue Cross, BlyeSliield: Late, discounted
payments alleged; class-action status sought

By Carol M. Ostrom

Seattle Times staffreporter

? roups of local doctors h?]ve filed twin lawsuits against two of (} Fstates largest
health-In ur nce companies, alleging they systematicafly deny and celay reimbursing doctors for

the services they provide pafients.
The civil lawsuits, a |n rctnera Blue Cross and Re eceBIueSI |d and thejr affiliate
?ganl zations, were fi dgﬁ:Pgayeb Eranmscan?\q cﬁ aqaroup and Tacoma g]rt opaed’j gurgeons
lerce County upenor
The Ia sun aIIe 5|nsurer routinel ey engage ina roc ss Called ' bundlln ch Iumps
roceql ?j}ats ould he reim urﬁ Separ %/ {0 One ess I reimpurseme Yv cuses the
Ef (frso owncoding,” In which the_insurer tefuses to reimburse for the actual me |ca Service
lecand instead substitutes a lower reimbursement.

Neltherco y yesterday woyld respond, directly to hesmts egence spokesman Chris
Bruzzo sa@ ﬂ] c?lmi)an}/J \}/vasdJ o?nted %ecau |t ad worke rc? to add'?ess aoctors
concerns ahout its relmbursement 8 actices.

i&bout66 octor and seven mlﬁlevel ractitione rssu h as hSICI assistants omed

aw! WY claim, W |c could

SuIts s0.4re asking the court to certify the awsu S- ac

Hvo Ve more}{han 2%88‘% tf] -care providers 1n the state, sal har eatura an attorney for
e medical groups.

The sauts say the | msurers violated laws against criminal profiteering and requiring insurers to pay

providers promptly.

Dr, CHffRobert on, ctllemedl%al officer for the Eranmscan Megical Grg R saud the lawsuit grew
?uto eliefthat the insurers were shortchanging doctors. teres een a grow

V

TS ratl nshat eve% when we do things correctly, we werer't getting paid based on our ¢ ntracttgal
relationships,” he said.

cf{?f(agg)le Robertson sald ent bro (% machlld for a routine ex ?m an d””’]ﬂ Bha%vis'ﬁ

ﬁ]redn vin aW IT t octors to assure payment Tor both woult! be for the
OCtOF s ea ECOH appomt ent or the wart removal.

"Th? rules don' ﬁmake sensfe and we believe the(Y re not cansistent,” Cullison said. “We believe
legally we should be paid for those services, and we're not."

Prcmera Blue Cross sRokesH]an Scoft F0E<slund de%hned to ?ddresg ﬁhe lawsuit, sagllng his .
company was reviewing It. Regencc’s spokesman, Bruzzo, also said his company is Investigating the

3126/02 10:36 AM
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claim.

e disappointed th siclan concerns ad heen voice throu a law urt Bruzzo
sargn e}/srcaa spare mcrer%‘ ngt nt— Inte ra ﬂe enccder rovid hea(r
suranc as on tos ths to ate roce sesb hrc octors
ﬁerrconcerns ng un rnga om u sman and a physician a vrs%r}/ boar e
rsés\r/ree Ssomegoo strong Systems |n or hearing physicians and working with them on their
he s\ st m is conplex, Bruz onoted ased on more than 7,800 Current Procg lﬁa
eaecrrr{nvrlrsotooqyp codes an asystemo assigning "relative Values" of time and effort spent on

"There are going to beco cerns with a temascom licated as this one," Bruzzq said. "\We have
certarnly ﬁe%rd1 goncerns ike this. 5urgg al 15 towork%utsrc?e I%wsurts 0 resollrregﬁ?erences tﬂat

But Bruzzo noted that similar lawsuits have been filed across the country.

ven within ashr on Suc com aints appear ot 0 beIrmr‘ed fo Regence and Prcmera, And
the doctors w osue as Wee arc S0 not eonyones complaining.

tephanie Marqui eswoman for the state In ur nce Commissioner's Office, said_her office
recel |f aﬁgﬁetterﬁ rom, doctors wi ﬁ IS e Ve Violated tn law. eof%rce

?S many %
sends letters to the insurers, S esard but beyond that has little entorcement power.

Dr. Sam Cullison, re?\dentofth ashrB ton S \/3/‘? MedrcaIAsocratron Sald the associ a]rlron has
nowa measurr eextento e pro em at | have Is earsa evidence t g 1S st urte
QWe u 0 around the state, ghgsrcrans are voicing concerns to me about problems suc

1S In practrcal every meeting 190 t

Many doctors think the ap eaIs and atro ses set up by insurers arc meant to throw
expensrve and time- cons |ng roadb f<s at't |re orts fo ge Pe}[ Ir reimoursement, he sarg

Bat Cullﬁon and Roberts?( noleq the bankruotc 3‘ nﬁs é)fﬁg\é%rtael estern Washrn%ton clinics,

EVI ence that doctors arc fl IP% il y&etl)remen d ? Se practiceS arc
ecomrn? S0 economicatly fragie ertson sal 0 longer can afo d'to Ignore such
Insurerp actices.

Carol M. Oslrom can bereached at 206-464-2249 or costrom(ivseatiletimes.coin.

Copyright © 2002 The Seattle Times Company
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UNITED STATES OF AMERICA

FEDERAL TRADE COMMISSION

WASHINGTON, D.c. 20580

Bureau of Competition
Office of Policy Planning

By Facsimile and First Class Mail January 18, 2002

The Honorable Lisa Murkowski _
Chair, House Labor and Commerce Committee
Alaska House of Representatives

Alaska State Capito

Juneau, AK 1-1182

Re:  Alaska Senate Bill 37

Dear Representative Murkowski:

We write in response to your request for comment on Alaska Senate Bill 37, a bill that
seeks to authorize competing physicians to engage In collective bargalnlnq with health plans over
fees and other terms.1 As discussed below, the Commission has opposed eglslatlon hefore the
U.S. Congress that would create an antitrust exemption for physician collective bargaining, and
the Commission staff has expressed similar concerns about HillS before state legislatures. We
continue to believe that the behavior authorized by the physician collective hargaining legislation
would significantly increase health care costs and harm consumers.

You also specifically solicited our opinion on whether the bill meets the legal test of the
state action doctrine. Asyou know, state economic regulation can immunize private parties from
federal antitrust liability, But only where the dlsglacement of competition furthers a cIearIg
articulated policy of, and is actively supervised by, the state (r}o Jeminent. In the case of Senate
Bill 37, the level" of government involvement described falls far short of the level of “active
supervision” required by the Supreme Court.

. Physician Collective Bargaining

.The Commission’s gpposition to legislation intenced to create an antitrust exemPtion for
physician collective bargaining has historically focused on two fundamental points, both of
which are relevant to your consideration of Senate Bill 37:

1 These comments are views of the staff of the Bureau of Competition and of the Office
of Poth Planning of the Federal Trade Commission., They do not necessarily represent the
views of the Commission or of any individual Commissioner. The Commission has, however,
voted to authorize the Bureau of Competition and the Office of Policy Planning to submit these

comments.



() such legislation would likely harm consumers - an antitrust exemption would
authorize pr|ce-f|xm% by phiysicians, which could be expected to result in increased
consumer costs and decreased consumer access to care; and

(2) such legislation would not likely improve the quality of care - an antitrust exemption
would not Ilkely improve patient care, and there are other, more effective means of
addressing quality of care issues that do not sacrifice the benefits of a competitive

marketplace.

A Consumer Harm

1 testimony before Congress regarding a proposed federal antitrust exemption for
Physmlan collective bargaining,2the Commission detailed the predictable impact on consumers

ht such legislation would have:

Without antitrust enforcement to block price fixing and boycotts designed to increase
health plan payments to, health care professionals, we can éxpect prices for health care
services to, rise substantially. Health plans would have few alternatives to accepting
the collective demands of health care providers for higher fees. The effect of the

bill.. . can be expected to extend to various parties, and in various ways, throughout

the health care system:

Consumers and employers would face higher prices for health insurance
coverage.

e Consumers also would face higher out—ofaoocket eXpenses as copayments
and other unreimbursed expenSes increased.

Consumers might face a reduction in benefits as costs increased.

Senior citizens participating in Medicare HMOs would face reduced
benefits ...

The federal ﬁovernment would an more for health coverage for its
employees through the Federal Employees Health Benefits Program and

military health programs.
State and local governments would incur higher costs to provide health

2 Testimony of Federal Trade Commission before the House Judiciary Committee on
h.R. 1304 (June 22, 1999) (“FTC Testimony on H.R. 1304”) &t 562 vaitan e at _
<http://wAwftc. aov/0s/1990/ 9906/healthcaretestimonv.htm> (Attachment A) (footnotes 3-5in

original).
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benefits to their employees.

State Medicaid P_rqgr_ams attemptin? to use managed care strate?ies 0]
serve their beneficiaries could have to increase their budgets, cut optional
benefits, or reduce the number of beneficiaries covered.

State and local programs providin% care for the uninsured would be further
strained, hecause, by making health insurance cqvera%e more costly, the
pill threategs to increase the already sizable portion otthe population that
IS Uninsured.

These widespread effects are not 5|mﬁly_theoret|cal possibilities. The record of
antitrust law enforcement sets forth the impact of collective egotiations’ on the
Bubllc_. [For example, as described in the Commission’ complaints, collective
argalnln_? by anesthesiologists in Rochester, New York, and by obstetricians in
Jacksonville, Florida, forced health plans to raise their reimbursement, and the result
was increased premiums for the HVIOs" subscribers.3 Other cases have challenged
actions by associations _otharmausts who succeeded in forcing state and local
8overnments to raise reimoursement levels paid under their employee Prescrlﬁ)tlo,n
rug plans.4 In one such case, an administrative lawjudge found that the collective
fee demands of pharmacists cost the State of New York'an estimated $7 million.5

~ Prior Commission cases illustrate the t i)es of physician conduct that have raised problems.
Price-fixing is one t%pe of such conduct, and last Year'Sa 1aska Heaith Network, 1nc.6 CaSE IS a
prime example. In that case, the Commission alleged that competing physicians organized and
conspired to fix the Erl_ces and other competitively significant terms on which they would ceal
with health plans in Fairbanks, Alaska. Another fype of conduct is price-related group boycotts,
such as the one addressed Inthe w o »ysicians o fSoughwest Loujsiana, 1nc1Case. There, the
Commission charged a group of competing Physluans with conspiring not to deal with certain
third-party payers, as part of an unlawful enterprise designed to prevent managed care contracts

3 Southbank IPA. Inc.. 114F.T.C. 783 (19913 Sconsent order); Rochester
Anesthesiologists. 110 F.T.C. 175 (1988) (consent ordr).

4 See, e.g., Baltimore MetroEoIitan Pharmaceutical Assoc.. Inc, and Maryland
Pharmacists Assac., 117 F.T.C. % 590994 (consent order); Pharmaceutical Society of the State of
New York, Inc., 113 F.T.C. 661 (1990) (consent orcer).

5 See Peterson Din%Company, 15FT.C. 492, 540 81992), See also Pharmaceutical
Society of the State of New York, Inc., 113 F.T.C. 661 (1990) (consent order).

6 Docket No. C-4007, 2001 WL 443471 (F.T.C. April 25, 2001) (consent order).

7 Docket No. C-3824, 1998 WL 566834 (F.T.C. August 31, 1998) (consent order).
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from taking hold in the Lake Charles, Louisiana region.

There is widespread agreement that horizontal agreements among competitors can raise the
most significant competitive concerns. The facilitation of naked horizontal price-fixing is among
the most serious ofthese concerns, as such conduct predictably and consistently results in |
substantial consumer harm. Departing from the lgeneral rules of antitrust in such a competitively
sensitive area presents substantial risks that would not be offset by procompetitive gains from

physician collective bargaining.

The two arguments that have typically been presented to justify a departure from the
general rules of antitrust in this context are that, given health plan concentration, physician
collective bargalnlnq would (L) increase patients” quality of carg, and d(2) allow physicians to
bar%am on amore “fevel playing field.” The former argument is based on a misunderstanding of
both current law and the effects of collective bargaining, as will be discussed in the next section.

The latter arc‘;_ument is more straightforward, but equally problematic. As the Commission
explained in its testimony before Congress:

Arﬁum_ents that consumers would not be harmed by an antitrust exemption for
collective ban};amm l()jy independent health care professionals appear to rest on
assertions that the [?e eral} bill would halance the bar%amlng power between health
care professionals and health plans. These assertions, however, are incorrect. The hill
would permit doctors to create monopolies. On the health plan side of the ledger, the
evidence does not support the suggestion that most (or even many) areas have only
one or two health plans.8

Furthermore, even if the assumption that physicians confront monopoly health plans were
correct, authorizing collusive conduct by thS|Q|ans would not necessarily sérve the Interests of
consumers. The argument that physician collusion would mereIY counterfalance hyloothetlcal
monopsony power by health Plans |mPI|C|tIy assumes that collective bargaining would generate
i)_h){smlan ees no larger than the fees that Would exist in a competitive mark™*" However, there is
ittle reason to believe that a successful physician cartel would settle for fees at the competitive
level. 1f ahealth plan possessed actual market power, health care consumers could be doubly
harmed by physician collective bargaining, because they could be forced to pay the health care
plan’s monapoly mark-up on top of the levated fees charged by the physicians.

B.  Quality of Care

Proponents of antitrust exemptions for physicians often suggest that greater ph¥sician ,
bargaining power against health ﬁlanslwould result in increased quality of care for patients. This
claim fails Tor two reasons: (L) pnysician collective bargaining has historically focused on

S Testimony on H.R. 1304, supra note 2, at 6-7.
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physician compensation, rather than patient care; and FZ) current antitrust law already permits
physicians to work collectively on legitimate quality of care issues.

Immunizing collective bargainin? Imposes costs while providing little assurance that
consumers’ interest in quality care will be served. As the Commission stated before Congress:

Collective bargialnlng rights are designed to raise the incomes and improve the

working conditigns of union members. The law protects the United Auto Workers’
right to bargain for higher wages and better working conditions, but we do not rely on
the UAW to hargain for safer cars. Congress addressed those concerns in other ways.9

_ Moreover, discussions between physician groups and health plans are not illegal. Current
antitrust law permits doctors to coIIectlveI1y neﬂotlate with health plans in various circumstances
inwhich consumers are likely to benefit, The Health Care Guidelines - {omtly Issued by the
Federal Trade Commission and the Antitrust Division of the Department of Justice - emphasize
physicians’ ability under the antitrust laws to organize networks, and other joint arrangements, to
deal c_oIIectlveI?/ with health plans and other purchasers.D In addition, through their professional
societies and other giroups, health care professionals can jointly provide information and express

opinions to health plans. 1.
As the Commission explained in its congressional testimony: 2

[T]he antitrust laws do not Rrohlblt medical societies and other (tlroups from engaging
In collective discussions with health plans re?a_rdlng issues of patient care. Among
other things, physicians may collectively explain to"a health plan why they think a
particular policy or practice is medically unsound, and may present medical or

scientific data to support their views ... ,B

9 FTC Testimony on H.R. 1304, supra note 2, at 10

D See Statements of Antitrust Enforcement Policy in Health Care, 4 Trade Reg. Rep.
(CCFI) T13,151 (Aug. 19% (I‘Health Care Guidelines™)avaitabie 2t <http://www.ftc.gov,
reports/ hith3s.htm>. " The Health Care Guidelines discuss “messenger model” arrangements
designed to minimize the costs associated with the contracting process.

1L See, e.0., Schachar v. American Academy of Ophthalmology, 870 F.2d 397 (7th Cir.
1989); Statements 4-5 of Health Care Guidelines, supra note 10

U pj£ Testimony on H.R. 1304, supra note 2, at 7-8 (footnotes 13-15 in original).

B [The Health Care Guidelines] create an antitrust safety zone for health care providers'
collective provision of non-fee-related information to health plans... . [See Statement 4 of

Health Care Guidelines, supra note 10]
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The Commission has never hrought a case based on physicians’ collective advocacy
with a health plan on an issue involving patient care. Cur cases have addressed
instances in which physician giroups (1% negotiated collectively on fee levels or other
price-related issues, or (2) collectively refused to contract with plans, either to gain
acceptance of their price-related demands or to prevent or delay market entry by
manaqed care plans generally. In all such cases, the Commission has been very
careful to make sure that its orders do not interfere with the legitimate exchange of
information and views between health plans and health care practitioners. Indeed, in
the Commission's first litigated case involving collective ne%otlatlons b}/ phg'smlans -
M ichigan State M edical Society —tNE Opinion emphasized that the antitrust laws do
not Prohlblt health care Frowders' collective provision of information and views to
health plans. 4 Sﬂecmc anguage was inserted in that order, and in subsequent orders,
to make it clear that bans on anticompetitive agreements amonﬁ competing providers
do not prohibit the provision of information and views to health plans concerning any
Issue, including reimbursement. b

Accordingly, blanket antitrust immunity for physician pricefixing is not necessary to
protect patient welfare.

II.  The Alaska Bill

. Nonetheless, Senate Bill 37, like its federal and state counterparts, seeks to confer antitrust
immunity with respect to collective physician conduct, To be sure, Senate Bill 37 also contains a
number of provisions designed to protect consumers from the Rotentlal harms arising froma
physician collective bargaining exemption. In some respects, these provisions resemble
protections contained in physician collective bargaining bills introduced in Texas and the District
of Columbia, on which the Commission staff also has commented. As with the protections in
the Texas and District of Columbia bills, these provisions - addressing a health plan’s market
power, the size of the physician bargaining group, and potential boycott conduct - do not
alleviate the risk of substantial consumer harm resulting from a collective bargaining exemption.

¥ 10LFT.C. [191] at 302-09 [(1983)].

B 1d. at 314; see also Southhank [PA, 114 F.T.C. 783 (1991) (consent order); Rochester
Anesthesiologists. 10F.T.C. 175 (1983) (consent order).

b Letter to the Texas Legislature on Senate BIill 1468 (I\/IaY 13 1999? available at
<http:/Amw.ftc. gov/be/va90C09.htm> %ttachment B): Letter to the District of Columbia Office
of Coiporation Counsel on Bill No. 13-333 (Oct. 29, 1999) (“District of Columbia Letter”)
cvailable ot <htp://mmw.ftc. gov/be/rigsbv.him> (Attachment C).
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