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R E A L T O R  ®

741 Sesame Street, Suite 100 • Anchorage, Alaska 99503 
Telephone 907-563-7133 • Fax 907-563-8476

ALASKA ASSOCIATION OF REALTORS, INC.

April 11, 2003

The Honorable Kevin Meyer 
Alaska House of Representatives 
State Capitol Building, Suite 513 
Juneau, Alaska 99801

In Re: House Bill 151,Relating to the Right to Repair 

Dear Representative Meyer:

The Alaska Association of REALTORS with over 1,100 members statewide 
supports House Bill 151, which provides consumers and construction 
professionals with a process to resolve construction defect issues on new homes 
or homes that undergo substantial remodeling.

We favor this bill because it gives the conscientious builder the opportunity to 
repair any legitimate defects in a home, and satisfies the homeowner by having 
the defect repaired. The Association is in agreement that a long and costly 
lawsuit should be the last avenue to resolve a problem.

The Alaska Association of REALTORS encourages the passage of House Bill 151.

Sincerely,
N *

d i W o i j L

Carole Winton 
President

,  REALTOR is a rogistered  mark which idontihos a professional in

The voice for Real Estate i n AI as ka r«ai es'?>° "■ »•*; c°\° slej"ics asjmomb°r
of the NATIONAL ASSOCIATION OF REALTORS
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The Honorable Kevin Meyer 
Alaska House ofR spresontetives 
S tate  Capitol Building, Butte 513 
.Juneau, AK 99501

Re; House Bill 1 5 1 , Right to  Repair

D ear R epresentative Meyer:

Thank you for sponsoring HB151, the  right to  repair tagteladon. Thta le tte r 
Is to  ex p ress  my support for the  bill.

Liability Insurance ra te s  e re  sharply increasing to r  co n trac to rs  ao ro ss  th e  
nation—a s  weH a s  Alaska. Rates have increased  oignflfosntiy to  my 
business tola year. A company toot I dealt with last y e a r has putted ou t of 
Alaska, and ft to Increasingly harder to  find a  com pany w ho h a s  b e en  In 
Alaska for a  period o f time o r who wifi continue to  cover Rabfflty cov erag e  
here  in our s ta te  in the  futura.

The opportunity fo r th e  builder to  be able to  repair any d efects  in a  home 
win provide a  sofution to  the  buyer and, hopefully, p reven t costly bnm iJts, 
Which In turn , rateo the  coot of Insurance. If the repa ir d o e s  n o t so lve the  
Issue, both p arties oUH retain their right to  cfahna in court. Homeowne ia  
end builders do  no t w ant to  pay costly legal fees and sp en d  significant 
time In co u rt before th e  repair is done.

HB151 le e w a y  adowing th e  builder to  fix the  p robK n . Thank you for 
sponsoring this bin.

Lakfha G ustafson, Vice President 
White Spruce Enterprises, Ino.
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Hwt Honorable Kevin Meyer 

Ala? Va. House of Representatives 

State Capitol Building, Suite 513'

Juneau, Aladea 99801

laKe: House Bill 151/ Bight to Repair

D*arRep.Meyan

Tbank you fog sponsoring HB151, the righto repair legislation. This letter is to 

express® my support ibi tbebffl.

Across the entire nation -and especially In Alaska rigbt now - liability Insurance 

rates axe dramatically increasing. Theccst to my business has increased- and te. 

faet it jg becoming even more difficult to find carriera who will provide coverage.

This Icgislation is a wio-win situation. A conscientious builder who wants to do 
a good Job will have the opportunity to repair any deflects bx a homo. Abo, the 
homeowner will have the defect repaired- A long and costly lawsuit only makes 

the problem worse for both sides.

In the event thatthc nobficntSon process in HB151 does ItCt Solve the issue--both 

sides wiH retain their right, to pursue Hahns in court if absolutely necessary. The 

idea here is that lawsuits should be the last thing that should be done to fix a 

problem.
♦

A home fa indeed a person's castte, and in znoct cases te the single largest 

investment that a family wffi make. Legitimate defects in a home should be 

repaired before the problem becomes worse for both the homeowner and the 

builder. Letting a problem fester wMe disputes wind their way through the 

court system only creates more potential cost for the builder and a potentially 

unsafe living situation £o? thehasneowaer. HB151 tries to avoid this mesa by 

simply saying "let the builder fix the proWem".

Thank you again for sponsoring this bill and your efforts. Please let me know 

how I can help you get this legislation passed thn session.

3 3 0  O ta a t e e s e  H ighw ay  # 4 0 2  « F a irb an k s , A laska  9 0 7 0 1 .3 1 2 6  * (907) 4 3 8 4 1 0 3 0  •  F ax  {907) 4 5 7 -3 8 0 8
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The Honorable Kevin Meyer 
Alaska fffpgse of Itepfr^tatives 

. State Capital Building, Siritc 513
Ttinean, Alaska 99801

1« • • .
.N

InRfi: H ouse Bill 151, B ight to  Repaid 

Pear Rep. Mever: "*
■ /-ic

I ■

XhaiAymi for sponsoring&B15L ihe right tgrepair legislation. This letter ja to 
fexprcssmy support for the bflt

• * \  ... •
Across the enlircA afen-and espeqaUy in Alaska right now -  liability insmanos 
rating are dramatically mcrcaging. The to my b u sin g  has increased, and in 
fact it is becoming even more difficult to find earners who wifl provide coverage. |

* t  •

This legislation k  a win-ovin situation.' A conscientious builder who wants to do 
a good job will have the opportunity to repair any defects in a  home. Also, the 
homeowner will have the defect repaired. -A long and ooetfy lawsuit only makes 
the problem worse for both sides.

In the event that the notification process ̂  H&151 does not solve the issue-both 
sides will retain their right to pursue claims m court if absolutely necessary. ’Ore 
idea here is that lawsuits should be the last thing that should be done to fix a 
problem.

I • *
A home is indeed a person's castle, and in most cases is the single .largest 
investment thata family will make. Legitimate defects in a home should be 
repaired before the problem becomes worse for both the homeowner and the 
builder. Letting a problem fester while disputes wind their way through the 
court system only creates more potential cost for the builder and a potentially 
unsafe living situation for the homeowner. ,* HB151 tries to avoid this mess by 
simply saying 'le t the builder fix the problem".

Thank you again for sponsoring this bill and your efforts. Please let me know 
how I can help you get this legislation passed this session.

*. • •

M 3 £ * . . '•  M ’ •
Carolyn M. Foelsch, GKD, CBD ,

p . 0 i
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ALASKA STATE HOUSE OF REPRESENTATIVES

Interim Address:
3044 Badger Road, Suite 290 
North Pole, AK 99705
(907)-488-5725 
Fax# (907)-488-4721

REPRESENTATIVE JOHN CO G HILL
MAJORITY LEADER

Sponsor Statement 
HB 184 -  Deferred Annuity Products

HB 184 is an act relating to individual deferred annuity products that 
are regulated by the Alaska Division of Insurance under Alaska 
insurance statutes. The current economic trends and the corresponding 
drop in market interest rates prompts the need for this legislation. 
Specifically, the proposed insurance code revision deals with 
guaranteed minimum interest rates that determine minimum values 
holders of a fixed annuity product must receive upon policy surrender. 
This law would provide two basic essential provisions: 1. Give
companies relief in times of low interest rates and 2. Provide an 
appropriate minimum guarantee for the consumer.

As originally introduced, the bill would have simply reduced the 
guaranteed minimum interest rate to 1.5 % from the current 3% rate. 
This reduc:ion reflects the decline of yields on fixed investments that 
have occurred over the last two years, and presented a practical short­
term response to this problem that over 16 states have already addressed 
and adopted.

Even with die declining rates, fixed annuities present an attractive 
choice for millions of conservative, long-term investors—increasingly 
so as equity markets continue to produce losses or weak returns. The 
1.5% figure would have made these products continually viable and 
available.

The National Association of Insurance Commissioners (NAIC) has 
been working on a long-term solution to the problem, and recently 
adopted The Standard Nonforfeiture Law for Individual Deferred 
Annuities. The revised version of HB 184 reflects that long-term 
solution. The model act has gained broad support among regulators and 
the insurance industry.

HB 184 recently passed the House.

Session Contact:
(907)-465-3719
FAX# (907H65-325S
State Capitol 

Room 204

Rc‘pru.scntativc_.Iohn_Co«hill@ LEG IS.state .ak.us

mailto:hill@LEGIS.state.ak.us


F S C A L  N O T E

2003 LEG ISLAT IVE SESSION Bill Version: HB184
() Publish Date: ______

STATE OF ALASKA Fiscal Note Number: ______

Revision Date/Time (Note if correction):______________________ Dept. Affecte_d:_________Law_____
Title "An Act relating to individual deferred___________BRU Civil Division________
annuities:. . _________________________________________ Component Fair Business Practices
Sponsor Representative Coghill______________________  ___________________
Requester House Labor and Commerce Committee________ Component No. 2206

Expenditures/Revenues______________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below. ______________
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 
T ravel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE_________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata page if necessary)
This bill changes the interest rate used in determining the minimum nonforfeiture amount for certain deferred annuities 
from three percent to one and a half percent.

Passage of this legislation will have no fiscal impact on the Department of Law.

Prepared by: Joan M. Kasson Phone (907) 465-5370
Division Attorney General's Office  Date/Time 3/28/03 2:45 PM
Approved by: Joan M. Kasson for Gregg D. Renkes, Attorney General  Date 3/28/2003_____
Agency Department of Law___________________________________

(Revlsod 9/2002 OMB) Page 1 of 1



F I S C A L  N O T E

STATE OF ALASKA
2002 LEG ISLAT IVE SESSION

Revision Date/Time (Note if correction): 
Title

Fiscal Note Number: 
Bill Version:
() Publish Date:

SSHB 134

Individual Deferred Annuities
Dept. Affec'ed: Community & Economic Development
BRU Insurance (116)_________________
Componer i Insurance______________________

Sponsor
Requester

Representative Coghill
House Labor & Commerce Component No. 354

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

(Thousanc s of Dollars)

OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE___________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimato of any current year (FY2002) cost: 0.0
Check this box (X) If funding for this bill Is included in the Governor's FY 2003 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

Any cost to enforce the provision on insurers would be absorbed within existing division resources.

Prepared by: Linda S. Hall. Director___________________   Phone 269-7900
Division Division of Insurance Date/Time 4/1/03 5:18 PM

Approved by: Edgar Blatchford, Commissioner_________________________ Date 4/1/2003
Agency Department of Community & Economic Development________

(Rovisod 9/2001 OMB) Page 1 of_1__
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NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
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Kansas City MO 
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INTERNATIONAL 
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444 North Capitol St NW 
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20001-1509 
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1411 11 ROADWAY 
PT" Floor 

New York NY 
10018-3402 

VOICE 212-398-9000 
FAX 212-382-4207

WORLD 
WIDE WEB

www.uaic.org

TO: Merwin Stewart, Chair
Life Insurance and Annuities (A) Committee

FROM: Michael Batte, Chair
Life and Health Actuarial Task Force

DATE: March 8, 2003

SUBJECT: Project History of Revisions to the “Standard Nonforfeiture Law for
Individual Deferred Annuities (“Model’')”

At its meeting on Friday, March 7, 2003, the Life and Health Actuarial Task Force (“Task 
Force”) voted to recommend that the Life Insurance and Annuities (A) Committee adopt the 
M«del. In order to assist the A Committee in its review of this document, I am submitting the 
following brief project history. Please feel free to contact me if you have additional questions.

1) W hat issues was the pro ject intended to address?

At the Executive Committee and Plenary Meeting in San Antonio, Texas, on February 8, 
2002, the issue of the appropriate interest rate to incorporate into Section 4 of the Model was 
discussed. The following excerpt from the minutes summarizes that discussion:

Commissioner Koken, vice chair of the Life Insurance and Annuities (A) 
Committee, stated that the A Committee has been reviewing the issue of the 
minimum nonforfeiture rate on annuities. It is currently 3%, which in the 
current economic climate means that companies may have to take some 
products off the market because they can’t invest at that rate, or there will be 
real solvency concerns. The recommendation from the A Committee is to 
support the industry in their efforts to go to the legislatures and ask for a 
reduction in the nonforfeiture rate to 1.5% and to give a charge to the Life and 
Health Actuarial Task Force to develop a long-term solution to this issue. The 
group believes that ultimately an indexed rate is the best response so that as 
the economy changes it will not be necessary to go back to the legislatures.

The minutes of that meeting further show that the following motion was adopted: 
"Recommend that the states support a 1.5% nonforfeiture with a sunset of July 1, 2004 and a 
charge to develop an indexed rate.”

http://www.uaic.org


In a subsequent discussion of the Task Force, the project was defined to include the following general scope 
(as captured in the Life and Health Actuarial Task Force minutes from March 14-15, 2002):

William Schreiner (ACLI) reported that the ACLI has a committee studying this matter, and 
that committee is looking for the Task Force’s input on areas to study. He said “it is fair that 
you will want to look at more than just the interest rate.” A lengthy, wide-ranging discussion 
ensued on how to proceed. Mr. Hartnedy summarized the discussion by saying that three 
potential areas of inquiry had been identified: 1) “You’ve got to carefully consider in the 
change of any minimum guarantees the surrender charge;’’ 2) “We’re very interested in a 
dynamic or, if you will, index rate”; and 3) “We want pros and cons as to impact on people 
in different circumstances by doing this.” Mr. Gorski suggested “maybe there is a need to 
think about disclosure at the same time.” Mr. Schreiner added that “all the elements of the 
(nonforfeiture) ‘formula’ will be in play."

2) What states participated in drafting the model?

The following states are currently members of the Task Force: New Mexico (Chair), Arkansas (Vice- 
Chair), California, Connecticut, Florida, Illinois, Minnesota, Nebraska, New York, Oklahoma, 
Pennsylvania, Texas, Utah, and Vermont.

3) What general procedure was followed in drafting the model? What efforts were made to assure 
that all interested parties were provided an opportunity to comment during the drafting 
process?

The efforts of the Task Force were closely coordinated with all industry interested parties In 
addition to open sessions at the quarterly meetings of the NAIC, seven conference calls were l ;ld 
over the last year to discuss the various submissions and drafts of the Model. Notice of those 
conference calls was posted on the NAIC’s home page on the Internet and e-mailed lo approximately 
200 regulators and interested parties, including representatives of the American Council of Life 
Insurers, the National Alliance of Life Companies, the National Fraternal Congress of America, and 
the American Academy of Actuaries (AAA).

4) What significant issues were raised during the drafting process, and how were those issues 
resolved?

Given this complexity of this topic and the myriad of opinions, it is impossible to put together a brief 
description which captures a) all of the issues raised and b) all of the detail underlying those issues. 
Any summary will of necessity be a broad overview and will omit numerous particulars of the 
project. However, I believe that the items below represent the major points of discussion:

A) Is there really a need to change the Model?

Many regulators expressed doubts regarding whether there was a need to change the Model. This 
excerpt from Frank Dino’s (Florida Department of Financial Services) summary of the October 10, 
2002, conference call of the Task Force summarized the basic nature of those concerns:

Some of the previously expressed doubts regarding whether a problem actually 
exists in the current nonforfeiture law were repealed. It was noted that the current 
law allows initial expense loads of 35% and 10% for flexible premium and single 
premium products, respectively. Even ignoring annual expense charges, it would 
take fifteen years and four years, respectively, for the minimum values to match the

© 2003 National Association of Insurance Commissioners 2



original deposit, assuming the m inim um  3% were credited each year. It was also 
noted almost all states interpret the existing law as im posing a cum ulative standard, 
rather than requiring that a m inim um  interest credit o f 3%  be applied each year. This 
gives companies the ability to credit less than 3%  som e years (provided they can still 
m eet the cum ulative requirem ent).

U ltim ately, a consensus emerged on the Task Force that changes to the Model should be made. The 
distinct expense loads for flexible prem ium  and single prem ium  products were elim inated, and 
replaced by a single standard of 12.5%. In its first draft M odel subm itted on August 22, 2002, the 
ACLI suggested 15%. However, subsequent discussions resulted in the com prom ise figure o f 
halfw ay between the existing 10% standard for single prem ium  annuities and the A C L I’s proposed 
15%.

B) W hat should be the basis of the index used in establishing the minimum nonforfeiture 
interest rate?

Early on in this project, it becam e clear that there is no econom ic or actuarial theory that makes any 
one index the obvious choice over another. The following suggestions were am ong the many 
received:

In correspondence received on M ay 24, 2002, the ACLI suggested the following:

Proposal: five-year constant m aturity treasuries (CM T) is proposed as the basis o f 
required minimum interest rate credits,

Rationale: the use of a CM T basis has the virtue o f expected continuous availability, 
while the choice o f a five-year basis lies between short and longer-term  maturities.

T he ACLI provided this com m entary with the subm ission o f their initial proposal for actual draft 
language on August 22, 2002: “T he interest rate proposed is the Five-Y ear Constant M aturity 
T reasury rate (CM T) as of June 30 of the preceding calendar year minus two and one-half percent 
(2.5% ), but not greater than four percent (4% ) nor less than one percent (1% )."

In a subm ission dated Novem ber 13, 2002, the ACLI modified its proposal as follows: “Index Basis: 
3 Y ear Constant M aturity Treasury (m onthly) rate -  minus 150 basis points, but not less than 1%.”

In a subm ission dated January 22, 2003, the ACLI made the following recom m endation: “Therefore, 
we urge that the index basis in the proposed model Individual D eferred Annuity N onforfeiture Law 
lv. changed to the three-year CM T reduced by 125 bps.’’

In a subm ission labeled “Prelim inary D raft" dated Septem ber 10, 2002, the AAA stated that "an 
index rate for the annuity non-forfeiture value can be based on either the Treasury Curve, The Swap 
C urve (or) som ewhere on any m yriad o f credit curves." The subm ission includes a description of 
how LIBOR swap rates might be used:

U nder this approach we define the N on-Forfeiture Interest Rate (NIR) as equal to the 
Applicable Swap Rate less X. T he Applicable Swap Rate is the monthly average 
swap rate for a swap whose term  is equal to the term  o f the guarantee period for the 
premium /renewal (rounded up to the next whole year) during the month the 
prem ium  is received or the renewal rate is set.

© 2003 National Association of Insurance Commissioners 3



Many other comments were provided relative to the appropriate choice of an index, as well as 
a) what reductions to the index should be made to recognize company expenses and b) maximum 
at. J minimum limits on the interest rates.

In a reaching a decision, the Life and Health Actuarial Task Force concluded that the Five-Year 
CMT less 125 basis points provides a reasonable balance between 1) giving companies relief in 
times of low interest rates and 2) providing an appropriate minimum guarantee for the consumer. 
Also, a consensus seemed to emerge on the Task Force in agreement with the position expressed in 
the January 22, 2003, submission from the ACLI: “The primaty goal of the law’s revision is to 
provide a means to permit lower interest rate guarantees than the current law allows in low interest 
rate environments.” Accordingly, a cap equal to the existing 3% interest rate was established. 
However, in order to provide some minimum level of guarantee to the consumer, a floor of 1% was 
also established. Finally, flexibility was provided to the companies by allowing for the 
redetermination of the minimum interest guarantees on a periodic basis.

C) Should a lower minimum nonforfeiture interest rate be allowed for equity-indexed 
annuities?

This matter was not raised in a substantive way by any of the interested parties until the Task Force 
meeting in December 2002. Subsequently, a report was received from the AAA (dated January 27, 
2003) that recommended the following: “The Academy of Actuaries recommends that an offset for 
Equity Indexed Annuities be allowed. The Academy strongly believes there is a need for an offset as 
long as the product provides a meaningful equity participation guarantee."

The Task Force agreed with this recommendation, and inserted the following language into the 
Model:

During the period or term that a contract provides substantive participation in an 
equity indexed benefit, it may increase the reduction described in Subsection B(2) 
above by up to an additional 100 basis points to reflect the value of the equity index 
benefit. The present value at the contract issue date, and at each redetermination date 
thereafter, of the additional reduction shall not exceed the market value of the 
benefit. The commissioner may require a demonstration that the present value of the 
reduction does not exceed the market value of the benefit. Lacking such a 
demonstration that is acceptable to the commissioner, the commissioner may 
disallow or limit the additional reduction.

The commissioner may adopt rules to implement the provisions of Section 4C and to 
provide for further adjustments to the calculation of minimum nonforfeiture amounts 
for contracts that provide substantive participation in an equity index benefit and for 
other contracts that the commissioner determines adjustments are justified.

Several members of the Task Force expressed a desire that a model regulation be developed to assist 
the states in implementing this provision.

5) What arc the implications of this project for accreditation and codification?

Since this project does not deal with solvency monitoring, there is no impact for accreditation and 
codification.

w:\,mar03\tl\lha\prhsannf.doc
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(6) term policy of decreasing amount, which provides no guaranteed nonforfeiture ^r endowment 

benefits, on which each adjusted premium, calculated as specified in (h) - (w) of this section is less than 
the adjusted premiums calculated, on a policy of uniform amount or renewal thereof, which provides no 
guaranteed nonforfeiture or endowment benefits, issued at the same age and for the same initial amount of 
insurance for a term defined as follows: for ages at issue 50 and under, the term shall be 15 years; 
thereafter, the term decrease one year for each year of age beyond 50, and for a term of 20 years or less 
expiring before age 71, for which uniform premiums are payable during the entire term of the policy;

(7) policy, which provides no guaranteed nonforfeiture or endowment benefits, for which no cash 
surrender value, if any, or present value of any paid-up nonforfeiture benefit, at the beginning of any policy 
year, calculated as specified in (d) - (w) of this section, exceeds two and one-half percent of the amount of 
insurance at the beginning of the same policy year;

(8) policy which shall be delivered outside this state through an agent or other representative of the 
insurer issuing the policy.

(bb) For purposes of determining the applicability of subsection (aa), the at expiry for a joint term life 
insurance policy shall be the age at expiry of the oldest life.

(cc) The operative date of this section is January 1, 1968 except that an insurer may elect to comply 
with this section before that date by filing a written notice of election with the director. A written notice of 
election is not effective unless the insurer specifies in the notice

(1) the date upon which this section is to be operative, which date must be later than the date on which 
the notice is filed;

(2) the policies to which this section applies.

Sec. 21.45.305. Standard nonforfeiture law for individual deferred annuities.

(a) This section does not apply to any reinsurance, group annuity purchased under a retirement plan or 
plan of deferred compensation established or maintained by an employer, including a partnership or sole 
proprietorship, or by an employee organization, or by both, other than a plan providing individual 
retirement accounts or individual retirement annuities under 26 U.S.C. 408 (Internal Revenue Code), as 
amended, premium deposit fund, variable annuity, investment annuity, immediate annuity, any deferred 
annuity contract after annuity payments have commenced, or reversionary annuity, nor to any contract that 
shall be delivered outside this state through an agent or other representative of the company issuing the 
contract.

(b) In the case of contracts issued on or after the operative date of this section as defined in (k) of this 
section, no contract of annuity, except as stated in (a) of this section, may be delivered or issued for 
delivery in this state unless it contains in substance the following provisions, or corresponding provisions 
that in the opinion of the director are at least as favorable to the contract holder, upon cessation of payment 
of considerations under the contract: (1) that upon cessation of payment of considerations under a contract, 
the company will grant a paid-up annuity benefit on a plan stipulated in the contract of such value as is 
specified in (d) - (g) and (i) of this section; (2) if a contract provides for a lump sum settlement at maturity, 
or at any other time, that upon surrender o f the contract at or before the commencement of any annuity 
payments, the company will pay in lieu of any paid-up annuity benefit a cash surrender benefit of such 
amount as is specified in (d), (e), (g) and (i) of this section; the company shall reserve the right to defer the 
payment of that cash surrender benefit for a period of six months after demand for the payment with

D O C  BodyPagc http://old-w w w .legis.slate.ak.us/cgi-bin...02/quer> '=*/doc/((8729)/pagcitem s=[body]'
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surrender of the contract; (3) a statement of the mortality table, if any, and interest rates used in calculating 
any minimum paid-up annuity, cash surrender, or death benefits that are guaranteed under the contract, 
together with sufficient information to determine the amounts of those benefits; (4) a statement that any 
paid-up annuity, cash surrender, or death benefits that may be available under the contract are not less than 
the minimum benefits required by any statute of the state in which the contract is delivered and an 
explanation of the manner in which those benefits are altered by the existence of any additional amounts 
credited by the company to the contract, any indebtedness to the company on the contract or any prior 
withdrawals from or partial surrenders of the contract. Notwithstanding the requirements of this 
subsection, any deferred annuity contract may provide that if no considerations have been received under a 
contract for a period of two full years and the portion of the paid-up annuity benefit at maturity on the plan 
stipulated in the contract arising from considerations paid before that period would be less than $20 
monthly, the company may at its option terminate the contract by payment in cash of the then present value 
of such portion of the paid-up annuity benefit, calculated on the basis of the mortality table, if any, and 
interest rate specified in the contract for determining the paid-up annuity benefit, and by that payment shall 
be relieved of any further obligation under the contract.

(c) The minimum values as specified in (d) - (g) and (i) of this section of any paid-up annuity, cash 
surrender, or death benefits available under an annuity contract shall be based upon minimum 
nonforfeiture amounts as defined in this section:

(1) With respect to contracts providing for flexible considerations, the minimum nonforfeiture amount 
at any time at or before the commencement of any annuity payments shall be equal to an accumulation up 
to that time at a rate of interest of three per cent a year of percentages of the net considerations as defined 
in this paragraph paid before that time, decreased by the sum of (A) any prior withdrawals from or partial 
surrenders of the contract accumulated at a rate of interest of three per cent a year; and (B) the amount of 
any indebtedness to the company on the contract, including interest due and accrued, and increased by any 
existing additional amounts credited by the company to the contract. The net considerations for a given 
contract year used to define the minimum nonforfeiture amount shall be an amount not less than zero and 
shall be equal to the corresponding gross considerations credited to the contract during that contract year 
less an annual contract charge of $30 and less a collection charge of $1.25 per consideration credited to the 
contract during that contract year. The percentages of net considerations shall be 65 per cent of the net 
consideration for the first contract year and 871/2 per cent of the net considerations for the second and later 
contract years. Notwithstanding the provisions of the preceding sentence, the percentage shall be 65 per 
cent of the portion of the total net consideration for any renewal contract year which exceeds by not more 
than two times the sum of those portions of the net considerations in all prior contract years for which the 
percentage was 65 per cent.

(2) With respect to contracts providing for fixed scheduled considerations, minimum nonforfeiture 
amounts shall be calculated on the assumption that considerations are paid annually in advance and shall 
be defined as for contracts with flexible considerations which are paid annually with two exceptions:

(A) the portion of the net consideration for the first contract year to be accumulated shall be the sum 
of 65 per cent of the net consideration for the first contract year plus 221/2 per cent of the excess of the net 
consideration for the first contract year over the lesser of the net considerations for the second and third 
contract years;

(B) the annual contract charge shall be the lesser of $30 or 10 per cent of the gross annual 
consideration.

(3) With respect to contracts providing for a single consideration, minimum nonforfeiture amounts

ninnoi
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shall be defined as for contracts with flexible considerations except that the percentage of net consideration 
used to determine the minimum nonforfeiture amount shall be equal to 90 per cent and the net 
consideration shall be the gross consideration less a contract charge of $75.

(d) Any paid-up annuity benefit available under a contract shall be such that its present value on the 
date annuity payments are to commence is at least equal to the minimum nonforfeiture amount on that 
dale. Such present value shall be computed using the mortality table, if any, and the interest rate specified 
in the contract for determining the minimum paid-up annuity benefits guaranteed in the contract.

(e) For contracts which provide cash surrender benefits, such cash surrender benefits available before 
maturity may not be less than the present value as of the date of surrender of that portion of the maturity 
value of the paid-up annuity benefit which would be provided under the contract at maturity arising from 
considerations paid before the time of cash surrender reduced by the amount appropriate to reflect any 
prior withdrawals from or partial surrenders of the contract. The present value shall be calculated on the 
basis of an interest rate not more than one per cent higher than the interest rate specified in the contract for 
accumulating the net considerations to determine the maturity value, decreased by the amount of any 
indebtedness to the company on the contract, including interest due and accrued, and increased by any 
existing additional amounts credited by the company to the contract. In no event may any cash surrender 
benefit be less than the minimum nonforfeiture amount at that time. The death benefit under such contracts 
shall be at least equal to the cash surrender benefit.

(f) For contracts which do not provide cash surrender benefits, the present value of any paid-up 
annuity benefit available as a nonforfeiture option at any time before maturity may not be less than the 
present value of that portion of the maturity value of the paid-up annuity benefit provided under the 
contract arising from considerations paid before the time the contract is surrendered in exchange for, or 
changed to, a deferred paid-up annuity. The present value shall be calculated for the period before the 
maturity date on the basis of the interest rate specified in the contract for accumulating the net 
considerations to determine the maturity value, and increased by any existing additional amounts credited 
by the company to the contract. For contracts which do not provide any death benefits before the 
commencement of any annuity payments, the present values shall be calculated on the basis of the interest 
rate and the mortality table specified in the contract for determining the maturity value of the paid-up 
annuity benefit. However, in no event may the present value of a paid-up annuity benefit be less than the 
minimum nonforfeiture amount at that time.

(g) For the purpose of determining the benefits calculated under (e) and (f) of this section, in the case 
of annuity contracts under which an election may be made to have annuity payments commence at optional 
maturity dates, the maturity date shall be considered to be the latest date for which election shall be 
permitted by the contract, but is not considered to be later than the anniversary of the contract next 
following the annuitant's 70th birthday or the 10th anniversary of the contract, whichever is later.

(h) Any contract which does not provide cash surrender benefits or does not provide death benefits at 
least equal to the minimum nonforfeiture amount before the commencement of any annuity payments shall 
include a statement in a prominent place in the contract that such benefits are not provided.

(i) Any paid-up annuity, cash surrender, or death benefits available at any time, other than on the 
contract anniversary under any contract with fixed scheduled considerations, shall be calculated with 
allowance for the lapse of time and the payment of any scheduled considerations beyond the beginning of 
the contract year in which cessation of payment of considerations under the contract occurs.

(j) For ,-ny contract which provides, within the same contract by rider or supplemental contract
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provision, both annuity benefits and life insurance benefits that are in excess of the greater of cash 
surrender benefits or a return of the gross considerations with interest, the minimum nonforfeiture benefits 
shall be equal to the sum of the minimum nonforfeiture benefits for the annuity portion and the minimum 
nonforfeiture benefits, if any, for the life insurance portion computed as if each portion were a separate 
contract. Notwithstanding the provisions of (d) - (g) and (i) of this section, additional benefits payable (1) 
in the event of total and permanent disability, (2) as reversionary annuity or deferred reversionary annuity 
benefits, or (3) as other policy benefits additional to life insurance, endowment, and annuity benefits, and 
considerations for all such additional benefits, shall be disregarded in ascertaining the minimum 
nonforfeiture amounts, paid-up annuity, cash surrender, and death benefits that may be required by this 
section. The inclusion of such additional benefits is not required in any paid-up benefits, unless those 
additional benefits separately would require minimum nonforfeiture amounts, paid-up annuity, cash 
surrender, and death benefits.

(k) After July 6, 1978, any company may file with the director a written notice of its election to 
comply with the provisions of this section after a specified date before July 6, 1980. After the filing of the 
notice, then upon the specified date, which shall be the operative date of this section for the company, this 
section shall become operative with respect to annuity contracts thereafter issued by the company. If a 
company makes no such election, the operative date of this section for the company shall be July 6, 1980.

Sec. 21.45.310. Prohibited policy plans.

(a) An insurer may not issue for delivery or deliver in this state a life insurance policy or annuity 
contract issued under any plan for the segregation of policyholders into mathematical groups and providing 
benefits for a surviving policyholder of a group arising out of the death of another policyholder of that 
group or under another similar plan.

(b) An insurer may not issue for delivery or deliver in this state a life insurance policy or annuity 
contract providing benefits or values for surviving or continuing policyholders contingent upon the lapse 
or termination of the policies of other policyholders, whether by death or otherwise. This provision does 
not prohibit the payment or allowance of regular annual dividends or savings under participating forms of 
policies or contracts, or prohibit the annual distribution to policyholders or beneficiaries of sums 
representing in part gains to the insurer from lapses, surrenders, or mortality either in general or as 
resulting from particular classifications of policies.

Sec. 21.45.320. Industrial life insurance defined. [Repealed, Sec. 17 ch 21 SLA 1985].

Repealed or Renumbered 

Chapter 21.48. GROUP LIF£ INSURANCE 

Sec. 21.48.010. Group requirements for group contracts.

(a) A group life insurance policy may not be delivered in this state insuring the lives of more than one 
individual unless

(1) the policyholder was formed for puiposes other than obtaining insurance o ris  a trust established 
by one or more employers or labor unions or by one or more employers and labor unions;

(2) the policy covers at least two individuals at the date of issue;
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Ol^FERED IN THE SENATE

TO; SCS CSHB 194(CRA)

1 P-ige 2, line 27, following "title;":

2 Insert "or"

3

4 Page 2, lines 28 - 29:

5 Delete all material.

6

7 Page 2, line 30:

8 Delete "(3)"

9 Insert "(2)"
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Subject: [Fwd: HB 194]
Date: Wed, 07 May 2003 09:54:49 -0800 

From : Heather Beaty <Heather_Beaty@Legis.state.ak.us> 
O rganization: Alaska State Legislature

To: Jane Alberts <Jane_Alberts@legis.state.ak.us>

Subject: HB 194
Date: Mon, 05 May 2003 15:52:56 -0800 

From : Mark Graber <mark_graber@revenue.state.ak.us> 
O rganization: State o f Alaska - Department of Revenue

To: Heather D Beaty <heather_beaty@legis.state.ak.us> 
CC: Larry Persily < larry_persily@revenue.state.ak.us>, 

Landa B Baily < landa_baily@revenue.state.ak.us>

Heather -

Today's hearing, as well as previous questions, 
prompted me to do some more research on ARDORS and 
their federal tax status, and the status of 
members contributions. There may be an unintended 
provision in the bill that I should share with 
Representative Anderson. Its technical, so bear 
with me.

Alaska adopts most provisions of the Internal 
Revenue Code (IRC) by reference. Two parts of the 
IRC have relevance here. First is IRC Sec. 162, 
which allows a corporation to deduct "any 
necessary and ordinary business expense". Second, 
only contributions given to non-profit 
organizations described under IRC section 
501(c)(3) qualify for a charitable contribution 
deduction under IRC Sec. 170. Since a charitable 
contribution is not an ordinary and necessary 
business expense, Sec. 170 is the provision that 
allows a taxpayer to deduct charitable 
contributions.

IRC section 501(c)(3) organizations are operated 
for religious, charitable, scientific, and 
educational purposes. This is different from 
501(c)(6) organizations that are business leagues, 
chambers of commerce, and boards of trade, etc. I 
fairly certain that ARDORS are (c)(6) 
organizations, not charitable organizations under 
501(c)(3). I checked with AEDC - they tell me 
they are a 501(c)(6) organization. So, I am 
fairly certain that "contributions" to ARDORS do 
not generate a federal or Alaska charitable 
contribution deduction. However, contributions to 
ARDORS may qualify for a general deduction under 
IRC 162 as a ordinary and necessary expense.

So, here's the problem. Sec.(b) of HB 194 
specifically disallows a deduction under IRC 170, 
but says nothing about a deduction under IRC 162. 
Arguably, then, a taxpayer could take the credit 
AND the deduction for Alaska purposes. I am sure

I ol' 2 5/7 /2003  1:33 PM
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this is not intent of the legislation.

The fix is easy. Simply strike the words "under 
26 USC 170" from page 3 line 20. My guess is that 
the drafter borrowed this from the Education 
Credit statute, where such a provision makes 
sense. Alternatively, if this clarification could 
come out in hearings, then we would have authority 
to disallow deductions based on legislative 
intent, regardless of the unnecessary reference to 
IRC 170.

I'd be glad to discuss this issue with you or 
Representative Anderson or whomever is 
appropriate.

Thanks.
Mark Graber 
269-6626

2 of 2 5/7 /2003  1:33 PM



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

Official Business State Capitol 
Juneau, AK 99801-1182

SPONSOR STATEMENT FOR CSHB 194(L&C) 
BY: Representative Tom Anderson

TITLE: “An Act creating a tax credit under the Alaska Net Income Tax for contributions to 
regional development organizations; and providing for an effective date.”

House Bill 194 creates a tax credit for contributions made by businesses to Alaskan regional 
development organizations. This legislation limits the tax credit to the first $10,000 contributed 
by a business to a regional development organization. The tax credit allowed under HB 194, 
when combined with credits allowed under various other tax credit provisions in statute, may not 
exceed the previously established limit of $150,000. This tax credit will sunset in 2005.

The definition used in HB 194 for “regional development organizations” is from statutory 
language used to define an Alaska Regional Development Organization (ARDOR). The Labor 
and Commerce Committee Substitute clarifies these organizations must be designated by the 
Department o f Community and Economic Development as ARDORs. There are currently 13 
ARDORs throughout the state covering all o f Alaska except a section of the Interior and a 
portion o f the Lower Yukon.

The ARDOR program is based on the notion that locally driven initiatives, in partnership with 
the State, can most effectively stimulate economic development and produce healthy, sustainable 
local economies. The tax credit established by HB 194 will encourage businesses to contribute 
to the ARDORs and assist regional development organizations’ solicitation of contributions by 
having a tax credit as a further incentive.

I urge your support of HB 194.

April 11, 2003 -  CSHB 194(L&C) 23-LS0773U



Alaska State Legislature
R e p r e s e n t a t i v e  T o m  A n d e r s o n

Official Business State Capitol
Juneau, AK 99801-1182

Summary o f changes made to HB 194 in CS Draft 23-LS0773\H

Page 3
Sec. 7
Sec. 43.20.019

Language has been added at the request o f the Division of Tax to indicate that the regional 
development organization must be designated as such by the Department o f Community and 
Economic Development. This is consistent with the sponsor’s intent that the tax credit be made 
available only for contributions to recognized ARDORs and will assist the Division of Tax in 
readily determining which contributions are eligible to be claimed as tax credits.

April 7, 2003-H B  194 CS Draft 23-LS0773VH
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LEGAL SERVICES

(907) 466-3867 or 465-2450 
FAX (907) 465-2029 
Mall Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99601-1162 

Deliveries to: 129 6th St, Rm. 329

M A M P - jy u S iU L M March 13.2003

SUBJECT: Sectional Summary of HB 194, creating a tax credit for 
contributions to regional development organizations 
(Work Order No. 23-LS0733\D)

TO: Rqpresentativc Tom Anderson

FROM: Kathryn L. Kurtz 
Legislative Counsel

You have requested a sectional summary of the above-described bill.

As a preliminary matter, note that a sectional summary of a bill should not be considered 
an authoritative interpretation of the bill and the bill itself is the best statement of its 
contents. If you wouid like an interpretation of the bill as it may apply to a particular set 
of circumstances, please advise.

Section 1. Effective July 1,2003, adds the credit created in section 7 of the bill to the list 
of tax credits in AS 21.89.070(c) which, when combined, may not exceed $150,000.

Section 2. Effective July 1, 2005, removes the credit added in section I of the bill from 
AS 21.89.070(c).

Section 3. Effective July 1,2003, adds the credit created in section 7 of the bill to the list 
of tax credits in AS 21.89.075(c) which, when combined, may not exceed $150,000.

Section 4. Effective July 1, 2005, removes the credit added in section 3 of the bill from 
AS 21.89.075(c).

Section 5. Effective July 1,2003, adds the credit created in section 7 of the bill to the list 
of tax credits in AS 43.20.014(d) which, when combined, may not exceed $150,000.

Section 6. Effective July 1, 2005, removes the credit added in section 5 of the bill from 
AS 43.20.014(d).

Section 7. Creates a tax credit not to exceed $10,000 for cash contributions accepted for 
direct operation of a regional development organization. Defines "regional development 
organization" using the definition now found in AS 44.33.895 (scheduled for repeal 
7/1/03). Provides that the credit may not be claimed under both this provision and
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Representative Tom Anderson 
March 13, 2003 
Page 2

another provision of AS 43, or claimed and also allowed as a deduction under 26 U.S.C. 
170 against the Alaska net income tax. Provides that the credit, when combined with 
other credits taken under other statutory sections, may not exceed $150,000.

Section 8. Effective July 1,2003, adds the credit created in section 7 of the bill to the list 
of tax credits in AS 43.55.019(d) which, when combined, may not exceed $150,000.

Section 9. Effective July 1,2005, removes the credit added in section 8 of the bill from 
AS 43.55.019(d).

Section 10. Effective July 1, 2003, adds the credit created in section 7 of the bill to the 
list of tax credits in AS 43.56.018(d) which, when combined, may not exceed $ 150,000.

Section 11. Effective July 1, 2005, removes the credit added in section 10 of the bill 
from AS 43.56.018(d).

Section 12. Effective July 1,2003, adds the credit created in section 7 of the bill to the 
list of tax credits in AS 43.65.018(d) which, when combined, may not exceed $150,000.

Section 13, Effective July 1, 2005, removes the credit added in section 12 of the bill 
from AS 43.65.018(d).

Section 14. Effective July I, 2003, adds the credit created in section 7 of the bill to the 
list of tax credits in AS 43.75.018(d) which, when combined, may not exceed $150,000.

Section 15. Effective July 1, 2005, removes the credit added in section 14 of the bill 
from AS 43.75.018(d).

Section 16. Effective July 1, 2003, adds the credit created in section 7 of the bill to the 
list of tax credits in AS 43.77.045(c) which, when combined, may not exceed $150,000.

Section 17. Effective July 1, 2005, removes the credit added in section 16 of the bill 
from AS 43.77.045(c).

Section 18. Repeals AS 43.20.019, the section creating the tax credit, effective July 1, 
2005.

Section 19. Instructs the revisor to reconcile the material in this bill with sec. 28., ch. 46, 
SLA 2002, in the event the sunset date of that act is extended. That act provides a tax 
credit which is scheduled to sunset July 1, 2003, and this bill is drafted under the 
assumption that the sunset will occur. If it does not, the sections amended above will 
read differently, and the revisor will simply add references to AS 43.20.019 (the section 
of this bill which creates the tax credit) to those sections as they actually will read 
following July 1,2003.
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Representative Tom Anderson 
March 13, 2003 
Page 3

Section 2Q. Gives a July 1,2003 effective date to the sections creating the tax credit and 
referring to the tax credit as part o f the $150,000 cap on tax credits under the Alaska net 
income tax act

Section 21. Sunsets the bill M y 1, 2005 by removing the credit created in sec. 7, sec.
43.20.019, and references to that section in other sections.

TML:lmb
03-075.1mb
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STATE OF ALASKA
2003 LEG ISLAT IVE SESSION

Revision Date/Time (Note if correction):
Title Regional Development Org Tax Credit

Dept. Affected:
‘ BRU

Fiscal Note Number:
Bill Version:
(H) Publish Date:

HB 194
4/2/03

DCED
405

Sponsor
Requester

Representative Anderson et al
House Community & Regional Affairs

_ Component Comm Assistance & Economic Dev 
Community & Business Development 

Component No. 2486

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

(Thousands of Dollars)

OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 1

CHANGE IN REVENUES ( ) ] I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: i i

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page If necessary)

This legislation would allow for a tax credit under the Alaska Net Income Tax Act not to exceed $10,000 for 
taxpayers making cash contributions to regional economic development organizations. This legislation 
does not impact the fiscal operations of the department.

Prepared by: 
Division

Approved by: 
Agency

Gene Kane, Acting Director Phone 907.269.4578
Community & Business Development Date/Time 3/28/03 5:19 PM
Edgar Blatchford, Commissioner
Department of Community & Economic Development

Date 3/28/2003

(Revised 9/2002 OMB) Page 1 o f 1__



F I S C A L  N O T E

STATE OF ALASKA
2003 LEG ISLAT IVE SESSION

Revision Date/Time (Note if correction): 
Title Regional Development

Fiscal Note Number:
Bill Version:
H() Publish Date:

HB 194
4/2/03

Organization Tax Credit

Dept. Affected: Revenue
[BRU
'Component Tax Division

Revenue Operations

Sponsor
Requester

Representative Anderson
H. Community & Regional Affairs

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I 1

CHANGE IN REVENUES { ) 1

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) If funding for this bill is included in the Governor’s FY 2004 budget proposal: I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)
This legislation allows taxpayers to take a credit against their Alaska corporate income taxes of up to S10,000 per year for cash 

contributions to a Regional Development Organization.
This legislation would not likely significantly reduce state revenues, in that any tax credits claimed under this new program would 

have to fall within the existing statutory 5150,000 limit on corporate income tax credits per year per taxpayer. It is possible, however, 
that a taxpayer could choose to contribute to this program and therefore reduce its contribution under an existing tax credit program.

The Tax Division does not expect any significant Increase in its operational expenses from the new tax credit in this legislation.
Howevar, the Division would need to adopt regulations because as drafted, the statute is very broad and ambiguous as to what 

would constitute a Regional Development Organization under this tax credit program. The regulations would need to answer such 
questions as what qualifies as a Regional Development Organization, does the purpose of the organization meet the intent of the 
legislation, aid does the organization meet the "economic, political and social interests" as required in this bill? For example, would 
contributions to an organization dedicated to legalized casino gambling qualify under this legislation?

Prepared by: Mark Graber, Tax Division
Division Tax Division

Phone 269-6620
Date/Time 3/28/03 4:03 PM

Approved by: 
Agency

Larry Persily, Deputy Commissioner Date 3/28/2003
Department of Revenue

(Revised 9/2002 OMB) Page 1 of 1__



F I S C A L  N O T E

STATE OF ALASKA
2003 LEG IS LAT IVE SESSION

Revision Date/Time (Note if correction): 
Title Regional Development

Fiscal Note Number:
Bill Version:
(H) Publish Date:

CSHB 194(L&C) 
4/8/03

Sponsor
Requester

Organization Tax Credit

Dept. Affected: Revenue
[BRU
Component Tax Division

Revenue Operations

Representative Anderson
House Labor and Commerce

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual ■
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

ICHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
'i 004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) if funding for this bill is included In the Governor’s FY 2004 budget proposal: | I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata papa if necessary)
This legislation allows taxpayers to take a credit against their Alaska corporate income taxes of up to $10,000 per 

year for cash contributions to a Regional Development Organization.

This legislation would not significantly reduce state revenues, in that any tax credits claimed under this new 
program would have to fall within the existing statutory $150,000 limit on corporate income tax credits per year per 
taxpayer. It is possible, however, that a taxpayer could choose to contribute to this program and therefore reduce its 
contribution under an existing tax credit program to stay within the limit.

The Tax Division does not expect any significant increase in its operational expenses from the new tax credit in 
this legislation.

Prepared by: 
Division

Approved by: 
Agency

Mark Graber, Tax Division Phone 269-6620
Tax Division Date/Time 4/3/03 2:46 PM
Larry Persily, Deputy Commissioner Date 4/3/2003
Department of Revenue

(Revised 9/2002 OMB) Page 1 of 1__



The tax credit in House B i ll 194 w ill be combined with the fo llow in g  tax 
credits. The credit provided in H B  194 is lim ited to the f ir s t  $10 ,0 00  
contributed in a yea r and when combined with the fo llow ing  tax credits may 
not exceed a tota l o f  $150 ,000  in credits claimed in a year.
Sec. 21.89.070. Insurance tax credit for gifts to colleges.

(a) A taxpayer is allowed a credit against the tax due under AS 21.09.210 or AS 
21.66.110 for cash contributions for direct instruction, research, and educational support 
purposes, including library and museum acquisitions, and contributions to endowment, 
that are accepted by a nonprofit, public or private, Alaska two-year or four-year college 
or university accredited by a regional accreditation association or that are accepted by an 
Alaska university foundation that supports a university or college that could receive a 
contribution for which a taxpayer may obtain a credit under this section. The amount of 
the credit is the lesser o f

(1) an amount equal to
(A) 50 percent o f contributions of not more than $ 100,000; and
(B) 100 percent o f the next $100,000 of contributions; or
(2) 50 percent o f the taxpayer's tax liability under this title.
(b) Each public college and university shall include in its annual operating budget 

request contributions received and how the contributions were used.
(c) [See delayed amendment note]. A contribution claimed as a credit under this 

section may not
(1) be claimed as a credit under more than one provision of this title; and
(2) when combined with credits taken during the taxpayer's tax year under AS 

21.89.071, 21.89.075, AS 43.20.014,43.20.018, AS 43.55.019, 43.55.021, AS 43.56.018, 
43.56.019, AS 43.65.018,43.65.019, AS 43.75.018, 43.75.019, AS 43.77.045, or
43.77.046, exceed $150,000.

Sec. 21.89.075. Insurance tax credit for gifts to the Alaska Fire Standards Council.
(a) For cash contributions prequalified under (d) of this section and made for fire 

services programs to the Alaska Fire Standards Council established under AS 18.70.330, 
a taxpayer is allowed a credit against the tax due under AS 21.09.210 that is imposed on 
insurance that includes coverage for losses due to fire.

(b) The amount of the credit allowed to a taxpayer under (a) of this section is the 
lesser of

(1) an amount equal to
(A) 50 percent o f contributions of not more than $100,000; and
(B) 100 percent o f the next $100,000 of contributions; or
(2) 50 percent o f the taxpayer's tax liability under this title.
(c) [See delayed amendment note]. A contribution claimed by a taxpayer as a 

credit under this section may not
(1) be claimed as a credit under more than one provision of this title;
(2) when combined with credits taken during the taxpayer's tax year under AS

21.89.070, 21.89.071, AS 43.20.014, 43.20.018, AS 43.55.019, 43.55.021, AS 43.56.018,
43.56.019, AS 43.65.018, 43.65.019, AS 43.75.018, 43.75.019, AS 43.77.045, or
43.77.046, exceed $150,000; or

B ILL  BACKUP



(3) be claimed as a credit unless the contribution qualifies for the credit under (d) 
of this section.

(d) A taxpayer may not claim a contribution as a credit under (a) o f this section 
unless the taxpayer applies to the director for prequalification o f the contribution as a tax 
credit and receives written notice from the director that the contribution prequalifies for 
the tax credit described under this section. The director shall allow prequalified tax 
credits for contributions under this section in the order that the director receives 
applications by taxpayers and may not provide notice of prequalification if the taxpayer's 
contribution would cause the total contributions made by all taxpayers during the 
calendar tax year to exceed $300,000.

Sec. 43.20.014. Income tax education credit.
(a) For cash contributions accepted for direct instruction, research, and 

educational support purposes, including library and museum acquisitions, and 
contributions to endowment, by an Alaska university foundation or by a nonprofit, public 
or private, Alaska two-year or four-year college accredited by a regional accreditation 
association, a taxpayer is allowed as a credit against the tax due under this chapter

(1) 50 percent, contributions of not more than $100,000; and
(2) 100 perc ,nt o f the next $100,000 of contributions.
(b) [Repet ted Sec. 12 ch 71 SLA 1991 ].
(c) Each puc:’:„ college and university shall include in its annual operating budget 

request contributions received and how the contributions were used.
(d) [See delayed amendment note]. A contribution claimed as a credit under this 

section may not
(1) be claimed as a credit under another provision of this title;
(2) also be allowed as a deduction under 26 U.S.C. 170 against the tax imposed by 

this chapter; and
(3) when combined with credits taken during the taxpayer's tax year under AS

21.89.070, 21.89.071, 21.89.075, AS 43.20.018, AS 43.55.019,43.55.021, AS 43.56.018,
43.56.019, AS 43.65.018,43.65.019, AS 43.75.018, 43.75.019, AS 43.77.045, or
43.77.046, exceed $150,000.

Sec. 43.55.019. Oil or gas producer education credit.
(a) For cash contributions accepted for direct instruction, research, and 

educational support purposes, including library and museum acquisitions, and 
contributions to endowment, by an Alaska university foundation or by a nonprofit, public 
or private, Alaska two-year or four-year college accredited by a regional accreditation 
association, a producer of oil or gas is allowed as a credit against the tax due under this 
chapter

(1) 50 percent of contributions of not more than $100,000; and
(2) 100 percent of the. next $100,000 of contributions.

Sec. 43.56.018. Oil or gas property education credit.
(a) For cash contributions accepted for direct instruction, research, and 

educational support purposes, including library and museum acquisitions, and 
contributions to endowment, by an Alaska university foundation or by a nonprofit, public



or private, Alaska two-year or four-year college accredited by a regional accreditation 
association, the owner o f property taxable under this chapter is allowed as a credit against 
the tax due under this chapter

(1) 50 percent o f contributions of not more than $100,000; and
(2) 100 percent o f the next $100,000 of contributions.
(b) [Repealed, Sec. 12 ch 71 SLA 1991].
(c) Each public college and university shall include in its annual operating budget 

request contributions received and how the contributions were used.
(d) [See delayed amendment note]. A contribution claimed as a credit under this 

section may not
(1) be claimed as a credit under another provision of this title; and
(2) when combined with credits taken during the taxpayer's tax year under AS

21.89.070, 21.89.071, 21.89.075, AS 43.20.014, 43.20.018, AS 43.55.019,43.55.021, AS
43.56.019, AS 43.65.018,43.65.019, AS 43.75.018, 43.75.019, AS 43.77.045, or
43.77.046, exceed $150,000.

(e) The department may, by regulation, establish procedures by which a taxpayer 
may allocate a pro rata share o f a credit claimed under this section against monthly tax 
payments made during the tax year.

Sec. 43.65.018. M ining business education credit.
(a) For cash contributions accepted for direct instruction, research, and 

educational support purposes, including library and museum acquisitions, and 
contributions to endowment, by an Alaska university foundation or by a nonprofit public 
or private, Alaska two-year or four-year college accredited by a regional accreditation 
association, a person engaged in the business of mining in the state is allowed as a credit 
against the tax due under this chapter

(1) 50 percent o f contributions of not more than $100,000; and
(2) 100 percent of the next $100,000 of contributions.
(b) [Repealed, Sec. 12 ch 71 SLA 1991].
(c) Each public college and university shall include in its annual operating budget 

request contributions received and how the contributions were used.
(d) [See delayed amendment note]. A contribution claimed as a credit under this 

section may not
(1) be claimed as a credit under another provision o f this title; and
(2) when combined with credits taken during the taxpayer's tax year under AS

21.89.070, 21.89.071, 21.89.075, AS 43.20.014, 43.20.018, AS 43.55.019,43.55.021, AS
43.56.018, 43.56.019, 43.65.019, AS 43.75.018,43.75.019, AS 43.77.045, or 43.77.046, 
exceed $150,000.

Sec. 43.75.018. Fisheries business education credit.
(a) For cash contributions accepted for direct instruction, research, and 

educational support purposes, including library and museum acquisitions and 
contributions to endowment, by an Alaska university foundation or by a nonprofit, public 
or private, Alaska two-year or four-year college accredited by a regional accreditation 
association, a person engaged in a fisheries business is allowed as a credit against the tax 
due under this chapter



(1) 50 percent of contributions o f not more than $100,000; and
(2) 100 percent o f the next $100,000 o f contributions.
(b) [Repealed, Sec. 12 ch 71 SLA 1991].
(c) Each public college and university shall include in its annual operating budget 

request contributions received and how the contributions were used.
(d) [See delayed amendment note]. A contribution claimed as a credit under this 

section may not
(1) be claimed as a credit under another provision o f this title; and
(2) when combined with credits taken during the taxpayer's tax year under AS

21.89.070, 21.89.071, 21.89.075, AS 43.20.014,43.20.018, AS 43.55.019,43.55.021, AS 
43.56.018, 43.56.019, AS 43.65.018,43.65.019, AS 43.75.019, AS 43.77.045, or
43.77.046, exceed $150,000.

Sec. 43.77.045. Fisheries resource landing tax education credit.
(a) In addition to the credit allowed under AS 43.77.040, for cash contributions 

accepted for direct instruction, research, and educational support purposes, including 
library and museum acquisitions and contributions to endowment, by an Alaska 
university foundation or by a nonprofit, public or private, Alaska two- year or four-year 
college accredited by a regional accreditation association, a person engaged in a floating 
fisheries business is allowed as a credit against the tax due under this chapter

(1) 50 percent of contributions of not more than $100,000; and
(2) 100 percent of the next $100,000 of contributions.
(b) Each public college and university shall include in its annual operating budget 

request contributions received and how the contributions were used.
(c) [See delayed amendment note]. A contribution claimed as a credit under this 

section may not
(1) be claimed as a credit under another provision of this title; and
(2) when combined with credits taken during the taxpayer’s tax year under AS

21.89.070, 21.89.071, 21.89.075, AS 43.20.014, 43.20.018, AS 43.55.019, 43.55.021, AS
43.56.018, 43.56.019, AS 43.65.018,43.65.019, AS 43.75.018, 43.75.019, or AS
43.77.046, exceed $150,000.



RE: HB 194 Tax Credit for Contributions to ARDORS

Tax Credits claimed under the current $150,000 limitation:

Alaska Department o f Revenue
Tax D ivision - Mark Graber 4/2/03

Education Credit
FY00 FY01 FY02

AS 21.89 (Insurance Premiums Tax) $ 280,000 $ 430,000 $ 300,000

AS 43.20 (Corporate Income Tax) $ 1,627,558 $ 1,163,790 $ 1,305,267

AS 43.'j6 (Oil and Gas Property Tax) $ $ $

AS 43.75 (Fisheries Business Tax) $ 14,140 $ 4.815 $ 1,794

AS 43.77 (Fisheries Landing Tax) $ 312,098 $ 607,897 $ 1,555,875

AS 43.65 (Mining License Tax) $ 63,751 $ $ 2,840

| Total Education Credits $ 2,297,547 $ 2,206,502 $ 3,165,776

AK Fire Standards Council Contributions Credit
(AS 21.89.075)

$ $ $

|Total Credits Claimed Subject to $150,000 Limit $ 2,297,547 $ 2,206,502 $ 3,165,776

Note: Contributions to the Alaska Veterans Memorial Fund made between June 18, 2002 and 
July 1, 2003 will also be subject to the $150,000 limit.
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Municipality of Anchorage
Office of the Mayor 

George P. Wuerch, Mayor

March 28,2003

Representative Tom Anderson 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801

Re: HB 194

Dear Representative Anderson,

Thank you for introducing HB 194, an act creating a tax credit under the Alaska Net 
Income Tax Act for contributions to regional development organizations.

We all recognize that economic development is vital to the fixture prosperity of Alaska. 
Without economic development, we cannot hope to solve the State's fiscal dilemma nor 
can we ensure a vibrant future for the state. Key to helping realize this vision are the 13 
Alaska Regional Development Organizations (ARDORs) throughout the state, funded 
through a combination of public and private resources. These regional organizations help 
stimulate economic development and produce healthy, sustainable local economies.

HB 194 will provide additional resources to Alaska’s ARDORS by allowing taxpayers to 
make a contribution and take a tax credit equal to the amount of the contribution, not to 
exceed $10,000. This tax credit will fall within the existing $150,000 tax credit 
limitation thereby not impacting the State’s revenues.

We support the passage of HB 194 and thank you for your commitment to helping to

P.O. Box 1.9G6BO f Anchorage, Alaska 99519-6650 • Telephone: (007) 3434431 • Fax.- (007) 343-4499
ww\v. muni.org

Anchorage
k s & r f l
All-Amtrtt* City

' l | | f
2002

S u p p o r t
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701 West Eighth Avsnue Telephone 907 26S1200
Surte 600 Fax 907 2651295
Anchorage AK 99501

March 24,2003

Alaska State Legislature 
State Capitol 
Juneau, AK 99801

As the chair of Anchorage Economic Development Corporation (AEDC), and a long time 
business owner, I encourage you to support House Bill 194, an act creating a tax credit under the 
Alaska Net Income Tax Act for contributions to regional development organizations.

Economic development is critical for the future of our state. Alaska has several private, non­
profit community development organizations working diligently on economic development 
initiatives aimed at bringing new investment and jobs to their communities and to the state. Over 
the y°ars, these organizations have had success in contributing to the economic well being of our 
state. However, each is limited by its financial support and relies heavily on private 
contributions for funding.

HB 194 would allow taxpayers to make contributions to regional economic development 
organizations and take a tax credit equal to the amount of the contribution, not to exceed 
$10,000, thus enhancing their ability to support economic development. This bill would not 
increase the $150,000 tax credit limit. It would simply provide another option for companies to 
contribute to the economic future of the state.

AEDC appreciates your support for our global logistics initiatives, and I thank you for your 
consideration of HB 194.

Sincerely, /)

/ Kathleen Porterfield f  
Managing Partner

I • rrwrtwrat KPNG lnt*r«ibft* a Owfca **cool*kv\



Fairbanks North Star Borough j Office of the Mayor
809 Pioneer Road P.O. Box 71267 Fairbanks, Alaska 997)97-1267 907/459-1300 

Fax 907/459-1102
£mail mayor@co.fairbanks.ak.us

April 3,2003

V ia  F a c s im ile  9 0 7 -4 6 5 -2 4 1 8  ,
‘I

The Honorable Tom Anderson
State Capitol, Room 432 j
Juneau, AK 99801 :

i
Re: HB 194 ’(

i
Dear Representative Anderson:

Thank you for introducing HB 194, “An Act creating a tax credit under the Alaska Net 
Income Tax Act for Contributions to regkmaj development organizations/1

We all recognize that economic development Is vital to the future prosperity of Alaska and 
that the 13 ARDORS are a key part of achieving this prosperity. HER 194 will provide 
additional resources to Alaska’s ARDOR by allowing corporate tajjpayers to make a 
contribution and equal tax credit of $10,000. This tax credit falls] within the existing
$150,000 corporate tax credit limitation and therefore will not negative  ̂Impact the State’s
revenues. «•

We support the passage of HB 194 and thank you for your commltmejit to helping Alaska 
achieve its goal of economic prosperity.

Sincerely,

Rh6nda Boyles, Mayor

mailto:mayor@co.fairbanks.ak.us


Resource Conservation & Development Council

March 31, 2003

Representative Tom Anderson 
State Capitol, Room 432 
Juneau, AK 99801 
Fax (907) 465-2418

Re: HB 194

Representative Anderson:

I would like to express our support for House Bill 194 “An Act creating a tax credit under 
the Alaska N et Income Tax Act for Contributions to regional development 
organizations” .

This bill will encourage economic development in all regions o f the state, and will 
increase our ability to raise funds from the private sector. Regional development 
organizations benefit both the public and private sector, and this legislation will assist in 
their ability to leverage sufficient local funds to meet prioritized needs.

I f  you have any questions regarding regional economic development in the Mat-Su, 
please do not hesitate to contact me at (907) 373-1062, extension 108.

Sincerely,

Charles Parker 
Executive Director

U S D A



Kenai Peninsula 
Economic D evelopment D istrict, Inc .

BUSINESS INNOVATION CENTER •
j „ /

Representative Tom Anderson 
Alaska State House o f  Representatives 
Alaska State Capitol 
Juneau, AK 99801

April 1st, 2003

Re: Supporting House Bill 194

Dear Honorable Representative Anderson,

The Kenai Peninsula Borough Economic Development District (“EDD”) has been an 
Alaskan Regional Development Organization (“ARDOR”) since 1988. EDD provides 
economic development services throughout the Kenai Peninsula Borough that are 
consistent with the goals and objectives o f  the State o f  Alaska’s regional economic 
assistance program. We are doing our part to encourage the private sector to create local 
jobs, leveraging public and private sector investment and assisting underserved 
communities with strategic planning. Our ultimate goal is to enhance the quality o f  life 
o f  our residents.

Enacting House Bill 194 as amended would be a huge benefit to the EDD and our 
financial supporters. It also would improve our endeavors leveraging state funds. Even 
though our corporate donors are generous, HB 194 would not only assist us greatly v ith 
possible larger donations but also securing more donations as well. With a state tax 
credit, donors would certainly be encouraged to contribute to our cause. Although 
ARDORs are well known for leveraging state funds (averaging 5:1), three out o f  the last 
four years EDD has operated in the red. There is certainly a need for such legislation.

It has been a pleasure to work with such a professional staff as yours. I f  EDD can assist 
you with HB 194, we certainly will.

Again, EDD greatly appreciates your effort with HB 194, and we undoubtedly want to 
see it become law.

Sincerely,

KENAI PENINSULA BOROUGH ECONOMIC DEVELOPMENT DISTRICT, Inc.

Executive Director

14896 KENAI SPUR HWY, SUITE I03-A, KENAI. AK 99611-7756 
PHONE: 907/283-3335 FAX: 907/283-3913 
EMAIL: infofn'kpedd.org www.kpedd.org

Faxed and mailed

http://www.kpedd.org
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Rep. Tom Anderson 
Juneau, Alaska 99801

Dear Rep. Anderson;

On behalf o f Prince Wi liam Sound Economic Development District, I would like to 
express our support for HB 194. This important legislative bill will provide tax 
incentives for corporate contributions to the Alaska Regional Development 
Organizations.

s e x : i
Prince William 
1991. In 2001, PWi 
for our projects comes 
Economic Development

Sound Economic Development Council became a member of ARDOR in 
became a federal Economic Development District Funding 

zom the State o f Alaska, corporate contributions, and the 
Administration.

ARDORs across Alask t provide a regional approach to responsible economic 
development. In Princi i William Sound our projects since 1991 are various. Presently, 
with Valdez Fisheries I >evelopment Assoc., fowling has been received for a state-of-the- 
art fish processing plan t to serve the region’s fishermen 12 months a year. They also 
received a State Mini C Tant to help provide safety training for fish processing 
machinery, marketing < nd business planning. Wc are currently helping foe Whittier 
Museum Association o Jtain a Mini-grant to open a museum in Whittier this summer. 
Other projects range fr< >m spot shrimp population studies with NOAA and the Valdez 
Native Tribe to the Ch* nega Bay Residual oil clean up efforts. Ways to improve tourism 
in the Sound are being iiscusscd, especially now that all ports in Alaska are National 
Scenic Byways.

As funding hasn’t been 
to offer incentives for

Sincerely,

increased at the State level for ARDORs, it would be very helpful 
contributors with HB 194.

' Sue Cogswell 
: Executive Director

2207 Spanard Rd.,$ui» 207’Anchor#* \
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LOWER KUSKOKWIM ECONOMIC DEVELOPMENT COUNCIL 
PO BOX 2021, BETHEL, ALASKA 99559 * 907 543-5967

M a r c h  1 9 ,2 0 0 3

Rep. Tom Anderson 
Alaska State Legislature 
Juneau, AK 99801

Dear Rep. Anderson; re: Support o f House B ill 194

This letter is written in support o f HB 194, which would provide tax credits for 
contributions by private entities to regional development organizations.

We are in our twelfth year o f operations as the regional development body for 
Bethel and 26 lower Kuskokwim villages in S W Alaska, Funding received through 
the State o f Alaska over the years has been leveraged with other sources to allow us 
to cover our operations expenses, the cost o f doing business continues to grow each 
year and the outlook for funding from the state is uncertain.

Allowing private bodies to donate up to $10,000 in cash, in exchange for a tax 
credit equal to the amount o f the contribution, would be very helpful to us in our 
continuous fundraising efforts, assisting us to gain revenues to cover our increasing 
operating expenses.

Thank you for your efforts to assist us in promoting regional economic development 
by increasing the financial support options to our organization.

Very truly,

Carl Berger 
Executive Director

' M ’ T r>*• t  r n v ' N r r r t



3300 Arctic Boulevard, Suite 203 
Anchorage, Alaska 99503

Phone: (907) 562-7380 
Fax: (907) 562-0438

April 10. 2003

Representative Tom Anderson 
ALASKA STATE LEGISLATURE 
State Capitol. Room 432 
Juneau, AK 99801-1182

Dear Representative Anderson:

The Board of Directors of the Southwest Alaska Municipal Conference supports House Bill 194 
and urges its passage by the Alaska State Legislature.

As an Alaska Regional Development Organization (ARDOR) since 1989, SWAMC has long 
served as a public-private partnership by leveraging limited state and federal funds with local 
municipal contributions and private-sector memberships. Hopefully, the passage of HB 194 will 
create additional benefit and incentive for private sector participation and membership in all 
ARDOR organizations.

It is difficult to gauge the impact of the regional development organization tax credit. During our 
discussion, the Board speculated that it seems most likely to benefit urban centers and the North 
Slope. Nonetheless, it provides a worthwhile incentive to the private sector, and we hope it will 
generate broad-based benefits to all regions of the state.

Thank you for introducing and championing this bill.

Sincerely,

President
Board of Directors

pc: Southwest Alaska Legislative Delegation
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Representative Tom Anderson 
State Capitol •
Juneau, Alaska 99801-1182

RE: HB194

Dear Representative Anderson;

I would like to take a moment to commend you in your efforts to address the 
needs o f the ARDORS throughout the state of Alaska. As you know it is 
very hard to raise money to keep projects going and the doors open. With a 
bill such as HB194 that would enhance the fund raising abilities o f the 
ARDORS throughout the state. There is a great need for a way to entice 
donations and offer an incentive to organizations that might not otherwise 
donate. I feel HB194 is a step in the right direction. Again I commend you in 
your efforts. If there is anything our office can do to help please feel free to 
let us know.
I have contacted Rep. Carl Morgan’s office and urged them to help your 
efforts in getting this legislation passed this year. I will also contact Rep. 
Harris’s office with the same request.

John Downes 
Executive Director
Copper Valley Economic Development Council

A R D O R
SHAPING ALASKA'S FUTURE

Ph. (907) 822-5001 - Fax (907) 822-5009 - e-mall: c v e d cS a ln 'k a  net
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March 26, 2003

Representative Tom Anderson 
State Capitol Room 432 
Juneau, Alaska 99801

Dear Representative Anderson:

The Northwest Arctic Borough would like to convey full support for HB 194, “An Act 
creating a tax credit under the Alaska Net Income Tax Act for contributions to regional 
development organizations; and providing for an effective date.” We are one of the 
recognized Alaska Regional Development Organizations (ARDORS) in the state and 
believe that this legislation would facilitate investment in those organizations from large 
businesses operating within Alaska.

Our ARDOR is active in creating small business opportunities and otherwise stimulating 
employment in an area with a 65% non full-time employment rate among working age 
adults. Over the last two years we have made in excess of 150 small business loans, 
provided over $100,000 in small business grants, and purchased and marketed the arts 
and crafts of over 120 of our residents. Our economic development programs and 
activity can be reviewed at our website, www. northwestarcticborough .ora.

In rural regions in particular, where a high percentage of the adult population lacks even a 
high school education, direct assistance from an ARDOR is essential if individuals are 
going to make a successful transition to the modem cash economy. In most cases, 
creation of a job or business has the direct outcome of reducing the cost of public 
assistance in the form of food stamps or temporary aid to families with dependent 
children. In all cases, jobs and businesses provide people with the opportunity to learn 
and grow.

The outcome of this legislation should be additional capital for ARDORS, from which all 
regions of the state would benefit. Thank you for your support.

Roswell Schaeffer, Sr., 
Mayor

Ambler ■ Buckland ■ Candle ■ Deering • Kiana • Kvalina • Kobuk • Kotzebue • Noatak • Noorvik • Selawik • Shungnak



March 28,2003

Representative Toni Anderson 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801

Dear Legislator Anderson:

I encourage you to support House Bill 194, an act creating a tax credit under the Alaska Net 
Income Tax Act for contributions to regional development organizations. As a board member of 
the Anchorage Economic Development Corporation, I am aware of the positive impact the 
regional development organizations have.

Economic development is critical for the future of our state. Alaska has several private, non­
profit community development organizations working diligently on economic development 
initiatives aimed at bringing new investment and jobs to their communities and to the state. Over 
the years, these organizations have had success in contributing to the economic well being of our 
state. However, each is limited by its financial support and relies heavily on private 
contributions for funding.

HB 194 would allow taxpayers to make contributions to regional economic development 
organizations and take a tax credit equal to the amount of the contribution, not to exceed 
$10,000, thus enhancing their ability to support economic development. This bill would not 
increase the $150,000 tax credit limit. It would simply provide another option for companies to 
contribute to the economic future of the state.

Thank you for your consideration and your ongoing commitment to the economic success of our 
State.

f ’

Gene L. O’Hara, Pharm.D.
Chief Executive
Providence Alaska Medical Center
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WALSH-SHEPPARD ’FLYNN
OflOWTH STCATSOtES 
4  COMMUNICATIONS

March 26, 2003

Alaska State Legislature 
State Capitol 
Juneau. AK 99801

Dear State Legislator:

I am writing to ask your support of a bill very important to my city of Anchorage and Alaska as a 
whole—House Bill 194. This would create a tax credit under the Alaska Net Income Tax Act for 
contributions to regional development organizations.

As a woman who has built and run a business in Anchorage for the past 17 years. I understand 
very clearly how critical economic development Is for the future of my business, this city, and 
our state. That's why I support and contribute my time to the Anchorage Economic Development 
Corporation (AEDC).

AEDC is Just one of several private, non-profit community development organizations in Alaska 
working on initiatives to bring new investment and jobs to their communities and to the state— 
and many business supporters like myself contribute to this Important work. Over the years, 
there have been many successes to celebrate. These successes could be greater, but we are 
handicapped by limited financial support from the State and therefore need to rely heavily on 
private contributions for funding.

HB 194 can help. It would allow taxpayers to make contributions to regional economic 
development organizations and take a tax credit equal to the amount of the contribution, not to 
exceed $10,000, thus enhancing their ability to support economic development. This bill would 
not increase the $150,000 tax credit limit. It would simply provide another option for companies 
to contribute to the economic future of the state.

Please support the passage of HB194. It’s highly important to all of us. I -1410 Rutokor Ctrds

S in c e r e ly ,  Anchorage, Almik*

99508

Pat Walsh 
President & CEO 
Walsh Sheppard Flynn P 907,330.3857

T: 9 0 7 .3 3 0 .3 3 6 7
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T h e  H o n o rab le  T o m  A n d erso n  
A laska S tate R epresen tative 
State C apito l, R o o m  432 
Ju n eau , A K  99801-1182

Re: H o u se  Bill 194

D e a r R epresen ta tive  A nderson :

I encourage you to  su p p o rt H o u se  Bill 194, an  ac t creating  a tax cred it u n d e r 
the A laska N e t  In co m e T ax  A c t fo r co n trib u tio n s to  regional d ev e lo p m en t 
organizations.

E co n o m ic  d ev e lo p m en t is critical to  the fu tu re  o f  o u r state. A laska has 
several private , n o n -p ro fit com m unity  d ev e lo p m en t o rgan izations w ork ing  
diligently o n  eco n o m ic  d ev e lo p m en t initiatives aim ed at b ring ing  new  
in v estm en t and  jobs to  their com m unities an d  to  the state. O v e r the years, 
these o rgan izations have had  success in  co n trib u tin g  to  the  eco n o m ic  well 
being  o f  o u r state. H ow ever, each is lim ited by its financial su p p o rt and  
relies heavily o n  private co n trib u tio n s fo r funding.

H o u se  Bill 194 w ould  allow taxpayers to  m ake co n trib u tio n s  to  reg ional 
eco n o m ic  d ev e lo p m en t organizations and  take a tax cred it equal to  the 
am o u n t o f  the  co n trib u tio n , n o t to  exceed $10,000, thus en h an cin g  their 
ability to  su p p o rt econom ic developm ent. T h is bill w ou ld  n o t increase the  
$150,000 tax cred it limit. I t sim ply w ould  p ro v id e  an o th e r o p tio n  fo r 
com panies to  co n trib u te  to  the  eco n o m ic  fu tu re o f  A laska.

T h an k  you fo r y o u r considera tion  and  y o u r o n g o in g  co m m itm en t to  the 
g ro w th  and  p ro sp e rity  o f  o u r state.

M ark E . 
P re s id e n t/C E O

http://www.kpb-alaska.com


Alaska Basic Industries

A N C H O R A G E  S A N D  a n d  G R A V E L  C O . , I N C .
1040 O’Malley Road • Anchorage, Alaska 99515 • Phone (907) 349-3333 • FAX (907) 344-2844

April 1, 2003

Represen ta tive Tom Anderson 
A laska State Leg is la tu re 
S ta te Capito l 
Juneau, A K 99801

Dear Represen ta tive Anderson :

Upon review ing HB 194, Ancho rage Sand and G rave l Co., Inc., and our 175 employees, 
we encou rage you to suppo rt House Bill 194, an act creating a tax cred it unde r the 
A laska Net Income Tax A c t fo r con tribu tions to reg iona l deve lopm en t organ iza tions.

Econom ic deve lopm en t is critica l fo r the fu tu re o f ou r sta te by prov id ing a more d iverse 
economy. A laska has severa l private, non-p ro fit comm un ity deve lopm en t o rgan iza tions 
work ing d iligen tly on econom ic deve lopm en t in itia tives aimed at bring ing new 
inves tm ent and jo b s to the ir comm un ities and to the state . O ve r the years, these 
organ iza tions have had success in con tribu ting to the econom ic well be ing o f our state. 
However, each is lim ited by its financ ia l support and re lies heavily on priva te 
con tribu tions fo r funding.

HB 194 will have a positive im pact on Econom ic Deve lopment. It w ill a llow reg ional 
deve lopm en t organ iza tions to more eas ily reach ou t to co rpo ra te taxpaye rs in the ir 
d is tric ts by suggesting tha t those corpo ra te taxpaye rs con tribu te $10,000 o f the ir 
$150,000 lim it to local econom ic deve lopm en t efforts.

Thank you fo r your cons ide ra tion and your ongo ing comm itm en t to the econom ic 
success o f ou r State.

S incerely,

Dale G. Morman 
President
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I N C O R P O R A T E D

March 21,2003

Honorable Tom Anderson 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801

Representative Anderson:

I encourage you to support House Bill 194. This bill would allow taxpayers to make 
contributions to regional economic development organizations, like the Anchorage 
Economic Development Corporation (AEDC), and rake a tax credit equal to the amount 
of the contribution, not to exceed $10,000. This bill would not increase the current 
$150,000 tax credit limit; it would simply provide another option for companies to 
contribute to the economic future of Alaska.

Economic development is critical for the future of our state. Alaska has several private, 
non-profit community development organizations working diligently on economic 
initiatives aimed at bringing new investment and jobs to their communities and to the 
state. Over the years, these organizations have had very real success in contributing to 
the economic well being of Alaska. However, each is limited by its respective financial 
support and each relies heavily on private contributions for funding.

This legislation is also supportive of the Governor’s efforts to strengthen Alaska’s 
economy through increased economic development of Alaska’s resource base. HB 194 
could contribute significantly to the ability of economic development organizations 
throughout Alaska to assist with Alaska’s economic development. Thank you for your, 
consideration of this bill and for your ongoing commitment to the economic success of 
our State.

Robert Poe 
Sr. Vice President 
Alaska Operations
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Jo© Crilfilh 
Cencral Manager m m i a s  auska's r v w u

March 24,2003
Via fa x :  (907) 465-2418

Representative Tom Anderson 
State Capitol, Room 432 
Juneau, AK 99801-1182

Dear Representative Anderson:

I am writing to express my support for HB 194. As an electric utility, Chugach has a 
long history of working with the Anchorage Economic Development Corporation and 
others striving to grow in our economy and create jobs. These organizations have 
important missions that help build strong communities. The legislation seems like a 
reasonable way to broaden the base of support for the economic development so 
important to the future of Alaska.

Chugach Elsclric Assacialion, Inc. 
i<50/ Minnesota Dibit. H.O. Box 196000. Anchawge, Alaska 99.519-6000 • (90/1 563-/A9A tux (90/1 562-002/ • (800) A/8-/A9A

w^w.cli-jgai.lit'loelric.cain • '.nlo&chvyuchulucbic.cum





ALASKA STATE LEGISLATURE 
House of Representatives

COMMITTEE ASSIGNMENTS.

RULES COMMITTEE. CHAIRMAN
LABOR «. COMMERCE COMMITTEE. MEMBER
LEGISLATIVE COUNCIL. MEMBER
SPECIAL COMMITTEE ON OIL & GAS. MEMBER
LEGISLATIVE ETHICS COMMITTEE. MEMBER

•vobsile htlp/.Vwwwak,epublicans.org/rokeberg1

INTERIM
716 WEST 4TH AVENUE SUITE 30C 
ANCHORAGE AK 9950!
PHONE (9071269-0117 
FAX' (907) 269-0119

SESSION
ALASKA STATE CAPITOL 
JUNEAU. AK 99601-1182 
PHONE (907)465-4966 
FAX. (9071 465-2040

R e p r e s e n t a t i v e  N o r m a n  R o k e b e r g
e-mail: Represenlalive_Norman_Rolteberg@legis.slale.ak.us

SECTIONAL ANALYSIS FOR CSHB 195 (L&C) am  
BY: Representative Norman Rokeberg

T IT L E : A n  A c t re la t in g  to  c o v e ra g e  o ffe re d  u n d e r  a n  in d iv id u a l  p o lic y  o f  h e a l th  ca re
in s u ra n c e ;  a n d  p r o v id in g  fo r  a n  e f fe c tiv e  d a te .

Section 1: Allows for individual health care insurance coverage without state mandated
benefits. Requires that a signature be obtained during the application process 
acknowledging that these mandates will not be covered.

Section 2: Amends AS 21.55.130 as required by the federal Trade Adjustment Assistance
Act of 2002 (TAA), to prohibit a state plan issued to a qualified TAA eligible 
individual from imposing a preexisting condition exclusion.

Section 3: Amends the ACHIA statutes to conform to the TAA program requirement that a
plan cannot exceed 150 percent of the standard risk premium rates.

Section 4: Amends the ACHIA statutes to allow for TAA eligible individuals to participate
in ACHIA.

Section 5: Amends the ACHIA statutes to exempt TAA eligible individuals from restrictions
on eligibility for participation in ACHIA, in order to conform to TAA 
requirements. Moves certain existing requirements for eligibility previously found 
in the exclusion statute to the eligibility section. See Section 9.

Section 6: Amends the ACHIA statutes to require that the ACHIA to notify the director that
a TAA eligible individual is enrolled in ACHIA in order to allow the director to 
certify that a TAA eligible individual has qualified health coverage as required 
under the TAA.

Section 7: Amends the definition of “resident” to provide for TAA eligible individuals.

Section 8: Defines “qualified TAA eligible individual” and “TAA eligible individual.”

Section 9: Repeals AS 21.55.140(b). The provisions were moved to AS 21.55.300 (b) (see
section 5). They were moved to clarify that these are eligibility requirements, not 
exclusion provisions.

Section 10: This Act takes effect on July 1, 2003.
E D  2: 5/9/03

mailto:Represenlalive_Norman_Rolteberg@legis.slale.ak.us


ALASKA STATE LEGISLATURE 
House of Representatives

LABOR & COMMERCE COMMITTEE MEMBER 
LEGISLATIVE COUNCIL. MEMBER

RULES COMMITTEE. CHAIRMAN

COMMITTEE ASSIGNMENTS INTERIM
7 16  W EST 4TH AVENUE SU ITE 300 
ANCHORAGE AK 9950 - 
PHONE i9 0 “ i 2 6 9 -0 117 
FAX (9 07 ) 2 69 -0 119

SPECIAL COMMITTEE ON OIL & GAS MEMBER 
LEGISLATIVE ETHICS COMMITTEE. MEMBER SESS ION

website: liltp./iwww.akiopublicans oigTokeborg'
ALASKA STATE CAPITOL 
JUNEAU AK 99801 -1182  
PHONE. (9 0 7 ) 465 -1968 
FAX. (9 0 7 i 465 -2 040

R e p r e s e n t a t i v e  N o r m a n  R o k e b e r g
e-mail: Representative_Norman_Rokeberg@legis.slale.ak.us

SPO N SO R  STATEMENT FOR CSHB 195 (L&C) am  
BY: Representative Norman Rokeberg

T IT L E : A n  A c t r e la t in g  to  c o v e ra g e  o ffe re d  u n d e r  an  in d iv id u a l  p o lic y  o f  h e a l th  c a re  in s u ra n c e ;  a n d  
p ro v id in g  fo r  a n  e f fe c tiv e  d a te .

Alaska and the nation are in the midst of a health care financial crisis. Alaskans are being asked to 
contribute a greater percentage of their disposable income to the increasing costs of health care 
insurance. It is the legislature's responsibility to help contain these costs. This legislation is intended to 
lower the cost of insurance for individuals and families who are not part of a group health plan. In most 
group plans, employers typically contribute to the employee's cost of health insurance. Individuals 
seeking coverage do not have this benefit.

HB 195 allows a health insurance company to offer a new type of health insurance policy. This 
legislation gives insurance companies the authority to offer an individual health insurance plan that does 
not provide coverage for all of the insurance mandates currently required in state statute. An 
amendment was added on the House Floor requiring that a signature be obtained during the application 
process acknowledging that these mandates will not be covered.

Alaska law requires insurance companies to provide for specific types of coverage; these are called 
"mandates." For example, some of the mandates required are coverage for services of midwives, 
substance abuse treatment, education for those with diabetes, and screening for prostate and cervical 
caner. This legislation allows a health insurance company to offer an individual plan without covering 
these mandates, thus giving Alaskans a more affordable health insurance option.

A couple of changes were made to HB 195 in the House Labor & Commerce Committee. The first 
change was to delete several federal mandates that were initially included in the list of mandates that an 
insurance company could choose not to provide. These federal mandates would have to be provided 
regardless of state statute. Another change was the deletion of the premium tax exemption for these new 
types of individual health care policies.

In addition to the changes mentioned above, sections 2-9 were added at the request of the Division of 
Insurance. These sections relate to the Federal Trade Adjustment Assistance Reform Act of 2002 (TAA), 
which provides tax credits of 65% of the amount paid by an eligible individual for qualified health 
insurance coverage. Alaskans qualify for TAA assistance if they have lost their jobs to foreign imports, 
e.g. salmon and oil. These sections amend the Alaska Comprehensive Health Insurance Association 
(ACHIA) statutes to make Alaskans eligible under TAA, eligible for coverage under ACHIA. This will 
allow these Alaskans to get 65% of their premiums paid by the U.S. Department of Treasury.

HB 195 is a small step towards creating more affordable health care in Alaska. I encourage your support 
of this legislation.

SPONSOR STATEMENT ED 4:5/9/03

http://www.akiopublicans
mailto:Representative_Norman_Rokeberg@legis.slale.ak.us


FISCAL NOTE
STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title Individual Health Care Insurance

Fiscal Note Number:

Bill Version:
() Publish Date:

Dept. Affected: 
'BRU

CSHB 195 (L&C) AM

DCED
Insurance (116)

Sponsor
Requester

Representative Rokeberg
Component Insurance Operations

Senate Labor & Commerce

Expenditures/Revenues

Component No. 

(Thousands of Do lla rs)

354

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
T ravel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

(CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate o f any cu rren t year (FY2003) cos t: 0.0
Mark th is box (X) i f fu nd in g fo r th is  b ill is inc luded in the Governor’s FY 2004 budget proposa l:

POSITIONS
Full-time I

Part-time
Temporary

ANALYSIS : (Attach a separate page i f  necessary)
Section 1 of the bill allows insurers to offer an individual health insurance policy that excludes state mandated health 
insurance benefits.

Trade Adjustment Assistance Reform Act of 2002 (TAA) provides tax credits of 65% of the amount paid by eligible 
individuals for the qualified health insurance coverage. Eligible individuals are those individuals that lose their jobs 
due to the effects o f international trade. One of the qualified health insurance options available to A laskan’s under 
TAA is the Alaska Comprehensive Health Insurance Association (ACHIA). Sections 2-9 of the bill make the necessary 
amendments to the ACHIA statutes (AS 21.55) to allow Alaskan’s eligible under TAA to enroll for coverage under 
ACHIA and receive 65% of their premiums paid directly by the U.S. Department of Treasury. There is no fiscal impact 
on the operations of the division.

Prepared by: 
Division

Approved by: 
Agency

Linda S. Hall, Director Phone 907-269-7900
Insurance Date/Time 5/12/03 11:35 AM

Edgar Blatchford, Ccmmissioner
Department Community & Econom ic Development

Date 5/12/2003

Revised 9/2002 OM8) Page 1 of 1



FISCAL NOTE
STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Individual Health Care Insurance

Dept. Affected:
'BRU

Fisca l Mote Number:

Bill Version:
(H) Publish Cate:

CSHB 195(L&C)
4/14/2003

DCED
Insurance

Component Insurance Operations
Sponsor
Requester

Representative Rokeberg
House Labor & Commerce

Expenditures/Revenues

_ Component No. 

(Thousands of Dollars)

354

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate o f any cu rren t year (FY2002) cost: 0.0
Check th is box (X) if fund ing fo r th is b ill is inc luded in the Gove rno r’s FY 2003 budge t proposa l: I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page i f  necessary)

Due to the adoption of a committee substitute by the House Labor & Commerce Committee, 
which no longer requires the involvement of the Commissioner of Administration, this bill will 
now have a zero fiscal impact.

Prepared by: 
Division

Approved by: 
Agency

Representative Tom Anderson Phone
Chair, House Labor & Commerce Committee Date/Time 4/14/03 11:45 AM

Representative Tom Anderson Date 4/14/2003
House Labor & Commerce Committee

(Rovisod 9/2001 OMB) P a g e  1 o f  1__



ALASKA STATE LEGISLATURE 
House of Representatives

COMMITTEE ASSIGNMENTS;
RULES COMMITTEE, CHAIRMAN
LABOR a COMMERCE COMMITTEE. MEMBER
LEGISLATIVE COUNCIL. MEMBER
SPECIAL COMMITTEE ON OIL S GAS. MEMBER
LEGISLATIVE ETHICS COMMITTEE. MEMBER
webstle hllpV/www.akrepublicans org'rokeborg

R e p r e s e n t a t i v e  N o r m a n  R o k e b e r g
e-mail: Representalive_Norman_Rokeberg@legis.stale.ak.us

MEMORANDUM

INTERIM
716 V/EST 4TH AVENUE SUITE 300 
ANCHORAGE AK 99501 
PHONE t907> 269-0117 
FAX: |907i 269-0119

SESSION
ALASKA STATE CAPITOL 
JUNEAU. AK 99001-1182 
PHONE 19071 465-4968 
FAX: 19071 465-2040

To: Senate Labor & Commerce Committee

From: Representative Norman Rokeberg

Date: May 9, 2003

Re: Health Care Mandates

The health mandates are located in AS 21.42:

42.353: Acupunture coverage (offer only, does not mandate coverage)
42.355: Coverage for services of midwives
42.363: Eye care (if plan provides for eye care, can use an optometrist)
42.365: Substance abuse treatment coverage 
42.375: Mammography coverage 
42.380: Phenylketonuria
42.385: Dental, Vision, Health coveage (offer only, does not mandate coverage) 
42.390: Coverage for diabetes treatment
42.392: Requirements relating to dental (if coverage is provided)
42.395: Prostate and cervical cancer screening

Federal Mandates

42.345: Coverage of newly born children
42.347: Postpartum hospital stay coverage
42.400: Reconstructive surgery following mastectomies

BILL BACKUP

http://www.akrepublicans
mailto:Representalive_Norman_Rokeberg@legis.stale.ak.us


Rc: Quick Q uestions

Subject: Re: Quick Questions
Date: Wed, 09 Apr 2003 11:32:20 -0800 

From: Katie Campbell <katie_campbell@dced.state.ak.us>
To: Heather Nobrega <Heather_Nobrega@legis.state.ak.us>

CC: Linda S Hall <linda_hall@dced.state.ak.us>, Sally A Saddler <sally_saddler@dced.state.ak.us>

Hi Heather,
According to the 2001 Health Insurance Survey the number of individual 
health policies in force at the end of 2001 was 5,843. The number of 
individuals covered under those policies (i.e. includes dependents) was 
14,946. The premium collected during 2001 was about $24 million.

Katie

Heather Nobrega wrote:

> K a t i e ,
>
>  R e p .  R o k e b e r g  w o u ld  l i k e  t o  k n o w  t h e  c u r r e n t  n u m b e r  o f  i n d i v i d u a l  h e a l t h
>  i n s u r a n c e  p o l i c i e s  c u r r e n t l y  i s s u e d  i n  t h e  s t a t e  f o r  t o d a y ' s  m e e t i n g ?
>
>  T h a n k s  K a t i e .
>  H e a t h e r

mailto:katie_campbell@dced.state.ak.us
mailto:Heather_Nobrega@legis.state.ak.us
mailto:linda_hall@dced.state.ak.us
mailto:sally_saddler@dced.state.ak.us


The Honorable «Govemor»
Governor of «State»
«Address»
«Address2»
«City_State_ZIP»

Dear Governor «Govemor_Last_Name»:

The Trade Act of 2002, Public Law No. 107-210 (“the Act”), includes important provisions to 
assist certain workers who lose their jobs due to the effects of international trade in paying for qualified 
health insurance. The Act also provides such assistance to certain beneficiaries of the Pension Benefit 
Guaranty Corporation. The primary mechanism for assistance is a federal tax credit equal to 65 percent of 
the amount paid by eligible individuals for such health insurance. An additional interim mechanism to 
assist in paying for qualified health insurance is through National Emergency Grants (NEGs). We 
estimate these provisions could help over 500.000 Americans each year -  many of whom may reside in 
your state -  continue or obtain health insurance. To make the most of this opportunity, however, we need 
your assistance.

Under the law, the States play an important role in providing health insurance coverage options 
and assisting individuals to enroll. The Department of the Treasury administers the federal tax credit 
under the Act. NEG assistance, which is administered by the Department of Labor, is available without 
any cost to the State. Certain health insurance coverage options, such as continuation health coverage 
under the Consolidated Omnibus Budget Reconciliation Act of 1985 (commonly known as COBRA 
coverage), are automatically available to all eligible individuals. Other options specified in the law are 
available only if the State elects them and certain conditions are met. Enclosed is more detailed guidance 
on how States may elect coverage options for eligible individuals under the Trade Act. Please note that 
funds are available to States through additional NEGs administered by the Department of Labor for start­
up and administrative costs relating to the tax credit program. The Department of Health and Human 
Services will assist States in interpreting this guidance with respect to qualified health insurance.

We strongly encourage your state to take advantage of the benefits of these programs. We also 
encourage your state to elect options to increase the opportunities for eligible individuals to have health 
insurance.

We look forward to working with you. If you or your staff have any questions, please contact 
Ruben J. King-Shaw Jr., Senior Advisor to the Secretary of the Treasury for Health Insurance Initiatives,
at 202-622-2336.

Sincerely,

John W. Snow 
Secretary of the Treasury

Elaine L. Chao 
Secretary of Labor

Tommy G. Thompson 
Secretary of Health 

and Human Services



Guidance for Elections of Qualified Health Insurance 
Under the Trade Act of 2002

I. Purpose and Background

On August 6, 2002, President Bush signed into law the Trade Act of 2002 (“the Act”), Public 
Law 107-210.1 Title II of the Act contains provisions that provide assistance to certain 
individuals participating in the Trade Adjustment Assistance program (TAA) or receiving a 
payment from the Pension Benefit Guaranty Corporation (PBGC), to enable them to purchase 
health insurance. (A copy of Title II of the Act is available at
http://www.doleta.gov/tradeact/2002act_index.asp). The primary mechanism for such assistance 
is a federal tax credit that is equal to 65 percent of the amount paid by the eligible individual for 
coverage for the individual and qualifying family members under qualified health insurance.
The end of the year tax credit became available on December 1, 2002 for individuals who claim 
the credit on their subsequent income tax return. By August 1, 2003, the credit will also be 
available on a monthly basis as the premium is paid. The government’s share (65 percent of the 
premium amount paid by the individual) will be combined with the eligible individual’s payment 
of the 35 percent and paid on a monthly basis, in general to the qualified health plan in which the 
individual has enrolled. The Department of the Treasury (Treasury) is responsible for 
implementing this advance credit under its Health Coverage Tax Credit program (HCTC).

The Act also authorizes two types of National Emergency Grants (NEGs) for which States may 
apply under the Workforce Investment Act of 1998. One type of NEG is available to assist 
eligible TAA and PBGC recipients, on an interim basis, in paying up to 65 percent of the 
premiums for qualified health insurance (equivalent to the Federal share under the tax credit) 
until the advance tax credit mechanism becomes available in August. The second type of NEG 
is available to provide resources to assist the States with start-up and administrative costs relating 
to the tax credit. The Department of Labor (DOL) is responsible for administering both types of 
NEGs (see Section V below).

The Administration estimates that as many as 260,000 people nationwide may be able to claim 
this credit next year. When combined with qualifying dependents, this means more than a half 
million people could benefit from the credit. (Attachment A provides estimates of TAA and 
PBGC recipients eligible in each State).

The States play a critical role in the administration of this assistance. Particularly important to 
the success of this assistance are the States’ efforts toward ensuring the availability of coverage 
for which the assistance can be used, making eligible individuals aware of the program, and 
increasing the options available to them. The purpose of this guidance is to inform the States of 
the program and to explain their role in making health insurance options available.

1 The law is the Trade Act o f 2002. Division A of the Trade Act contains its own title: The Trade Adjustment 
Assistance Reform Act o f 2002. Title II of the Act (Division A) contains the health coverage assistance provisions.

http://www.doleta.gov/tradeact/2002act_index.asp


II. Who Is Eligible

There are two basic categories of individuals who may be eligible for the tax credit and NEG 
assistance under the Act: (1) certain Trade Adjustment Assistance (TAA) recipients as described 
below, and (2) people who have attained age 55 but who are not on Medicare or other specified 
coverage who receive pension payments from the Pension Benefit Guaranty Corporation 
(PBGC).

A. TAA Recipients:

An eligible TAA recipient is defined as any individual who is receiving a trade readjustment 
allowance under the Trade Act of 1974 at any time during a month, or individuals who would be 
eligible for such an allowance except that they have not exhausted their regular unemployment 
insurance benefits. In addition, individuals receiving benefits under the alternative trade 
adjustment assistance program, established under section 246 of the Trade Act of 1974 (which 
commences on August 1, 2003) also will be eligible for assistance. All TAA recipients remain 
eligible for the tax credit for one month after the end of the month that their eligibility for TAA 
status ceases.

B. PBGC Pension Recipients:

A person who is receiving a benefit payment from PBGC and who has attained age 55 (but who 
is not eligible for Medicare) on the first of the month may be eligible for the tax credit.

C. Other factors:

An eligible individual is not entitled to the tax credit for any month if, on the first day of the 
month, the individual is covered by “other specified coverage”.

The tax credit can be used to purchase qualified health insurance that also covers an eligible 
individual’s spouse or dependent (i.e., anyone who qualifies as a dependent under the Interna! 
Revenue Code), provided the spouse or dependent does not have “other specified coverage”.

“Other specified coverage” includes:

• insurance coverage through the spouse’s employer, and the spouse’s employer 
contributes at least 50 percent of the cost o f coverage for the spouse, the eligible 
individual and dependents (or the spouse receives coverage in lieu of an employer’s cash 
or other benefits under a cafeteria plan);

• coverage under Medicare Part A or enrolled under Part B;
• a State’s Medicaid program;
• a State’s SCHIP program;
• a plan in the Federal Employees Health Benefit program; or
• a Defense Department health plan.

An individual who is imprisoned cannot be an eligible individual.
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Individuals with questions about their TAA status or tax credit eligibility should contact their 
State woikforce agency. PBGC beneficiaries with questions about their eligibility for the tax 
credit will be able to contact a toll free telephone number that we expect to establish in the near 
future.

III. Qualified Health Insurance

A. Types o f Plans

The law identifies ten categories o f health insurance that may be “qualified” as coverage for 
purposes of the tax credit and NEG assistance. The coverage must be for comprehensive health 
coverage.2

The ten categories are:

1. COBRA: any continuation coverage that the eligible individual has under the federal 
Consolidated Omnibus Budget and Reconciliation Act o f 1985.

2. State COBRA or continuation coverage: any State-based continuation coverage in a 
group plan that is obtained under a State law that requires such coverage.

3. High risk pool: as defined in the Public Health Service Act section 2744(c)(2), coverage 
that is offered through a State high risk pool that is otherwise open to “HIPAA eligibles” 
without imposing a preexisting condition exclusion, and is consistent with the NAIC 
model act entitled “Health Plan for Uninsurables” that was in effect in August, 1996. 
(Attachment B is a list of the State high risk pools that are qualified based on the 
information currently available to the Department of Health and Human Services.3)

4. State employees’ health plan: coverage under a State employees’ health insurance 
program.

5. A State-based health insurance program that is comparable to the health insurance 
program offered to State employees.

6. A State arrangement: a State can enter into an arrangement with an issuer of health 
insurance coverage (including individual insurance) to offer coverage to eligible 
individuals. It can also enter into an arrangement with an administrator or an employer to 
offer coverage to the individual, or with a group health plan (including a multiemployer 
plan).

7. Purchasing pool: a State arrangement for coverage that is provided through a private 
sector purchasing pool.

8. Other State plans: coverage that is provided through a State operated health plan that does 
not receive any federal financial assistance.

: Examples of types of plans that are not eligible for the credit or NEG assistance are limited coverage plans such as 
dental or vision care; fixed dollar indemnity coverage; specific disease insurance; workers’ compensation: health 
coverage under an automobile insurance policy; liability insurance; or coverage for on-site medical clinics.
’ The Act also provides a grant program that provides up to SI million to a State to establish a qualified high risk 
pool in FY 2003 or 2004, and a separate tw o year grant program that will provide a grant up to 50 percent o f a 
qualified high risk pool's operating losses, up to a national total of $40 million each year. The seed grant 
announcement can be found at www.cms.hhs.gov/riskpool. The grant announcement for the operating losses will be 
forthcoming.
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9. Spouse’s coverage: coverage under a group health plan that is available through the 
employment of the eligible individual’s spouse, if the spouse’s employer contributes less 
than 50 percent o f the total cost of coverage for the spouse, the eligible recipient, and any 
dependents. (There is a distinction for Alternative TAA recipients— those aged 50 or 
older who are receiving income support. If these people are eligible for spousal coverage 
where the employer pays 50 percent or more, they are considered to have other specified 
coverage, even if they are not actually covered by the spouse’s plan.)

10. Individual health insurance: coverage under individual health insurance if the eligible 
individual was covered under the insurance during the entire 30 day period that ended on 
the date that such individual became separated from the employment that qualifies the 
person as a TAA or PBGC recipient.

B. State Election

Coverage options 1, 9 and 10 above are automatically considered to meet the definition of 
“qualified health insurance” for all eligible individuals, without further state action. Options 2 
through 8 only meet the definition if the State elects to have one or more of these options 
considered to be qualified health insurance. For individuals who have had at least three months 
of creditable coverage4 prior to seeking enrollment in any o f these Options 2 through 8, the 
insurance will only be considered qualified health insurance if it meets the following four 
criteria:

1. Guaranteed issue: Qualifying individuals must be guaranteed enrollment regardless o f  
their medical status and must be permitted to remain enrolled so long as they pay the 
premium.

2. No pre-existing condition restrictions: No pre-existing condition restriction may be 
imposed on qualifying individuals.

3. Nondiscriminatory premium: The premium charged for a qualifying individual may not 
be greater than the premium for a similarly situated person who is not receiving the 
credit.

4. Benefits are the same (or substantially the same) under coverage provided to similarly 
situated individuals who are not qualifying individuals.

Generally, periods of coverage prior to a break in coverage o f 63 days or more do not count in 
determining whether an individual has three months of creditable coverage. However, 
individuals who do not have at least three months of creditable coverage may still use the tax

4 “Creditable coverage” is defined in section 9801(c) of the Internal Revenue Code, and includes most kinds of 
health coverage. (The identical definition also appears in section 2701(c) o f the Public Health Service Act and 
section 701(c) of the Employee Retirement Income Security Act (ERISA). Periods of creditable coverage prior to a 
“significant break in coverage" do not count in determining whether an individual has three months of creditable 
coverage for purposes of the tax credit or NEG assistance. This also means that there can be a break in coverage 
between the loss of health plan coverage and applying for a new plan elected by the State. A significant break in 
coverage under federal law is a break in coverage of at least 63 consecutive days (days in a waiting period in which 
an individual has no other coverage are not considered creditable coverage nor are they taken into account when 
determining if there is a significant break in coverage). However, the length of time that passes before a significant 
break in coverage is reached may be longer under State law that applies to HMOs and health insurance carriers.
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credit or NEG assistance in connection with enrollment in health insurance that the State has 
elected to have treated as qualified.

States may find that the four requirements can be met most easily by selecting as the State 
option(s) the coverage arrangements that now qualify as the State's alternative mechanism under 
section 2744 of the Public Health Service Act. These are typically either a high risk pool (#3) or 
individual coverage (#6).

The Department of Health and Human Services will assist States in interpreting this guidance 
with respect to qualified health insurance. Questions should be directed to:

Stephen Finan
Office of the Assistant Secretary for 

Planning and Evaluation 
Dept, of Health and Human Services 
Room 442E
200 Independence Ave, SW 
Washington, DC 20201 
Telephone: 202.690.7387 
E-mail: Stephen.Finan@hhs.gov

IV. State Elections

A. Elections Letter

Options 1,9 and 10 are automatically considered to meet the definition of “qualified health 
insurance” for all eligible individuals without any further State action. However, under the law, 
the remaining options are available only if the State elects to provide one or more of them.

To facilitate implementation of the law, we request that the Governor, or the Governor’s 
representative, send a letter indicating which options (2-8, above) the State is electing to make 
available to eligible recipients under the tax credit. (Note: DOL expects the coverage options for 
the interim assistance NEG to be identified in the application for the grant and will coordinate 
the review of these options with HHS). Please send the letter to:

John Hoff, Deputy Assistant Secretary 
Office of the Assistant Secretary for 

Planning and Evaluation 
Dept, o f Health and Human Services 
Room 424E
200 Independence Ave, SW 
Washington, DC 20201
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B. Information Requested 

The letter should:

1. Identify the State official responsible for implementing this decision, including address 
and telephone number.

2. State the option(s) chosen by the State (of options 2-8).
3. Provide the name, policy form number or other unique identifier for each qualifying plan 

under each option. Also, provide a name and contact number for the plan administrator 
or insurance carrier official who can provide additional information, if necessary.

4. Certify that the four requirements (III. B. above) are met for each plan under each option.
5. Certify that the benefits made available to tax credit recipients are the same or 

substantially the same as those in the plans who do not receive the tax credit.

C. Public Information

To assist eligible individuals, the State should take steps to publicize the options available to 
eligible individuals in their State. Such steps can include the listing of qualified plans on a 
website, providing lists at State TAA offices, unemployment offices, and other locations where 
eligible recipients may obtain information.

V. National Emergency Grant Assistance

As noted above, the Trade Adjustment Assistance Reform Act of 2002 authorizes two new NEG 
mechanisms relating to the provision of health insurance coverage assistance that are to be 
administered by the Department of Labor. The Department of Labor and the Department of 
Health and Human Services will work closely together to facilitate the provision of technical 
assistance to the States regarding these NEGs.

A. System Development Grants. These grants are intended to help States cover certain start-up 
and administrative costs. Guidance for applying for these grant funds have been issued in 
Training and Employment Guidance Letter (TEGL) 10-02. These grants may be used to 
establish and implement systems for:

—eligibility verification;
—certification of State-based health insurance coverage;
—notification to eligible individuals of available qualified health insurance options; 
—providing assistance to individuals in enrolling in qualified health insurance; 
—processing of certificates confirming eligibility of individuals for the advance payment 
of the tax credit;
—developing and installing necessary data management systems; and 
—other expenses, as determined appropriate by the Secretary of Labor, including the start­
up and ongoing administration o f State-elected health-insurance coverage options.

B. Health Insurance Interim Assistance Grants. These grants are available to States to assist 
eligible TAA and PBGC recipients in paying up to 65 percent of the monthly premiums for
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qualified health insurance coverage until the advance payment mechanism for-the tax credit 
becomes available. The grants may also be used to provide additional support services to 
eligible individuals. Draft guidance was published in the Federal Register on December 4, 2002 
(67 FR 72222-72234), and guidance for applying for Health Insurance Interim Assistance Grants 
will soon be issued through another TEGL .

C. Contact. For further assistance regarding these NEGs please contact:

Shirley M. Smith
Office of National Response
U.S. Department of Labor
Employment and Training Administration
Room N5420
200 Constitution Ave., NW  
Washington DC 20210 
202-693-3501



Attachment A: Estimated Eligible? by State 2002 Level 
Under The Trade Act o f  2002

Estimated Population5
Tota TAA PBGC

Alabama 8, 10C 5,50C 2,600
Alaska 20C 10C 100
Arizona 2,50C 1,000 1,500
Arkansas 3,00C 1,700 1,300
California 14,30C 7,100 7,200
Colorado 1,80C 500 1,300
Connecticut 2.60C 1,100 1,500
Delaware 20C C 200
District o f Columbia 100 0 100
Florida 13,000 1,700 11,300
Georgia 10,700 4,700 6,000
Hawaii 600 0 600
Idaho 1,100 800 300
Illinois 11,900 4,800 7,100
Indiana 9,700 5,100 4,600
Iowa 1,900 600 1,300
Kansas 3,600 2,600 1,000
Kentucky 4,200 2,900 1,300
Louisiana 1,400 400 1,000
Maine 1,600 1,300 300
Maryland 1,200 100 1,100
Massachusetts 3,900| 2,000 1,900
Michigan 7,500 4.000 3,500
Minnesota 4,900 2,800 2,100
Mississippi 3,100 2,300 800
Missouri 6,500 1,300 5,200
Montana 100 0 100
Nebraska 500 200 300
Nevada 900 200 700
New Hampshire 1.300 800 500
New Jersey 5.900 1,200 4,700
New Mexico 600 300 300
New York 11,900 4,200 7,700
North Carolina 14,600 9,900| 4,700

5 These estimates are intended to provide states with rough guidance as to the size of the eligible population at 2002 
levels. States listed as having zero TAA eligibles may have a few participants. Actual enrollment will depend on 
many factors, including the size of the population currently eligible for TAA and PBGC benefits, the number and 
type of health plans available to the eligible population, and take-up rates. Moreover, in some states the num ber of 
workers eligible for Trade Adjustm ent Assistance varies significantly from year to year.
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Estimated Population
Total TAA PBGC

North Dakota 100 0 100
Ohio 19,600 5,200 14,400
Oklahoma 3,400 2,400 1,000
Oregon 5,100 4,500 600
Pennsylvania 20.000 8,400 11,600
Rhode Island 500 to o o 300
South Carolina 5,200 3,400 1,800
South Dakota 200 100 100
Tennessee 9 ,o o d 4,700 4,300
Texas 15,500 10,700 4,800
Utah 600 300 300
Vermont 500 300 200
Virginia 6,700 3,800 2,900
Washington 11,600 10,300 1,300
West Virginia 1,700 700 1000
Wisconsin 5,300 3,300 2,00
Wyoming 200 100 100

Source: TAA data are based on information from the Employment and Training Administration, 
U.S. Department of Labor. PBGC estimates are based on data provided by the Pension Benefit 
Guaranty Coiporation.



Attachment B: Currently "Qualified" State High Risk Pools6

Alabama
Alaska
Arkansas
Colorado
Connecticut
Idaho
Illinois
Indiana
Iowa
Idaho
Kansas
Kentucky
Louisiana
Minnesota
Mississippi
Montana
Nebraska
New Hampshire
North Dakota
Oklahoma
South Carolina
Texas
Wisconsin
Wyoming

Note: To be “qualified,” a high risk pool (as defined in the Public Health Service Act section 
2744(c)(2)) must be open to “HIPAA eligibles” without imposing a preexisting condition 
exclusion and be consistent in its premium rates and benefits with the NAIC model act entitled 
“Health Plan for Uninsurables” that was in effect in August, 1996.

° These States’ risk pools meet the criteria set forth in section 2744(c)(2) of the Public Health Services Act. In 
addition, to be qualified health insurance under the credit or NEG assistance, the risk pools must meet the four 
conditions in III.B. above.
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~^Got health insurance? You re lucky

1 1 6 , 0 0 0 - b u
mated number of Alaskans • 
without health coverage

1 9  -  Percentage of
Alaskans without health cover­
age _

3  -  Number of states that
have a higher percentage of - 
uninsured residents than Alas­
ka does

$ 9 , 0 7 6 -Amount a
typical 45-year-old Alaskan will 
pay each year for an individual 
health policy covering his fami­
ly with a $1,000 deductible

1 8 4 1 -  Percentage 
increase in Alaska medical care

costs since 1983

3 : 1 -Ratio by which the 
increase in Alaska medical 
costs has exceeded overall 
inflation since 1983

$ 2 9 7 , 5 0 0 -
. Minimum amount state health 

Insurance will pay toward the 
$300,000 of medical bills 

‘ recently Incurred by a state 
legislator (assuming no dispute 
over the price or necessity of 
the treatment)

U n k n o w n -
Number of Alaskans who will 
be able to afford health cover­
age If Alaska creates an unsub­
sidized insurance-buying pool 
for small businesses and non­

profit groups'
Souroe: Oally News files; steto  division of retiremont'ond b c n ^ is .



in Alaska, health insurance depends on job
■ WITHOUT: Smail-business 
employees, self-employed, 
young can seldom afford it.
By ANN POTEMPA . .
Anchorage Dally News J y  O P

Studies show tha t the 116,000 
Alaskans without health insurance 

and others in the Life section look at a ren ’t always whom you expect, 
the health insurance problems facing They’re  working people. They’re  
Alaskans. The series continues Tues- self-employed. They’re  twenty- 
days in Life & Health through May. som ethings who assum e youthful

good health  will see  them  through, the help of donations. With a family 
Often they work for sm all business- to support and employees who need 
es tha t cannot afford to offer bene- work, Small can’t stop. After his 
fits. chem otherapy infusion last week,

They’re  your neighbors. he worked an eight-hour-plus day.
People like Steven Small. He has Rep. Sharon Cissna, D-Anchor-

repaired  ca rs  in A nchorage for al- age, has m et many families like the 
m osi 20 years and has never had Smalls.
health  insurance, even since he  " It’s not like Lhey m ade all the
opened his own shop. wrong choices in life," she said. “It’s

Doctors diagnosed liver can cer not like they w eren 't hard workers.” 
last fall. Small has been paying his
medical bills out of pocket and with See Hack Pane, in s u ra n c e

7 F a l l i n g  

T h r o u g h  

t h e  C r a c k s

ALASKA’S HEALTH 
INSURANCE CRISIS 

■ HEALTH INSURANCE: This story



INSURANCE: 1 1 6 , 0 0 0  a r e  n o t  c o v e r e d  . M e d i c a l c o s t s  h a v e  s o a r e d
Continued from A-l

Cissna has opened her office and in­
vited the public in to talk about solu­
tions to rising health care and insu r­
ance. She’s not the only one paying a t­
tention. Local and sta te  agencies have 
spen t the p ast few years studying the 
problem  and publishing data. They 
have discovered a  disparity in who 
gets health insurance and who doesn’t, 
and that difference often cen ters  on 
one thing: w here Alaskans work.

‘‘Some folks get a Cadillac (plan),” 
C issna said. “Some folks get bare 
bones.”

And som e folks get nothing at all. 
Well over 100,000 Alaskans, 19 percent 
of the state , lack health  insurance. 
About 26,000 live in Anchorage.

Nancy Cornwell, the s ta te ’s health  
policy analyst, said this total reflects 
Alaska’s population in the late 1990s, 
bu t m ore recen t data  suggest that 
num ber is rising.

The U.S. Census B ureau and the 
Henry J. K aiser Family Foundation, an 
independent agency tracking national 
health issues, have ranked all 50 sta tes 
according to uninsured residents. In 
both studies, Alaska falls in the bottom 
five states.

New Mexico ranks lowest, with al­
m ost 24 percen t uninsured; Rhode Is­
land has the best perform ance, with 
only about G percen t uninsured. The 
United S tates as a whole is alm ost in 
the middle, with 14 percen t of Ameri­
cans lacking health insurance.

Cornwell said som e people w onder 
w hether Alaska really has 116,000 resi­
den ts without health insurance. They 
question w hether Alaska Natives 
m ight have responded tha t they have 
no insurance, even though they re ­
ceive health care through tribal pro 
gram s like Indian Health Services, she 
said.

T hat issue aside, the deciding factor 
for w hether Alaskans have benefits of­
ten com es down to whom they work 
for. The sm aller the company, the less

likely its workers are to have health in­
surance, studies show. ..

Few er than half of Anchorage com ­
panies offer health insurance to full­
time employees, according to data col­
lected by the Anchorage Access to 
Health Care Coalition. Companies with 
m ore than 250 employees a re  m ost 
likely to offer it. But the local m arket­
place is filled with com panies of fewer 
than 10 employees. Only 35 percen t of 
those offer health insurance to full­
time workers.

Com pare tha t to the nation, and 
Alaska falls short Coast to coast, al­
m ost 60 percent of small businesses of­
fer em ployees health insurance, ac­
cording to the coalition.

Expensive prem ium s are  the main 
reason employers give for not offering 
the benefit. Prem ium s escalate for 
m any reasons, including rising health 
care costs.

Studies show Alaskans pay m ore for 
medical services than people in the 
Lower 48.

L ast year, the s ta te  D epartm ent of 
Labor concluded that health care costs 
for Alaskans a re  increasing a t a faster 
ra te  than any o ther cost-of-living ca te­
gory, including housing, food and 
transportation. The s ta te  Division of 
Medical A ssistance studied the 300 
most common dental, medical and su r­
gical procedures perform ed nation­
wide. It reported that health care costs 
Alaskans 25 percent m ore than the av­
erage for all states.

As prem ium s climb, businesses 
m ake choices. They shop for a cheaper 
insurance provider, cut positions or 
ask employees to pick up m ore of the 
tab.

J a n  M acClarence faced this choice 
ju s t a few m onths ago. The executive 
d irector for Abused W omen’s Aid in 
Crisis learned th a t her health insur­
ance provider would no longer serve 
the nonprofit organization in 2002. The 
best option she found m ore than dou­
bled her prem ium s, jum ping, per cin-

H o w - s t a t e s  r a n j§ £ f
Percent of state population,

' without health insurance,- VjV 
1999-2000 W .Z

Anchorage C onsum er Price Index fo r se lec ted  costs, 
1 9 8 3 - 2 0 0 1

Most Insured
Rank S ta te

i-t.. I ' 1 M iR h o d e  Island 
2  Pennsylvan ia
2 . ' "  New Hampshire 
2  M innesota
2  i Iowa 
2  Connecticut

; U.J>. ave rage
Least Insured
4 6 "
47

:m &
4 9  

.. 5 0

California 
A la ska  

' Lou isiana 
Texas 

. New Mexico

Percent 
not Insured 

' 6%"'5 
8%

. 8 %
8% 

.8% •' 
8%

1 4%

19%
21%t't 
22% 
2 4% ' '■ •

'8 3 '8 4  '8 6  ‘ 8 8  '9 0  '9 2  '9 4  '9 6  '9 8  'OO'Ol
•less housing

Source: U.S. 8ureau ol labor Statistics. Alaska Department ol Labor

RON ENGS7ROM /  Anchor.-ge Daily News

Source: Henry J. Kaiser Family FounUation

RON ENGuTROM /  Anchorage Daily Ncwr

ployee, from about S300 to $765 a 
month.

AWAIC pays all its em ployees' full 
prem ium s, but continuing to do so has 
m eant sacrifices. M acClarence has 
had to leave positions unfilled to cover 
the expense.

For the self-employed, the story is 
even m ore grim. They buy their own 
policies and pay all costs. P rem era  
Blue Cross w rites about 90 percen t of 
all individual health insurance policies 
in Alaska, said Bob Lohr, d irector of 
the Division of Insurance. The average 
annual prem ium  for a 35-year-old 
Alaskan with a $1,000 deductible is 
$2,484, Lohr said. The family ra te  is 
$6,828.

And num bers climb with age. A 45- 
year-old will pay $3,768 in prem ium s, 
$9,096 if the whole family is covered, 
Lohr said.

People who cannot afford that kind 
of coverage often go without health 
care.

“I think th e re ’s a perception that 
not having health insurance is not a 
big deal,” said Catherine Schumacher, 
chairwom an for the steering  commit­
tee of the Anchorage Access to Health 
Care Coalition. "T hat people can just 
go to the em ergency room and get the 
care they need.”

The coalition’s data show o ther­
wise. Almost half of uninsured Anchor­
age residen ts  couldn't see a doctor 
during the past y ea r because of cost. 
Many have chronic conditions like high 
blood p ressu re  but a ren ’t able to pay 
for m edications needed to m anage 
them, Schum acher said. And forget 
about preventive checkups.

"They don’t get their mammo 
gram s, their pap sm ears,"  sh e  said. 
"They don’t get their cholesterol 
checked.”

So when they do end up in an em er­
gency room, their conditions are often 
more serious — and m ore expensive.

■  Reporter Ann Polcmpa enn be reached at apotem 
po(°>ad».coni or 257-4581.
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A  P u b l i c a t io n  o f  t h e  M a i n e  P u b l i c  P o l i c y  I n s t i t u t e

Summary
Maine’s enthusiasm for regularly 
adding health insurance mandates 
has driven up the cost of health 
insurance and driven consumers 
out of die market. Our neighbor­
ing states have shown greater 
restraint and have more citizens 
able to buy health care coverage. 
To promote access to health 
insurance, Maine should impose 
a moratorium on new mandates. 
More to the point, Maine should 
allow insurers to offer new 
policies free of most, if not all, 
current mandates. Other states 
have done so.

Maine lexi word count: 746

M a n d a t e s  C a u s e  U n i n s u r a n c e

JOHN R. LA PLANTE

A s state legislators wrestle with health care issues, one place to begin is the extensive system 
of mandates that contribute to the rising cost of insurance.

According to a December 2001, national survey conducted by the BlueCross BlueShield 
Association, the fifty states plus the District of Columbia have combined to impose over 1,500 
mandates on insurance policies.1 Roughly half of those mandates require companies to pay for 
specific treatments, such as hearing aids or the removal of port wine stains.

Some procedures are widely mandated, such as mammography screening; 45 states require 
insurance companies to pay for it. (Four other states require insurers to offer this coverage as an 
option.) Not every benefit is widely applied—only 17 states require payment for contraceptives, 
for example.

A second group of mandates requires insurers to pay for services rendered by various pro­
fessions, such as pastoral counselors, naturopaths, and social workers. A third group of mandates 
requires insurance plans to cover certain populations, such as dependent students and children 
who do not live with the insured parent.

Maine's Insurance Mandates
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“ Few states have been as eager 
as M aine to impose mandates 
on insurance companies and 
the ir customers.”

MULTIPLYING MANDATES
Few states have been as eager as Maine to impose mandates on insurance 
companies and their customers. In fact, only ten states impose more man­
dates than Maine. In New England, Maine is second only to Connecticut.

By the end of the 1970s, Maine had 7 mandates, while New Hampshire 
had four, and Vermont only three. This pattern continued for 
the next two decades. As of the end of 2001, there were 36 mandates on the 
books in Maine, 24 in New Hampshire, and 19 in Vermont. Not only has 
Maine consistently had more mandates than either New Hampshire or 
Vermont, it has also, more often than not, been the first to impose new ones.

Once the content of insurance policies is dictated by the political process, it is hard lor 
legislators to resist the temptation to pile on. Special interests, whether they be patient advocacy 
groups demanding that a particular disorder be covered, or occupational groups demanding that 
insurers pay for their services, seek their own welfare in calls for increased regulation. On aver­
age, every four years has brought another five mandates on what insurers may sell, and what 
consumers may buy.

1 Information on the number of mandates is taken from State Legislative Health Care and Insurance 
Issues: 200] Survey o f  Plans is available online at http://bcbshcalthissucs.com/rclntives71 lJ?64.pdf. Data 
for this chart is taken not from the main body of the survey, but from an appendix titled State Mandated 
Benefits and Providers, which can be found at hllp://bcbsheallhis.sues.com/stntc/appendix/XYZAABB.pdf
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SO WHAT'S THE PROBLEM?
Clearly, then, Mainers—or at least Maine’s health care activists and legislators—like mandates. 
And why not? Isn't it better to get something for nothing?

The problem, of course, is that you can’t get something for nothing. As reported by Dr. Gail
A. Jensen of Wayne State University, and Dr. Michael A. Morrisey, of the University of
Alabama, mandates have costs. Across the nation, insurance premiums are anywhere from 4 to
13 percent higher as h result of state mandated benefits.2 When the General Accounting Office 
reviewed studies on mandated benefits, it found costs ranging from 5.4 percent in Iowa to 22 
percent in Maryland.1

People who are employed by small businesses are most vulnerable to rising 
premiums. These firms, which are least able to afford increased expenses, can 
end up dropping insurance coverage altogether. Jensen and Morrisey reported 
that of the companies that do not offer health insurance, nearly 20 percent cite 
mandates as the reason.4

The effects of mandate-driven premium increases can be seen by comparing 
the rate of uninsurance in Maine, New Hampshire, and Vermont. In Maine, 
where mandates are more common, insurance coverage is less widespread.
According to a report by the Kaiser Family Foundation, more of the population 
in Maine is uninsured (12.6 percent) than is the case for New Hampshire (10.3 
percent) or Vermont (10.4 percent).5

WHAT TO DO
To promote access to health insurance, Maine should stop piling on the mandates. At the least, it 
should place a moratorium on new mandates, us North Carolina has done. This will give small 
businesses a chance to adjust to recent premium increases. Any new mandates imposed after a 
moratorium, say of five years, should have sunset provisions to expire after five or seven years, 
so that the value of the mandate must be revisited.

More significantly, the state should allow insurers to offer new policies that are free of most, 
if not all of the current mandates. Arkansas and North Dakota have enacted such laws in recent 
years.

If legislators want to decrease the number of uninsured and make Maine a better place to do 
live, work, and do business, they can start by halting and even reversing the use of mandates.

John R. La Plante is a political economist and editorial consultant in St. Paul. MN  
and is an editor and researcher specializing in public policy and law. Mr. LaPlante 
was formerly a Managing Editor at the Heartland Institute in Chicago ami is an adjunct 
scholar with the Maine Public Policy Institute.
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Subject: HB 10 & HB 196 Comments for Rep. Rokeberg
Date: Mon, 5 May 2003 09:48:24 -0800
From: Janet Waldron <janet_waldron@bradycompany.com>

; To:'Janet Seitz' 'Janet_Seitz@legis.state.ak.us>

j Representative Rokeberg,

As a corporate insurance broker with over 10 years of experience in the insurance industry and the 
human resources profession, I’d like to comment on your proposed legislation HB 195 and HB 10.

HB 10:I've run into some road blocks gathering information about how specific carriers would approach 
this new pooling concept. I can comment that the ones I've spoken to don’t believe it will solve a 
lot, but they aren’t violently opposed to the bill either.

Most brokers that I talk to are split on this bill. Some believe that it undermines the small group reform 
! work that has been accomplished. Others are wary that it will cause cherry-picking and allow healthy 

groups to ban together and they argue that it is too difficult to regulate against that. Then there are folks 
like me who don't think it will damage the market (I have confidence that the carriers, with the oversight 
of the Division of Insurance, can effectively and responsibly market products with effective controls),

I and if it helps a handful o f little businesses then it was worth it.

I I have confidence that the Division of Insurance would effectively oversee the market and react 
accordingly.

HB 195:Mandates increase costs; Bottom line. Anytime that government requires that certain 
enhancements be added to a product, it increases the cost. While some of the mandates in Alaska are 
very good, they do increase the cost. Chiropractic care coverage is an example. (I'm surprised that the 
Chiro. doctors aren't sending you hate mail)My statistics and figures are ail corporate based as I manage 
medium and large sized health plans, so I can't comment on the individual pricing although I would 
guess that this particular mandate would make a difference in the overall premium. It certainly impacts 
our large corporate plans. I can provide corporate statistics, but they are probably irrelevant as this is an 
individual bill aimed at the uninsured and not applicable. I keep coming back to — some insurance is 
better than none...

I can give you some feedback as someone who has been in the insurance industry & market for a while, 
but is also an HR professional and struggling with the costs like every- other employer out there.I spoke 
with Katie Campbell in detail on this bill and I'm comfortable with it. I am the incoming president of 
one of the largest professional organizations in Alaska representing nearly all of the medium and large 
businesses in the state with over 300 active members. As Human Resources professionals, we are 
responsible for managing our company benefit plans and are very concerned about the financial burdens 

: being placed on our budgets and yet as business managers are huge advocates of free enterprise. As long 
, as your bills don't hurt the market and encourage free market exchange, you have our support. I have 

begun the process of obtaining an official position paper from our national level and our local level.

j If any of the legislators have questions on benefit trends, average costs, plan designs, etc or can provide 
me with specific requests o f statistical support, I would be happy to gather it for you. I sent you a couple 

i pages today of a recent survey conducted on the benefit plans offered by many of the non-profit agencies 
I in our state. This survey was conducted by the Foraker group and is the most comprehensive that I've 
J seen conducted in the Alaska market. I'll continue to listen into the hearings and if I hear o f arguments, 
i try to get you statistical support whether pro or con.

1 Of? 5/5/2003 4:12 PM
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I Thanks for allowing us to contribute to the process.

Best wishes,
I

Janet

j Janet L. Waldron, PHR 
! Employee Benefits Consultant 

President -  Elect Anchorage Society for Human Resource Management

o f  2 5/5/2003 4:12 PM
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May5 , 2003

Representative Norman Rokeberg 
State Capitol, Room 214 
Juneau, AK 99801-1182

Dear Representative Rokeberg:

I am writing in reference to CSHB 195(L&C) and the benefits that passing this 
legislation will have to the residents of Alaska.

The bill allows health insurers to offer a product in the individual health insurance 
market tha t Is not subject to ten statutorily require J benefit mandates. As we 
discussed, Blue Cross Blue Shield of Alaska does not currently have quantifiable 
data on the precise cost of the close to a dozen mandates that are In A laska ’s 
statutes. However, in the past we had our actuarial department assess the cost 
of Washington State health insurance mandates and found that the Washington 
State mandates collectively constitute nearly twenty percent of the prem ium that 
our customers pay.

W hatever the ultimate cost of the A laska mandates, I am convinced CSHB 
195(L&C) will send a clear message tha t consumers need relief from rapidly 
escalating health insurance premiums. That message may be ultimately more 
Important than the dollars and cents attached to the mandates themselves. In a 
world where the cost o f health care is rising at the alarming rate of the m id-teens, 
any legislation that will put downward pressure on these increases will be of 
benefit to the many constituents you represent and to all Alaskans.

If you have any questions or would like to discuss this issue further, you can 
reach me on my direct line at the number above.

Respectfully,

Jack C. McRae

t o .  l a x  137 

iwTd«, WA98111
te l 42S.SI8.S7S7 
fax 6Z5.91I.SS3S 
JaduiK/arfl prtmtra.com

www.premtra.ajm An Ind tp tn d tn t U u n rt*  of th# 
llm  Crou 8 Kjo Shield Auoditton

http://www.premtra.ajm
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BLUE CROSS BLUE SHIELb OF ALASKA

l r  ' C. McRae
Senior Vice President

Representative Norman Rokeberg 
House of Representatives 
State Capitol, Room 24 
Juneau, AK 99801-1182

Re: Alaska House Bill 195

Dear Representative Rokeberg:

Blue Cross Blue Shield of Alaska is pleased to support the proposed Committee Substitute for 
House Bill 195 (version "Q"). W e believe this bill represents an important step forward for 
Alaska in addressing increasing costs of health care coverage and the problem of the 
uninsured.

HB 195 gives health insurers the flexibility of offering a benefit plan to individuals that is not 
subject to state mandated health insurance benefits. We strongly believe that Alaska 
consumers should have choice in the insurance products available for purchase. The product 
allowed under HB 195 will be welcomed by many individual consumers looking for an alternate 
to plans currently available in the marketplace.

We are also pleased to see that version "Q" of HB 195 recognizes important new options 
available through the Federal Trade Act of 2002. The Trade Act contains important provisions 
for workers whose health coverage could be affected because of unemployment related to 
foreign trade agreements. Given that the Alaska Comprehensive Health Association is already 
a federally qualified HIPAA high-risk pool, the ACHIA amendments made by HB 195 are a 
fiscally responsible way to leverage federal dollars to assist in covering workers eligible under 
the Trade Act.

Blue Cross Blue Shield of Alaska congratulates Representative Rokeberg for introducing a bill 
that will benefit Alaskans seeking new alternatives for health insurance. We urge the committee 
to advance the bill to the next step in the legislative process.

Cc: Jerry Reinwand 
Jeff Davis

P.O. Box 327 
Seattle, WA 98111

te l 425.918.5757 
fax 425.918.5635 
jack.mcraeOpremera.com

w w w .p r e m e r a .c o m An Independent Licensee of the 
Blue Cross Blue Shield Association

http://www.premera.com
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PREMIUMS WRITTEN

INSURER
COMPREHENSIVE

MEDICARE
SUPPLEMENT

VISION
ONLY

DENTAL
ONLY

FEDERAL
EMPLOYEES
HEALTH
PLAN TOTALIndividual Group

PREMERA/ 
BLUE CROSS 15,353 183,269 1,597 0 0 48 "35 248,754

ALASKA
VISION 0 0 0 1,074 0 0 1,074

PREMIUMS EARNED

INSURER
COMPREFENSiVE

MEDICARE
SUPPLEMENT

VISION
ONLY

DENTAL
ONLY

FEDERAL
EMPLOYEES
HEALTH
PLAN TOTALIndividual Group

PREMERA/ 
BLUE CROSS 15,269 184,247 1,573 G 0 48,966 250,055

ALASKA
VISION 0 0 0 1,121 0 0 1,121

CLA IMS INCURRED

INSURER
COMPREHENSIVE

MEDICARE
SUPPLEMENT

VISION
ONLY

DENTAL
ONLY

FEDERAL
EMPLOYEES
HEALTH
PLAN TOTAL

NUMBER
OF

SUBSCRIBERS*Individual Group

PREMERA/ 
BLUE CROSS 12,406 153,369 1,087 0 0 45,524 212,386 104,763

ALASKA
VISION 0 0 0 919 0 0 919 19,187

‘ Numbers not rounded to the nearest thousand.


