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1 IN T H E  SENATE BY THE JUDIC IA RY  COMMITTEE

2 SENATE B I L L  NO. 520

3 IN THE LEGISLATURE O F  THE STATE OF A L A S K A

4 F I F T EE NTH  LEGISLATURE - SECOND SESSION

5 A  BILL

6 F o r  a n  Act  entitled: "A n Act relating to he al t h  insurance; a nd  providing

7 for an effective date."

8 B E  IT E N AC TE D BY THE LEGISLATURE O F  THE STATE OF ALASKA:

9 * S e c t i o n  1. LEGISL AT IVE  FINDINGS AND INTENT. (a) The legislature

10 i‘inds that

11 (1) the access of residents of the state to basic h e a l t h  care

12 servic es  is a natural, essential, a n d  unalienable right that is protected

13 b y  art. VII, sec. 4, of the Constitution of the State of Alaska;

14 (2) within the state m a n y  people lack access to b a s i c  health

15 care services because they are not able to purchase h e a l t h  care insurance

16 at a reasonable price or because they  are restricted from p u rch as in g health

17 i n s ur anc e by the practices of the insurance industry;

18 (3) lack of access to h e a l t h  care negati ve ly  affects the health

19 status of the uninsured in the state by the delay or lack of medic al  treat-

20 ment, thereby increasing the incidence of disease and illness in the state;

21 (4) the cost of providing hospital care to the u n i n su re d is a

22 b u r d e n  o n  the taxpayers and certain businesses in the state;

23 (5) most businesses in the state assist t h e i r  employees in the

24 p u r c h a s e  of he a l t h  care insurance and that m a n y  other busines se s are pre-

25 elud ed  from providing such assistance because of econo mic  a n d  cost con-

26 cerns;

27 (6) the inability of certain businesses to offer h e a l t h  insur-

28 ance benefits to their employees is a hindrance to t h e i r  a b il it y to compete

29 for capable employees in the labor market and therefore h a s  a negative
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1 e c o n o m i c  i m p a c t  o n  t h e  stat e .

2 (b) It is the intent of the legislature to prom ote  the ac cessibility

3 of h e a l t h  care services for all its citizens, a pu bl ic  p u r p o s e  for w h i c h

4 m o n e y  may be expended.

5 * Sec. 2. AS  18 is am e n d e d  by adding a n e w  chapter to read:

6 C H A P T E R  21. H OS P I T A L  INSURANCE.

7 A R T I C L E  1. DISAB IL ITY  INSURANCE.

8 Sec. 18.21.010. SERVICES A T  A C U T E  HOSPITALS. (a) Payment for

9 services p rov id ed  by  a c ut e hospitals shall be e s t a b l i s h e d  by the

10 commission for e a c h  acute hospital at a p e rc en tag e of a pp r o v e d  charges

11 deter mi ne d un de r (b) a n d  (c) of this secti on  except w h e r e  the services

12 are render ed  un de r a selective product contract.

13 (b) F o r  e a c h  a c u t e  h o s p i t a l  f o r  e a c h  f i s c a l  y e a r ,  t h e  c o m m i s s i o n

14 shall e s t a bl ish  the p e rc en ta ge of charges to be p a i d  to e a c h  hospital

15 as e q u a l  to M e d i c a i d  p a y m e n t s  f or t hat f i s c a l  y e a r  as d e t e r m i n e d  in

16 the final settlement for the hospital, di v i d e d  by M e d i c a i d  approved

17 charges for the h o s p i t a l  for that fiscal year. M e d i c a i d  approved

18 charges for inpa ti en t services shall be c a l c u l a t e d  by  di viding

19 M ed icaid actual inp at ien t charges for that fiscal y e a r  b y  the same

20 fiscal y e a r’s ratio of actual n on -M e d i c a r e  gross i npatient service

21 revenue d i v i d e d  by  approve d n on- Me d i c a r e  gross i npatient service

22 revenue u n a d j u s t e d  f or  compliance. M e d i c a i d  a p p r o v e d  charges for

23 outpatient services shall be cons id er ed  equal to M e d i c a i d  actual

24 charges for ou tp a t i e n t  services for that fiscal year. A  p e r ce nt ag e

25 computed u n d e r  this s u bs ec ti on shall be ad ju s t e d  u n d e r  (c) of this

26 se c tion. N o t w i t h s t a n d i n g  thi s  s e c t i o n ,  i n  e s t a b l i s h i n g  r a t e s  o f

27 payment for services p ro v i d e d  by hospitals, the c o m m i s s i o n  shall take

28 into account the spec ia l ci rcumstances of d i s p r o p o r t i o n a t e  share

29 hospitals b y  a d j u s t i n g  the rates of paym en t in a m a n n e r  to reliev e the
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1 d i s p r o p o r t i o n a t e  b u r d e n  of free care g i v e n  by h os pi t a l s .

2 (c) N o t w i t h s t a n d i n g  any o t h e r  p r o v i s i o n  of law, p a y m e n t s  to

3 a c u t e  h o s p i t a l s  shall, in the a gg re g a t e ,  not e x c e e d  an  amo unt  that

4 c o n f o r m s  to a n  u p p e r  limit r e q u i r e m e n t  im p o s e d  b y  t it le X I X  o f  the

5 S o c i a l  S e c u r i t y  A c t  and d e f i n e d  by r e l e v a n t  p r o v i s i o n s  of the regu-

6 l a t i o n s  a d o p t e d  b y  the h e a l t h  care f i n a n c i n g  a d m i n i s t r a t i o n .  Bef ore

7 the c o m m e n c e m e n t  o f  e ac h  fisc al year, t he  c o m m i s s i o n  shall de t e r m i n e

8 a n  a p p l i c a b l e  u p p e r  limit r e q u i r e m e n t  i m p o s e d  b y  f e d er al  law. I n  the

9 e v e n t  that the li mi t is exceeded, the c o m m i s s i o n  sh al l a dopt regu-

10 l a t i o n s  that s p e c i f y  the m a n n e r  by w h i c h  ho sp i t a l s '  p e r c e n t a g e  rates

11 of p a y m e n t  s h a l l  b e  a d j u s t e d  so that soc ial  s e c u r i t y  p a y m e n t s  to acute

12 h o s p i t a l s  do n o t  e xce e d  the u p p e r  limit.

13 (d) F o r  h o s p i t a l s  that ha v e  e a r n e d  d e f i c i t  r eve nu e for the

14 f i s c a l  y e a r  a n d  w h o s e  a p p r o v e d  f is c a l  y e a r  r e v e n u e  w as  a d j u s t e d  up wa r d

15 as a  result o f  t h e  deficit, an  a d j u s t m e n t  s ha ll  o c c u r  at th e end of

16 t h e  fiscal y e a r  to al lo w the h o s p i t a l  to p ay  th e s t at e an a mo u n t  equal

17 to t h e  p e r c e n t a g e  share of the u p w a r d  ad j u s t m e n t ,  m u l t i p l i e d  b y  the

18 p e r c e n t a g e  o f  ch ar g e  c a l c u l a t e d  u n d e r  (b) of this section.

19 (e) If t h e  social s e c u r i t y  p a y m e n t  m e t h o d o l o g y  set out in this

20 s e c t i o n  is n o t  a p p r o v a b l e  by the h e a l t h  care f i n a n c i n g  a d min is tr at ion ,

21 the c o m m i s s i o n  is a u t h o r i z e d  an d d i r e c t e d  to m o d i f y  the m e t h o d o l o g y  as

22 m a y  be r e q u i r e d  to secure h e a l t h  c are f i n a n c i n g  a d m i n i s t r a t i o n  ap-

23 p r o va l; h o w e v e r ,  the m o d i f i e d  m e t h o d o l o g y  s h a l l  h a v e  re s u l t s  as com-

24 p a r a b l e  as p o s s i b l e  to t ho se  of th e m e t h o d o l o g y  p r e s c r i b e d  in  title

25 X I X  of the S o c i a l  S e c u r i t y  A c t .

26 Sec. 18.21. 02 0.  M E D I C A R E  S H O R T F A L L  A S S I S T A N C E  FUND. (a) T h e r e

27 is e s t a b l i s h e d  a  se parate fund to b e  k n o w n  as the M e d i c a r e  sho rt fa ll

28 a s s i s t a n c e  fund. T he  p u r p o s e  of this fund is to p r o v i d e  c o m p e n s a t i o n

29 to a c ut e h o s p i t a l s  for s h o r t f a l l s  i n  M e d i c a r e  p a y m e n t s  r e s u l t i n g  fro m
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annual chan ge s i n  M e d i c a r e  rates that a r e  less t h a n  the rate of i n­

flation as m e a s u r e d  b y  the h e a l t h  care f i n a n c i n g  ad m i n i s t r a t i o n  mar ket  

basket pr oj ect io n.  Fo r p u r p o s e s  of c a l c u l a t i n g  shortfalls, e a c h

y e a r’s p r o s p e c t i v e  p a y me nt  s y s t e m  rate s hall be co mpared to the p r o­

spective p a ym ent  s y s t e m  rate that was e f f e c t i v e  f or the ho sp ita l in 

the h o s p i t a l ' s  p r e v i o u s  fiscal year. In ca l c u l a t i n g  pr os pe cti ve  

paym en t s y s t e m  r at e s ,  all a dj us tm en t f ac to rs  s hall be included. The 

A l a s k a  H o s p i t a l  A s s o c i a t i o n  sh al l a n n u a l l y  submit to the R a t e - s e t t i n g  

C o m m i s s i o n  a p l a n  f o r  the c a l c u l a t i o n  o f  the shortfall an d the d i s­

t r i b u t i o n  of m o n e y  f r o m  the fund. Th e amount ava il ab le  for d i s t r i b u­

tion f r o m  the f u n d  shall not ex c e e d  $ 5 0 , 0 0 0 , 0 0 0  for each year.

(b) The c o m m i s s i o n e r  of revenue shall r e c e i v e  and b e  the c u s t o­

di a n  of funds a p p r o p r i a t e d  for the M e d i c a r e  s h o rt fal l a ss is tan ce  fund. 

The funds shall b e  d i s t r i b u t e d  un de r m e t h o d s  a n d  proc ed ur es  adopted by 

the R a t e - s e t t i n g  C o m m i s s i o n  g i v i n g  w e i g h t  to the pl a n  su b m i t t e d  by the 

A l a s k a  H o s p i t a l  A s s o ci at io n.

Sec. 18.21.030. A N N U A L  REPORT. E v e r y  a c u t e  h os p i t a l  shall file 

w i t h  the c o m m i s s i o n  w i t h i n  90 days a f t e r  the b e g i n n i n g  of the fiscal 

yea r  a n d  at least o nc e  du r i n g  the f is c a l  year, as r e q u i r e d  by the 

commission, a s u m m a r y  of revenue, c o st s and s t a t i st ic al  i n f o rm ati on  

the c o m m i s s i o n  r e q u i r e s  in o r d e r  to d oc u m e n t  the r e l a t i o n s h i p  of 

actual n o n - M e d i c a r e  gross in patient s e r v i c e  r e v e n u e  to ap pr ove d non- 

M e d i c a r e  gross i n p a t i e n t  s e r v i c e  r ev enue, so that the c o m m i s s i o n  m a y  

d e t e r m i n e  the e x t e n t  to w h i c h  excess r e v e n u e  o r  deficit revenue was 

ge n e r a t e d  for t h e  fiscal year. For th i s  purpo se,  excess revenue for
•

each f i s c a l  y e a r  s h a l l  equal the am o u n t  by w h i c h  actual n o n - M e d i c a r e  

gross in patient s e r v i c e  r e v e n u e  e x c e e d s  a p p r o v e d  n on -M e d i c a r e  gross 

inpatient s e rvi ce  r e v en ue f or the f i s c a l  year, and d e fi cit  r e v e n u e  

shall eq ual  the a m o u n t  by w h i c h  a p p r o v e d  n o n - M e d i c a r e  g r o s s  in patient
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service revenue exceeds actual approved non-Medicare gross inpatient

service revenue for the fiscal year.

Sec. 18.21.040. A C U T E  H OSP IT AL  CHARGES. Every acute hospital 

shall e s t a b l i s h  its charges under the provisions of this chapter. The 

charges es t a b l i s h e d  by an acute hospital for health care services 

ren de re d shall be unifo rm  for all patients receiving comparable ser­

vices .

Sec. 18.21.050. PATIENT CARE COSTS. In addition to the other 

ad ju stments required in this chapter, the patient care costs of ce r­

tai n  hospitals shall be adjusted as follows:

(1) for fiscal years 1989, 1990, and 1991, the patient care

costs of c e r t a i n  hospitals shall be adjusted to incorporate a low base

cost adjustment under the distribution methodology set out under 

A S  18.21.130 - 18.21.230; the commission shall ensure that the sum of 

all individual hospital adjustments under this p aragraph shall i n­

crease the pr ojected payments from purchasers and third-party payors 

w h o  pay o n  the basis of charges and a hospital service corporation by 

$55,000 ,0 00  for fiscal year 1988; and by $40,000,000, m ultiplied by 

one plus the fiscal ye a r  1989 inflation adjustment u nde r AS  18.21.- 

060(d), for fiscal yea r 1990; and

(2) for fiscal years 1990, 1991, and 1992, the patient care

costs of cert ain  hospitals shall be adjusted to incorporate a p r o s p e c­

tive payment system p rice reduction adjustment made u n de r a d i s t r i b u­

tion m e t h o d o l o g y  adopted by the Rate-setting C ommission giving weight 

to the p l a n  submitted by the Alaska Hospital Association; the purpose 

of the adjustment shall be to compensate acute hospitals for those 

shortfalls in Medicare payments for w hi ch  the hospitals are not c o m­

pensated; the di stribution plan shall identify every hospital that is 

to receive this adjustment and shall specify, for e a c h  hospital, an
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am ou nt  of p r o je ct ed  net patient service revenue that is to be r ec eived 

fr o m  a ho spital service corporation and purchasers and third-party 

p a y o r s  w h o  pay on the basis of charges; the d i s t r i b u t i o n  pl a n  shall be 

s u b m i t t e d  to the commission by S ep tember 1 of each ye a r  a n d  the c o m­

m i s s i o n  shall v e r i f y  that the sum of all individual hos p i t a l  a d j u s t­

ments s hall increase the pr o j e c t e d  payments from purchasers and 

t h i r d - p a r t y  payors who pay on the basis of charges a nd  a ho sp it al 

servi ce c o r p o rat io n by an amount not to exceed $20 ,0 00 ,0 00 each year.

Sec. 18.21.060. ACUTE H O S P I T A L  P A TI EN T COSTS. F o r  fiscal yea r

1988, patient care costs for eac h acute hospital shall be  de te r m i n e d  

u n d e r  the following provisions and calculations:

(1) the fiscal y e a r  1988 total patient care costs shall

include the following provisions:

(A) all ho sp ita l agreement 29 base y e a r  adjustments 

an d exceptions shall be included at the amount ap pr o v e d  or a u­

di t e d  by the commission as of D e c e m b e r  11, 1988, except that

w h e r e  a formal settlement agreement was e xe c u t e d  between Blue 

Cross and the hospital bef or e D e c e m b e r  11, 1988, the amounts

included in the settlement shall be the amounts i ncluded in this 

adjustment;

(B) absent a c om mi ss io n ap proved amount as of 

D e c e m b e r  11, 1988, the amount to be included shall be that amount 

formally recommended for approval by Blue Cross a n d  in cl ud ed  as 

a n  adjustment to the appropriate year's ho sp it al agreement 29 

y e a r  end m a x i m u m  allowable cost report or as f orm a l l y  a gr e e d  to 

in w r iti ng  by Blue Cross and the h ospital as of A p r i l  1, 1989; no 

o th er  adjustment may be made;

(C) all hospi tal  agreement 30 r e c u r r i n g  ba s e  y e a r  

adjustments and e xceptions a pp ro ve d by the commission; the
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c o m m i s s i o n  shall r e s o l v e  all o u t s t a n d i n g  h o s p i t a l  a g r ee me nt  30 

b a s e  y e a r  a d j u s t m e n t s  and ex c e p t i o n s ;  h o s p i t a l s  s hall r e t a i n  the 

right to a pp e a l  c o m m i s s i o n  d i s a l l o w a n c e s  of h o s p i t a l  ag r e e m e n t  30 

ex ce p t i o n s  an d b a s e  y e a r  a dju st m e n t s ;

(D) t h e  c o m m i s s i o n  s h a l l  c om p l e t e  all o u t s t a n d i n g

audits as of S e p t e m b e r  1, 1989; t he  1988 m a x i m u m  a l l o w a b l e  cost 

shall be a d j u s t e d  to r e fle ct  the e f f ec ts  of al l r e s o l v e d  audits; 

h o s pi ta ls  shall r e t a i n  the right to appeal a u d i t  ad justments;

(E) fi s c a l  y e a r  1988 t ota l p a t i e n t  care costs as 

c a l c u l a t e d  u n d e r  h o s p i t a l  a g r e e m e n t  30 s c h e d u l e  A.O. lin e 12 of 

y e a r - e n d  p e r - r e v i e w  f il i n g  a nd  as adj us t e d  b y  the p r ovi si on s 

s t i p u l a t e d  i n  (A) - (D) of this p a r a g r a p h  s h a l l  be f u r t h e r  a d­

just e d  b y  s u b t r a c t i n g  lines 9, 10, a n d  11 of  s c h e d u l e  A.O., as

adjusted; this re s u l t  m u l t i p l i e d  b y  9 A - 1 2 / 1 0 0  p e r c e n t  shall 

consti tu te  f i s c a l  y e a r  1987 m a x i m u m  a l l o w a b l e  costs;

(2) the m a x i m u m  al l o w a b l e  c os ts  shall b e  f u r t h e r  ad justed 

i n  a m a n n e r  to p r o v i d e  that the p r o j e c t e d  p a y m e n t s  of a h os pit al  

s e r v i c e  c o r p o r a t i o n  a n d  p u r c h a s e r s  a n d  t h i r d - p a r t y  p a y o r s  w h o  pay on 

the basis of char ges  w i l l  incl ude  the amount of n e t  r e v e n u e  a d j u s t­

men t ,  if any, p r o v i d e d  in this chapter;

(3) the f i s c a l  y e a r  1988 m a x i m u m  a l l o w a b l e  costs shall be 

f u r t h e r  a dju s t e d  b y  a d d i n g  or su bt ra c t i n g ,  as a p p r o p r i a t e ,  o ne -h a l f  of 

the  d if fe r e n c e  b e t w e e n  the i n p a ti en t se rvi ce s v o l u m e  a l l o w a n c e  p r o­

v i d e d  in  line e ight of  sc he d u l e  A.O. of the 19 8 8  y e a r - e n d  filing 

p e r - r e v i e w  a p p e n d i x  D  m a x i m u m  a l l o w a b l e  cost r e p o r t  and  a revised 

i n p at ie nt  s ervices v o l u m e  al l o w a n c e  c a l c u l a t e d  o n  the b a s i s  of f o r m u­

las co n t a i n e d  i n  h o s p i t a l  a g r ee me nt  30, but u t i l i z i n g  a m a r g i n a l  cost 

a l l o w a n c e  of 100 p er ce n t ;  b o t h  the o r i g i n a l  f i s c a l  y e a r  1988 inpatient 

s er v i c e s  v o l u m e  a l l o w a n c e  a nd  the r e v i s e d  fiscal y e a r  1988 inpatient
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1 se rvices vol um e a l l o w a n c e  shall be c a l c u l a t e d  u s i n g  a conversion

2 p r o g r a m  that co rrects for i n c o n s i s te nci es  r e s u l t i n g  from codi ng  and

3 g r o u p e r  changes b e t w e e n  fiscal y e a r  1985 and f is c a l  y e a r  1988;

4 (4) fi s c a l  y e a r  1988 m a x i m u m  a l l o w a b l e  costs as adjusted

5 u n d e r  (1) - (4) of  t h i s  s e c t i o n  shall t he n  be m u l t i p l i e d  b y  the fiscal

6 y e a r  198 9 infl ati on  a djustment; the i n f l a t i o n  adjus tm en t shall be

7 equal to the sum of: (A) the c o m p os it e i n f l a t i o n  factor c a l c u l a t e d  in

8 a c c o r d a n c e  wi t h  the m e t h o d o l o g y  d e s c r i b e d  in h o s p i t a l  agree me nt  30

9 u t i l i z i n g  Ma y i n f l a t i o n  projections, o r  F e b r u a r y  i n f l a t i o n  p rojections

10 in the case of h o s p i t a l s  w i t h  fiscal y e a r s  e n d i n g  J un e  30, and (B)

11 2/100; revenue a t t r i b u t a b l e  to the 2 /1 00  shall p r o v i d e  for certain

12 w age increases fo r te ch nicians, nurses, n u r s i n g  aides, or derlies, and

13 attendants; carry f o r w a r d  of u n d e r p r o j e c t i o n s  o r  o v e r p r o j e c t i o n s  from

14 the p r e c e d i n g  y e a r  s h a l l  not be included;

15 (5) the fis ca l y e a r  1987 m a x i m u m  a l l o w a b l e  costs, as ad-

16 j u s t e d  un de r (2) - (4) of this section, shall be further adjusted, if

17 ne cessary, to i n c r e a s e  the m to a n  amo unt  e qu al  to fiscal 1988 m a xi mu m

18 a l l o w a b l e  costs d e t e r m i n e d  u n d e r  (1) of this s e c t i o n  m u l t i p l i e d  by a

19 f ac t o r  of one a n d  46/1000;

20 (6) f i s c a l  y e a r  1988 m a x i m u m  a l l o w a b l e  costs d e t er mi ne d

21 u n d e r  (4) or (5) o f  this section, as appl ic ab le , shall be further

.22 a d j u s t e d  by i n c o r p o r a t i n g  a 1989 v o l u m e  adj us t m e n t  t hat shall be

23 ca lcu l a t e d  in a c c o r d a n c e  w i t h  the f o l l o w i n g  conditions:

24 (A) all inp atient a n d  o u t p a t i e n t  v o l u m e  adjustments

25 shall u t i l i z e  the same s ta ti s t i c s  as w e r e  u t i l i z e d  i n  hospital

26 agreement 30 t o  m e a s u r e  v o l u m e  c h an ges  a n d  shall be  co mp u t e d  on  a

27 cost base th a t  h a s  b e e n  a d j u s t e d  fo r t h e  level o f  p r o d u c t i v i t y

28 included in  t h e  last y e a r  of h o s p i t a l  a g r e e m e n t  30;

29 (B) the inpatient, r o u t i n e  o u t p a ti en t, su rgical day
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1 care, and emergency service volu me  adjustments shall be calcu-

2 lated on the basis of a marginal cos t allowance of 100 percent

3 and there shall be no corridors applied;

4 (C) the outpatient a n c i l l a r y  service volume adjust-

5 ments shall be calculated on the b a si s of a marginal cost allow-

6 ance of 60 percent and there shall be no corridors applied;

7 (D) in determining the inpatient vo l u m e  allowance for

8 fiscal years 1989 - 1992, the statistical base shall be case-mix

9 adjusted discharges, including all transfers of inpatients from

10 an acute hospital to another facility; the commission shall

11 ensure that the changes in v ol u m e  are calculated in such a way  as

12 to accurately adjust for any c o d i n g  and grouper changes that have

13 be e n  implemented; and to a c c u r a t e l y  account for discharges as-

14 signed a zero weight under the N e w  Jersey weigh ti ng  system;

15 adjustments may take one or m o r e  t h a n  one of the following forms

16 but shall not be limited to the options outlined: (i) restate-

17 ment of all fiscal years into a f o r m  consistent w it h  the coding

18 principles and grouper ut ili ze d i n  fiscal y ea r  1985 or 1988; (ii)

19 restatement of the rate year into a form consistent with the

20 coding principles and grouper u t i l i z e d  in the year preceding the

21 rate year; (iii) restatement of t h e  rate y ea r  and yea r preceding

22 the rate year to account for any updates mad e by the state of N e w

23 Jersey in its weighting system w h i c h  more appropriately reflect

24 the coding principles and g r o u p e r  being utilized; and (iv) devel-

25 opment by Blue Cross and the A l a s k a  Ho sp it al  A s s o ci at ion  of

26 weights for discharges as si g n e d  a zero w e i gh tin g u nd er  the N e w

27 Jersey system; in carrying out its rights and responsibilities

28 granted under this paragraph, t h e  commission must inform hos-

0 ^ '  29 pitals by no later than April 30, of the rate year, h o w  the

SB0520a -9- SB 520



cha ng e in case-mix a dj usted discharges is to be me as u r e d  for that 

year; the de te rmi na ti on  shall be made onl y  after a series of 

p u b l i c  hearings has taken p la ce  and the co mmi s s i o n  shall consider 

the comments of all interested parties in m a k i n g  its final d e t e r­

mination; if B l u e  Cross and the Alaska H o s p i t a l  A s s o c i a t i o n  have 

fa i l e d  to agree o n  a m e t h o dol og y for d e r i v i n g  weigh ts  for d i s­

charges assigned a zero w e i g h t i n g  by Ju n e  30 of the rate year, 

hosp it als  may submit individual m e t h o d o l o g i e s  to the commission 

for approval an d subsequent incorporation;

(7) fiscal year 1988 m a x imu m a l l o w a b l e  costs as adjusted 

un de r (6) of this s e ct io n shall be further a d j u s t e d  by ad di ng fiscal 

ye a r  1989 depreciation, amortization, interest, d e t e r m i n a t i o n  of need 

capital cost and o t h e r  capital costs d e f i n e d  u n d e r  ho spi ta l agreement 

30; the fiscal year 1989 do lla r amount of the depreciation, a m o r t i z a­

tion, interest, det e r m i n a t i o n  of need capit al  costs, and other capital 

costs that was subject to produc ti vi ty  a d j u s t m e n t  i n  the last y ea r  of 

ho sp i t a l  agreement 30 shall be multi pl ie d by 94 and  12/100 percent; 

the re m a i n i n g  fiscal year 1989 dollar amount shall be a l l ow ed  in full; 

the sum  of the productivity ad justed p o r t i o n  an d the amount a l lo we d in 

full shall be the adjustment;

(8) the fiscal ye a r  m a xi mu m a l l o w a b l e  costs shall be fur­

ther ad ju st ed  by ad di n g  any incremental costs i nc urr ed  subsequent to 

O c t o b e r  1, 1988, asso ci at ed  w i t h  g o v e r n m e n t - m a n d a t e d  requirements 

m a n d a t e d  subsequent to O c t obe r 1, 1987, a nd  a p p r o v e d  by  the c o m m i s­

sion; for purposes of this paragraph, " g o v e r n m e n t - m a n d a t e d  r e q u i r e­

ments" means the incremental costs for ea c h  a c u t e  care ho sp it al  r e­

sul t i n g  fro m its compliance w i t h  any g o v e r n m e n t a l  re qu irement w h e t h e r  

es t a b l i s h e d  by statute, regulation, or g o v e r n m e n t a l  o r d in an ce and 

shall be allowed o n  the basis of incurred costs;
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(9) the fiscal y e a r  1988 a d j u s t e d  m a x i m u m  a l l o wa bl e costs 

shall b e  f u r th er  a d j u s t e d  by ad din g any i n c r e m e n t a l  op e r a t i n g  costs 

a s s o c i a t e d  w i t h  a p p r o v e d  d e t e r m i n a t i o n  of n e e d  projects; the costs 

shall b e  subject to c o m m i s s i o n  a pp roval u n d e r  cr it e r i a  u t i l i z e d  d u r i n g  

the t e r m  of h o s p i t a l  agre eme nt  30; in a d d i t i o n ,  in the case of the 

d e p a r t m e n t  of m e n t a l  he al t h ' s  ap pr o v e d  s p e c i a l  projects, the m a x i m u m  

a l l o w a b l e  costs shall be furt he r a d j u s t e d  by  a n  amount, to b e  d e­

t e r m i n e d  by the commission, that wi l l  p r o v i d e  a n  in centive for h o s­

pit a l s  t o  u nd e r t a k e  the projects, p r o v i d e d  t ha t  the in centive a d j u s t­

men t  s h a l l  in no case e xc e e d  10 p e r c e n t  o f  incremental o p e r a t i n g  

c o s t s ;

(10) the fiscal ye a r  1988 m a x i m u m  a l l o w a b l e  costs sh al l be 

f u r t h e r  a d j u s t e d  to i n c o rp or ate  actual m a l p r a c t i c e  costs, an d sick, 

v a c a t i o n ,  and e a r n e d  time accruals, that are  a pp li c a b l e  in a c c o r d a n c e  

w i t h  p r o v i s i o n s  co n t a i n e d  in ho sp i t a l  a g r e e m e n t  30; the fi sc al  y e a r  

1989 d o l l a r  amount of act ua l m a l p r a c t i c e  c o s t s  and sick, va c a t i o n ,  and 

e a r n e d  time accruals that was subject to p r o d u c t i v i t y  a d j u s t m e n t  in 

the last yea r  of ho sp i t a l  ag reement 30 s h a l l  be  m u l t i p l i e d  by 94 and 

12 /1 00  percent; the re m a i n i n g  fiscal y e a r  1989 do ll ar  amount s hall be 

a l l o w e d  in full; the sum of the p r o d u c t i v i t y  adj u s t e d  p o r t i o n  a n d  the 

amo u n t  al l o w e d  in  full shall be the a d j u s t m e n t ;

(11) fiscal y e a r  1988 m a x i m u m  a l l o w a b l e  costs, as a d j u s t e d  

u n d e r  (1) - (10) of this s e ct io n shall c o n s t i t u t e  fiscal y e a r  1989 

p a t i e n t  care costs for pu rp os es  of d e t e r m i n i n g  fiscal y e a r  1989 a p­

p r o v e d  gross patie nt servic e revenue u n d e r  thi s chapter;

(12) e a c h  acute ho sp i t a l  that r e c e i v e s  an  a d j u s t m e n t  u n d e r

(2) o r  (3) of this s e cti on  shall e x p e n d  a s u f fi ci ent  p o r t i o n  of its 

fi s c a l  y e a r  1989 a pp r o v e d  gross p a ti ent  s e r v i c e  r e ven ue  u p o n  e x p e n d i­

tur e s  i n  the six n o n m a n a g e m e n t  l a bor  c a t e g o r i e s  d e s i g n a t e d  u n d e r
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s c h e d u l e  C.1.0. of ap pe nd ix  D  of h o s p i t a l  agreement 30 to ensure that 

t h e  h o s p i t a l  w i l l  not be subject to a labor cost recovery u nder this 

ch ap te r.

Sec. 18.21.070. I N P AT IEN T V O L U M E  D E C L I N E  ADJUSTMENT. (a) 

E x c e p t  as p r o v i d e d  in A S  18.21.210, a h o s p i t a l  that had an inpatient 

v o l u m e  decl ine  of 20 p e rc ent  or m o r e  from fiscal ye a r  1985 through

f i s c a l  yea r  1987 and w h i c h  o p e r a t e d  at an  o ccupancy rate of 50 percent

o r  less in fiscal ye a r  1988, shall not be  en ti tle d to the adjustment

d e s c r i b e d  in AS 18.21.050(1) or (2) or to the adjustment desc ri be d in

A S  18.21.060(5). For the p u r p o s e s  of this section, volume decline 

s h a l l  be m e a s u r e d  u s i n g  ca se - m i x  a d j u s t e d  discharges calculated in the 

s a m e  m a n n e r  as in AS 18.21.060(5), and  o c c u p a n c y  rate shall be m e a­

s u r e d  u s i n g  total fiscal y e a r  1988 pa t i e n t  days for all services 

d i v i d e d  by the n um b e r  of l ice ns ed  e n d  beds m ult ip li ed  by 365. L i­

c e n s e d  beds shall be cal cu l a t e d  b y  taki ng  the number of end beds as 

r e p o r t e d  in R a t e - s e t t i n g  C o m m i s s i o n  form 403, schedule III, c o l u m n  4, 

l i n e  14 and s u b t r ac tin g any beds r e d uc ed o r  converted by any d e t e r m i­

n a t i o n  of ne e d  a pp r o v e d  or on file as of J a n u a r y  1, 1989, and further 

s u b t r a c t i n g  any beds tem p o r a r i l y  r e m o v e d  fro m  service if the removal 

h a s  b e e n  g r a nt ed  by the D e p a r t m e n t  of H e a l t h  and Social Services, 

u n d e r  licensure reg ula ti on s for h os pi t a l s ,  and if the removal was 

e f f e c t i v e  b ef o r e  O c t o b e r  1, 1988. O c c u p a n c y  rate shall be c al cu l a t e d  

b y  t a k i n g  the total p a t i e n t  day s  as r e p o r t e d  to the R a t e - s e t t i n g  

C o m m i s s i o n  and d i v i d i n g  by the p r o d u c t  of e n d  beds, as h e r e i n b e f o r e  

d e s c r i b e d ,  times 365 ex p r e s s e d  as a pe rc entage.

(b) Except as p r o v i d e d  i n  A S  18.21.210, an i n s t it uti on  that 

e x p e r i e n c e d  an o c c u p a n c y  rate of 4 0  p e r c e n t  or less in fiscal ye a r  

1988 shall not be e n t i t l e d  to th e a d j u s t m e n t  desc ri bed  in A S  18.21.- 

0 5 0 ( 1 )  or (2) or  to the a d j u s t m e n t  d e s c r i b e d  in  AS 18.21.060(5).
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1 Oc cupancy rate shall be mea sured as de scribed in (a) of this section.

2 (c) Notwithstanding this section, the following types of hos-

3 pitals shall be entitled to the adjustments described in AS 18.21.-

4 050 - 18.21.066, regardless of their rates of volume decline or occu-

5 p a n c y :

6 (1) a sole community provider;

7 (2) a specialty hospital; or

8 (3) a comprehensive cancer center.

9 Sec. 18.21.080. ACUTE CARE PATIE NT COSTS. For fiscal year  1990,

10 patient care costs for each acute hospital shall be de termined in

11 accordance wi t h  the following provisions:

12 (1) fiscal year 1989 adjusted prior year costs for e a c h

13 acute hospital shall be adjusted to reflect the incremental costs of

14 prior ye a r  recurring de te rmination of need  exceptions that represent

15 full year  costs;

16 (2) fiscal year 1989 a dj usted prior year costs shall be

17 further adjusted in such a man ne r as to ensure that the pro je ct ed

18 payments of a hospital service c orporation and third-party payors who

19 pay on the basis of charges will include the amount of net revenue

20 adjustment, for fiscal ye a r  1990, if any, under AS 18.21.050(1) and

21 (3);

22 (3) fiscal year 1989 adj usted prior year costs shall be

23 further adjusted by adding or subtracting, as appropriate, one-half of

24 the difference betw ee n the inpatient services volume allowance and the

25 revised inpatient services volume allowance calculated u nd er A S  18.-

26 21.060(3), multiplied by the fiscal ye a r  1989 inflation ad justment as

27 determined under AS 18.21.070(3);

28 (4) fiscal y e a r  1989 ad justed prior year costs, as adj usted

29 under (1) - (3) of this section, shall then be multiplied b y  the
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1 fiscal y e a r  1990 inflation adjustment; the inflation adjustment shall

2 be equal to the sum of: (A) the composite inflation factor calculated

3 in accor da nc e with the m e t h o d o l o g y  d e s c r i b e d  in hospital agreement 30

4 u t i l i z i n g  May inflation projections, or February inflation projections

5 in the case of hospitals w i t h  fiscal years ending June 30, and (B)

6 1/100; revenue attributable to said 1/100 shall provide for c e rta in

7 wage increases for technicians, nurses, n u r si ng  aides, orderlies, and

8 attendants; carry forward of und er pr o j e c t i o n s  or overprojections from

9 the pr e c e d i n g  year shall not be included;

10 (5) fiscal year 1989 a dj ust ed  p ri or year costs shall b e

11 furth er  adjusted in such a m a n n e r  as to ensure that the pr o j e c t e d

12 pa ym ent s of a hospital service cor por at io n and purchasers and third-

13 p arty pa yo rs  who pay on the basis of charges will include the amount

14 of net revenue adjustment, if any, u n d e r  AS 18.21.060(2);

15 (6) fiscal year 1989 a dj us ted  p ri or  year costs as ad ju st ed

16 u n de r (1) - (5) of this subsection, shall be further adjusted b y

17 in corporating a 1990 volume adjustment that shall m e a su re  v o l u m e

18 changes between fiscal year 1990 and 1991 and that shall be c alculated

19 u n d e r  A S  18.21.070(6);

20 (7) the fiscal y e a r  1990 adjust ed  p r ior  year costs shall b e

21 furth er adjusted by adding fiscal y ea r  1990 depreciation, amortiza-

22 tion, interest, de te r m i n a t i o n  of n e e d  capital costs and other capital

23 costs defined u n de r hospital agreement 30; the fiscal y e a r  1990 d o l l a r

24 amount of the depreciation, amortization, interest, de te r m i n a t i o n  of

25 ne e d  capital costs, and o t h e r  capital costs that was subject to pro-

26 d u c t i v i t y  adjustment in the last y e a r  of h os pital agreement 30 shall

27 be m ul ti p l i e d  by 94 12/100 percent; the re maining fiscal yea r 1990
J *
28 d ol l a r  amount shall be a l l o w e d  in full; the sum of the p r o d u c t i v i t y

29 a dj u s t e d  portion and the amount a llo we d in full shall be the
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a d j u s t m e n t ;

(8) fiscal y e a r  1989 a d j u s t e d  p r i o r  y e a r  c o s t s  shall be

f u r t h e r  ad justed b y  a d d i n g  any i n c r e m e n t a l  costs a s s o c i a t e d  w i t h  

g o v e r n m e n t - m a n d a t e d  r e q u i r e m e n t s  as d e f i n e d  in  AS  18.21 .0 79( 8) ;

(9) fiscal y e a r  1989 a d j u s t e d  p r i o r  ye a r  c o s t s  shall be

f u r t h e r  adj usted b y  ad di ng a n y  inc r e m e n t a l  o p e r a t i n g  c o s t s  a s s o c i a t e d  

w i t h  a pp r o v e d  d e t e r m i n a t i o n  of n e e d  p r o j e c t s  i m p l e m e n t e d  in fis ca l 

y e a r  1990; the costs shall b e  subject to c o m m i s s i o n  a p p r o v a l  u n d e r  

c r i t e r i a  uti l i z e d  during th e te r m  of h o s p i t a l  ag r e e m e n t  30; in a d d i­

tion, in  the case of the D e p a r t m e n t  of H e a l t h  and S o c i a l  S er v i c e s  

a p p r o v e d  special projects, the m a x i m u m  a l l o w a b l e  costs shall be  f u r­

t h e r  adj ust ed  by  an amount, to be d e t e r m i n e d  by the c om m i s s i o n ,  that 

w i l l  p r o v i d e  a n  i ncentive for h o s p i t a l s  to u n d e r t a k e  the p r o j ec ts,  

p r o v i d e d  that the in centive a dj us tm ent  sh al l in no c as e  e x c e e d  10

p e r c e n t  of incremental o p e r a t i n g  costs;

(10) fiscal y e a r  1989 a d j u s t e d  p r i o r  y e a r  c osts s ha ll  be

f u r t h e r  adjust ed  to i n c o r p o r a t e  actual fi sc a l  yea r 1990  m a l p r a c t i c e  

co st s,  and sick, vacation, an d e a r n e d  time accruals th a t  are a p p l i c a­

b l e  i n  accor da nc e wi t h  p r o v i s i o n s  c o n t a i n e d  in h o s p i t a l  ag r e e m e n t  30; 

t h e  fiscal y e a r  1990 d o l l a r  amount of a c t u a l  m a l p r a c t i c e  costs and 

sick, vacation, and e a r n e d  time accruals tha t was s u b j e c t  to p r o d u c­

t i v i t y  ad justment in the last y e a r  of h o s p i t a l  a g r e e m e n t  30 s h a l l  be 

m u l t i p l i e d  by 94 12/100 pe rc en t; the r e m a i n i n g  fi s c a l  y e a r  1990 d o l l a r  

a m o u n t  shall be allow ed in  full; the s um  of  the p r o d u c t i v i t y  a d j u s t e d  

p o r t i o n  and the amount a l l o w e d  in full s h a l l  be the ad j u s t m e n t ;

(11) eac h a c u t e  h o s p i t a l  shall re po rt  to t h e  c o m m i s s i o n  ita 

a c t u a l  expenses du ri ng  fi sc al y e ar s 1988 a n d  1989 f o r  e a c h  of t h e  six 

n o n m a n a g e m e n t  labor c a t e g o r i e s  so d e s i g n a t e d  u n d e r  s c h e d u l e  C.1.0. of 

a p p e n d i x  D  of h ospital a g r e e m e n t  30;
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1 (12) fiscal y e a r  1989 ad ju st ed  p ri or ye a r  costs, as adjusted

2 u n d e r  (1) - (10) of this subsection, shall constitute fiscal year 1990

3 p a t i e n t  care costs for pu rp os es  of d et e r m i n i n g  fiscal y e a r  1990 ap-

4 p r o v e d  gross patient service r e ve nue  u n d e r  AS 18.21.100;

5 (13) e ac h  acute h o s p i t a l  that receives an adjustment under

6 (1) or (2) of this s u b s e c t i o n  shall exp en d a sufficient p o r t i o n  of its

7 fiscal y e a r  1990 ap pr o v e d  g ross patient service revenue u p o n  expendi-

8 tures in the six n o m n a n a g e m e n t  labor categories to ensure that the

9 h o s p i t a l  will not be  subject to a labor cost recovery u n d e r  AS 18.-

10 21.090.

11 Sec. 18.21.090. F UT U R E  A C U T E  CARE PATIE NT  COSTS. (a) For

12 fiscal y e a r  1991 p a ti en t care costs for each acute ho spital shall be

13 d e t e r m i n e d  in a m a n n e r  consistent w i t h  A S  18.21.080(1) and  (4) - (13).

14 F i s c a l  y e a r  1991 a ppr o v e d  r e v e n u e  of any h os pital that re ce i v e d  an

15 ad ju s t m e n t  under A S  18.21.070(2) or (3), or 18.21.080(2) or (3) shall

16 be f u rt he r ad justed by su b t r a c t i n g  a labor cost recovery, if any. The

17 l abor cost re covery shall be d e t e r m i n e d  as follows:

18 (1) the fiscal y e a r  1990 actual expenses for e ach of the

19 six no nm anagement labor catego ri es  d e s ig na ted  u nder schedule C.1.0. of

20 a p p e n d i x  D of h os p i t a l  a greement 30 shall be adjusted b y  subtra ct in g

21 the product of the i n f l a t i o n  adj us tm en ts associated w i t h  the cat-

22 egories u nd er AS 18.21.070(3) a nd  18.21.080(3), and m u l t i p l i e d  by  the

23 p e r c e n t a g e  of total gross patie nt  service revenue a t t r i b u t a b l e  to

24 p ur ch a s e r s  and t hi r d - p a r t y  pay o r s  who  pa y on the basis of charges and

25 a h os p i t a l  service corporation; the results shall then be  s um m e d  for

26 all six such categories;

27 (2) the fiscal y e a r  1988 actual expenses for the sum  of the

28 six n on management labor c at eg or ie s shall be adjusted by  a d d i n g  80

29 percent of the net reve nue  r e c e i v e d  fro m  purcha se rs an d t h i r d- par ty
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1 payors wh o pay on the b as is of charges and a hospital service corpo-

2 ration due to adjustments made und er  AS  18.21.070(2) and (3), and

3 18.21.080(2) and (3);

4 (3) subtract the amount calculated in (1) of this sub-

5 section from the amount calculated in (2) of this subsection;

6 (4) if the amount calculated in (3) of this subsection is

7 positive, a labor cost recovery shall be applicable; the labor cost

8 recovery shall be the lesser of the amount in (3) of this subsection

9 or 80 percent of the net revenue received from purchasers and third-

10 party payors who pay o n  the basis of charges and a hospital service

11 corporation as a result of adjustments made under AS 18.21.070(2) and

12 (3), and 18.21.080(2) and  (3);

13 (5) fiscal y e a r  1991 approved revenue shall be adjusted in

14 a manner to ensure that the pr oj ect ed  payments of purchasers and

15 third-party payors w h o  pay  on the basis of charges and a hospital

16 service corporation are reduced by the amount of the labor cost recov-

17 ery, if any, calculated under (4) of this section.

18 (b) The commiss io n may wa ive  any or all of the labor cost recov-

19 ery u nder (a)(1) - (5) of this section, upon  request for any hospital

20 that demonstrates that the recovery w o ul d inappropriately penalize the

21 hospital and its nonmanagement employees, because the hospital's fail-

22 ure to expend sufficient amounts for nonmanagement labor expenses to

23 avoid the recovery is the result of staff reductions necessary to

24 accommodate a volum e decline or of inability to hire employees due to

25 a shortage of available personnel.

26 (c) Each acute hospital shall report its actual expenses during

27 fiscal years 1988 and  1990 for each  of the six nonmanagement labor

28 categories d esignated under schedule C.1.0. of appendix D  of hospital

29 agreement 30.
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Sec. 18.21.100. H O S P I T A L  P A T I E N T  COSTS. (a) For fiscal yea r

1992, p a t i e n t  care costs for e a c h  h o s p i t a l  shall be d e t e r m i n e d  in a 

m a n n e r  consistent w i t h  AS 18.21.090(a). Fiscal year 1992 a pp roved 

reven ue of a hospital that r e c e i v e d  a n  adjustment u n d e r  AS 18.21.- 

080(2) o r  (3), or 18.21.090(2) o r  (3), and that was subj ec t to a labor 

cost r ec overy under AS 18.21.090 shall be furt her  ad ju st ed  to reflect 

a labor cost recovery, if any. The labor cost re cov e r y  shall be 

d e t e r m i n e d  as follows:

(1) the fiscal y e a r  1991 actual expenses for e a c h  of the 

six nonmanagement labor c ategories d e s i g n a t e d  und er  s ch e d u l e  C.1.0. of 

ap pe n d i x  D  of hospital agreement 30 shall be adjusted b y  s u b t ra ct in g 

the p r o d u c t  of: the sum of (A) the i n f la tio n adjust me nt s a s soc ia te d 

w i t h  the categories that w e r e  p r o v i d e d  u n d e r  AS 18 .2 1.080(3) and 

18.21.090(3), and (B) the c o m p a r a b l e  infl at io n adj us tments p r o v i d e d  

for f is c a l  year 1991; m u l t i p l i e d  by the p erc en ta ge  of total gross 

p a ti en t service reve nue  a t t r i b u t a b l e  to purchasers a n d  th ir d-p ar ty  

payors w h o  pay on the basis of charges and a ho spital s e rv ic e c o r p o­

ration; the results shall t h e n  be sum me d for all six categories;

(2) the fiscal y e a r  1988 actual expenses for the sum of six 

no n m a n ag em en t labor categories shall be adjust ed  by a d d i n g  80 perc en t 

of the net  revenue received from  pu rc h a s e r s  and t h i r d- par ty  pay or s w h o  

pay o n  the basis of charges an d a ho sp ita l service c o r p o r a t i o n  due to 

a d j u st me nt s made u n d e r  AS 18.21 .0 80 (2)  and (3), and 18.2 1. 09 0(2 ) and 

(3);

(3) subtract the amount ca lc u l a t e d  in (a)(1)(A) of this

s e c t i o n  from the amount c a l c u l a t e d  in (a)(1)(B) of this section;

(4) if the amount c a l c u l a t e d  in (a)(1)(B) of  this s e c t i o n  

is positive, a labor cost r e c o v e r y  shall be applicable; the labor cost 

r e c o v e r y  shall be the lesser of the amount in (a)(1)(B) or 80 p e rc en t
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of t h e  net reven ue  r e c e i v e d  fr o m  p u r c h a s e r s  an d t h i r d - p a r t y  payors w ho  

p a y  o n  the b asis of charg es  a n d  a h o s p i t a l  servi ce  due to adj us tm en ts 

m a d e  u n d e r  AS 1 8. 21. 0 8 0 ( 2 )  an d (3), a n d  18 .2 1 . 0 9 0 ( 2 )  a nd (3);

(5) fi sc al 1992 a p p r o v e d  r e v e n u e  shall be a d j u s t e d  in a 

m a n n e r  to ensure that the p r o j e c t e d  p a y m e n t s  of p u r c h a s e r s  and  third- 

p a r t y  payors w h o  p a y  on  the basis of c h a r g e s  and a h o s p i t a l  service 

c o r p o r a t i o n  are r e d u c e d  by the amount of the  labor cost recovery, if 

any, c a l c u l a t e d  u n d e r  (a)(4) of this section.

(b) The c o m m i s s i o n  ma y w a i v e  an y or  all of the l a b o r  cost r e c o v­

ery u n d e r  (a) of this  s e c t i o n  u p o n  r e q u e s t  for any h o s p i t a l  that 

d e m o n s t r a t e s  that the r e c o v e r y  w o u l d  i n a p p r o p r i a t e l y  p e n a l i z e  the 

h o s p i t a l  and its n o n m a n a g e m e n t  emplo yee s,  b e c a u s e  the h o s p i t a l ' s  f a i l­

ur e  to ex pe nd  s u f f i c i e n t  amou nt s for n o n m a n a g e m e n t  l a bo r expenses to 

a v o i d  the r e c o v e r y  is the result of s t a f f  r ed uc t i o n s  n e c e s s a r y  to 

a c c o m m o d a t e  a v o l u m e  d e c l i n e  or of i n a b i l i t y  to h i r e  e m p l o y e e s  due to 

a s ho rt ag e of a v a i l a b l e  personnel.

Sec. 18.21.110. GR OSS  P A TIE NT  S E R V I C E  REVENUE. F o r  fiscal years 

1989 -1992 a p p r o v e d  gross p a ti en t s e r v i c e  r e ve nu e shall b e  c a lc ul at ed  

in  the fo l l o w i n g  manner:

(1) e a c h  y e a r  the m a l p r a c t i c e  ad ju s t m e n t  fo r m e d i c a r e  s h o r t­

fall ca lc u l a t e d  u n d e r  the p r i n c i p l e s  g o v e r n i n g  h o s p i t a l  ag reement 30 

sha ll  be a d d e d  to fiscal y e a r  p a t i e n t  c ar e  costs as c a l c u l a t e d  u n d e r  

A S  18.21.060 - 18.21.100;

(2) p a t i e n t  care costs for  f i s c a l  y ea rs  1989 - 1992, as 

c a l c u l a t e d  u n d e r  A S  18. 21 .06 0 - 1 8 . 2 1 . 1 0 0  and  as a d j u s t e d  u n d e r  (1) of 

this s e ct io n s ha ll  t hen be m u l t i p l i e d  b y  the p r o p o r t i o n  of charges 

a t t r i b u t a b l e  to those pu rch a s e r s  a n d  t h i r d - p a r t y  p a y o r s  w h o  pay  o n  the 

b as is  of char ge s an d to a h o s p i t a l  s e r v i c e  c o r p o r a t i o n ,  e x c l u d i n g  

those charges a s s o c i a t e d  w i t h  free care, b a d  debt, and  s ervices
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1 r e n d e r e d  to title X IX  recipients; the p r o d u c t  shall be k no wn  as pri-

2 vate s e c t o r  patient care costs;

3 (3) private sector patient care costs as c om put ed  according

4 to (2) of this section shall then be f u r t h e r  adjusted for a worki ng

5 capital allowance as computed in a ccordance with ho sp i t a l  agreement

6 30, an d the sum shall be m u lti pl ie d by one  plus the u n i f o r m  statewide

7 u n c o m p e n s a t e d  care allowance as computed according to AS 18.21.140;

8 the re s u l t i n g  product shall be termed the private s ec t o r  liability;

9 (4) the private sector li ability as c om puted according to

10 (3) of this secti on  shall be divided by: (A) the p r o p o r t i o n  of charges

11 a t tr ib uta bl e to purc ha se rs and third- pa rty  payors w h o  pay on the basis

12 of charges, exclu di ng  those charges as so c i a t e d  w it h  free care and bad

13 debt services, m u lt ip lie d by one plus the uniform differential; plus

14 (B) the p r o p o r t i o n  of charges a tt ri b u t a b l e  to a hospital service

15 corporation; the result of this d iv isi on  shall be k n o w n  as the Blue

16 C r o s s  b a s i s  of p a y m e n t ;

17 (5) the Blue Cross basis of payme nt  as c al cu lat ed  in accor-

18 d ance w i t h  (4) of this section shall be further m u l t i p l i e d  by one plus

19 the u n i f o r m  differential and the r e s ult in g product shall be termed

20 a ppr ov ed  gross patient service revenue for fiscal y ea rs 1989 - 1992.

21 Sec. 18.21.120. NON -M ED ICA RE  S E R V I C E  REVENUE. For fiscal years

22 1989 - 1992, approved non -M edicare gross inpatient service reve nu e

23 shall be c alculated as follows:

24 (1) actual gross outpatient service reve nue  shall be sub-

25 t r ac te d from approved gross patient se r v i c e  revenue and the r e s u l t i n g

26 d if fe re nc e shall be k n o w n  as approved g ro ss inpatient service revenue;

27 a pp ro ve d gross inpatient service reven ue  shall t h e n  be m u l t i p l i e d  by:

28 (A) the ratio of the percent of actual gross inpatient service reven ue
*

29 attri bu ta ble  to n o n -Me di ca re  patients to the p e r c e n t  of c a s e - m i x
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1 adjusted discharges attributal to no n-Medicare patients; the calcu-

2 lation shall utilize gross inpatient service revenue and case-m ix

3 adjusted discharges for the final six months of the fiscal year  begin-

4 ning o n  October 1, 1984, and the first six months of the fiscal y e a r

5 b e g i nn in g on October 1, 1985, and shall be further adjusted, if appli-

6 cable, u n d e r  changes made in accordance wi t h  AS 18.21.080(6); and (B)

7 the perc en t of case-mix adjusted discharges a tt ributable to non-

8 Med icare patients in the rate year;

9 (2) the resultant amount shall be ter me d the a pp r o v e d

10 no n- Medicare gross inpatient service revenue without compliance; how-

11 ever, if an acute hospital appealed the commission's d e t e r m i n a t i o n  of

12 approved gross inpatient service revenue for the ac ut e ho sp ita l for

13 the fiscal years beginning Octob er  1, 1983, or O c t o b e r  1, 1984, and

14 the commission affecting the pe ndency of the appeal o rd er ed the acute

15 hospital to adjust its charges to comply with a pp roved gross patient

16 service revenue and the order affec ted  all or part of the final six

17 months of the fiscal year b eginning October 1, 1984, and the first six

18 months of the fiscal year b eginning October 1, 1985, and the order of

19 the commission was determined by the division not to have b e e n  in

20 accordance with the approved gross patient service revenue d e t e r m i n e d

21 by the division for the acute hospital, then the c a l c ula ti on  of the

22 ratio of the percent of actual gross inpatient serv ice  revenue attrib-

23 ut ab le to non-Medicare patients to the percent of case-mix a dj u s t e d

24 discharges attributable to n on -M edicare patients shall utili ze  gross

25 inpatient service revenues and case-mix adjusted disch ar ges  for the

26 final six months of the fiscal yea r be ginning O c t o b e r  1, 1983, an d the

27 first six months of the fiscal yea r be ginning O c t o b e r  1, 1984.

28 Sec. 18.21.130. NON-MEDICARE GROSS REVENUE. B e g i n n i n g  w i t h

29 fiscal year 1989, and for each  fiscal year thereafter, a p p r o v e d  non-
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M e d i c a r e  g ross inpatient service revenue, without c om pl iance, s hal l be 

a d j u s t e d  to reflect any deficit or e x c e s s  revenue e a r n e d  in the p r e­

ce d i n g  fiscal year; the d ol l a r  amount of the d e f i c i t  or  excess r e v e n u e  

sha ll  be m ul ti p l i e d  by one plus the a v er age  prime in te r e s t  r at e  for 

the p r e c ed in g fiscal y ea r  plus two p e r c e n t  and the  p r o d u c t  s h a l l  be 

the dollar amount added to or s u b t r a c t e d  from a p p r o v e d  n o n - M e d i c a r e  

g ro ss  inpatient service revenue, w i t h o u t  compliance, a n d  the r e s ult an t 

amount shall be termed approved n o n - M e d i c a r e  g r o s s  inpa ti en t serv ic e 

r e v e n u e .

Sec. 18.21.140. A C UT E CARE H O S P I T A L  DEFICIT. N o t w i t h s t a n d i n g  

an y other provisions of law, in c o m p u t i n g  the a m o u n t  of e a c h  acute 

hospital's deficit or excess reven ue in  any fisc al year, the c o m m i s­

sion shall, subject to regulations to be adopted b y  the commission,

increase o r  decrease a hospital's a p p r o v e d  n o n - M e d i c a r e  g r o s s  i n p a­

tient servic e revenue to the extent that it d e t e r m i n e s  that t he  d e f i­

cit or excess in the hospital's n o n - M e d i c a r e  g r o s s  i npatient service 

revenue is attributable to a change f rom the b a s e  p e r i o d  to t h e  fiscal 

yea r in the number and type of services p r o v i d e d  to n o n - M e d i c a r e  

patients, as compared to Med icare patients, w h i c h  c ha n g e  is c a u s e d  by 

a change i n  the relative clinical c h a r a c t e r i s t i c s  a n d  m e d i c a l  n ee ds of 

no n- M e d i c a r e  and M ed ica re  patie nt s not refl ect ed  i n  the m e a s u r e m e n t  of 

case-mix adjusted discharges.

Sec. 18.21.150. U N C O M P E N S A T E D  CARE A L L O W A N C E .  (a) T h e  u n i f o r m  

statewide allowance for u n c o m p e n s a t e d  care f o r  e a c h  h o s p i t a l  for e ac h  

fiscal y e a r  beginning in fiscal y e a r  1989 s h a l l  be  c a l c u l a t e d  by the 

co mmission by dividing the amount o f  total p r i v a t e  se c t o r  l i a b i l i t y  to 

the p ool for such fiscal y e a r  by  a n  amount e q u a l  to the s u m  of: (1)

the sum for all acute ho spitals of the p r i v a t e  s e c t o r  sh ar e of p r o­

jected patient care costs for the fiscal y e a r ;  a n d  (2) a w o r k i n g
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c a p i t a l  all ow anc e s p e c i f i e d  b y  the c om mi s s i o n  f o r  the fi sc al  year. 

T h e  a mo u n t  of total p r i v a t e  s e c t o r  liability to the p o o l  for this 

p u r p o s e  shall equal: $ 3 2 5 , 0 0 0 , 0 0 0  for fiscal y e a r  1989; $ 31 8, 5 0 0 , 0 0 0

fo r fiscal y e a r  1990; $ 3 1 2 , 0 0 0 , 0 0 0  for f i s c a l  y e a r  1991; and

$ 3 1 2 , 0 0 0 , 0 0 0  m inus th e amo un t a p p r o p r i a t e d  by th e state fo r the fiscal 

y e a r  for coverage of  h o s p i t a l i z a t i o n  expenses of r e c i p i e n t s  of b e n e­

fits u n d e r  AS 2 1 .5 5 for fis ca l y e a r  1992.

(b) Prior to the b e g i n n i n g  of each h o s p i t a l  fiscal year, the 

c o m m i s s i o n  shall, u s i n g  the m o s t  ap pro priate a n d  ac cur at e d a t a  a v a i l­

able, estimate the u n i f o r m  a l l o w a n c e  for s t a t e w i d e  u n c o m p e n s a t e d  care. 

T h e s e  estimates s ha ll  be up da t e d ,  on a ti me ly  basis, as significant 

n e w  in fo rm ati on  b e c o m e s  available. The c o m m i s s i o n  shall s up p l y  these 

d a t a  and  estimates p r o m p t l y  to the D i s a b i l i t y  I n s u r a n c e  A u t h o r i t y  and 

shall audit the a c c o u n t s  of h o s pi ta ls  w i t h  r e s p e c t  to re cei pt s and 

lia bi li tie s for u n c o m p e n s a t e d  care in a c c o r d a n c e  w i t h  s ta n d a r d s  a d o p t­

ed by the authority.

Sec. 18.21.160. I N T E R I M  PAYMENT RATE. F o r  fiscal y e a r s  1989 - 

1992, the interim rate  of p a y m e n t  by a n o n p r o f i t  h o s p i t a l  service 

c o r p o r a t i o n  to a c u t e  h o s p i t a l s  shall be at the level of b i l l e d  charges 

m u l t i p l i e d  by the r at io  of: (1) one; to (2) th e su m of o n e  plus the 

u n i f o r m  differential.

Sec. 18.21.170. L O W  C O S T  HO SP I T A L  A D J U S T M E N T .  N o t w i t h s t a n d i n g  

any o t h e r  p r o v i s i o n s  of law, the co mmi s s i o n  s h a l l  i d e n t i f y  low cost 

ac ut e hospitals a n d  shall a l l o w  each h o s p i t a l  t h e  low cost h os p i t a l  

ad ju st me nt p r o v i d e d  u n d e r  A S  18.21.180 - 18.21.250.

Sec. 18.21.180. C A L C U L A T I O N  OF L O W  C OS T  A D J U S T M E N T .  (a) Ea c h  

h o s p i t a l ' s  q u a l i f i c a t i o n  f o r  a low cost h o s p i t a l  ad ju s t m e n t  shall be 

d e t e r m i n e d  by:

(1) d i v i d i n g  1986 adjusted p a t i e n t  days int o n o n c a p i t a l  
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1 ex p e n s e  for each hospital, to derive its 1986 n oncapital costs per

2 ad ju s t e d  patient day;

3 (2) calculating two standard deviations b el ow  the me dia n of

4 all hospitals' noncapital costs pe r adjusted patient day;

5 (3) assigning e a c h  hospital a n  increasing positive or

6 i n c re as ing  negative A r a b i c  n u m b e r  depending on its rank above or b el ow

7 the second standard d e v i a t i o n  from the m e d i a n  calculated u n d e r  (2) of

8 this section;

9 (4) dividing 1986 adjusted admissions into noncapital costs

10 for e ac h  hospital to derive its 1986 noncapital costs pe r adjusted

11 admission;

12 (5) calculating two standard deviations b e lo w the me d i a n  of

13 all hospitals' 1986 n o n c a p i t a l  costs per adjusted admissions;

14 (6) assigning ea c h  hospital an increasing positive or

15 i nc re as ing  negative A r a b i c  n u m b e r  depending on its rank above or b elow

16 the second standard d e v i a t i o n  from the me di a n  calculated u nde r (5) of

17 this subsection;

18 (7) for each  ho sp i t a l  sum the po sitive and n eg ative Arab ic

19 numb er s assigned by (3) and (4) of this subsec tio n to derive its

20 aggr eg at e ranking.

21 (b) Each hospital w h o s e  aggregate ranking of 1986 noncapital

22 costs p e r  patient day and 1986 noncapital costs p er  adjusted admission

23 is less t han zero, shall be  determined to be ent it le d to a low cost

24 ho sp i t a l  adjustment.

25 Sec. 18.21.190. N O N C A P I T A L  COST ADJUSTMENT. Ea c h  ho spital

26 e n t i t l e d  to a low cost h o s p i t a l  adjustment w ho se  great er  individual

27 n e g a t i v e  ranking is for 1986 noncapital costs p e r  ad justed patie nt

28 day, as assigned u nd er  AS  18.21.180(a)(3), the low cost h osp it al

29 a djustment shall be the les ser  of the noncap ita l cost p e r  ad ju ste d
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1 patient day recovery or the revenue reduction factor under AS 18.21.-

2 210 - 18.21.230.

3 Sec. 18.21.200. A D M I S S I O N  RECOVERY FACTOR. Each hospital enti-

4 tied to a low cost hospital adjustment whose greate r individual nega-

5 tive ranking is for 1986 noncapital costs per ad justed admission, as

6 p ro vided u n d e r  AS 18.21.180(a)(6), the low cost hospital adjustment

7 shall be the lesser of the cost per adjusted a d m is si on recovery or the

8 revenue restorat io n factor provided for under AS 18.21.220 - 18.21.-

9 230.

10 Sec. 18.21.210. A D J U S T E D  PATIENT DAY FACTOR. The noncapital

11 cost per ad justed patient day recovery shall be calculated separately

12 for each ho spi ta l whose low cost hospital adjustment is subject to

13 A S  18.21.190. For each suc h hospital the noncapital cost per adjusted

14 patient day recovery shall be equal to the d ifference b e tw een  the 1986

15 noncapital costs per adjus ted  patient day for all hospitals calculated

16 u nder AS 18.21.180(2), less the 1986 noncapital costs pe r adjusted

17 patient day for the individual hospital, calculated u n d e r  AS 18.21.-

18 180(1), mul ti p l i e d  by the individual hospital's 1986 adjusted patient

19 days. The amount so c alculated shall be increased or decreased by the

20 percentage change reported for the Consumer Price Index (ALL URBAN) -

21 Medical Care Services for Ne w England - Data Resources, Inc., H e a l t h

22 Care Cost - Regional Forecast betw ee n the last amount reported for

23 1986 and the amount r ep orted and projected thro ugh  fiscal year 1988 by

24 Data Resources, Inc.

25 Sec. 18.21.220. A D M ISS IO N R EC OVERY ADJUSTMENT. The n oncapital

26 cost per adjusted ad mission recovery shall be calculated separately

27 for each hospital whose low cost hospital adjustment is subject to

28 AS 18.21.190. For each hospital the noncapital cost per a dj us te d

29 admission recovery shall be equal to the di fference b e t w e e n  the 1986
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n on ca p i t a l  cost p e r  a dj u s t e d  a d m i s s i o n  c a l c u l a t e d  u n d e r  AS 18.21.- 

180(5) less the 1986 non ca p i t a l  costs p er  a d j u s t e d  a d m i s s i o n  for the 

i ndividual hospital, c a lc ul ate d u n d e r  A S  18.21.180(4), m u l t i p l i e d  by 

the individual h osp i t a l ' s  1986 a d j u s t e d  admissions. The  amount c a l­

culated shall be inc re as ed or d e c r e a s e d  by the p e r c e n t a g e  change 

r ep or te d for the C o n s u m e r  P rice I n d e x  (ALL URB AN)  - M e d i c a l  Care 

Services for N e w  E n g l a n d  - Da t a  R esources, Inc., H e a l t h  Care Cost - 

R eg io na l Forecast b e t w e e n  the last amount r e p o r t e d  for 1986 and the 

amount re po rt ed  and p r o j e c t e d  t h r o u g h  fiscal y e a r  1989 b y  D a t a  R e­

sources, Inc.

Sec. 18.21.230. R E V E N U E  R E S T O R A T I O N  FACTOR. E a c h  h osp it al 's  

revenue re s t o r a t i o n  factor shall be c a lc ul at ed by:

(1) d i v i d i n g  revenue c h a r g e d  by the h o s p i t a l  to e a c h  of its 

payors b y  total h osp i t a l  patie nt  care  related revenue;

(2) m u l t i p l y i n g  e ach p a y o r  specific reve nu e to total r e v e­

nue p erc en ta ge b y  a r e l at ed  fiscal y e a r  1984 p a y o r  p r o d u c t i v i t y  p e r­

centage of two perce nt  for Med ic ar e; zero p e r c e n t  for Blu e  Cross; two 

percent for M ed icaid; and 1 4/10 p e r c e n t  for all o ther payors;

se c ti on  to d er i v e  the 1984 h o s p i t a l  sp ec if ic  r e ve nu e r e s t o r a t i o n  

percentage;

(4) d i v i d i n g  r e ve nu e c h a r g e d  by the h o s p i t a l  to e a c h  of its 

payors by total h o s p i t a l  p a ti ent  c a r e  r e l at ed revenue;

(5) m u l t i p l y i n g  e ach p a y o r  speci fic  re v e n u e  to total r e v e­

nue perc e n t a g e  by a re l a t e d  fiscal y e a r  1985 p a y o r  p r o d u c t i v i t y  p e r­

centage of: four perc en t for M e d i c a r e ;  zero p e r c e n t  for B l u e  Cross; 

four percent for Medi ca id ; and zero percent for  all o t h e r  payors;

(6) s u mm in g t he p e r c e n t a g e s  d e r i v e d  u n d e r  (5) of this 

se c t i o n  to d e r i v e  a h o s p i t a l  s pe c i f i c  1985 r e v e n u e  r e s t o r a t i o n

(3) s um mi ng  the p e r c e n t a g e s  d e r i v e d  u n d e r  (2) of this
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p er c e n t a g e ;

(7) d i v i d i n g  r e v e n u e  c h ar ge d b y  the h os pital to e a c h  of its 

p a y o r s  b y  to ta l h o s p i t a l  p a t i e n t  care r e l a t e d  revenue;

(8) m u l t i p l y i n g  e a c h  pa yo r s p e c i f i c  revenue to total r e v e­

n u e  p e r c e n t a g e  by a r e la te d fiscal y e a r  1986 p r o d u c t i v i t y  p e r c e n t a g e  

of: f o u r  p e r c e n t  fo r Me di ca re ; two p e r c e n t  for Bl u e  Cross; si x perce nt  

for  Me d i c a i d ;  and  two p e r c e n t  for all o t h e r  payors;

(9) s u mmi ng  the per c e n t a g e s  d e r i v e d  u n d e r  (8) of this 

s e c t i o n  to d er i v e  a h os p i t a l  specific 1986  reve nu e r e s t o r a t i o n  p e r­

centage;

(10) d i v i d i n g  r e v en ue  c h a r g e d  b y  the h os pit al  to e a c h  of its 

pay or s by  total hos p i t a l  p a ti en t care r e l a t e d  revenue;

(11) m u l t i p l y i n g  ea c h  p a y o r  s p e c i f i c  revenue to total r e v e­

nue p e r c e n t a g e  by  a re l a t e d  fiscal y e a r  1987 p r o d u c t i v i t y  p e r c e n t a g e  

of: two p e r c e n t  for  Blue Cross; three p e r c e n t  for M ed icaid; a n d  two 

p e rc en t for all o t h e r  payors;

(12) s u m mi ng the pe r c e n t a g e s  d e r i v e d  u nde r (11) of this 

s e c t i o n  to d e r i v e  a h o s p i t a l  specific 1987 reven ue r e s t o r a t i o n  p e r­

centage;

(13) the 1988 revenue r e s t o r a t i o n  pe rc e n t a g e  shall b e  the 

same c a l c u l a t i o n  as p r o v i d e d  for by (11) of this section, ex ce p t  that 

the p r o d u c t i v i t y  p e r c e n t a g e  for M e d i c a i d  shall be two percent;

(14) s u mm in g the revenue r e s t o r a t i o n  pe r c e n t a g e s  for 1984 - 

1988 c a l c u l a t e d  u n d e r  (3), (6), (9), (12), and (13) of this s e c t i o n  to 

d e r i v e  a n  a g g r eg at e h os p i t a l  s pe cif ic  r e s t o r a t i o n  pe rc en ta ge;  and

(15) m u l t i p l y i n g  the a g g r e g a t e  ho sp i t a l  s pe ci fi c r e s t o r a t i o n  

p e r c e n t a g e  by  the amount of m a x i m u m  a l l o w a b l e  costs r e p o r t e d  b y  each 

hosp it al;  the amount ca lculated s h a l l  c o n sti tu te  e a c h  h o s p i t a l ' s  

r e v e n u e  r e s t o r a t i o n  fa c t o r  and s h a l l  b e  i n c r ea sed  or d e c r e a s e d  by the
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perce nta ge  change reported for the C on su mer  Price Index (ALL URBAN) - 

Medical Care Services for N e w  England - Data Resources, Inc., H e a l t h  

Care Cost - Regional Forecast between the last amount re ported for 

1986 and the amount reported and p r o je ct ed through fiscal y e a r  1989 by 

Data Resources, Inc.

Sec. 18.21.240. NET R E V ENU E CALCULATION. The commission shall 

provide that the low cost hospital adjustment shall be included w i t h i n  

any al lowance of gross revenue, charges, costs, maximum allowable 

costs, reason ab le  financial requirements, rates, prices or the like so 

that e a c h  hospital, in a dd it ion  to any other allowance that are p e r­

mitted b y  law, receives net revenue w h i c h  reflect its low cost a d j u s t­

ment .

Sec. 18.21.250. REGULATIONS. The c ommission shall adopt r e g u­

lations to implement AS 18.21.130 - 18.21.240. At a m i n i m u m  the

regulations shall set out the low cost hospital adjustment due to each 

hospital. All d at a  and computation for the low cost hospital a d j u s t­

ments shall be published no later than 21 days before the public 

hearing.

Sec. 18.21.260. C A N C E R  CENTER REVENUE ADJUSTMENT. (a) For 

fiscal years 1989 - 1992, a comprehensive cancer center may, at its 

option, elect to e s t a b l i s h  prospectively and retrospectively, its 

ap pr ov ed  gross patient service revenue, Blue Cross rate of paymen t and 

compliance w i t h  approved gross patient service revenue in the f oll o w­

ing manner:

(1) d e t e rmi ni ng  the sum of the comprehensive ca nce r c e n­

ter's noncapital inpatient and outpatient costs, in a c c or da nc e with 

the p rinciples of reimbursement for p ro vi der  costs under 42 U.S.C., 

sec. 1395, an d the M e d i c a r e  provider reimbursement manual, as p r o­

jec t e d  p ro spectively and reported r et ros pectively by the co mp reh en si ve
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1 cancer center and as verified by audit; add d e p r eci at io n and interest

2 and working capital; multiply the resulting amount by one plus the

3 uniform statewide uncompe ns at ed care allowance;

4 (2) m u l t ip lyi ng  the total amount computed i n  (1) of this

5 subsection b y  107 percent to y i e l d  the approved gross patient service

6 revenue for the applicable fiscal year;

7 (3) reflecting any excess or deficit revenue earned in any

8 fiscal year in the approved gross patient service revenue of the

9 subsequent fiscal year.

10 (b) If a comprehensive can ce r center chooses to compute its

11 gross patient service revenue in accordance with (a)(1) - (3) of this

12 section, a nonprofit hospital service corporation s ha ll  pay the com-

13 prehensive cancer center the lower of reasonable costs, that shall be

14 defined as the total costs co mp u t e d  under (a) (1) - (3) of this sec-

15 tion, or charges.

16 (c) A  comprehensive c a n c e r  center must elect to have its pay-

17 ments governed by this section, or payments to the  comprehensive

18 cancer center shall be go verned by AS 18.21.130 - 18.21.210.

19 Sec. 18.21.270. A C UT E H O S P I T A L  CONVERSION BOARD. (a) There is

20 established w i t h i n  the Departm en t of H ea l t h  and Social Services an

21 Acute Hospital Conversion Board. The board consists of the commis-

22 sioner of hea lt h and social services, who shall serve as the chairman,

23 the chairman of the R at e- s e t t i n g  Commission, and the commissioner of

24 the Disability Insurance Authority. The board shall administer the

25 provisions of this section concerning the closing of acute hospitals

26 or their c onversion to other health, rehabilitative, or public pur-

27 poses. The boa rd  shall p r o v i d e  assistance to ac ute  hospitals in the

28 identification and development of alternative fin an cia l resources an d

( Q  29 site uses, a nd  in the e xp ed i t i o n  of state re gulatory processes. The
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1 b o a r d  shall advise the d i v i s i o n  of e mp lo ym ent  security, and any other

2 a p p r o p r i a t e  agencies o r  i n s t it ut io ns r e g a r d i n g  the need for reemploy-

3 m e n t  tr ai ni ng ince nt iv e p r o g r a m s  for emp lo yee s of a cute h o s p i t a l s

4 w h o s e  employment is o r  w i l l  be t e r m i n a t e d  b e c a u s e  of the c l o s i n g  or

5 c o n v e r s i o n  of an a cu te hospital. The  b o a r d  shall f u rt he r h a v e  the

6 au t h o r i t y  to assist any c l o s i n g  or c o n v e r t i n g  h osp it al  in any  other

7 m a n n e r  n ecessary and  a p p r o pr iat e to ensure a n  orderly transition,

8 including, but not l i m it ed to, e n s u r i n g  that the ho sp i t a l ' s  obliga-

9 tions for any bonds i s s u e d  and for o t h e r  short and l o n g- te rm  d e b t  are

10 m e t .

11 (b) A n  acute h o s p i t a l  that applie s to the b oa rd  shall qualify

12 fo r relief u n de r this s e c t i o n  u p o n  c e r t i f y i n g  to the board, w i t h  any

13 s u ppo rt in g d o c u m e n t a t i o n  that the b o a r d  m a y  require:

14 (1) that it intends to cease o p e r a t i o n  as an a c u t e  ho sp it al

15 by  closing, by c o n v e r t i n g  to a n o t h e r  health, r eh ab il itative, o r  other

16 p u b l i c  purpose, or by  c e a s i n g  to admit or care for p a t i e n t s  in its

17 med ica l- su rg ica l,  pedi atr ic , obstetric, and m a t e r n i t y  beds, no  later

18 t h a n  12 months f o l l o w i n g  the ce rtification; or

19 (2) that there is su bs tan ti al  doubt c on ce rni ng  w h e t h e r  the

20 ho sp i t a l  will be able to continue as a going concern.

21 (c) W i t h i n  30 days of the receipt of certification, t he  board

22 shall appoint a co m m u n i t y  n ee d  d e t e r m i n a t i o n  committee to s tu dy  the

23 alt ern at iv e needs of the c ommunity ser ved  by  the hospital. T h e  cora-

24 m i t t e e  shall cons is t of a trustee of the hospital, a r e p r e s e n t a t i v e  of

25 the m uni ci p a l i t y  i n  w h i c h  the h o s p i t a l  is located, a p h y s i c i a n  wit h

26 priv il eg es  at the hospital, a local r e p r es en ta tiv e of the elderly, a

27 local me mb er  of the bus in es s c ommunity, a m e m b e r  of a collective

28 ba rga i n i n g  unit of the hospital, a nu rs e e mp lo y e d  at the h o s pi ta l, and

29 a me mb er  of a reg io na l he a l t h  p l a n n i n g  ag e n c y  serv in g the community,
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if any. The  c o m m i t t e e  s hall h o l d  a p u b l i c  h e a r i n g  w i t h i n  60 days of 

its a p p o i n t m e n t  to d e t e r m i n e  the n ee ds of the c o m mu nit y fo r a l t e r n a­

t i v e  healt h,  r e h a b i l i t a t i v e  and o t h e r  p u b l i c  u s e s  of the  h os pital 

facility. A  r e p o r t  on the h e a r i n g  shall be f i l e d  w i t h  th e board.

(d) I n  t h e  case of a h o s p i t a l  c e r t i f y i n g  its i n t e n t i o n  to close 

o r  convert:

(1) n o t w i t h s t a n d i n g  an y o t h e r  p r o v i s i o n s  of law, the board, 

if s a t i s f i e d  w i t h  the d o c u m e n t a t i o n  p r o vid ed , shall in crease the 

am ou n t  of the h o s p i t a l ' s  p a ti ent  care costs as d e t e r m i n e d  u n der  

A S  1 8 . 2 1. 130  - 1 8 . 21. 21 0 f o r  its final 12 m o n t h s  of o p e r a t i o n  a an  

a c u t e  h o s p i t a l  to the ex te nt n e c e s s a r y  to a l l o w  for an o r d e r l y  t r a n s i­

t i o n  for the p a t i e n t s  an d emplo ye es  of the h o s pi ta l; th e b oa rd m a y  

also, to the e x t e n t  n e c e s s a r y  to m a k e  the c l o s u r e  or c o n v e r s i o n  f i n a n­

cia l l y  feasi bl e,  p e r m a n e n t l y  f o r giv e any o u t s t a n d i n g  compliance 

liability;

(2) the  b o a r d  m a y  exempt a c l o s i n g  o r  c o n v e r t i n g  h os pi ta l 

o r  any h o s p i t a l  u n d e r t a k i n g  to p u r c h a s e  or m e r g e  w i t h  t h e  closing or 

c o n v e r t i n g  h o s p i t a l  from A S  1 8.20.140 w i t h  r e g a r d  to a n y  substantial 

c ha n g e  in s e r v i c e s  p r o p o s e d  as a result of the  c l os in g or coverting 

h o s p i t a l ' s  c e s s a t i o n  of o p e r a t i o n  as an a c u t e  ho s p i t a l ;  provided, 

however, that the  b o a r d  a pp roves the p r o p o s a l  u n d e r  th i s  secti on  and 

that the f i n a l  o u t c o m e  of the e x e m p t e d  p r o p o s a l  shall be  a net r e­

du c t i o n  i n  t h e  n u m b e r  of m e d i c a l - s u r g i c a l , pediat ri c,  o bstetric and 

m a t e r n i t y  b e d s  equal to the n u m b e r  of beds c o n t a i n e d  i n  the closi ng  or 

c o n v e r t i n g  h o s p it al ; the b o a r d  shall c o n s i d e r  the re p o r t  of the c o m m u­

n i t y  n e e d  d e t e r m i n a t i o n  com mit te e e s t a b l i s h e d  u n d e r  (c) of this s e c­

ti o n  in d e t e r m i n i n g  w h e t h e r  to a p pr ov e the h o s p i t a l ' s  p r o p o s a l  for  a 

change i n  ser vi ce s;  the b o a r d  shall a ppr ov e the p r o p o s a l  only if it 

finds that t h e  p r o p o s e d  servi ce  w i l l  m ee t  a n  i d e n t i f i e d  h e a l t h  care
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n e e d  in the c o m u n i t y ;  provided, however, that any pr op o s a l  that is 

not appro ve d o r  d i s a p pr ov ed  w i t h i n  90 days of its s u b m i s s i o n  shall be 

conside re d a p p r o v e d  for purposes of this section and shall be exempt 

fro m  the p r o v i s i o n s  of AS 18.20.140.
t

(e) I n  the case of a h ospital certifying sub st ant ia l doubt about 

its ability to co ntinue as a going concern, n o t w i t h s t a n d i n g  AS 18.21, 

the b oa rd  m a y  i nc rea se  the amount of the hospital's pa t i e n t  care costa 

as d et er m i n e d  u n d e r  AS 18.21.170 - 18.21.210, subject to the following 

conditions and limitations:

(1) the board m a y  approve an increase only if it determines

that

(A) without rates of payment g r e a t e r  than those 

p e r m i t t e d  under AS 18.21, the hospital w i l l  be unable to 

co nt in ue  to admit or care for pa tients in its medical- 

surgical, pediatric, obstetric and m a t e r n i t y  beds; and

(B) that the unavailability of the beds wo ul d n e c e s­

sarily s e r i ou sly  jeopardize the health and w e l l - b e i n g  of a s i g­

nificant  n u m b e r  of persons;

(2) w h e n  making the determination r eq uir ed  in (1)(A) of 

this subsection, the board shall identify all feasible alternative 

methods fo r r e l i e v i n g  the hospi tal 's  financial distress, including but

not l i mi te d to changes in the hospital's m a na gem en t personnel, expense
0

reductions, clos ur e of u n d er -ut il iz ed  or n o n e s s e n t i a l  services, and 

m er g e r  a n d  co ns oli da ti on  of services with  n e i g h b o r i n g  hospitals;
1

(3) w h e n  mak ing  the de te rmination r e q u i r e d  by (1)(B) of 

this subsection, the board shall at a minimum, c ons id er  the report of 

the c o m m u n i t y  n e e d  deter min at io n committee e s t a b l i s h e d  ' under (c) of 

this section;

(4) any increase shall be for a p e r i o d  of time to be 
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specified by the board; the duration shall be the m i n i m u m  necessary to 

enable the continued availability of essential medical-surgical, 

pediatric, obstetric and maternity beds, and shall not be indefinite;

(5) the amount of the increase shall be the mi n i m u m  n e c e s­

sary to enable the continued availability of essential m e d i c a l - s u r g i­

cal, pediatric, obstetric and mate rni ty  beds; in its de te rm in ati on  of 

the amount, the board shall assume im pl ementation of all feasible 

alternative methods identified under (1) of this subsection, u n d e r  the 

pl a n  of ac ti on established under (6) of this subsection;

(6) an increase made u n d e r  this subsection shall be co n t i n­

gent o n  the hospital's agreement to and continuing compliance w i t h  a

p la n  of action approved by the board; the pl a n  of a ct i o n  shall specify

the steps to be taken to make the ho sp ita l financially viable and able 

to provide essential services to its community; the steps shall i n­

clude all necessary changes in the hospit al 's  m anagement personnel and 

all feasible alternative methods i dentified under (2) of this s u b­

section;

(7) the board shall make an increase subject to additional 

reasonable terms and conditions that it considers necessary and  a p p r o­

priate.

(f) A n  acute care hospital that qualifies for and receives 

relief u n d e r  this section shall give its employees at least 90 days 

prior w r i t t e n  notice of the t e r m in at ion  of their employment, the 

notice to be given in a form and m a n n e r  p rescribed by the b o ar d and to 

include at least the following: noti ce  of their right to continued 

health benefits under statute or a n  applicable collective b ar ga ini ng  

agreement; and notice of the avai la bi li ty of the comprehensive job 

placement and reemployment train in g program.

(g) In carrying out its duties u nd er  this section, the b o a r d
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shall seek  the advice of an adv is or y counc il c o n s i s t i n g  of the fol lo w­

ing members: one r e p r e s e n t a t i v e  e ac h  d e s i g n a t e d  b y  the A l a s k a  H o s p i­

tal A s s o ci at ion , the A l a s k a  Nurses' Ass oc i a t i o n ,  a n d  Blu e Cross, Inc.; 

a r e p r e s e n t a t i v e  of a c ollective b a r g a i n i n g  unit  f o r  h o s p i t a l  workers; 

an d one r e p r e s e n t a t i v e  each, to b e  a p p o i n t e d  b y  the  board, of the 

following: large t e a c h i n g  hospitals, c o m m u n i t y  h o spi ta ls , large

bu si nesses, small business es , c omm e r c i a l  i n s u r a n c e  companies, and 

h e a l t h  care consumers.

Sec. 18.21.280. AP PLICABILITY. N o t w i t h s t a n d i n g  any o t h e r  p r o­

visions  of this chapter, all costs and charg es f o r  p a t i e n t s  who are 

re sidents of other c ountries shall be e x e m p t e d  f r o m  the limitations 

imposed by  this chapter. A  ho sp ita l shall b e  a l l o w e d  to impose a 

surcharge o n  the n o r m a l  charges that w o u l d  o t h e r w i s e  be a l l o w e d  u n d e r  

this c h a p t e r  for resid en ts  of o th er  countries. T h e  su r c h a r g e  may not 

be i ncl ud ed  in the c a l c u l a t i o n  of gross p a t i e n t  s e r v i c e  revenue. The  

normal cha r g e  and the  patient dis ch ar ge s t a t i s t i c s  shall o t h e rw is e be  

inc luded u n d e r  the p ro vi s i o n s  of this chapter. B l u e  C ross and the 

A l a s k a  H o s p i t a l  A s s o c i a t i o n  shall submit a s u p p l e m e n t a l  schedule to 

the c o m m i s s i o n  for approval.

Sec. 18.21.290. STUDENT D I S A B I L I T Y  I NS UR A N C E .  (a) E ve ry  f u l l­

time a n d  p a r t - t i m e  student e nr olled in a p u b l i c  o r  i n d e p en de nt  insti-
£

tut i o n  of h i g h e r  e d u c a t i o n  located in the s ta te  sh al l p a r t i c i p a t e  in a

q u a l i f y i n g  student d i sa bi li ty insurance program. A n  i n s t i t u t i o n  m a y
t

elect to a l l o w  st udents to w a i v e  p a r t i c i p a t i o n  i n  its student disabil-
I

ity i n s u r a n c e  p r o g r a m  or any part of it; p r o v i d e d ,  however , that a n  

i n s t i t u t i o n  p e r m i t t i n g  a w a i v e r  shall r e q u i r e  s t u d e n t s  w a i v i n g  p a r­

tic i p a t i o n  to c e r t i f y  in w r i t i n g  b ef o r e  an  a c a d e m i c  y e a r  i n  w h i c h  t h e y  

will not p a r t i c i p a t e  in the instit ut io n's  p l a n  th a t  they are p a r t i c­

ipating in a d i s a b i l i t y  insurance p r o g r a m  h a v i n g  c o m p a r a b l e  coverages.
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(b) T h e  Di sa b i l i t y  I n s u r a n c e  Au th o r i t y ,  w i t h  the advice and 

c o n s e n t  of the Board of Re gen ts , sh al l issue re gul at io ns  to d e f i n e  

q u a l i f y i n g  student d i s a b i l i t y  ins ur anc e prog ra ms , to e s t a bl is h p r o c e­

du r e s  to m o n i t o r  compliance, and to i m p l eme nt  the p r o v i s i o n s  of this 

section.

(c) E a c h  pub li c and  indepen de nt i n s t i t u t i o n  of h ig h e r  e d u c a t i o n  

sh al l s ub m i t  an  annual report to the D i s a b i l i t y  Ins ur anc e A u t h o r i t y  

d e t a i l i n g  its p rocedures for co m p l y i n g  w i t h  the pr ov i s i o n s  of this 

sec t i o n ;  provided, h ow ever, that bef or e the i m p l e m e n t a t i o n  of  this 

s e c t i o n  the a ut hority and  the B o a r d  of R e g e n t s  shall submit a report 

to t h e  le gi sla tu re  that a na ly ze s the n u m b e r  of st ud e n t s  lacking d i s­

a b i l i t y  insurance, the costs of the r e q u i r e m e n t s  o f  this s e c t i o n  to 

th e s t u d e n t s  and the p u b l i c  and i n d e pe nd en t i n st it uti on s of h i g h e r  

e d u c a t i o n ,  and a p r o p o s e d  m e t h o d  for m e e t i n g  the costs.

(d) A  public or in de pe nd ent  i n s t i t u t i o n  of hi g h e r  e d u c a t i o n  

f a i l i n g  to carry out its r e s p o n s i b i l i t i e s  u n d e r  thi s section s h a l l  pay 

a p e n a l t y  p e r  student for every day d u r i n g  w h i c h  the failure c o n t i n­

ues, e q u a l  to the p e n a l t y  p e r  e mpl oy ee  p e r  d a y  i m p o s e d  up o n  n o n c o m p l y­

in g  employe rs . Any i n s t i t u t i o n  that relies in g o o d  faith o n  s t a t e­

m e n t s  by  students r e l a t i v e  to t h e i r  d i s a b i l i t y  i n s ur an ce status may 

n o t  be  h e l d  liable for a p e n a l t y  or for failure to comply w i t h  the 

p r o v i s i o n s  of this s e c t i o n  ca us ed  by m i s s t a t e m e n t s  of that student.

Sec. 18.21.900. DEFI NI TI ONS . In this c h a p t e r

(1) "acute h os p i t a l "  m ea ns  a h o s p i t a l  li ce nse d u n d e r  

A S  1 8 . 2 0 . 0 4 0  that co nt ai ns  a m a j o r i t y  of m e d i c a l - s u r g i c a l ,  p edi a t r i c ,  

o b s t e t r i c ,  and m a t e r n i t y  beds as d e f i n e d  b y  the department;

(2) " a p p ro ved  gross inpatient s e r v i c e  r ev enue" m e a n s  i n  any 

f i s c a l  y e a r  the total a p p r o v e d  gross p a t i e n t  s e r v i c e  revenue as d e­

fi n e d  in this chapter less actual gross o u t p a t i e n t  service r e v e n u e  for
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1 that year;

2 (3) "case mix" means the de s c r i p t i o n  and cat egorization of

3 a h o sp it al' s patient populat io n ac cording to relevant criteria ap-

4 p r o v e d  by the commission and includes pr i m a r y  and secondary diagnoses,

5 p r ima ry  and secondary procedures, illness severity, patient age, and

6 source of payment;

7 (4) "case mix adjusted dis ch ar ge s" means the sum of the

8 cost weights of each discharge as s ti pu l a t e d  in the current hospital
t

9 agreement, and as adjusted for coding an d grou per  changes in order to

10 ensure comparability betwee n years;

11 (5) "charge" means the amount to be billed or charged by a

12 ho sp it al  for each specific service w i t h i n  a revenue center;

13 (6) "commission" means the R a te- se tt in g Commission estab-

14 lished un de r this chapter;

15 (7) "community health centers" m eans health centers operat-

16 ing in conformance wit h the requirements of sec. 330 of Un ite d States

17 P.L. 95-626, as amended by P.L. 97-35 and includes all community

18 h e a l t h  centers that file cost reports as requested by the commission;

19 (8) "comprehensive cancer center" means the hospital of any

20 i n s t i tu tio n so designated by the n ati on al  cancer institute under the

21 authority of P.L. 92-218, sec. 408(a)(b) and 42 U.S.C., organized

22 solely for the treatment of cancer, a n d  offer ed  e xe mption from the

23 M edi c a r e  diagnosis related group paymen t system under 42 C.F.R., sec.

24 405.475(f);

25 (9) "disproportionate share hospital" means an acute hospi-

26 tal that exhibits a payor m i x  where a m i n i m u m  of 68 percent of the

27 acute hospital's gross patient service revenue was attributable to

28 title XVIII and title X I X  of the federal Social Security Ac t a nd  local

29 and  state government subsidy and free care and bad debt;
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(10) "Department of H e a l t h  and Social Services approved

special project" means an ap proved determ in at io n of n e e d  project 

pro vi din g psychiatric servicea for v oluntary and involuntary inpa­

tients in nee d of intensive, 24 hours a day psychiatric and  nursing 

care and supervision in a secure setting, that will pr imarily serve 

recipients of benefits u n d e r  title XIX and other public assistance 

programs and that is subject to an agreement betw een  the pr ov ide r of 

services and the Department of H e a l t h  and Social Services; provided 

the agreement shall include provisions w h e r e b y  the department will 

fully control admission to and discharge from the services;

(11) "eligible person" means a pe r s o n  wh o qualifies for

financial assistance f r o m  a governmental uni t in meeting all or part 

of the cost of general he al t h  supplies care, social, rehabilitative, 

or educational services and accommodations;

(12) "fiscal year" m e an s the tw el ve - m o n t h  period in which a

hospital keeps its accounts and that ends in the calendar year by

w h i c h  it is identified; however, acute ho spitals wi t h  fiscal years 

ending June 30 shall be gover ne d in each fiscal y ea r  by the provisions 

of this chapter ap plicable to the immediately preceding fiscal year, 

and any reference to a pa rti c u l a r  fiscal y e a r  in this chapter shall be 

adjusted accordingly w h e r e  appropriate for those hospitals;

(13) "general he al t h  supplies, care, social, rehabilitative, 

or educational services and accommodations" means all supplies, care, 

and services of medical, optometric, dental, surgical, podiatric, 

psychiatric, therapeutic, diagnostic, rehabilitative, educational, 

supportive or geriatric nature, including inpatient an d outpatient 

hospital care and services, an d accommodations in hospitals, s an a­

toria, infirmaries, convalescent and nu r s i n g  homes, rest homes, f a c i l­

ities established, licensed, o r  approved by  the state and similar
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1 i ns ti t u t i o n s  in cluding t hose p r o v i d i n g  tr eatment, t r a i nin g,  instruc-

2 tion, an d care of ch il d r e n  a n d  adults;

3 (14) "govern me nt al  u n i t "  m ea ns the state, a n y  de pa rtment,

4 agency, board, or p o l it ic al s u b d i v i s i o n  of the state;

5 (15) "gross p a t i e n t  s e r v i c e  rev en ue " m e a n s  th e total d o l l a r

6 amount of a h o sp it al 's charges f o r  s er vi ces  r e n d e r e d  i n  a fiscal year;

7 (16) "hospital" m e a n s  a h o s p i t a l  l i c e n s e d  u n d e r  AS 18. 20 .o 4o

8 and an y p s y c h i a t r i c  f ac il it y l i c e n s e d  b y  the state;

9 (17) "h ospital a g r e e m e n t "  m e a n s  a n  a g r e e m e n t  b e t w e e n  a

10 n o n p r o f i t  h o s p i t a l  serv ic e c o r p o r a t i o n  an d a s u b s c r i b e r  a p p r o v e d  by

11 the commis si on ;

12 (18) "Med ic aid  co st s" m e a n s  r e i m b u r s a b l e  c o s t s  i n c l u d e d  in

13 the b a s i s  of payment as c a l c u l a t e d  u n d e r  the h o s p i t a l  ag r e e m e n t  t he n

14 in effect, exc lu si ve of any c o s t s  a t t r i b u t a b l e  to: f r e e  care a n d  bad

15 debt e x p e n s e  or, in a h o s p i t a l  fiscal y e a r  b e g i n n i n g  on  o r  a fte r

16 O c t o b e r  1, 1986, the u n i f o r m  a l l o w a n c e  for the s t a t e w i d e  u n c o m p e n s a t e d

17 care po o l  as c a lc ula te d u n d e r  thi s chapter, p r i c e  l e v e l  d e p r e c i a t i o n

18 in ex ce ss  of hi sto r i c a l  cost d e p r e c i a t i o n ,  an d c os ts  of r e v a l u a t i o n  of

19 assets a s s o c i a t e d  w i t h  a t r a n s f e r  of o w n e r s h i p  o c c u r r i n g  on  or  a f t e r

20 Ju l y  18, 1985, that e xc e e d  t h o s e  p e r m i t t e d  b y  sec. 2314 o f  P.L.

21 98-369;

22 (19) "n onacute h o s p i t a l "  m e a n s  a h o s p i t a l  that is not  an

23 a cu te  hos pi ta l;

24 (20) "n on- Me di ca re g r o s s  inpa tie nt  s e r v i c e  r ev e n u e "  m e a n s

25 gross in patient servi ce  r e v e n u e  less g ross i n p a t i e n t  s e rv ic e r e v e n u e

26 a s s o c i a t e d  w i t h  title X V II I p a t i e n t s ;

27 (21) "patient" m e a n s  a n a t u r a l  p e r s o n  r e c e i v i n g  h e a l t h  care

28 s er vices f ro m  a hospital;

29 (22) "p r o v i d e r  of h e a l t h  care  s e r v i c e s "  m e a n s  a person,
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co rp oration, pa rt ne r s h i p ,  go ve r n m e n t a l  unit, state institution, or 

ot he r e n t i t y  that furni sh es  g e n er al  h e a l t h  supplies, care, social, 

re habilitative, o r  e d u c a t i o n a l  services an d accommodations to an 

e l i g i b l e  person;

(23) " p u r c h a s e r” means a n a t u r a l  p e r s o n  responsible for 

p a yme nt  for h e a l t h  care services r en d e r e d  by a hospital;

(24) " p u r c h a s e r s  and t hi r d - p a r t y  payors wh o pay on  the basis 

of cha rg es " m e a n s  p u r c h a s e r s  and th i r d - p a r t y  payors excluding: title 

XVIII a n d  title XIX, o t h e r  gover nm en t payors, and nonprofit hospital 

service c o r p or at io ns to the extent that p a y m e n t s  by the corporation 

are r e d u c e d  by the u n i f o r m  differential;

(25) " rev e n u e  center" m eans a f u n c ti oni ng  unit of a hospital 

that pro vi d e s  d i s t i n c t i v e  services to a p a t i e n t  for a charge;

(26) "sole c o m mun it y p r o v i d e r "  m ea ns an acute ho spital that 

qu a l i f i e s  as a sol e c o m mu ni ty  p r o v i d e r  u n d e r  M ed i c a r e  regulations;

(27) " s p e c i a l t y  h o s p it al " m e a n s  a n  acute ho sp it al  q u al ify in g 

as ex emp t from the M e d i c a r e  pr o s p e c t i v e  pa y m e n t  sy ste m regulations or 

an a c u t e  h o s p i t a l  that limits its a d m i s s i o n s  to pa tients u n d e r  active 

di a g n o s i s  and t r e atm en t of eyes, ears, n o s e  and throat, or to c hi ldren 

or p a t i e n t s  u n d e r  o bs t e t r i c a l  care;

(28) "state ins titution" m e a n s  a hospital, sanatorium, 

infirmary, clinic, and o t h e r  f ac ili ty  owned, operated, or adm in is ter ed  

by th e state, that fu rn is he s general h e a l t h  supplies, care, social, 

rehab ili ta ti ve , o r  edu c a t i o n a l  services a n d  accommodations;

(29) " t h i r d - p a r t y  payor" m e a n s  a n  entity, including, t i t l e  

X V I I I  an d title X I X  pr ograms, i n s u ra nc e companies, h e a l t h  m a i n t e n a n c e  

org an iz ati on s,  an d n o n p r o f i t  h o s p i t a l  serv ice  corporations, but d o e s  

not include a purchaser, r e s p on si ble  fo r payment, ei th er  to the p u r­

ch a s e r  or the h ospital, for h e a l t h  care services rendered by  a
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hospital;

(30) "uniform differential" means 75/1000.

*  Sec. 3. AS  21 is amended by adding a new chapter to read:

CHAPTER 55. STATE DISABILITY INSURANCE.

ARTICLE 1. DISABILITY INSURANCE AUTHORITY.

Sec. 21.55.010. CREATION; PURPOSE, (a) The Disability Insur­

ance Aut ho ri ty  is established.

(b) The purpose of the authority is to provide, on a basis 

calculated to reduce or contain the costs of the program, a program of 

insurance coverage for health care services for persons in the state 

who are not otherwise eligible for or covered by a health insurance

plan, a self-insurance health plan, a medical assistance program, or

any o ther p lan or prog ram  that provides for payment by a third-party 

payor for health care services.

(c) The authority is a public corporation of the state. The 

authority is an instrumentality of the state in the Department of 

Commerce and Economic Development but has a legal existence indepen­

dent of and separate from the state and has continuing succession 

until its existence is terminated by law.

Sec. 21.55.015. DIRECTORS. (a) The authority is governed by a 

board of five directors. The directors shall be the commissioner of 

commerce and economic development, the commissioner of health and 

social services, the director of the division of insurance, a r e p­

resentative of the insurance industry appointed by the governor, and a 

representative of hea lt h care providers, appointed by the governor.

(b) All directors serve for three-year terms. A  vacancy in a 

directorship shall be filled in the same ma nn e r  as the original ap- 

pointment but only for the unexpired term.

(c) The directors must ba residents of the state and shall
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c o m p l y  w i t h  the requirements of AS 39.50 (Conflict of Interest). The 

di r e c t o r s  of the authority serve without compensation, but ar e e n t i­

tl e d  to travel and per di e m  expenses authorized b y  law fo r state 

b o a r d s  and commissions u n d e r  AS 39.20.180.

Sec. 21.55.020. ORGANIZATION. Th e board shall appoint a c o m m i s­

si o n e r  of the authority wh o shall serve at the pleas ur e of th e b o a r d  

an d m a y  be removed by the b o a r d  at any time. The commissioner shall 

h a v e  educational qualifications and administrative and o ther e x p e r i­

ence that the board determines to be necessary for the p e r f or ma nce  of 

the duties of commissioner. The commissioner shall appoint a nd m a y  

rem ov e agents and subordinate officers that the commissioner co nsiders 

n e c e s s a r y  and may e stablish divisions and subdivisions w i t h i n  the 

a u t ho ri ty  that the commissioner considers appropriate. The p o s i t i o n  

of commissioner shall be i n  the exempt service.

Sec. 21.55.030. STAFF. The commissioner shall appoint a p e r s o n  

to serve as deputy c om mi ssioner of the authority. The dep ut y c o m m i s­

sion e r  shall perform the duties that the commissioner dete rmi ne s an d 

shall, in the case of a v a c a n c y  in the office of co mm issioner and 

d u r i n g  the commissioner's absence or disability, exercise the powers

and  pe r f o r m  the duties of the office of the commissioner. T he  de put y

co mm is s i o n e r  shall have educational qualifications and ad m i n i s t r a t i v e  

an d other experience that the commissioner determines to be  n e c e s s a r y  

fo r the performance of the duties of deputy commissioner. The p o s i­

ti o n  of deputy commissioner shall be in  the exempt service.

Sec. 21.55.040. G E N E R A L  POWERS. The authority may

(1) make, amend, and re pe al  regulations for the m a n a g e m e n t  

of its affairs;

(2) mak e contracts and execu te  all instruments n e c e s s a r y  or 

convenient for carrying out its business;
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1 (3) acquire, own, ho ld , d i s p o s e  of, a n d  e n c u m b e r  pe rs on al

2 p ro per ty  a n d  lease real p r o p e r t y  in the exercise o f  its p o w e r s  and the

3 p e r f o r m a n c e  o f  its duties;

4 (4) e n t e r  into  a g r e e m e n t s  or  tr ans a c t i o n s  w i t h  a federal,

5 state, o r  m u n i c i p a l  agency, o r  o t h e r  p u b l i c  institution, o r  w i t h  a

6 private i n d i v id ua l,  p a r t n e r s h i p ,  firm, corporation, as soc iation, or

7 other entity;

8 (5) m a n a g e  the h o s p i t a l  u n c o m p e n s a t e d  care po o l  e s t a b l i s h e d

9 under A S  2 1 . 5 5 . 1 3 0  in c o n j u n c t i o n  w i t h  the r a t e - s e t t i n g  c ommission;

10 (6) e s t a b l i s h  a d v i s o r y  b o a r d s  to e x p a n d  the p a r t i c i p a t i o n

11 in its d e c i s i o n s  and to d r a w  o n  t he  e x p e r i e n c e  of r e p r e s e n t a t i v e s  fro m

12 all aspe ct s of the h e a l t h  car e  f i n a n c i n g  field, including, but not

13 limited to, pr oviders, c o n s u m e r s ,  t h i r d - p a r t y  payors, bu si ne ss es,

14 u n i o n s , a n d  a c a d e m i c i a n s ;

15 (7) p r o c u r e  i n s u r a n c e  i n  c o n n e c t i o n  w i t h  its d u t i e s  in the

16 amounts a n d  f r o m  in su rer s as m a y  b e  n e c e s s a r y  o r  desira bl e;

17 (8) p r o v i d e  a h e a l t h  i n s u r a n c e  p r o g r a m  t h r o u g h  the p u r c h a s e

18 of h e a l t h  i n s u r a n c e  p l a n s  f r o m  the p r i v a t e  sector, i n c l u d i n g  m a n a g e d

19 health c a r e  plans; p r o v i d e d  that t h e  fin anc ia l a s s u m p t i o n s  u n d e r l y i n g

20 these p u r c h a s i n g  a r r a n g e m e n t s  s h al l be  ma d e  o n  a n  a c t u a r i a l l y  s ou nd

21 basis;

22 (9) d e s i g n  a n d  r e v i s e  a b a s i c  s c h e d u l e  of h e a l t h  care

23 services tha t e n r o ll ee s i n  t he  h e a l t h  ins ur anc e p r o g r a m  shall be

24 ent it le d to receive, c o v e r e d  s e r v i c e s  to include those t ha t  ar e typi-

25 cally i n c l u d e d  in e m p l o y e r  s p o n s o r e d  h e a l t h  b e n ef it p l a n s  i n  the

26 state; th e au t h o r i t y  m a y  a d op t s c h e d u l e s  of c o v e r e d  h e a l t h  care ser-

27 vices that d i f f e r  fro m  the b a s i c  s c h e d u l e  and that a p p l y  to s p e c i f i c

28 classes o f  enrollees;

29 (10) e s t a b l i s h  a s c h e d u l e  of p r e m i u m  c o n t r i b u t i o n s ,
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copayments, coinsurance, a n d  de du cti bl es  to be paid  by  enrollees in 

its h e a l t h  ins ura nc e p ro gram, incl udi ng  redu ced  pr emiums b a s e d  on a 

sliding fee, and o ther fees a nd  revise them from time to time, subject 

to the appro va l of the d i v i s i o n  of insurance; the schedu le shall 

provide for  enro ll ees  to p a y  100 percent of the p r e m i u m  contributions 

if their income s u b s t a n t i a l l y  exceeds the n o n f a r m  p o v e r t y  guidelines 

of the U n i t e d  States O f f i c e  of M an ag em en t and Budget;

(11) m a i n t a i n  a p r u d e n t  level of reserve funds to protect 

the solvency of the trust funds of the authority; and

(12) conduct s tu di es  conce rn ing  the status of h e a l t h  care 

access in the state, i n c l u d i n g  the impact o n  consumers and businesses 

of the v a r i o u s  pr og ra ms  e s t a b l i s h e d  u n d e r  this chapter.

Sec. 21.55.050. A D V I S O R Y  BOARDS. The a u t ho rit y m a y  establish 

advisory boards that it cons id er s n e c es sa ry to advise it in matters 

relating to the functions, duties, and powers set out in this chapter, 

and shall e s t a b l i s h  a d v i s o r y  boards to

(1) advise the a u t ho ri ty relative to small b us ine ss  access 

to affordable h e a l t h  care; the b oa rd shall consist of ni n e  members 

ap pointed b y  the commissioner, five of w h o m  shall r epresent small 

businesses, one of w h o m  shall be an agent or b r o k e r  of h e a l t h  i ns ur­

ance, one of w h o m  shall repre se nt  a hos pi ta l service corporation, one 

of wh o m  shall represent a h e a l t h  insurance company, and one of w h o m  

shall rep res en t a h e a l t h  ma i n t e n a n c e  organization; the b o a r d  shall 

meet fro m time to time a n d  shall advise the c o m mi ssi on er  o n  all m a t­

ters c o n c e r n i n g  small b u s i n e s s e s  for w h i c h  the d e pa rtm en t is a u t h o r­

ized to e s t a b l i s h  programs, and shall re vie w m e n u  or c a f e t e r i a  plans;

(2) advise th e au thority on m at te rs  re la ti ve to the u n i n­

sured; the b o a r d  fhall consist of nine m e mb er s a p p o i n t e d  b y  the c o m­

missioner, three of w h o m  shall be co ns ume r repres ent at iv es , one of
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1 w h o m  shall be an organized labor representative, one of w h o m  shall be

2 a hospital representative, one of w h o m  shall be a community he al th

3 center representative, one of w h o m  shall be a phy sic ia n representa-

4 tive, one of wh o m  shall be a h e a l t h  insurance representative, and ona

5 of wh o m  shall be a business representative; the board shall advise the

6 authority on all matt er s relative to the programs of the authority to

7 provide health insurance to the uninsured.

8 ARTICLE 2. STATE DISA BI LI TY INSURANCE PLANS.

9 Sec. 21.55.060. TYPES OF INSURANCE PLANS. The authority shall

10 establish health insurance programs consistent wit h this chapter to

11 improve the access to h e a l t h  care for all residents of the state who

12 are not covered by a he al t h  insurance plan, a self-insurance plan, or

13 a medical assistance program. The authority shall not operate as an

14 insurance company but shall ma k e  hea lt h insurance plans available to

15 residents of the state t h rou gh  the purchase of health insurance plans,

16 including managed hea lt h care plans, from private h e a l t h  insurance

17 companies, a hospital service corporation, a medical service corpora-

18 tion, or health m a i n te na nc e organizations, and through the brokering

19 of health insurance for employers and consumers of he al t h  care ser-

20 vices. The authority shall endeavor to purchase h e a l t h  insurance

21 plans in an economical manner, and shall enroll individuals in mana ged

22 health care plans w h e n  practicable.

23 Sec. 21.55.070. PU RC H A S E  OF INSURANCE. (a) The authority

24 shall, subject to appropriation, negotiate with  and purchase, on the

25 terms that it considers to b e  in the best interest of the authority

26 and its enrollees, from one or more insurance companies, hospital

27 service corporations, m e d i c a l  service corporations, or h e a l t h  mainte-

28 nance organizations, a p o l i c y  or policies of group general or blanket

29 insurance p r o v id ing  hospital, surgical, medical, and o ther heal th
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insurance benefits c ov eri ng  the f ollowing persons:

(1) residents of the state, and their dependents, w h o  are 

not enroll ed  i n  a h e a l t h  i nsurance plan, self-ins ur anc e h e a l t h  plan, 

or medi ca l assistance program;

(2) employees and t heir dependents not el igible for group 

he al th  insurance pa r t i a l l y  or fully paid for b y  employers and w h o  are 

not enrolled in  a n o t h e r  h e a l t h  i nsurance plan, sel f-i ns ur an ce h e a l t h  

plan, or medi ca l as si s t a n c e  program; and

(3) all ot her  residents of the s t at e not e n r o l l e d  in  a 

health insurance plan, se l f - i n s u r a n c e  health plan, or m e d i c a l  a s s i s­

tance program.

(b) The auth ori ty  shall e x e cu te all agre em ent s or contracts 

p ertaining to the po li ci es or am endments to t h e m  for and  on beh a l f  and 

in the name of the authority. T h e  authority m a y  n e g o t i a t e  a contract 

for a term not exc e e d i n g  three y e a r s  that it considers to be the mos t 

advantageous to the a u t ho ri ty a n d  its enrollees; the a u t h or it y shall 

endeavor to contract w i t h  ins ur anc e companies, a ho sp i t a l  service 

corporation, or m e d i c a l  service corporations only  for m a n a g e d  h e a l t h  

care plans or  for h e a l t h  insur an ce  plans that employ o t h e r  m e th od s to 

reduce costs of h e a l t h  care services; the a u t ho ri ty shall ensure that 

every enrollee shall h a v e  a cho ic e of at least two plans p r o v i d i n g  

he al t h  care insurance benefits; a n d  the a u t h or it y s hall also e nsu r e  

that not mor e than  30 percent of the enrollees may b e  en ro l l e d  in a 

he al th  insurance p l a n  of a single health i n s ur an ce  company, h o s p i t a l  

service corporation, or h e a l t h  maintenance organization.

(c) Th e au t h o r i t y  shall adopt r egulations r e g a r d i n g  e l i g i b i l i t y  

criteria, enrollment, and te rmi na ti on  policies. T h e  a u t ho ri ty s ha ll  

establish p ro ce du res  by w h i c h  individuals w h o  p a r t i c i p a t e  or are  

seeking to pa r t i c i p a t e  in th e health ins ur an ce p r o g r a m  of th e
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a u t ho ri ty  m a y  app eal  d e t e r m i n a t i o n s  of n o n e l i g i b i l i t y ,  e nro ll me nt , and 

termination. T h e  a u t h o r i t y  shall allow, on  an a n n u a l  basis, an  o p p o r­

tun i t y  for en r o l l e e s  to t r a n s f e r  t h e i r  e n r o llm en ts  a m o n g  p a r t i c i p a t i n g  

h e a l t h  ins ura nc e p l a n s .

(d) Th e au t h o r i t y  shall e s t a b l i s h  a sch ed ul e of p r e m i u m  c o n t r i­

butions, copayments, ded uc ti ble s,  or  co i n s u r a n c e  a m o u n t s  to be p a i d  by 

indi vi dua l e n r o l l e e s  for a po li c y  p u r c h a s e d  by t h e  author it y.  The 

sc hedule s hall e s t a b l i s h  a s l id in g s c a l e  of p a y m e n t s  for enrollees 

b a s e d  on fa mi ly  income a n d  size a nd an y other facto rs d e t e r m i n e d  to be 

relevant or a p p r o p r i a t e  b y  the au th o r i t y ;  the s c h e d u l e  shall provi de  

for enrollees to pay 100 perc ent  of the p r e m i u m  c o n t r i b u t i o n s  if their 

income s u b s t a n t i a l l y  ex c e e d s  the n o n f a r m  p o v er ty  gui de l i n e s  of the 

U n i t e d  States Off ice  of M a n a g e m e n t  a n d  Budget. T h e  a u t h o r i t y  shall 

e s t abl is h p r o c e d u r e s  by w h i c h  an e n r o l l e e  may a p p e a l  the d e t e r m i n a t i o n  

of the e n r o l l e e ' s  contribution.

(e) T h e  a u t h or it y shall r e q u i r e  that a n  in s u r a n c e  company, 

hospital se r v i c e  corporation, m e d i c a l  service c o r p ora ti on , or  h e a l t h  

ma i n t e n a n c e  o r g a n i zat io n,  that p r o v i d e s  h e a l t h  c a r e  b e n e f i t s  to e n­

rollees to e s t a b l i s h  g r i e v a n c e  p r o c e d u r e s  that a r e  a p p r o v e d  by the 

authority and, in the ca s e  of a c tio ns  t a ke n d i r e c t l y  by the authority, 

the aut ho ri ty  shall e s t a b l i s h  its o w n  g r i e v a n c e  p ro c e d u r e s .  The 

p rocedures are exempt f r o m  the A d m i n i s t r a t i v e  P r o c e d u r e  Ac t (AS 44.- 

62).

(f) A n y  h e a l t h  in s u r a n c e  p l a n  p r o v i d e d  by the  a u t h o r i t y  to its 

enrollees t h r o u g h  a c on t r a c t  w i t h  a h e a l t h  i n s u r a n c e  company, h o s p i t a l  

service co rp oration, m e d i c a l  s e r v i c e  co rp oration, o r  h e a l t h  m a i n t e­

nance or ga nization, s ha ll  p r ovi de  a r ea so n a b l e  r a n g e  of h e a l t h  care 

services to enrollees, shall en s u r e  ac ce ss  to a n  a d e q u a t e  range of 

heal th  car e providers, a nd  shall i n c l u d e  m a n d a t e d  b e n e f i t s  o t h e r w i s e
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required b y  law. Any h e a l t h  insurance p l a n  that constitutes a m a n a g e d  

health c a r e  p la n  shall provide, at a minimum, the following benefits:

(1) inpatient an d outpa ti ent  acute ho spital services;

(2) inpatient and outpa ti ent  p h y s i c i a n  services;

(3) diagnostic and  s c r ee ni ng  tests;

(4) p reventive care;

(5) prenatal and we l l - b a b y  care;

(6) me dically n e c es sar y e m e rg en cy h e a l t h  services; and

(7) all other benefits that h ea l t h  maintenance o r g a n i z a­

tions a r e  required by law to provide.

Sec. 21.55.080. PH AS E - I N  INITIATIVES. (a) The a ut hority shall, 

subject to appropriation, e s t a b l i s h  p h a s e - i n  initiatives o n  a r e g i o n­

al, statewide, or p o p u l a t i o n  basis that shall be designed to test the 

re lative advantages and d is a d v a n t a g e s  of alternative methods of p r o­

viding h e a l t h  insurance plans, p a r t i c u l a r l y  m a n a g e d  heal th  care plans, 

to p e r s o n s  lacking h ea l t h  insurance. P h a s e - i n  initiatives shall be 

es t a b l i s h e d  through contracts w i t h  h e a l t h  insurance companies, h o s p i­

tal s e r v i c e  corporations, m e di ca l service corporations, or  health 

mai n t e n a n c e  organizations. The aut hor it y shall utilize ph ase-in 

initiatives as part of a p l a n  to p r o vi de h e a l t h  insurance to the 

u n i n s u r e d  on an orderly and gradual basis. Pha se -i n initiatives shall 

be f u n d e d  for a period not to e x c e e d  two years; an initiative found by 

the au t h o r i t y  to be an efficient a n d  e ffective meth od  of p roviding 

h e a l t h  care services to the u n i n s u r e d  ma y be funded by the authority 

on a p e r m an ent  basis, u n d e r  the p ro vi sio ns  of AS 21.55.070.

(b) The authority m a y  include in a p h a s e -in -i ni ti ati ve  any of 

the p e r s o n s  eligible for coverage in a h e a l t h  insurance p r o g r a m  a u­

thori z e d  by this chapter as well as persons eligible for M e d i c a r e  and 

M e d i c a i d  programs. The a ut hority shall
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(1) test several alternative methods of providing h ea l t h  

care to the uninsured, including the utiliza ti on  of preferred pr ov i d e r  

arrangements e st ablished by h e a l t h  insurance companies;

(2) e stablish ph as e - i n  initiatives in different regions of 

the state and in u rb an and rural settings; and

(3) pe r f o r m  a study of the effectiveness of the various 

ph as e- in  initiatives.

(c) The authority shall require that a health insurance plan,

including a m a n a g e d  health care plan, w it h  w h i c h  it contracts u nd er

this section mus t submit annually to the authority a report of the 

demographics and utilization patterns of the enrollees.

Sec. 21.55.090. SMALL BUSINESS INSURANCE. (a) The a ut hority

shall e s t abl is h programs to enable small businesses to purchase h e a l t h  

insurance for t heir employees at rates that are as equivalent as 

possible to the rates at wh ic h large employers can purchase he a l t h  

insurance. Pr ograms shall include the following:

(1) the study of the insurance market and the practices of

insurance companies, hospital service corporations, medical service

corporations, and health maintenance organizations, to determine the 

causes of the relative unavailability of he al th  insurance plans for 

small busin es se s and of disproportionate h ea l t h  insurance p r e m i u m  

costs for small businesses and to recommend and develop initiatives 

and strategies to improve the availability and reduce the relative 

cost of he al t h  insurance for small businesses;

(2) the establishment of p ha se -i n initiatives to br o k e r  

he al th  insurance transactions between small businesses and h e a l t h  

insurance companies, hospital service corporations, medical service 

corporations, and health m ai ntenance organizations;

(3) the awarding of technical assistance grants to p r i v a t e
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o rg an iz at ion s to assist t he m  to act as brokers on beha lf  of small 

bu si n e s s e s  seeking to procure h e a l t h  insurance plans;

(4) the establishment of a small business h e a l t h  i ns urance 

pool for businesses consisting of six or fewer full-time e q ui va len t 

employees, for the purpose of p u r c h a s i n g  h e a l t h  insurance plans for  

em ployees and their dependents of businesses in  the pool, and the 

study of the expansion of the po o l  to cover small b usinesses of up to 

10 full-time equivalent employees; not more t ha n  30 p e rce nt  in the 

agg re gat e of the employees may be enrolled in a h ea l t h  i nsurance p l a n  

of a single he alt h insurance company, hospital service corporation, or 

h e a l t h  main te na nc e organization;

(5) the e valuation of the ef fectiveness of the initia ti ves  

of the authority and tax incentives in re du cin g the cost of h e a l t h  

insurance to small businesses and the impact of v ol u n t a r y  i ncentives 

on the n u m b e r  of small businesses offering h e a l t h  i nsurance to t h e i r  

e m p l o y e e s ; and

(6) the management of the h e a l t h  insurance h a r d s h i p  trust 

fund to protect certain b u si ne sse s from b e i n g  o v e r b u r d e n e d  by the 

re qu i r e d  contributions.

(b) The Small Business Ad vi s o r y  B oard shall es t a b l i s h  c ri t e r i a  

to assess and evaluate the incentives and m ec ha nis ms  c r e at ed in this 

chapter for small businesses co ncerning v o l u n t a r y  p a r t i c i p a t i o n  i n  a 

u n i ve rs al  health insurance program. The results of the assessment an d 

e v a l u a t i o n  shall be reported annually to the authority no later t h a n  

M a r c h  1 w i t h  recommendations for changes to assure the ef fe c t i v e n e s s  

of the vo luntary incentives.

Sec. 21.55.100. SMALL BU SI NES S POO L INSURANCE. (a) The a u t h o r­

ity shall, subject to appropriation, es t a b l i s h  a small b usi n e s s  h e a l t h  

insurance pool progr am  by n e g o t i a t i o n  w i t h  p r iv at e t h i r d -p ar ty  payo rs,
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a n d  p u r ch as e,  o n  terms that it considers to be in the best in te re st  of 

th e a u t h o r i t y  a n d  its e nr ol le es , from  o n e  or  m o r e  in surance c o mp an ie s, 

h o s p i t a l  servi ce  c o rp or at ion s,  m e di cal  s e r v i c e  corporations, o r  h e a l t h  

m a i n t e n a n c e  organiz ati on s,  a policy of g r o u p  general or b l a n k e t  i n s u r­

anc e  p r o v i d i n g  h os pital, surgical, me dic a l ,  and o th er  h e a l t h  i n s u r a n c e  

b e n e f i t s  c ove r i n g  p e r s o n s  w h o  are the e m p l o y e e s  and t heir d e p e n d e n t s

of  s m all  b u s i n e s s e s  in w h i c h  the n u m b e r  of full-time e q u i v a l e n t  e m­

pl o y e e s  does not e x c e e d  six.

(b) The  a u t h o r i t y  s hal l execute all agreements or c o n t r a c t s  

p e r t a i n i n g  to p o o l  p o l i c i e s  or a m en dm ent s to t hem in the n a m e  o f  the 

autho rit y.  Th e au t h o r i t y  m a y  ne g o t i a t e  a contract for a t e r m  not

e x c e e d i n g  three years that the au t h o r i t y  considers to be the mo s t

a d v a n t a g e o u s  to the a u t h o r i t y  and the e l i g i b l e  small b u s i n e s s  e m p l o y­

ees; th e au t h o r i t y  s hall e n d e a v o r  to p u r c h a s e  h e a l t h  i n s u r a n c e  p l a n s  

in a n  e c o n o m i c a l  m a n n e r  a n d  shall en ro l l  in di vid ua ls  in m a n a g e d  h e a l t h  

care p l a n s  w h e n e v e r  p r a c t i c a b l e ;  the a u t h o r i t y  shall e ns u r e  that e v er y 

e n r o l l e e  shall h av e  a c h o i c e  of at least two po licies p r o v i d i n g  h e a l t h  

care  i n s u r a n c e  b enefits. The a u t h or it y shall adopt r e g u l a t i o n s  r e­

ga r d i n g  e l i g i bi lit y cr iteria, e nrollment, and te r m i n a t i o n  po l i c i e s .

(c) The a u t h o r i t y  s hall

(1) allow, o n  an  annual basis, an o p p o rtu ni ty  f o r  e n r o l l e e s  

to t r a n s f e r  t he ir  e n r o l l m e n t s  a m o n g  p a r t i c i p a t i n g  h e a l t h  i n s u r a n c e  

p l a n s ; and

(2) e s t a b l i s h  a sch edule of p r e m i u m  c o n t r i b u t i o n s ,  c o­

pay m e n t s ,  dedu cti bl es , o r  c o i n su ra nc e a m ou nt s to b e  p a i d  b y  e l i g i b l e  

s ma ll  b u s i n e s s e s  and in div i d u a l  e n rol le es ; the sc he dul e s ha ll  p r o v i d e  

f o r  e n r o l l e e s  to p a y  100 perc en t of the  p r e m i u m  c o n t r i b u t i o n s  if their 

i n c o m e  s u b s t a n t i a l l y  e x c e e d s  the n o n f a r m  p o v e r t y  g u i d e l i n e s  o f  the 

U n i t e d  States O f f i c e  of M a n a g e m e n t  a n d  Budget.
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Sec. 21.55.110. H A R D S H I P  INSURANCE PROGRAM. (a) Th e authority 

shall, subject to app ropriation, esta bli sh  a h e a l t h  i n s ura nc e hardship 

p r o g r a m  to assist empl oye rs  severely impacted by the m e d i c a l  security 

contribution. The  p r o g r a m  shall provi de assistance to em ployers

(1) w h o  are small businesses; and

(2) for w h o m  the medical security c o n t r i b u t i o n  exceeds five 

perce nt of the e mpl oy er 's  gross revenue; the a ss is ta nce  shall reduce 

the employer's m e d i c a l  security contribution to an  amount equal to 

five percent of the e mployer's gross revenues.

(b) The c o m m i s s i o n e r  may t ra nsfer amounts fro m the medical

security trust fund  to the health insurance h a r d s h i p  trust fund only 

up o n  a finding by the rate review b o a r d  establi sh ed  u n d e r  this chapter 

that there is a surplus in the medic al  security trust fun d and that 

the transfer w o u l d  be in the best interest of the e m p l oy ers  of the

state.

Sec. 21.55.120. U N I N S U R E D  A N D  U N D E R I N S U R E D  P R O G R A M .  The author­

ity shall e s t a bl ish  a continuing p r o g r a m  of i n v e s t i g a t i o n  and study of

the uninsured a nd  u n d e r i n s u r e d  in the state. The a u t ho rit y shall 

examine

(1) the impact of the lack of ad equate h e a l t h  insurance on 

residents in the state, including the effects of M e d i c a r e  cutbacks and 

m e d e x  premium increases on poor and n ea r-poor elders an d the problems 

of persons, p a r t i c u l a r l y  children, w i t h  dis abilities w h o  h a v e  d i f f i­

culty obtaining a dequate health insurance coverage; the study shall 

document the impact and shall d e v el op  r ec om me ndations and proposals to 

rem ed y the situation; and

(2) the overall impact of programs d e v e l o p e d  by the a ut h o r­

ity and the D ep ar tm ent  of H e a l t h  and Social Se rvices o n  the uninsured, 

the underinsured, and the role of employers in ass is ti ng  t he ir
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employees in affording hea lt h insurance.

Sec. 21.55.130. UNCOM PE NS AT ED CARE POOL. (a) The authority 

shall administer an uncompensated care pool consis tin g of the revenue 

pr oduced by the u n if or m statewide allowance for uncompensated care 

included in gross patient service revenue of acute hospitals a pp ro pr i­

ated for the pool u n d e r  this section. The hospital's liability to the 

pool shall equal the product of the uniform statewide allowance for 

uncompensated care times the sum of the hospi ta l' s private sector 

share of projected patient care costs for the fiscal year, and a 

work in g capital allowance specified by the c om mi ssi on  for the fiscal 

year. The liability of the pool to the ho spital shall equal the 

lesser of:

(1) the reimbursable uncompensated care costs of the h o s p i­

tal for that fiscal year; or

(2) the m a x i m u m  reimbursable u nc om pen sa te d care costs of 

the hospital for that fiscal year.

(b) The authority shall man ag e the pool in order to provide for 

prompt payments to and from hospitals, create a consistent and orderly 

transfer of funds to and from hospitals, and en courage m a xi mu m e f f i­

ciency and appropriateness in the utilization of acute hospital ser­

vices. The management shall include the p urc ha se  and enrollment of 

individuals in m a n a g e d  health care plans. For ea c h  fiscal year, the 

authority shall calculate the net liability of e ac h  acute hospital to 

the pool by subtracting from the amount of the liability of the h o s p i­

tal to the pool for the fiscal ye a r  the amount of the liability of the 

pool to the hospital for the fiscal year. The result, if positive,

shall be the net hos pi ta l liability to the pool, and, if negative,

shall be the net liability of the pool to the hospital. Tha authority

shall establish a sy st em  of payments by hosp it als  and by the pool
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1 w h e r e b y  e a c h  fiscal y e a r  each ho spi ta l pays an amount of revenue equal

2 to its net l iability to the pool or receives from  the po o l  a n  amount

3 of revenue e q ua l to the net liability of the pool  to the hospital.

4 The system m a y  p r o vi de for periodic payments of net liabilities to and

5 from  the pool, for the collection and e x p e n dit ur e by the poo l of

6 revenue e qua l to the amounts of hospitals' liabilities to and from  the

7 pool, or for  any o t her  payment m e c ha nis m that the au th or ity  finds

8 a ppropriate to the manag em en t of the pool a n d  the financial needs of

9 the h o s p i t a l s .

10 (c) T h e  a u t ho ri ty  shall establish a n  a p p r o p ria te  m e c h a n i s m  for

11 e nforcing a  h osp it al 's  obligation to the po o l  in the event that a

12 hospital d o e s  not m a k e  a scheduled payment to the pool. The  enforce-

13 men t m e c h a n i s m  m ay include the assessment of a five p e r ce nt surcharge

14 o n  a w i t h h e l d  amount. The au thority shall not at any  time m a k e  pay-

15 ments fr o m  the pool for a perio d in excess of amounts that h a v e  been

16 p a i d  into or  are ava il abl e in the pool for the period; the authority

17 m a y  te mp or ari ly  p r o r a t e  payments from the poo l  for c as h  flow  purposes.

18 The a u t h or it y shall establish a final settlement of the pool  for each

19 fiscal y e a r  to adjust for audit findings the d i f f er en ce s b e t we en  an

20 interim pa y m e n t  to or from the pool and the actual liability of each

21 acute h o s p i t a l  to t he  pool or of the pool to the hospital.

22 (d) Not more than $100,000 of the amount p a i d  by the hospitals

23 to the p o o l  ma y be expended in a fiscal y e a r  for the reaso na bl e costs

24 of a d m i n i s te ri ng  the pool.

25 (e) Subject to the limits contained in this subsection, the

26 revenue i n  the p o o l  shall be sup pl eme nt ed  by a n  amount a p p ro pr ia ted  by

27 the s ta te  i n  the event that the total l iability of the p o o l  to all

28 ho spitals for the fiscal y ea r  exceeds the total p r i v a t e  se ct o r  liabil-

29 ity of the  pool for  the fiscal year. The t o t a l  am ou nt  of the
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1 s u p p l e m e n t  for a f is c a l  year s ha ll  not e x c e e d  the sum of (1) 115

2 pe r c e n t  of the a mo u n t  of the t o t a l  liabi li ty  of the pool  to all hos-

3 p i t a l s  for  the p r i o r  fiscal year, m i nus  the t otal p r iv at e sector

4 l i a b i l i t y  for the current year, and (2) 50 p e r c e n t  of an amount by

5 w h i c h  the total of the liability of the p o o l  to all h o s pi ta ls for the

6 curr ent  fiscal y e a r  exceeds 115 perc en t of the amo un t of the liability

7 of the p o o l  to all h o s p it al s fo r the p r i o r  fiscal year. The au thority

8 m a y  not p a y  an amoun t of the liab il it y of the po o l  to all hosp ita ls

9 that e x c e e d s  the s u m  of the t otal p r iv at e s e c t o r  li ability to the pool

10 fo r the fiscal y e a r  and the am ou nt  of the stat e' s s upplement for the

11 fi sc al y e a r  u n d e r  this subsection. The a u t h o r i t y  shall p r o r a t e  any

12 r e s u l t i n g  s h o rtf al l among all hospitals. The  a u t h o r i t y  and the rate-

13 s e t t i n g  c o m m i s s i o n  shall p e r i o d i c a l l y  e v a l u a t e  a n d  shall det erm in e

14 j o i n t l y  w h e t h e r  a supplement u n d e r  this s u b s e c t i o n  is ne c e s s a r y  for

15 the f i s c a l  year.

16 (f) P a y m e n t s  by acute ho s p i t a l s  to the p o o l  and state revenue

17 a p p r o p r i a t e d  for the supplement p r o v i d e d  in (e) of this s e c t i o n  shall

18 b e  p l a c e d  in an u n c o m p e n s a t e d  care trust fund e s t a b l i s h e d  in AS 21.-

19 55.150. A m o un ts p l a c e d  in the fund m a y  be e x p e n d e d  by the au thority

20 for the pur p o s e s  of the pool, in c l u d i n g  lawful e xpe nd i t u r e s  for the

21 p u r p o s e  of r e d u c i n g  h o s p i t a l s’ w r i t e - o f f s  for b a d  debt and free care.

22 (g) The a u t h o r i t y  shall adopt r e g u l a t i o n s  e s t a b l i s h i n g  c rit er ia

23 for h o s p i t a l  credit and c o l l e c t i o n  p o l i c i e s  to ens ur e that ho s p i t a l s

24 m a k e  r e a s o n a b l e  effor ts to collect p a y m e n t  for h o s p i t a l  services

25 b e f o r e  a t t r i b u t i n g  those s er vi ce s to b a d  debt o r  free care. I n  devel-

26 o p i n g  s u c h  criteria, the a u t h o r i t y  s h a l l  i d e n t i f y  t ho se  p o p u l a t i o n s

27 that s ha ll  not r e qu ire  c o l l e c t i o n  action. T h e s e  p o l i c i e s  shall be  in

28 c o n f o r m a n c e  w i t h  applic ab le credit laws of the s ta te  a n d  the U n i t e d

29 States. The' au t h o r i t y  shall also a dop t r e g u l a t i o n s  n e c e s s a r y  to

r
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m a n a g e  the uncompensated care poo l u n d e r  this section, including, but 

not l i mit ed  to, regulations (1) p r o v i d i n g  audit standards for the 

pool, (2) establishing an  enforcement m e c h a n i s m  under (c) of this 

section, an d (3) containing r easonable controls on uti li za tio n that 

i n c l u d e  the purchase and enrollment of individuals in managed health 

care p l an s and that are consistent w i t h  the controls contained in the 

mo s t  current hospital agreement and in regulations un de r title XVIII 

of the Social Security Act. Re g u l a t i o n s  regarding u ti li zation control 

m a y  b e  adopted only after a pu bl ic hearing.

A RT IC LE  3. T RU ST  FUNDS.

Sec. 21.55.140. M E D I C A L  S EC U R I T Y  TRUST FUND. (a) The re  is 

e s t a b l i s h e d  the medical security trust fund. The trust fund shall be 

ad mi ni s t e r e d  and ex pended by the authority. The trust fund consists 

of m o n e y  appropriated to the fund; all pr operty and securities a c­

qu i r e d  by  and through the use of m o n e y  bel on gin g to the trust fund and 

all interest on them; less amounts tr an sferred to the health insurance 

h a r d s h i p  trust fund u n d e r  AS 21.55.100; less payments from them for 

pay m e n t s  to health insurance companies, nonprofit hospital and medical 

service companies, h e a l t h  m ai n t e n a n c e  organizations, for refunds or 

abate men ts  for enrollees or form er enrollees. All m o n e y  appropriated 

for the use of the authority for the purpose of providing health 

insurance for the un insured and all m o ne y earned o n  the amounts in the 

trust fund shall be deposited or retain ed  in the trust fund.

(b) The authority shall e s t a b l i s h  w i t h i n  the medical security 

trust fund at least three s eparate accounts d e s cr ibe d as follows:

(1) an unemployment h e a l t h  insurance c ont ribution account 

that shall consist of all emp l o y e r  contributions r eq uired u n d e r  this 

c h ap te r and premiums paid by enrollees that shall be used exclusively 

for the payments of premiums for h e a l t h  insurance plans p rov i d e d  to
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1 persons receiving unemployment compensation;

2 (2) a medical security contribution account that shall

3 consist of all employer contributions required under this chapter,

4 premiums paid by enrollees, other vo luntary contributions by o th er

5 persons or entities, and appropriations from the state that shall be

6 u sed exclusively for the payments of premiums for h e a l t h  insurance

7 plans provided to eligible employees and their families; and

8 (3) a public sector responsibility account that shall

9 consist of all premiums paid by enrollees, voluntary contributions by

10 other persons and entities, and appropriations from the state that

11 shall be used for payments of premiums for health insurance plans

12 provided to all other residents of the state who lack health insur-

13 ance.

14 (c) Amounts wi thi n accounts in the trust fund m a y  not be com-

15 mingle d except upon approval of the Rate Review Board and a finding by

16 the board that temporary commingling of the accounts is a short-term

17 measure necessary to ensure the solvency of the trust fund. Amounts

18 so commingled shall be restored to the appropriate account w i t h i n  90

19 d a y s .

20 (d) The commissioner may requisition from the trust fund amounts

21 that the commissioner considers necessary to meet the current obliga-

22 tions of the authority and estimated obligations for a reasonable

23 future period.

24 Sec. 21.55.150. U NC OMPENSATED CARE TRUST FUND. (a) T h e r e  is

25 established the uncompensated care trust fund that shall be adminis-

26 tered and expended by the authority. The trust fund consists of

27 appropriations for the purpose of uncompensated h osp it al  care; all

28 property and securities acquired by  and through the use of money

29 belonging to the trust fund a n d  all interest on them; less payments
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1 from them  for the p ur poses of the pool u n d e r  AS 21.55.130. All  inter-

2 est earn ed  on the amounts i n  the trust fund shall be d e p o si te d or

re ta in ed  in the trust fund.

(b) The commi ss io ne r m a y  r equ isition from t he trust fund amounts 

the co mm issioner d e te rm in es nece ssa ry  to mee t the current obligations 

of the authority for the p u r p o s e s  of the trust fund and estimated 

o bligations for a r e a s o n a b l e  future period.

8 Sec. 21.55.160. D I S A B I L I T Y  IN SURANCE H A R D S H I P  T R US T FUND. (a)

9 There is es ta blished a d i s a b i l i t y  insurance h a r d s h i p  trust fund that

10 shall be ad mi nistered and  e xp en d e d  by the autho ri ty . The trust fund

11 consists of a pp ropriations for the purpose of A S  21.55.110; all prop-

12 erty and securities a c q u i r e d  by and through the u s e  of m o n e y  belonging

13 to the trust fund and all interest on them; all amounts transferred

14 from the medical security fund in accordance w i t h  A S  21.55.110; less

15 pa yments from them for the purposes of the h e a l t h  insurance hardship

16 program. A ll  interest e a r n e d  on the amounts in th e trust fund shall

17 be d e p o si ted  or ret a i n e d  i n  the trust fund.

18 (b) The co mm is s i o n e r  may expend m o n e y  fr o m  the trust fund as

19 ne ce ssa ry  to meet the curr en t obligations of th e authority for the

20 purposes of the trust fu n d  and e st imated o b l i g a t i o n s  for a reasonable

21 future period.

22 Sec. 21.55.170. TRANSITION. The a u t h o r i t y  shall prov id e all

23 residents of the state w i t h  access to b a s i c  h e a l t h  insurance or

24 m a n a g e d  care at a r e a s o n a b l e  cost by M a r c h  1, 1993, subject to legis-

25 lative appropriation. T o  achieve the goal of u n i v e r s a l  access to

26 h e a l t h  care, the fo l l o w i n g  programs shall be e s t a b l i s h e d  in accordance

27 w i t h  the following schedule:

28 (1) as of A p r i l  1, 1989, or as s o o n  as p oss i b l e  thereafter,

29* the authority shall b e g i n  the following r e s po ns ibi li ti es :
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1 (A) i n i t i a t i o n  of a s tu dy of the ad eq ua cy of h e a l t h

2 in s u r a n c e  for c e r t a i n  r e s i d e n t s  of t he  state u n d e r  A S  21.55.120;

3 (B) i n i t i a t i o n  of a s t u d y  of the r e l a t i o n s h i p  of small

4 b u s i n e s s e s  to the  i n s u r a n c e  m ar k e t  u n d e r  A S  21.55.080; and

5 (C) the p u r c h a s e  and e n r o l l m e n t  of ind iv iduals in

6 m a n a g e d  he a l t h  car e p l a n s  u n d e r  A S  21 .5 5 . 1 3 0 ;

7 (2) as of J u l y  1, 1989, the f o l l o w i n g  pr og ra ms shall become

8 effective:

9 (A) the p r o g r a m  of s u p p l e m e n t a l  h e a l t h  care coverage

10 to d i s a b l e d  adults;

11 (B) the p r o g r a m  of s u p p l e m e n t a l  h e a l t h  coverage to

12 d i s a b l e d  children; and

13 (C) at least two p h a s e - i n  i n i t i ati ve s to p r ov id e

14 h e a l t h  ins ur an ce for the u n i n s u r e d  u n d e r  A S  21.55.070;

15 (3) as of O c t o b e r  1, 1989, the a u t h o r i t y  shall assume the

16 m a n a g e m e n t  of the u n c o m p e n s a t e d  care p o o l  u n d e r  AS 21.55.130;

17 (4) as of Ju l y  1, 1990, the f o l l o w i n g  pr ogr am s shall bec ome

18 effective:

19 (A) c o m p l e t i o n  of the s tudy a u t h o r i z e d  in (a)(1)(B) of

20 this section;

21 (B) the small b u s i n e s s  h e a l t h  i nsurance pool  estab-

22 l is h e d  u n d e r  A S  2 1 . 5 5 . 0 8 0  and o t h e r  i n i t ia tiv es  a u t h o r i z e d  u n d e r

23 A S  21.55.080;

24 (C) the t a x  credit f o r  b u s i n e s s e s  p r o v i d i n g  h e a l t h

%5 ins ur an ce to t h e i r  empl oy ee s; a n d

26 (D) a d d i t i o n a l  p h a s e - i n  i n i t i a t i v e s  to p r o v i d e  h e a l t h

27 ins ur an ce  for  the u n i n s u r e d  u n d e r  A S  21.55 .0 70;

28 (5) o n  S e p t e m b e r  1, 1990, the r e q u i r e m e n t  that all c o l l e g e

29 and u n i v e r s i t y  s t u d e n t s  h a v e  h e a l t h  i n s u r a n c e  shall b e c o m e  e f f ec ti ve ;
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(6) on January 1, 1991, the program to provide health

insurance to persons receiving une mp lo ym ent  insurance shall become 

effective; h e a l t h  insurance be ne fi ts  shall become available to e l i g i­

ble persons as of Apr il  1, 1991; in addition, the authority shall 

complete the study authorized u n d e r  (a)(1) of this section;

(7) as of January 1, 1992, the state shall reassume the

cost of ho spital care for general relief recipients;

(8) as of July 1, 1992, the authority shall complete the

study of the p h a s e - i n  initiatives as authorized u n de r AS 21.55.070;

(9) on January 1, 1993, the progr am  to provide h e a l t h

insurance to employed persons shall become effective; health insurance 

benefits shall be co me  available to eligible persons as of April 1, 

1993;

(10) as of January 1, 1994, the authority shall complete a 

study of the impact of the pr og ram s authorized or referred to in this 

chapter on  the availability of h e a l t h  care for the uninsured in the 

state as a uthorized under AS 21.55.120.

Sec. 21.55.180. CONSTRUCTION. Nothing in this chapter m ay be 

construed to authorize any p e r s o n  not licensed to practice medicine to 

exercise any supervision or control over the practice of medicine or 

the m a n n e r  in w h i c h  medical services are provided.

AT.1ICLE 4. M A N D A T O R Y  CONTRIBUTIONS.

Sec. 21.55.190. EMPLOYER CONTRIBUTION. (a) Except as pr ov i d e d  

in (f) of this section, e ach employer, except those employers who  

employ five or fewer employees, shall pay, in the same manner and at 

the same times as the commissioner prescribes for the co nt ribution 

re quired by AS 21.55.120, a n  u ne mp loyment h e a l t h  insurance c o n t r i b u­

tion computed by multiplying the w ages p aid its employees by 12/100ths 

of one percent.
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1 (b) Each employer, except those employers who employ five or

2 fewer employees, in the same man ner  and at the same times as the

3 commissioner prescribes for the cont rib ut io n required by AS 21.55.120,

4 a medi ca l security contribution for each  employee computed by multi-

5 plying the wages paid each employee by 12 percent. In  this section,

6 "employee" does not include the following employees of any employer:

7 (1) an  employee who has been employed by the employer for f e w e r  than

8 90 days from date of hire; (2) an employee who normally w o r k s  for

9 fewer than 30 hours a week; however, a h e a d  of household w h o  has

10 dependent children living at home and is working at least 20 hours a

11 week  or an employee having worked at least 520 hours in the previous

12 six months shall be considered to be an employee for the pu rp os es of

13 this section; (3) an employee who is h i re d to perform a service for a

14 period of less than five months; (4) a seasonal agricultural employee,

15 who for the purposes of this section shall be defined as an individual

16 who is employed in agricultural employment of a seasonal o r  other

17 temporary nature; and (5) an employee who is covered by a group or

18 nongroup health benefit plan that is financed without particip at io n by

19 the employer, who is enrolled in the Medicare prog'..',.', o r  who is

20 covered by a government operated m e d ic al  assistance program; and

21 provided, further, that an employee covered by a heal th  insurance plan

22 shall be considered to be an employee for the purposes of this sec-

23 tion. Each employee shall be presumed to be an employee as included

24 in this section unless the employer certifies to the commissioner, in

25 the form and manner that the commissioner may require, that the era-

26 ployee should not be included under the provisions / f this section.

27 E a c h  employer may require an employee to verify the employee's hea lth

28 insurance status. A n  employer ma y not require ar applicant for em-

29 ployment to disclose the applicant's h eal t h  in; st at us  or the

c
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1 status of the applica nt 's  spouse, depende nt s,  or o t h e r  family members.

2 A n  employer ma y not d i s c r i m i n a t e  a g a in st an applicant on the b a s i s  of

3 the applicant's h e a l t h  ins ura nc e status. A  p e r s o n  a g g r i e v e d  by  a

4 v i o l a t i o n  of this s e ct ion  m a y  in s t i t u t e  within t hr ee  y e a r s  of the

5 v i o la ti on  a civil ac ti on  for i n j u n c t i v e  relief and any d a m ag es ther eby

6 incurred. A n  e mpl oy er  found to be in v i o l a t i o n  of this s e c t i o n  shall

7 pay reasonable at torney fees a nd  court costs incurr ed in the a c t i o n  as

8 determ in ed  by the c o u r t .

9 (c) A n  e m p l o y e r  may deduct fro m  the amount o w e d  for e a c h  employ-

10 ee under (b) of this s e c ti on the e mployer's aver age  e x p e n s e s  p e r

11 employee for p r o v i d i n g  h e a l t h  i n s u r a n c e  coverage or other h e a l t h  care

12 benefits for e a c h  employee, a l l o w a b l e  for  the current q u a r t e r  by the

13 Internal Reven ue  Service as a d e d u c t i b l e  business expense; h o w e v e r ,  a

14 noni nc orp or at ed  em plo ye r m ay  deduct f r o m  the amou nt o w e d  for e a c h

15 employee u nd er  (b) of this s e c t i o n  the  employer's average e x p e n s e s  p e r

16 employee for p r o v i d i n g  h e a l t h  i n s u r a n c e  coverage or other h e a l t h  care

17 benefits for e a c h  employee as r e p o r t e d  and allowed u nd er  r e g u l a t i o n s

18 adopted by the commissioner; a d e d u c t i o n  for a n  e m p l o y e r  m a y  not

19 reduce the c o n t r i b u t i o n  for an  e m p l o y e e  below zero.

20 (d) A n  u n em pl oy me nt h e a l t h  in s u r a n c e  con tri bu ti on  a n d  a m e d i c a l

21 security c o nt ri but io n shall be pa i d  to the c o m m i s s i o n e r  u n d e r  the

22 procedures p r e s c r i b e d  by the commissioner. T h e  receipts f r o m  the

23 contributions shall be de p o s i t e d  in th e general fund. T h e  commis-

24 sioner of ad mi ni s t r a t i o n  shall s e p a r a t e l y  account for f u n d s  r e c e i v e d

25 under this s e c ti on  that are d e p o s i t e d  in the g e n e r a l  fund. Th e legis-

26 lature ma y app rop ri at e the annual e s t i m a t e d  b a l a n c e  in the a c c ou nt to

27 the medi ca l s ec urity trust fund e s t a b l i s h e d  u n d e r  A S  21.55.140.

28 (e) In this section,

29 (1) "wages" does not i n c l u d e  that part of r e m u n e r a t i o n
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that, a f t e r  r e m u n e r a t i o n  equal to the medic al  se cu r i t y  w a g e  base  w i t h  

r e sp ec t to employment w i t h  the e m p l o y e r  has b e e n  p a i d  to an i ndividual 

d u r i n g  the calendar year, is p a i d  to  the indivi dua l d u r i n g  the year; 

i n c l u d i n g  r e m u n e r a t i o n  p a i d  to a n  individual d u r i n g  the c a l e n d a r  year 

w i t h  r e s pec t to e m p l o y m e n t  w i t h  a t r a n s f e r r i n g  employer;

(2) " me dic al  s e c u r i t y  w a g e  base" m e a n s  $ 14 ,00 0 for the 

ca l e n d a r  years 1991 a n d  1993, an d in eac h subse qu ent  c a l e n d a r  y e a r  the 

m e d i c a l  security wage b a s e  shall equal the p r o du ct  of

(A) th e m e d i c a l  s ecu ri ty  wage b as e  for the the n p r e v i­

ous calendar year, an d

(B) t h e  s u m  of o n e  and the h e a l t h  i n s u r a n c e  inf la ti on  

rate for the t h e n  p r e v i o u s  ca le n d a r  year, as r e p o r t e d  by th e Rate 

R e v i e w  B oard e s t a b l i s h e d  u n d e r  (h) of this section.

(f) This s e c t i o n  do e s  not a pp ly  to a n e w  employer, as d e fin ed  

u n d e r  AS  21.55.120, d u r i n g  the f irst 12 co n s e c u t i v e  m o n t h s  s p e ci fie d 

u n d e r  AS 21.55.120. D u r i n g  the first c al en dar  y e a r  in w h i c h  this 

s e c t i o n  applies to a n  e m p l o y e r  the e mp loy er 's  u n e m p l o y m e n t  h ea l t h  

in s u r a n c e  c o n t r i b u t i o n  shall be co mp ute d at the rate of 14/100 of one 

perce nt m u l t i p l i e d  by t he  w a g e s  pai d and the em pl o y e r ' s  medic al  

se cu r i t y  co nt ri b u t i o n  s ha ll be c o m p u t e d  at the rate of four percent 

m u l t i p l i e d  by the w a g e s  paid. D u r i n g  the s ec o n d  c a l e n d a r  y e a r  in 

w h i c h  this section a p p l i e s  to a n  employer, the emp lo y e r ' s  u ne mpl o y m e n t  

h e a l t h  insurance c o n t r i b u t i o n  shall be c o m p u t e d  at the r ate of 

8/100 of one percent m u l t i p l i e d  b y  the wages paid, a nd  the emplo yer 's  

me d i c a l  security c o n t r i b u t i o n  s h a l l  be co mp ut ed at the rate of eight 

p er ce nt  m u l t i p l i e d  b y  t he  w a g e s  paid.

(g) Except w h e r e  i n c o n s i s t e n t  w i t h  the p r o v i s i o n s  of this  s e c­

tion, th e terms and c o n d i t i o n s  of this c h a p t e r  that are a p p l i c a b l e  to 

the p a y m e n t  of and t h e  c o l l e c t i o n  of c on t r i b u t i o n s  or p a y m e n t s  in lieu
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1 of contributions shall apply to the same extent to the payment of and

2 the collection of the unemployment health insurance contribution and

3 the medical security contribution; the contributions may not be cred-

4 ited to the employer's account or the solvency account established

5 u nder AS  21.55.120.

6 Sec. 21.55.195. RATE REVI EW  BOARD. (a) T h ere  is established a

7 Rate R ev i e w  Bo ar d composed of the commissioner of administrative, the

8 commissioner of he a l t h  and social services, and the commissioner of

9 commerce and economic development. The board shall determine the rate

10 of heal th  insurance inflation for the previous y e a r  to be applied to

11 the medical security wage base for the subsequent calendar year and

12 shall certify said  rate to the commissioner on or before November 30

13 of the year  p r e c ed ing  the y e a r  to which the medical security wage base

14 is to be applied. This inflation rate shall be the average percentage

15 increase in premiums for accident and sickness insurance policies

16 issued in the state during the then current calendar year over premi-

17 urns for accident and sickness insurance policies is su ed  in the state

18 during the then previous calendar year.

19 (b) On  or before No vem be r 30 of each year, the commissioner

20 shall certify to the Rate Re vie w Board the es timated costs for the

21 subsequent y ea r  of health insurance coverage p ro v i d e d  by the authority

22 for individuals and their families w h o  (1) are e li gible for the health

23 insurance p r o g r a m  established under AS 21.55.030 for individuals

24 receiving unemployment insurance compensation or (2) are eligible for

25 the hea lt h insurance pr o g r a m  established under A S  21.55.030 for em-

26 ployees. The estimated costs shall be exclusive of amounts to be

27 covered by premiums, copayments, deductibles and coinsurance to be

28 paid by covered individuals and anticipated appropriations. The R a t e

£  29 Review Board shall further adjust the estimated costs to reflect
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prudent levels of reserves sufficient to carry out the re sp onsibil­

ities of the authority for hea l t h  insurance programs. If in the 

opinion of the board, the rate of he al th inflation on the medical 

security wage base as calculated above would be inadequate to properly 

fund the health insurance programs, the rate of hea l t h  insurance 

inflation shall be appropriately adjusted.

(c) An  employer who fails to comply with the provisions of this 

section or AS 21.55.190 shall pay a penalty of not less than $35 for 

each employee, for every day during which the failure continues, in 

addition to restitution for amounts owed to the medical security trust 

fund as a result of the failure to make a correct contribution.

Penalties collected under this section shall be deposited in the

general fund. A n  employer, under regulations a d opt ed  by the commis­

sioner, who relies in good faith on statements b y  employees relative

to their health insurance status, may not be hel d liable for any

penalty or restitution for failure to comply w i t h  the provisions of 

this section caused by misstatements of the employees.

(d) An  employer n ot ified of a determination of the commissioner 

that the employer is subject to AS 21.55.190(a) or (b), or notified of 

a determination of the commissioner that an individual is an employee 

for the purposes of AS 21.55.190(b) and (c), m a y  request a hearing on 

the determination. The request for hearing shall be filed wi t h i n  10 

days after mailing of the notice of the determination. If a hearing 

is requested, the commissioner shall give the employer a reasonable 

opportunity for a fair h e a r i n g  before an impartial hear ing  officer. 

A n  employer aggrieved by the decision following a hearing may appeal 

the decision to the superior court.

Sec. 21.55.200. M E D I C A L  ASSISTANCE PROGRAM. (a) The authority 

shall establish a p r og ram  of medical care a nd  assistance for pregnant
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1 w o m e n  and infants w h o  are not otherwise e l i g i b l e  for m e d i c a l  assis-

2 t a n c e  and w h o  l ack private d i sab il it y i n s u r a n c e  c o v e r a g e  or h av e

3 d i s a b i l i t y  i n s u ra nc e coverage that does not  c o v e r  all m e d i c a l l y  neces-

4 sa r y  care c o v e r e d  by  the p r o g r a m  e st a b l i s h e d  by  this section. Th e

5 a u t h o r i t y  shall furni sh m e d i c a l  assist an ce to ea c h  p r e g n a n t  w o m a n  and

6 infant r e s i d i n g  in the state in accord anc e w i t h  stan dar ds  of eligibil-

7 ity e s t a b l i s h e d  by the authority; provided, however, that the inc ome

8 e l i g i b i l i t y  standards shall not be less t h a n  200 pe r c e n t  of the non-

9 f a r m  inco me  p o v e r t y  guidelines defined b y  th e U n i t e d  States O ff i c e  of

10 M a n a g e m e n t  an d B u d g e t .

11 (b) A s s i s t a n c e  f u r nis he d under this s e c t i o n  s h a l l  be  l i mi te d to

12 the f o l l ow in g care and services; unless o t h e r w i s e  s p e c i f i e d  to the

13 c ont ra ry  p a y m e n t  m a y  not be allowed for i n p a ti ent  ho s p i t a l i z a t i o n :

14 (1) all m e d ic al ly  ne ce ss ary  c ar e  to m a i n t a i n  h e a l t h  d u r i n g

15 the course of the pre gn an cy a n d  delivery, i n c l u d i n g  n e w b o r n  h o s p i t a l

16 c a r e ;

17 (2) all m e d i c a l l y  n e c e s s a r y  p o s t p a r t u m  ob s t e t r i c  and

18 gyn e c o l o g i c a l  care;

19 (3) n e w b o r n  care, in cluding one p o s t p a r t u m  p e d i a t r i c  ambu-

20 latory visit; and

21 (4) ou tre a c h  services d e s i g n e d  to i d e n t i f y  and e n c o u r a g e

22 the p a r t i c i p a t i o n  of pr egn an t wo men  a n d  infan ts in this  program.

23 (c) Th e authority shall ensure that all w o m e n  w h o  ap pea r to be

24 el ig i b l e  for m e di cal  a s si st anc e are a s s i s t e d  in e n r o l l i n g  for the

25 coverage. If a w o m a n  r e c e i v i n g  se rvices u n d e r  the p r o g r a m  e s t a b l i s h e d

26 u n d e r  this s e c t i o n  is found b y  the D e p a r t m e n t  of H e a l t h  and So ci al

27 Services to be eligible for public h e a l t h  services, the d e p a r t m e n t

28 shall p a y  for  the services a n d  shall r e i m b u r s e  the a u t h o r i t y  f or the

29 services; p r o v i d e d  that the r e i m b u r s e m e n t s  are a l l o w e d  u n d e r  t i t l e  XIX
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1 of the S oc i a l  Se curity Act.

2 Sec. 21.55.210. PR I M A R Y  CARE PROGRAM. The a uthority shall

3 e s t a b l i s h  a p r o g r a m  of p r i m a r y  and s upp le m e n t a l  medical c ar e  and

4 as si s t a n c e  for  c er ta in  d i s a b l e d  resi de nts  of the state who are  not

5 e li gi bl e f o r  m e d ica l a s s i s t a n c e  u nder t itle X I X  of the federal Social

6 S ec ur it y Act. The b en ef its  of the p r o g r a m  shall be available to all

7 p e r s o n s  (1) w h o  are not c o v e r e d  for m e d i c a l  costs relative to their

8 d i s a b i l i t y  b y  an employer's g r o u p  d i s a b i l i t y  in surance plan, (2) who

9 are not e l i g i b l e  for m e di ca l assist an ce un der  a w o r k  incentive p r o g r a m

10 w i t h  fede ra l participation, a n d  (3) who, if not enga ged  in s u b s t a nt ia l

11 gain fu l activity, w o u l d  mee t all eli gi bi lit y requirements for supple-

12 m en t a l  s e c u r i t y  income u n d e r  the p r ov isi on s of title XVI of t he  Social

13 Se curity A c t  at the time of a p p l i c a t i o n  for the p r ogr am  of m e d i c a l

14 care and assistance. Subse que nt  to t h e i r  e nrollment in the program,

15 the d i s a b l e d  residents may continue in  enrollment in the p r o g r a m

16 n o t w i t h s t a n d i n g  the fact that they no longer m eet the f i n a n c i a l  re-

17 q u i r e m e n t s  of title XVI in accor da nce  w i t h  income r equ irements estab-

18 lished by  the authority. T h e  cost of the p r o g r a m  shall be funded, in

19 part, by p r e m i u m  contributions, copayments, and d ed u c t i b l e s  con-

20 tri bu te d b y  enrollees a c c o r d i n g  to a s l i din g scale schedule d e s i g n e d

21 by the authority.

22 Sec. 21.55.220. C HI LD R E N ' S  C AR E  PROGRAM. The a u t h o r i t y  shall

23 e s t a b l i s h  a p r o g r a m  of m e d i c a l  care a n d  a s si st an ce for c e r t a i n  dis-

24 abled c h i l d r e n  of the state. The b e n e f i t s  of the p r o g r a m  s ha ll  be

25 a v a i l a b l e  to ch il d r e n  who are not e l i g i b l e  for medic al  a s s i s t a n c e

26 pro gr am s w i t h  federal f i n an ci al  p a r t i c i p a t i o n  and who w o u l d  m e e t  the

27 d i s a b i l i t y  requ ire me nt s f o r  sup pl e m e n t a l  se curity income u n d e r  the

28 p r o v i s i o n s  of title XVI o f  the Soc ia l Se cur it y Act. The cost  of the

29 p r o g r a m  shall be funded, in part, by p r e m i u m  cont rib ut io ns ,

SB 520 -66- S B 0 5 2 0 a

---------------------- 1_______________________________________



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

copayments, and deductibles according to a sliding scale schedule 

d es i g n e d  by the authority.

Sec. 21.55.900. DEFINITIONS. In this chapter

(1) "acute hospital" means a hospital that contains a

m aj o r i t y  of medical-surgical, pediatric, obstetric, and maternity beds 

as defi ne d by the Department of He al th  and Social Services;

(2) "association" means the Comprehensive Disability Insur­

ance Authority created in AS 21.55.010;

(3) "bad debt" means an account receivable based on ser­

vices furnished to a patient that is

(A) regarded as uncollectible, following reasonable 

collection efforts consistent with the regulations of the dep ar t­

ment ;

(B) charged as a credit loss;

(C) not the obligation of a governmental unit or of 

the federal government or an agency of them; and

(D) not free care;

(4) "child" means a person who is under 18 years of age;

(5) "chronic hospital" means a hospital that is not an 

acute hospital;

(6) "community he a l t h  center" means an organization that 

provides primary health care and other health care services in con fo r­

mance w i t h  the requirements of sec. 330 of United States P.L. 95-626, 

as amended by U ni t e d  States P.L. 97-35;

(7) "consumer" means a natural person responsible for 

payment for he a l t h  care services rendered by a provider;

(8) "department" means the Department of H e a l t h  and Social

Services;

(9) "dependent" means the spouse and children of an
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employee if these persons wo ul d qualify for dependent status u nder the 

Internal Revenue Code or for w h o m  a support order could be g r a nte d 

under chapters 208, 209, or 209c;

(10) "employee" means a pe rs on  who performs services p r i m a r­

ily in the state for remuneration for an employer; a p er s o n  w h o  is

self-employed is not considered to be an employee;

(11) "enrollee" means a per so n who  becomes a member of an

insurance program of the authority either individually or as a m e m b e r  

of a family;

(12) "free care" means a revenue de duc ti on  associated wi t h  

the p ro vision of services to patients who have reasonably b e e n  c o n­

sidered financially unable to pay, in w hole or in part, for their 

care, consistent w i t h  the regulations of the authority;

(13) "health care services" m eans supplies, care, and  ser­

vices of medical, surgical, optometric, dental, podiatric, c h i r o­

practic, psychiatric, therapeutic, diagnostic, preventive, r e h a b i l i t a­

tive, supportive, or geriatric nature, including but not limited to, 

inpatient and outpatient acute hospital care and services, and  ser­

vices provided by a community health center, by a sanatorium as in­

cluded in the definition of "hospital" in title XVIII of the federal 

Social Security Act and treatment and care compatible w i t h  s u c h  ser­

vices, or by a health maintenance organization;

(14) "health insurance company" means a company that engages 

in the business of he al th  insurance;

(15) "health insurance" means the me dicare p r o g r a m  or an 

individual or group contract or o ther p la n  pr oviding c ov er ag e of 

he al th  care services that is issued by a he al t h  insurance company, a 

hospital service corporation, a m e di cal  service corporation, or a 

health maintenance organization; and includes disability insurance
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u n d e r  AS 2 1 .1 2.0 50 ;

(16) " h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n "  m ea ns a company that 

pro v i d e s  or a r r a n g e s  for the p r o v i s i o n  of h e a l t h  care  services to 

en ro l l e d  me m b e r s  i n  exchange p r i m a r i l y  for a p r e p a i d  p e r  c ap i t a  or 

ag gregate f i xe d sum;

(17) "hospital" m e a n s  a h o s p i t a l  l i c e n s e d  b y  the  state;

(10) "hospital a g r e e m e n t "  m e a n s  a n  a g r e e m e n t  b e t w e e n  a 

no nprofit h o s p i t a l  service c o r p o r a t i o n  and s i g n a t o r y  h o s p i t a l s  a p­

pr o v e d  by the  r a t e - s e t t i n g  commission;

(19) "hospital serv ice  c o r p o r a t i o n "  m e a n s  a c o r p o r a t i o n  

est ab li she d f o r  th e purpose of o p e r a t i n g  a n o n p r o f i t  h o s p i t a l  s e rv ic e 

plan;

(20) "managed h e a l t h  care  p la n" m e a n s  a h e a l t h  in surance

p l a n  that p r o v i d e s  or ar ranges for, s u p e r v i s e s  and c o o r d i n a t e s  h e a l t h

care services to  enrolled p a r t i c i p a n t s ,  i n c l u d i n g  p l a n s  a d m i n i s t e r e d  

by  health m a i n t e n a n c e  o r g a n i z a t i o n s  and p r e f e r r e d  p r o v i d e r  o r g a n i z a­

tions;

(21) "maximum r e i m b u r s a b l e  u n c o m p e n s a t e d  c a r e  costs" means 

the sum of

(A) 114 p e rce nt  m u l t i p l i e d  b y  the p r o j e c t e d  patient

care c o s t s  for a h o s p i t a l  s e r v i c e  c o r p o r a t i o n  a n d  for pu rc h a s e r s  

and th i r d - p a r t y  pay o r s  w h o  p a y  o n  th e b a s i s  of charges; an d

(B) the pa ym en ts to the t i t l e  X V I I I  p r o g r a m  m a d e  for

free c a r e  to the acute hos pi tal ;

(22) "Medicaid p rog ra m"  m e a n s  m e d i c a l  a s s i s t a n c e  p r o g r a m  

a dm in i s t e r e d  b y  the department;

(23) "medical a s s i s t a n c e  p r o g r a m "  m e a n s  t h e  M e d i c a i d  p r o­

gram, the Ve terans' A d m i n i s t r a t i o n  h e a l t h  and  h o s p i t a l  p r o gr am s,  and 

any o t he r m e d i c a l  assist anc e p r o g r a m  o p e r a t e d  by a g o v e r n m e n t a l  unit
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for p e r so ns  c a t e g o r i c a l l y  el igi bl e for such a pr ogram;

(24) "m ed i c a l  serv ic e corporation" m ea ns  a c orporation 

e s t a b l i s h e d  for the p u r po se of o p e ra tin g a n o n p r o f i t  m e d i c a l  service 

plan;

(25) " M e d i c a r e  pro gram" means the fede ra l m e d i c a l  insurance 

p r o g r a m  e s t a b l i s h e d  b y  title X V I I I  of the feder al  Social Security Act;

(26) " pa ti en t care costs" means r e i m b u r s a b l e  costs u n de r

AS 21.55;

(27) "p ri v a t e  sector share of p r o j e c t e d  p a ti en t care costs" 

m e a n s  the s u m  of the p r o j e c t e d  patient care costs of a h os pit al  s e r­

v i c e  c o r p o r a t i o n  and  the p r o j e c t e d  patient care costs for purchasers 

a n d  t h i r d - p a r t y  pa y o r s  who pay  on the basis of charges;

(28) " provider" me an s a person, c or po ration, partnership, 

g o v e r n m e n t a l  unit, state institution, and o t h e r  ent it y q u a l i f i e d  u n d e r  

th e laws of the state to p e r f o r m  or provi de  h e a l t h  care services;

(29) "purchasers a n d  t hird-party p ay o r s  w h o  pa y on the basis 

of charges" m e a n s  purch ase rs  and third-party p ay o r s  excluding: title 

X V I I I  and t i t l e  XIX, other gove rn me nt  payors, and n o n p r o f i t  hospital 

s e rvi ce  c o r p o r a t i o n s  to the extent that pa ym en ts by su c h  corporations
I

are r e du ced  by  the u n i f o r m  differential;

(30) " re i m b u r s a b l e  ba d debt costs" m ean s the amount of 

p r o j e c t e d  p a t i e n t  care costs that are w r i t t e n  off as b a d  debt, net of 

amounts r e c o v e r e d  as a result of c ol lec ti on  effor ts  by the hospital or 

its agents;

(31) " r e i m bu rs abl e free care costs" m ea ns  the p r o j ec ted  

p a tie nt  c a r e  costs that are w r i t t e n  off as free care, net of a ny  

p a y m e n t s  f o r  free care;

(32) " r e i m b ur sa ble  un co m p e n s a t e d  care costs" m eans the su m 

of r e i m b u r s a b l e  b a d  debt costs and r e i m b u r s a b l e  free care costs;

r
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(33) "resident" means a p e r s o n  living in the state as d e­

fined by the authority by regulation; provided, that the person did

not move to the state for the sole purpose of securing health insur­

ance under this chapter; provided, further, that confinement of a 

person in a nursing home, hospital, or other medical institution in 

the state m a y  not by itself be sufficient to qualify the per so n as a 

resident;

(34) "self-employed" m e an s a pe rs o n  who is not considered to

be an employee and w hose primary source of income is derived from the

pursuit of a bona fide business;

(35) "self-insurance h e a l t h  plan" means a plan that provides 

health benefits to the employees of a business, that is not a health 

insurance plan, and in w hi ch  the business is liable for the actual 

costs of the health care services p ro v i d e d  by the plan plus adminis­

trative costs;

(36) "small business" m eans a business, including a business 

consisting only of the self-employed, in w h i c h  the total of full-time 

equivalent employees w h e n  a ve ra g e d  o n  an annual basis does not exceed 

50;

(37) "third-party payor" means an entity including, but not 

limited to, the Medicaid program, the Medicare program, a health 

insurance company, a health ma in ten an ce  organization, a hospital 

service corporation, a medical service corporation, but not including 

a consumer responsible for paym en t to a provider for health care 

services rendered by a provider.

* Sec. 4. AS  21 is amended by ad di ng  a n e w  chapter to read:

CHAPTER 56. PRE FE RR ED PRO VI DE R ARRANGEMENTS.

Sec. 21.56.010. A U T H OR IT Y TO E NT ER ARRANGEMENTS, (a) A n  o r g a­

nization ma y enter into a p r e f e r r e d  pr ovi de r arrangement w i t h  one or
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more h e a l t h  care providers upon  a determination by the director that 

the org ani za ti on  and the arrangement comply wi t h  the requirements of 

this chapt er  and the regulations adopted under this chapter. An

orga ni zat io n m ay  not condition its w illingness to allow a health care
i

provider to participate in a preferred pr ovider arrangement on  the

health care provider's agreeing to e nt er into other contracts or

arrangements w i t h  the organization that are not part of or related to 

the p r e fer re d provider arrangements.

(b) An  organization shall submit information concerning a p r o­

posed pre fe rr ed provider arrangement to the director for approval 

under regulations adopted by the director. The information submitted 

shall include at least the following:

(1) a description of the h e a l t h  services and any other 

benefits to w h i c h  the covered person is entitled;

(2) a description of the locations where and the m a n n e r  in 

which he al th services and other benefits may be obtained;

(3) a copy of the evidence of coverage;

(4) copies of any contracts w i t h  preferred providers; and

(5) a description of the rating m ethodology and rates.

(c) A  p referred provider arrangement shall contain standards

for:

(1) maintaining quality h e a l t h  care, including s atisfying 

quality assurance regulations adopted b y  a state agency; J
(2) controlling health care costs;

(3) assuring reasonable levels of access of h e a l t h  care 

services and an adequate number and geographical d i s t r i b u t i o n  of 

pref er red  providers to render those services;

(4) assuring appropriate u t i l i z a t i o n  of h e a l t h  car e s e r­

vice; and
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(5) o t h e r  areas d e t e r m i n e d  ap pr opr ia te  by  the director.

Sec. 21.56.020. P R E F E R R E D  P R O V I D E R  INCENTIVES. O rga n i z a t i o n s  

m a y  offer h e a l t h  b e n e f i t  plans that p ro vi de  for i ncentives for covered 

p e rs on s to u s e  the h e a l t h  care services of p r e f e r r e d  prov id ers . A  

h e a l t h  benef it  p o l i c y  or p l a n  mu s t  meet at least the f o l l o w i n g  m i n i m u m  

requirements:

(1) b e n e f i t  levels for h e a l t h  care services r e n d e r e d  by 

n o n p r e f e r r e d  p r o v i d e r s  shall be at least 80 percent of t h e  benefit 

levels for s erv ic es  r e n d e r e d  by p r e f e r r e d  providers;

(2) if a c o v e r e d  p e r s o n  receives e m e rg enc y care an d cannot 

re asonably r e a c h  a p r e f e r r e d  provider, p a ym ent  for care r e l a t e d  to the 

em ergency shall be m a d e  at the same level a n d  in the same m a n n e r  as if 

the covered p e r s o n  h a d  b e e n  t r e a t e d  by a p r e f e r r e d  p ro vider;

(3) a p r o c e d u r e  shall be sp e c i f i e d  for r e s o l v i n g  consumer 

complaints a n d  g rie vances; and

(4) a p r o c e d u r e  shall be sp e c i f i e d  for the d i s c l o s u r e  to 

covered p e rs on s of the names of current p r e f e r r e d  p r o v i d e r s  by s p e­

cialty an d g e o g r a p h i c  area.

Sec. 21.56.030. D I S C R I M I N A T I O N  PROHIBITED. A n  o r g a n i z a t i o n  may 

not refuse to e n t e r  into a p r e f e r r e d  p r o v i d e r  a r r a n g e m e n t  w i t h  a 

hea lt h care  p r o v i d e r  on  the b a s i s  of religion, race, color, n ational 

origin, age, sex, m a r i t a l  status, sexual orientation, or th e p r o v i d­

er's r e l a t i o ns hi ps  w i t h  any o t h e r  organization. T he  s e l e c t i o n  of 

p r e fer re d p r o v i d e r s  shall be b a s e d  pr i m a r i l y  on cost, availability, 

and q u a l i t y  of c o v e r e d  services. The terms and c o n d i t i o n s  o f f e r e d  by 

an o r g a n i z a t i o n  that m us t  be me t or a g r e e d  to by  p h y s i c i a n s  a nd  other 

p r o fes si on al  pr o v i d e r s  of h e a l t h  care services d e s i r i n g  to e n t e r  into 

a p r e f e r r e d  p r o v i d e r  a r r a n ge men t shall b e  subject to th e d i s a p pr ova l 

of the d i r e c t o r  if the terms and  c onditions are not c o n s i s t e n t  w i t h
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the purposes, policies, and  p r o v i s i o n s  of this chapter.

Sec. 21.56.040. R E C O R D S  REQUIREMENTS. A n  o r g a n i z a t i o n  shall

m a i n t a i n  financial and u t i l i z a t i o n  records for  its p r e f e r r e d  p ro v i d e r
c

a r r a n g e m e n t s  and a c ti vi tie s in a form  se pa ra te or s eparable fr o m  the 

fi n a n c i a l  and u t i l i z a t i o n  re c o r d s  of other o pe rat io ns  and  a ctivities 

c a r r i e d  on  by the organ iz ati on .

Sec. 21.56.050. B O N D  REQUIRED. A n  o r g a n i z a t i o n  shall f urn is h to 

the d i r e c t o r  evidence of a surety bond, reinsurance, or o t h e r  f i n a n­

cial resources in an amount s a t i s f a c t o r y  to the d ir e c t o r  as a g u a r a n­

tee that obligations to c o v e r e d  persons wi l l  be performed.

Sec. 21.56.060. A N N U A L  REPORT. A n  o r g a n i z a t i o n  that en te rs into 

a p r e f e r r e d  pr ov id er  a r r a n g e m e n t  shall file ann ually w i t h  the d i r e c­

tor, w i t h i n  120 days of t h e  close of the fi sc al  year, a report c o v e r­

ing the p rio r fiscal year. The report must  include:

(1) the n u m b e r  o f  cove re d p e r s o n s  u n d e r  h e a l t h  benefit 

pl an s that include p r e f e r r e d  p r o v i d e r  arrangements;

(2) financial a n d  u t i l i z a t i o n  d a t e  of h e a l t h  b e nef it  plans 

that include p r e fe rr ed p r o v i d e r  arrangements;

(3) a list of p r e f e r r e d  provi de rs;  and

(4) o t he r i n f o r m a t i o n  that the d i r e c t o r  m a y  require.

Sec. 21.56.070. R E G U L A T I O N S  A N D  ENFORCEMENT. In a d d i t i o n  to

o t h e r  powers sp ec if ie d i n  this chapter, the d i r e c t o r  may, a f t e r  h e a r­

ing:

(1) adopt r e g u l a t i o n s  n e c e s s a r y  to the a d m i n i s t r a t i o n  and 

enforcement of this chapter;

(2) issue an o r d e r  r e q u ir in g a ny  p e r s o n  or o r g a n i z a t i o n  to 

cease and  desist from v i o l a t i n g  a p r o v i s i o n  of this c h a p t e r  or a 

regulation, or o rd er  of t h e  director;

(3) require a n y  p e r s o n  or o r g a n i z a t i o n  f o und  to h a v e

c
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violated a pro vi si on of this chapter or a regulation or order to pay a 

civil penal ty  not to exceed $10,000 for a single violation; and

(4) institute a rehabilitation or liquidation proceeding 

under AS 21.78.

Sec. 21.56.080. LICENSING REQUIREMENTS. A n  organization that 

offers o r  administers a health benefit plan u n d e r  a preferred provider 

arrangement, shall be subject to all of the provisions of the orga­

nization's licensing statute and any other applicable statutes, i n­

cluding benefits required to be provided. In connection w ith any 

preferred provider arrangement and activities, an organization shall 

be considered to be an insurance company for the purposes of AS 21.09.

Sec. 21.56.090. PREMIUM TAX. (a) Every organization operating 

a preferred pr ovi de r arrangement shall annually pay a tax equal to 

2 28/100th's percent of the gross premiums received during the pre ce d­

ing calendar year  for coverage of covered persons residing in the 

state; however, a tax may not be imposed on premiums for Medicare 

supplemental coverage. In calculating the gross premiums, there shall 

be deducted any canceled or returned premiums. The tax collected, 

including interest or penalties, shall be deposited in the general 

fund.

(b) The tax imposed by this section shall be collected and 

administered by the director. Every organization operating a p r e­

ferred provider arrangement shall annually, on or before March 15, 

make a return to the director giving the information that the director 

may require, for the determination of the tax for the preceding c a le n­

dar year.

Sec. 21.56.900. DEFINITIONS. In this chapter

(1) "covered p er s o n” means a poli cy  ho ld er or other persorf 

on wh os e behalf the organization is obligated to pay for or provide
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h e a l t h  care services;
t

(2) " co vered services" means he alt h care services that the 

organization is obligated to provide;

(3) "emergency care" means cove red  services delivered to a 

covered person w h o  has suffered an accidental bodily injury or illness 

that reasonably requires the b eneficiary o r  insured to seek immediate 

m e di ca l care;

(4) " h ea lth  benefit plan" m ea ns  the he al th insurance p o l i­

cy, subscriber agreement, or contract b e tw een  the covered per s o n  and 

an organization that defines the covered services and benefit levels 

available;

(5) "health care provider" means a provider of h e a l t h  care 

services licensed in this state;

(6) "health care services" means services rendered or 

products sold b y  a health care p ro v i d e r  w i t h i n  the scope of the p r o­

vider's license and includes hospital, medical, surgical, dental, 

vision, and pharmaceutical services o r  products;

(7) "organization" means a n  insurer authorized to w rit e 

accident and h e a l t h  insurance in this state, a nonprofit hospital or
V

medi cal  service corporation authorized u nder AS 21.87, or any o the r 

entity approved by the director u n d e r  this chapter;
r

(8) "preferred provider" m e a n s  a h e a l t h  care p ro vi der  or 

g ro up  of h e a l t h  care providers who  have  contracted to provide spec-
C

ified covered s e r v i c e s ;

(9) "preferred pr ovi de r arrangement" means a contract 

betw ee n or o n  behalf of an orga ni zat io n and a pre fe rr ed  pr ov i d e r  that 

complies w i t h  all of the requirements of this chapter.

* Sec. 5. AS 43 is amended by adding a n e w  chapter to read:

C H A P T E R  28. D ISA BI LI TY  IN SURANCE CREDIT.
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Sec. 43.28.010. B U S I N E S S  IN S U R A N C E  CREDIT. (a) T h e r e  is e s t a b­

lished a credit for b u s i n e s s e s  o f f e r i n g  d is ab i l i t y  in s u r a n c e  to t h e i r  

e m p l o y e e s .

(b) A n y  bu siness that (1) has one o r  m ore f ul l - t i m e  e q u i v a l e n t  

emp lo ye es u n r e l a t e d  to its owners or p a r t n e r s  but no m o r e  th a n  50 s uc h  

empl oy ees  c a lcu la te d on a n  aver age  a n n u a l  basis; (2) h a s  not in  any 

on e of the p r e c e d i n g  three y ears m a d e  a n  e xp en diture f o r  the full or 

pa r t i a l  payment of p r e m i u m s  for a d i s a b i l i t y  i nsurance p l a n  c o v e r i n g  

an y of its then employees, and (3) m a k e s  a d is ab i l i t y  i n s u r a n c e  p r e m i­

u m  expe nd it ure  for a d i s a b i l i t y  i n s ur an ce  p l a n  that is a v a i l a b l e  to at 

least all of its f u l l - t i m e  employees, shall be a l l o w e d  a credit 

against its income tax due u n d e r  this title in eac h of the f irst two 

years it makes a d i s a b i l i t y  insurance p r e m i u m  expenditure.

(c) The amount of t h e  credit in  the first y e a r  shall b e  20 

perce nt of the entire am o u n t  of the d i sa bi lit y i n s u r a n c e  p r e m i u m  

ex pe nd it ure  ma d e  by the b u s i n e s s  in the first y e a r  a n d  10 p e r c e n t  of 

the d i s a b i l i t y  i nsurance p r e m i u m  e x p e n d i t u r e  ma d e  b y  the b u s i n e s s  in 

the s ec o n d  year. To be el ig i b l e  to r e c e i v e  the credit, the d i s a b i l i t y  

insu ra nce  pr e m i u m  e x p e n d i t u r e  of t he  bu sin es s must e q u a l  at l e as t 50 

percent of the total cost of the p r e m i u m s  for the d i s a b i l i t y  in s u r a n c e  

pl a n  m a d e  a vailable to its employees. In this section,

(1) " b u s i n e s s e s "  means pr of essions, sole p r o p r i e t o r s h i p s ,  

trades, or p ar tnerships;

(2) " u n r e l a t e d” means not  h a v i n g  the f a m i l i a l  r e l a t i o n s h i p  

of spouse, mother, father, or child.

Sec. 43.28.020. C O R P O R A T E  I N S U R A N C E  CREDIT. (a) T h e r e  is 

es t a b li sh ed  a credit for co rp orations of fe rin g d i s a b i l i t y  i n s u r a n c e  to 

their employees. A  c o r p o r a t i o n  that

(1) has o n e  o r  m o r e  full-time e q u i v a l e n t  e m p l o y e e s
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1 u n r e l a t e d  to its sh ar eholders but no m ore than 50 suc h employees

2 c a l c u l a t e d  o n  an average ann ua l basis;

3 (2) has not in any one of the prec ed ing  three years made an

4 e x p e n d i t u r e  for the full or  p a r t i a l  payment of pr emiums for a disabil-
%

5 ity i n s u r a n c e  pl a n  c o v e r i n g  any of its then employees; and

6 (3) makes a d i s a b i l i t y  insurance p r em ium  e xp e n d i t u r e  for a
t

7 d i s a b i l i t y  insurance p l a n  that is available to at least all of its

8 f u l l -ti me  employees, shall be allo we d a credit against its excise due

9 u n d e r  this chapter in e a c h  of the first two years it m a ke s s uc h  a

10 d i s a b i l i t y  insurance p r e m i u m  expenditure.

11 (b) T h e  amount of the credit in the first y e a r  shall be 20
L >

12 p e r ce nt of the entire amount of the di sability insu ran ce  p r e m i u m

13 e x p e n d i t u r e  made by the c o r p o r a t i o n  in the first y e a r  and  10 percent

14 of the d is ab i l i t y  ins ur an ce  p r e m i u m  e xpenditure m a d e  by the corpo-

15 r a t i o n  i n  the second year. To be eligible to receive the credit, the

16 d i s a b i l i t y  insurance p r e m i u m  expend it ur e of the c o r p o r a t i o n  must equal

17 at least 50 percent of the total cost of the pr em iu ms  for the disabil-

18 ity i n s u ra nc e p l a n  m a d e  a v a i la bl e to its employees. In this section,

19 "un r e l a t e d "  means not h a v i n g  the familial rel at i o n s h i p  of spouse,

20 mother, father, or child.

21 *  Sec. 6. (a) The d i r e c t o r  to the d ivi s i o n  of in surance shall conduct

22 a st udy  an d e x a m i n a t i o n  of n o n g r o u p  and Me di ca re  s up ple me nt ar y h e a l t h  care

23 p r o g r a m s  o f f e r e d  by n o n pr ofi t ho sp i t a l  and medi cal  serv ice  corporations

24 o r g a n i z e d  u n d e r  AS 21.87, by h e a l t h  insurance companies o p e r a t i n g  u nder

25 A S  21.09, b y  p r e f e r r e d  p r o v i d e r  organizations, by s e l f - i n s u r e d  employee

26 w e l f a r e  b e n e f i t  plans, b y  t h i r d -pa rt y administrators, an d b y  h e a l t h  claims

27 a d m i n i s t r a t i o n  programs.

28 (b) T h e  di re ct or  s hall study the ne e d  for, the a v a i l a b i l i t y  of, the

29 fi n a n c i n g  for, and s u p p o r t i v e  gov er nm ent al  i ncentives a va i l a b l e  for
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1 nongroup and Medicare supplementary he al t h  care programs in the state. The

2 director shall conduct a n  audit of nongroup and Medicare supplementary

3 h ea l t h  care programs o ff ere d by nonprofit h os pital and medical service

4 corporations. The audits shall determine and examine the losses from 1977

5 through 1987 attributable to the programs and the financial impact of the

6 statutory responsibilities and benefits co nferred on the nonprofit hospital

7 and medical corporations.

8 (c) The director m a y  request assistance from other state agencies in

9 the performance of duties imposed under this section. All nonprofit hospi-

10 tal and medic al  service corporations, h e a l t h  maintenance organizations,

11 hea lt h insurance companies, preferred p rov id er  organizations, self-insured

12 employee welfare benefit plans, third-party administrators, and health

13 claims administration programs referred to i n  (a) of this section shall

14 cooperate w it h  and make all information available to the director in the 

13 performance of the study and examination. A n  organization voluntarily

16 providing trade secret or commercial or financial information to the direc-

17 tor may request that the information be m a in ta in ed as confidential informa-

18 tion by the director. Information provided that is accepted by the direc-

19 tor as confidential ma y not be considered a public record under AS 09.25.-

20 110 or 09.25.120.

21 (d) The director shall make an interim report on the results of the

22 study and examination to the legislature by July 1, 1989, and shall submit

23 a final report not later than October 1, 1989. All nonprofit hospital and

24 medical service corporations, health maintenance organizations, he al t h

25 insurance companies, preferred provider organizations, self-insured employ-

26 ee welfare benefit plans, third-party administrators, and health claims

27 administration programs shall have an o pportunity to review and comment on

28 the interim and final reports 30 days before submission to the legislature.

29 These comments shall be incorporated in the report.
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1 * Sec. 7. (a) There is e s t a b l i s h e d  a Special Co mm i s s i o n  o n  H e a l t h

2 Insurance Reform. The commi ss ion  consists of a representative of a non-

3 profit hospital and medical service corporation, a rep re se nt ati ve  of the

4 Department of Law, a r e p r es en ta tiv e of health care consumer gro up s to be

5 appointed by the governor, a rep re se nt ati ve  of h ea l t h  m a i n t e n a n c e  organiza-

6 cions to be appointed by the governor, and a chairman to be ap p o i n t e d  by

7 the governor. The commission shall be appointed with in  30 days of the

8 effective date of this secti on  and shall be charged w i t h  e x a m i n i n g  and

9 determining what alternatives, if any, exist to provide ci tizens of the

10 state w i t h  a n  improved he a l t h  car e delivery and h ea l t h  care insurance

11 system, by improving the co mp eti ti ve  environment in the h e a l t h  insurance

12 system, and the affordability and availability of actuaria ll y s o u n d  non-

13 group and M edicare supplementary h e a l t h  insurance coverage. The co mmi s s i o n

14 shall consult wit h hea l t h  care c on s u m e r  groups regarding the study and

15 examination before u n d e rt aki ng  it. The commission shall also study the

16 implications of the p rovisions of this Act relative to p r e f e r r e d  p r o v i d e r

17 arrangements and relative to the relationship betw ee n n o n p a r t i c i p a t i n g

18 providers and hospital and m e d i c a l  service corporations; the study shall be

19 completed before the effective date of this Act. Before m a k i n g  recommenda-

20 tions to the governor, the c o m m i s s i o n  shall consult w i t h  h e a l t h  care con-

21 sumer groups regarding its r eco mm endations and shall give the groups an

22 opportunity to respond at pub li c heari ng and in writing. A  w r i t t e n  re-

23 sponse shall be incorporated in the commission's final report.

24 (b) The commission shall mak e  its recommendations to the g o v e r n o r  and

25 the legislature before O c t o b e r  1, 1989, and shall issue a final report

26 before N ov ember 15, 1989. The report of the- c o mmi ss io n shall include

27 recommendations concerning m a i n t e n a n c e  of the current status by  n o n pr of it

28 hospital and medical service corporations, alternative m e t h o d s  to fulfill

29 to the insurer of last resort responsibilities of the n o n p r o f i t  ho sp i t a l
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1 and m e d i c a l  aervice c o r p o r at io ns,  if needed, or r e o r g a n i z a t i o n  of these

2 c o r p o r a t i o n s  as a m u t u a l  i n s u r a n c e  company u n d e r  AS 21.69.

3 *  Sec. 8. (a) T h i s  s e c t i o n  applies to the u n c o m p e n s a t e d  car e pool

4 u n t i l  the D i s a b i l i t y  I n s u r a n c e  A u t ho ri ty  assum es  r e s p o n s i b i l i t y  for manag-

5 ing  th e u n c o m p e n s a t e d  care p oo l  on O c t o b e r  1, 1989. The R a t e - s e t t i n g

6 C o m m i s s i o n  shall c a l c u l a t e  e a c h  acute h o s p i t a l ' s  net e s t i m a t e d  l i a b il it y to

7 the u n c o m p e n s a t e d  care pool  u s i n g  the same da t a  and  e s t i m a t e s  that the

8 R a t e - s e t t i n g  C o m m i s s i o n  uses to calculate the u n i f o r m  a l l o w a n c e  for uncom-

9 p e n s a t e d  care. Th e c o m m i s s i o n  shall n o t i f y  the h o s p i t a l  and the pool's

10 a d m i n i s t r a t i v e  agent of the e stimated net li ability to the pool, o r  adjust-

11 m en t  of the liability, no later than 30 days in ad v a n c e  of the first peri-

12 o d i c  payme nt  and 15 days  in advance of any su bs e q u e n t  a dj us t m e n t  to the

13 p e r i o d i c  p a y m e n t .

14 (b) The c o m m i s s i o n  shall e s t a b l i s h  an i n t e r i m  p a y m e n t s  s y s t e m  to

15 a s s u r e  p er io di c p a y m e n t s  of es timated liabili ti es to and f rom th e pool.

16 A c u t e  hos pi ta ls  that ha v e  an  e st imated an nua l net l i a b i l i t y  to the pool

17 s ha ll be r eq ui re d to pay  m o n t h l y  a p e r c e n t a g e  of t h e i r  e s t i m a t e d  net annual

18 lia b i l i t y  to the p oo l  that w il l  ensure that the full a nnu a l  net liability

19 is paid, and a cute h o s p i t a l s  to w h i c h  the poo l owes a n  e s t i m a t e d  net li-

20 a b i l i t y  shall r e c e i v e  m o n t h l y  from the pool a p e r c e n t a g e  of the estimated

21 a n n u a l  net liabi li ty  that w il l  ensure that the full a n n u a l  net l ia bility is

22 received. E a c h  h o s p i t a l ' s  payments to or from the v o l u n t a r y  u n c o m p e n s a t e d

23 care pool in o p e r a t i o n  fro m October 1, 1988, u n t i l  the  e f f e c t i v e  date of

24 this sectio n shall be c re d i t e d  against its net l i a b i l i t y  to o r  from the

25 pool.

26 (c) The c o m m i s s i o n  shall contract w i t h  a n o n p r o f i t  h o s p i t a l  service

27 c o r p o r a t i o n  to act as its a d m i ni str at iv e agent for p a y m e n t s  to a n d  from the

28 pool. The agent shall m a i n t a i n  any ca s h  b a l a n c e  i n  the  p o o l  i n  a se parate

29 i nt er est - b e a r i n g  account a nd  any int er es t o n  this a c c o u n t  s h a l l  be ap p l i e d

S B0 52 0a  -81- SB 520



1 to the final settlement of the pool. The agent shall disburse payments

2 d ete r m i n e d  by  the c o m m i s s i o n  u nder (d) of this section. The agent shall

3 p r o vi de  the comm is si on w i t h  the detail of m o nt hly  receipts to and payments

4 from the p o o l  at the e n d  of each monthly period, including the na m e  of any

5 acute h o s p i t a l  that d id  not m ake its scheduled periodic payment to the

6 pool. U p o n  p ro p e r  n o t i f i c a t i o n  by the agent and verification by the cora-

7 mission, the c omm is si on  shall instruct the agent to offset pa yments on

8 h os pit al  claims from the agent in the amount of the payment o we d  to the

9 pool, plus a surcharge of five percent on that amount, and to tr ansfer the

10 w i t h h e l d  funds into the pool.

11 (d) The agent m a y  not make periodic p ay-outs from the pool in excess

12 of the m o n e y  that has b e e n  p aid into the pool for the same period. E a c h

13 acute h o s p i t a l  ha vi ng an estimated net liability to the pool shall ma k e

14 payment to the agent o n  the first day of each month. On  the 15th of e a c h

15 month, the agent shall ma k e  payment to each h os p i t a l  that is to receive a

16 p eri od ic  payment for an amount equal to the pool's periodic net liability

17 to the h os p i t a l  m u l t i p l i e d  by the lesser of (1) one, or (2) the ratio of

18 the po ol 's total receipts to the pool's total expected receipts for that

19 period; except that a late payment to the p o o l  made in one p e r i o d  for a

20 p r ior  p e r i o d  shall be a dded on a pro rata basis to the next pe ri o d i c  pay-

21 ment to hospitals.

22 (e) The n onprofit ho spital service c o r p o rat io n shall, w h e n  act ing

23 u p o n  the instructions of the commission and as its a dm inistrative agency,

24 be immune from all liability, legal actions, damages, or o t h e r  p en alties

25 for a d m i n i s t r a t i o n  of the pool, except for its own fraudulent o r  ne gligent

26 acts. If the agent offsets claims payments as ordered by the commission,

27 it is n ot  in  b re a c h  of contract, and hospitals to w h i c h  payment is offset

28 u nder o r d e r  of the c om mi s s i o n  must serve all membe rs and subscribers of the

29 non-pr ofi t ho spital service corporation u n d e r  hospital agreements t h e n  in
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effect. For the cost of administering the pool for the fiscal years ending 

October 1, 1989, and October 1, 1990, the commission may pay the reasonable 

costs of the administrative agent.

(f) A n  independent audit of the agent's administration of the pool 

shall be conducted annually and reported to the commission.

* Sec. 9. The director of the division of insurance shall, subject to 

legislative appropriation, contract for a comprehensive, six-year study of 

the impact of mandatory disability care in the state as required by this 

Act. The study shall include projected costs to the state for the f o l l o w­

ing programs: the establishment of voluntary incentives for small b u s i­

ness, including technical assistance grants, tax credits, the health i n s u r­

ance hardship trust fund, and a n  experimental project of state br okering 

he a l t h  care for small business; the state's share of the uncompensated care 

pool; the operation of the Disability Insurance Authority; all pilot p r o­

grams established to provide h ea l t h  care coverage to the uninsured; all

costs to the state, beginning in 1993, for providing hea lt h care to those

individuals not otherwise provided for, including demographic information 

relative to individuals; and the assumption of all hospital costs of g e n­

eral relief recipients. The study shall also

(1) assess the costs to all colleges and universities, students, 

and the state associated with the implementation of mandatory disability 

insurance coverage for college students;

(2) assess the economic impact of mandatory he al th  care coverage 

on  the cost of doing business in the state and the effect, if any, o n  the 

competitiveness of Alaska firms;

(3) include the projected costs to the state for the Me di c a i d  

program, including any changes to the existing program as provided i n  the 

study; and

(4) provide not less than one periodic report ea c h  year to the 
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1 legislature.

2 * Sec. 10. T he  Disability Insurance A u t h o r i t y  shall e s t a b l i s h  an ac-

3 count f or  the purposes of addressing the critical labor sho r t a g e  facing

4 hospitals. The account shall be a d m i n i s t e r e d  by the a ut hority a c c or di ng to

5 r eg ul ations adopt ed  by the authority and approved by the c om mi s s i o n e r  of

6 administration. Projects financed t h r o u g h  the account shall inclu de  train*

7 ing of health care workers, the development of career ladders w i t h i n  the

8 h e a l t h  care professions, and the estab li sh men t of day care programs at

9 h o s pi ta ls  and o ther h ea l t h  care facilities. Funds for this acco un t shall

10 be  p ro vi ded  for by an assessment on e a c h  acute care h o s p i t a l  equal to

11 1/10 of one percent of the gross pati en t service revenue of the hospital.

12 * Sec. 11. (a) The commissioner of he al t h  an d social s ervices shall,

13 by J u l y  1, 1989, develop criteria r e g a r d i n g  the i d e n t i f i c a t i o n  and desig-

14 n a t i o n  of med ic all y underserved and h e a l t h  m an po w e r  shortage areas in the

15 state.

16 (b) The c om mi ssioner of hea lt h and  social services shall convene and

17 chair a task force that shall include the co mmi ssioner of education, the

18 c ha irm an  of the Univer si ty  of Alas ka  B o a r d  of Regents, and repr es en tat iv es

19 from state h i g h e r  education, and any o t h e r  groups the c o m m i s s i o n e r  deter-

20 m ines appropriate. The task force shall, by July 1, 1989, re po rt ba c k  to

21 the legislature on recommendations for l egislation w i t h  respec t to the

22 development of a state Health Service Corps. The r e c o m m e n da ti ons  shall

23 include

24 (1) a p r o vi si on whereby individuals e nrolled in m e d i c a l  schools

25 w h o s e  e du cation is supported by state funds shall be r e q u i r e d  to sign a

26 contract w h e reb y the student agrees to a service or m o n e t a r y  payback; the

27 service p a y ba ck shall be completed in p la cement sites or a re as  desig na te d

28 and approved by  the commissioner u n d e r  this section;

29 (2) guidelines regarding th e d u r a t i o n  of the s e rv ice  p a y b a c k  and
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1 t h e  amount of alte rn at iv e m o n e t a r y  payback;

2 (3) a p r o v i s i o n  w h e r e b y  individuals e n r o l l e d  in medi ca l schools

3 w h o s e  e d u c a t i o n  is supp or ted  by state funds shall be re qu ir ed to register

4 w i t h  the state as a p r o v i d e r  in the state's M e d i c a i d  p r o g r a m  for the same

5 n u m b e r  of years as the p h y s i c i a n  r ec ei ve d state f i n a n c i a l  assistance.

6 * Sec. 12. (a) There is e s t a b l i s h e d  a special c o m m i s s i o n  to consist of

7 the c o m mis si on er  of administration, the c om mis s i o n e r  of h ea l t h  and  social

8 services, the d i r e c t o r  of the d i v i s i o n  of insurance, a represen ta tiv e of

9 the L if e  In surance A s s o c i a t i o n  of Alaska, a r e p r e s e n t a t i v e  of the Hospital

10 A s s o c i a t i o n  of Alaska, a r e p r e s e n t a t i v e  of the A l a s k a  Medi cal  Society, a

11 m e m b e r  of the bu siness roundtable, a r e p r e se nt at ive  of the A l a s k a  Federa-

12 tion  of N u r si ng  Homes, a r e p r e s e n t a t i v e  of the A l a s k a  Le ag ue  of Community

13 of H e a l t h  Centers, a r e p r e s e n t a t i v e  of the A l a s k a  A s s o c i a t i o n  of H e a l t h

14 Ma in te nan ce  O r g a n iza ti on s,  an d a recipient of Medicaid; however, each

15 r ep resentative shall be d e s i g n a t e d  by the r e s p e c t i v e  or ga ni z a t i o n  repre-

16 s e n t e d  a n d  t h e  M e d i c a i d  r e c i p i e n t  S h a l l  b e  a p p o i n t e d  b y  t h e  g o v e r n o r .

17 (b) The co mm i s s i o n  is a u t h o r i z e d  and d i r e c t e d  to investigate, study,

18 and prepare p l a n s  r elative to the complete or p a r t i a l  con so li da tio n of the

19 M e d i c a i d  program, the D i s a b i l i t y  In surance Aut ho r i t y ,  and the G r o u p  Insur-

2 0  ance Commission. The c o m m i s s i o n  ma y travel w i t h i n  the state a nd  ma y con-

2 1  duct public hearings. The  c o m m i s s i o n  shall file its r e c o m me nde d plan,

22 inc luding r e c o m men de d legislation, re garding a co ns o l i d a t i o n  w i t h  the

23 legislature n o t  later t h a n  J a n ua ry  1, 1990. T h e  p l a n  shall conta in  a

24  p ro posal c a p ab le  of b e i n g  im p l e m e n t e d  on Jul y 1, 1990, if the re com me nd ed

25 legislation is enacted. The  c o m m i s s i o n  shall d e v e l o p  r eco mm endations to

26 allow the sta te  to u t i l i z e  r es ources more  e f f i c i e n t l y  t h ro ug h the exerc is e

27 of co ns o l i d a t e d  p u r c h a s i n g  power, without j e o p a r d i z i n g  the quality of

28 m ed ic al  care p r o v i d e d  to p a r t i c i p a n t s  in the M e d i c a i d  program, the Disabil-

29 ity Insurance Authority, an d the G r o u p  I n s u ran ce  Commission.
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1 * Sec. 13. If federal l e g i sl ati on  is enacted e sta b l i s h i n g  a national

2 h e a l t h  insurance program, the D is ab i l i t y  Insurance Au t h o r i t y  shall, within

3 60 days of the enactment, submit a report to the legislature analyzing the 

A rela ti on sh ip of the national p r o g r a m  to the programs of the authority and

5 r eco mmending legislation to elim in at e duplication b e t w e e n  the state and

6 n at ional programs or to p r ovi de  that the programs are coordinated in a

7 m a n n e r  as to promote maximum, cost-efficient access to he al t h  care for the

8 citizens of the state.

9 * Sec. 14. Th e Rate -se tt in g Commi ss io n is a uth o r i z e d  and directed to

10 study the desirability and feasibility of establishing reasonable maximum

11 rates of reimbursement that nu r s i n g  pools may charge. The commission shall

12 file a report of the study, including recommended legislation, if any, with

13 the legislature by October 1, 1989.

14 * Sec. 15. Th e commissioner of heal th  and social services is authorized

15 and direc te d to study the d e si rab il it y and feas ib il it y of establishing

16 m i n i m u m  standards for the r eg is t r a t i o n  and o p e ra ti on of nursing pools. The

17 commissioner shall file a report of the study, inc lu din g recommended legis-

18 lation, if any, w i t h  jthe legislature by October 1, 1990.

19 * Sec. 16. TEMPORARY R E V E N U E  ADJUSTMENT, (a) For all acute care hos-

20 pitals, ex cluding a comprehensive cancer center as defi ne d in AS 18.21.900

21 and an acute care hospital that predominantly limits its admissions to

22 patients under active d ia gnosis and treatment of eye, ears, nose and

23 throat, app roved gross patie nt service revenue for fiscal years 1989, 1990,

24 and 1991, shall be dete rm in ed u n d e r  AS 18.21.040 - 18.21.130.

25 (b) A  comprehensive canc er  center may, at its option, elect to be

26 exempt from AS 18.21.040 - 18.21.130 and establish, prospectively and

27 retrospectively, its ap pr o v e d  gross patient servi ce  revenue, its Blue Cross

28 rate of payment and co mpliance w i t h  approved gross patient service revenue

29 under AS  18.21.240.
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1 (c) A  hospital that predominantly limits its admissions to patients

2 under active diagnosis and treatment of eye, ears, nose and throat, may, at

3 its option, elect to be exempt from AS 18.21.040 - 18.21.130, and estab-

4 lish, prospectively and retrospectively, its approved gross patient service

5 revenue, its Blue Cross rate of payment and compliance with approved gross

6 patient service revenue under AS 18.21.250.

7 * Sec. 17. The division of insurance is direct ed  to require all health

8 insurers and health maintenance organizations d oi ng  business in the state

9 to identify persons who are recipients of medical assistance, or who are

10 responsible for supporting a recipient, and w ho  are also beneficiaries

11 under any policy for health insurance or parties to any health maintenance

12 contract in force and effect in the state. The Department of He al th and

13 Social Services shall provide information to the extent sufficient to allow

14 insurers to identify these persons. This information shall be made avail-

15 able by insurers and health maintenance organizations and by the department

16 only for the purposes of and to the extent n ecessary for identifying these

17 persons. A  health insurer or he a l t h  maintenance organization that complies

18 with this section may not be hel d liable in a civil or criminal action or

19 proceedings brought by a beneficiary or member on  account of compliance.

20 The div ision shall further direct all health insurers and health mainte-

21 nance organizations doing business in the state to participate w i t h  the

22 department in any procedure, including but not limited to automated file

23 matches, conducted under the d irection of the department for the purpose of

24 identifying those persons who are recipients of medical assistance, or who

25 are responsible for supporting the recipients, and who are also benefi-

26 ciaries un de r a policy for health insurance or parties to a health mainte-

27 nance contract in force in the state. Participation in a procedure by a

28 health insurer or health maintenance organization doing business in the

29 state shall include but shall not be limited to reasonable financial
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1 p a r t i ci pa ti on  in the cost of the procedure.

2 * Sec. 18. This Act takes effect July 1, 1988.
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