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SENATE BILL NO. 9
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY SENATORS KERTTULA. Lincoln

Halet 148
et HES, LAC. FIN

A BILL
FOR AN ACT ENTITLED

"An Act relating to health insurance; and providing for an effective date."”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section I. LEGISLATIVE FINDINGS AND INTENT, (a) The legislature finds that
(1) access by residents to basic health care services is a natural, essential, and
unalienable right that is protected by art. VII, sec. 4, of the Constitution of the State of
Alaska;
(2) many small employers in the state cannot afford to provide health insurance
for their employees;
(3) the state can improve the health care services available to employees and
otherresidents of the state who are uninsured or underinsured,;
(4) many residents under 65 years of age lack access to basic health care
services because they are not able to purchase health care insurance at a reasonable price or
because they are restricted from purchasing health insurance by the practices of the insurance

industry;
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1 (S) lack of access to health care negatively affects the health status of the
2 uninsured by the delay or lack of medical treatment, thereby increasing the incidence of
3 disease and illness in the state;

4 (6) the cost of providing hospital care to the uninsured is a burden on all health
5 care consumers and certain businesses in the state.

6 (b) It is the intent of the legislature to promote the accessibility of health care services
7 for all of the state’s citizens, a public purpose for which public money may be expended.

8 *Sec. 2. AS 21 is amended by adding a new chapter to read:

9 CHAPTER 56. STATE HEALTH INSURANCE.

10 ARTICLE 1 HEALTH INSURANCE AUTHORITY.

1 Sec. 21.56.010. CREATION AND PURPOSE, (a) The Health Insurance
12 Authority is established. The authority is a public corporation and an instrumentality
13 of the state in the Department of Commerce and Economic Development but has a
14 legal existence independent of and separate from the state.

15 (b) The purpose of the authority is to provide, on a basis calculated to reduce
16 or contain the costs of the program, a program of health insurance coverage for
17 eligible residents of the state who are not otherwise covered by a health insurance
18 plan, a self-insurance health plan, a medical assistance program, or another plan or
19 program that provides for payment by a third-party payor for health care services.

20 Sec. 21.56.020. BOARD OF DIRECTORS, (a) The authority is governed by
21 a board of seven directors. The directors are the commissioner of commerce and
22 economic development, the commissioner of health and social services, the director of
23 the division of insurance, a representative of the insurance industry, a representative
24 of health care providers, and two representatives of enrollees, appointed by the
25 governor.

26 (b) Members of the board who represent the insurance industry, health care
27 providers, and enrollees serve staggered terms of four years. A vacancy in a
28 directorship shall be filled for the unexpired term in the same manner as the original
29 appointment.

30 (c) The directors must be state residents and shall comply with the
31 requirements of AS 3050 (Conflict of Interest). The directors of the authority serve
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without compensation, but are entitled to travel and per diem expenses authorized by
law for stale boards and commissions under AS 39.20.180.

Sec. 21.56.030. APPOINTMENT AND POWERS OF EXECUTIVE
DIRECTOR. The board shall appoint an executive director of the authority who serves
at the pleasure of the board and may be removed by the board at any time. The
executive director must have educational qualifications and administrative and other
experience that the board determines to be necessary for the performance of the duties
of executive director. The executive director shall appoint and may remove agents and
subordinate officers that the executive director considers necessary and may establish
divisions and subdivisions within the authority. The position of executive director is
in the exempt service.

Sec. 21.56.040. DEPUTY EXECUTIVE DIRECTOR. The executive director
shall appoint a person to serve as deputy executive director of the authority. The
deputy executive director shall perform the duties that the executive director
determines and shall, in the case of a vacancy in the office of executive director and
during the executive director’s absence or disability, exercise the powers and perform
the duties of that office. The deputy executive director must have educational
qualifications and administrative and other experience that the executive director
determines to be necessary for the performance of the duties of deputy executive
director. The position of deputy executive director is in the exempt service.

Sec. 21.56.050. GENERAL POWERS. The authority may

(1) adopt regulations to implement this chapter;

(2) make contracts and execute all instruments necessary or convenient
for carrying out its business;

(3) acquire, own, hold, dispose of, and encumber personal property and
lease real property in the exercise of its powers;

(4) enter into agreements or transactions with a federal, state, or
municipal agency, or other public institution, or with a private individual, partnership,
firm, corporation, association, or other entity;

(5) procure insurance in connection with its duties in the amounts and

from insurers as may be necessary or desirable;
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, (#) provfcte i health insurance program through the purchase of health
insurance plana fIRvh the private sector, including managed health care plans; the
fliuHdal silumprtDni underlying these purchasing arrangements shall be made on an
aetuerieUy sound basis;

(7) design and revise a basic schedule of health care services that
enrollees hi the health insurance program are entitled to receive, including those
services that are typically included in employer sponsored health benefit plans in the
state; the authority may adopt schedules of covered health care services that differ
from the basic schedule and that apply to specific classes of enrollees;

(8) provide a health insurance plan for individuals who are uninsured;
the health insurance shall emphasize preventative and primary care by requiring
nominal copayments for that coverage, and, shall deemphasize inpatient hospital care
by requiring a large deductible and copayment for that coverage;

(9) provide a group health insurance plan to employers who have at
least one but not more than 15 full-time employees and who have not offered a group
health insurance plan to their employees within the previous year;

(10) negotiate with hospitals in the state to obtain a discount on charges
for inpatient and outpatient care;

(11) maintain a prudent level of reserve funds to protect the solvency
of the health insurance fund established under AS 21.56.080; and

(12) conduct studies concerning the status of health care in the state,
including the effect on consumers and businesses of programs established under this
chapter.

Sec. 21.56.060. TYPES OF INSURANCE PLANS, (a) The authority shall
make available health care insurance to all eligible residents who are not covered by
a health insurance plan, a self-insurance plan, or the medical assistance program under
AS 47.07. The authority may not operate as an insurance company but shall make
health insurance plans available to eligible residents of the state through the purchase
of health insurance plans, including managed health care plans, from private health
insurance companies. The authority shall endeavor to purchase health insurance plans

in an economical manner and shall enroll individuals in managed health care plans
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when practical.

(b) The authority shall make available group health insurance for employees
and dependents to an employer who has at least one but not more than 15 full-time
employees, who elects to participate, and whose employees have not participated in a
group health insurance plan in the [JE\ACLB V. Gﬂ,pl’Hﬂh irsurate Sl be
made available by the purchase OF graLp redth irsrace dars framele health
insurers.  The authaity nay recuire evdoas patidpating in tre gop hedth
inurae dan toarnbue Yo o 30 maat of tre pemumast of tre insuae
Anendoyer wodedts o particicete met avdl & ket 7 parcart of tre fulline
arpoyess of tre endoyer intre hedth irerae dan dffersd by tre autinrity,

S 215600 PURCHASE CF INSLRANE, @ Tre authority <l

(1) aigect togyaopidion regptiate vithad pudress, an tre ems
tret itaosichs ole intre et inarest of tre authonty ad itserdless, frambedith
iInurae aompanies licassd in this g pdides of gap gpred o Haket
irsrae poiding hogitd, sugicd, medicd, ad dfer heetth irsuraree berdfits
cowring dl digide resichts ad their dysarohnts rot edled ina beith irsurane
dan sEfHrsuane Fedth dan o tre nedd assistae poyam

@ eenie dl age@ts ar aotradts partaining o te pdides ar
anechets o tremfar ad an behbdif ad intre rene o tre authanty; tre authority
nay reptiate a aotradt for a et exassding three years et it cosicks to ke
the nust adentageaLs o tre athority and its envlless

© ehaa © aotradt with hedlth irsrae campanies aly far
nareged hedlth care dars ar far hedlth insurae dars trat enpdoy atrer netihock to
reclee aosts of Fedth care savicess

(4) offer an individual enrollee a choice of at least two plans providing
Fedth e insurance benefits; not more than 30 percent of the enrollees may be

ardled ina hedth insurance plan of a single health insurance company, unless the

aﬂn"rly cBtEMres tek it is in the best interest of enrollees to enroll more than 30

[IH’(H’td: ardles ina health insurance plan of a single health insurance company;
@ ﬁi}I regulations regarding eligibility criteria, enrollment,

contribution, and termination policies;
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(6) establish procedures by which individuals who participate or are
seeking to participate in the health insurance program of the authority may appeal
determinations of noneligibility, enroliment, contribution, and termination;

(7) allow, on an annual basis, an opportunity for enrollees to transfer
their enrollments among participating health insurance plans;

(8) establish a schedule of premium contributions, copayments,
deductibles, or coinsurance amounts to be paid by individual enrollees and for group
health insurance purchased by the authority; the schedule must establish a sliding scale
of payments for enrollees based on family income and size and other factors
determined to be appropriate by the authority; the schedule must require enrollees to
pay 100 percent of the premium contributions if their income substantially exceeds the
nonfarm poverty guidelines of the United States Office of Management and Budget;

(9) in coordination with the Department of Revenue, allow an enrollee
to annually contribute the enrollee’s permanent fund dividend towards the premium
amount paid by the individual enrollee; and

(10) require a health insurance company that provides health care
benefits under this chapter to establish grievance procedures that are approved by the
authority.

(b) A health insurance plan provided by the authority to its enrollees through
a contract with a health insurance company shall provide a reasonable range of health
care services to enrollees, access to an adequate range of health care providers, and at
a minimum, the following benefits:

(1) inpatient and outpatient acute hospital services;

(2) inpatient and outpatient physician services;

(3) diagnostic and screening tests;

(4) preventive care;

(5) prenatal and well-baby care; and

(6) medically necessary emergency health services.

Sec. 21.56.075. PREMIUM SUBSIDY. An employer who elects to participate
in the group health insurance offered by the authority and who in the previous calendar

year had a net business income Of less than $20,000 as verified by federal income tax

o} 884949a
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returns, shall receive a premium subsidy of the employer’s contribution equal to the

following:

(1) in the first year of participation, 0 percent of the employer’s
contribution;

@ intre ssood year of partiapation 25 peraat of tre enployer’s

artriutian

Sec 2156080 HEALTH INSLRANCE RUND - Tre hedith irsurance furd
IS estadided & a sgaae acoout in tre gered fud Tre fud dHl [
achiristered by te authority ad weed to purdese insurance undr AS 2156070
Tre fudarssts of gyouiatios by te lejdatead pivee gats o
aotributios

Sc 2156250, DEANITIONS In this drepter,

() "authoity' neas treHdth Inuae Adiaity  aedted in
AS 2156000,

@ "digble resicent’ neas areIcHt WIS less tren years of e
ad wee gass famly inone & tre tine of ardinat is less then tae te
norfam poverty quicklires of the Urited States Office of Miregenent ad BLotgt

@ "enrdlled’ nears a s wWo beoones a nener of anirsurane
progamof tre authonty either indvidlally ar as a e of a family;

@ "ful-tire enployeg’ neas anenpoyee Wowarks nare tend)
hours inavek

® "rethcare senvicss' nears ydies care, adsenices of edicdl,
Surgicl, aptenetric; cbntal, poclatric dnirgoradtic; peydHiatric, thergpeutic diagostic
peetie edilitive sypotive o giatric rdue induding inpetient and
aueiat aue hogatd care and senices, ad sevicess proviced by a community
hegtth canter;, ar by a hedth naintenence agpnizatian

(6) "health insurance™ means an individual or group contract or other
[dan pm'drg QOEIE Of health care services that is issued by a health insurance
oAy, a hogata Sevice corporation, a medical service corporation, or a health
maneee atanizatiat "hedth insurance” includes disability insurance under
AS 2112050,
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(7) "health irauaace company"” means a company that m m ri in the

(8) "health mamtenance organization” means a company that provides
or arranges for the provision of health care services to enrolled members in exchange
primarily for a prepaid per capita or aggregate fixed sum;

(9)  "hospital service corporation” has the meaning giVen in
AS 21.87.330;

(10) "managed health care plan” means a health insurance plan that
provides or arranges for, supervises and coordinates health care services to enrolled
participants, including plans administered by health maintenance organizations and
preferred provider organizations;

(11)  "medical service corporation" has the meaning given in
AS 21.87.330;

(12) "resident” means a person living in the state as defined by the
authority by regulation; it does not include a person who moved to the state for the
sole purpose of securing health insurance under this chapter; confinement of a person
in a nursing home, hospital, or other medical institution in the state is not by itself
sufficient to qualify the person as a resident.

* Sec. 3. AS 36.30.015(e) is amended to read:

(e) The board of directors of the Alaska Railroad Corporation [AND THE

BOARD OF DIRECTORS OF] the Alaska Aerospace Development Corporation, and
the Health Insurance Authority shall adopt procedures to govern the procurement of
supplies, services, professional services, and construction. The procedures must be
substantially equivalent to the procedures prescribed in this chapter and in regulations
adopted under this chapter.

* Sec. 4. AS 36.30.850(b) is amended by adding a new paragraph to read:

(30) contracts of the Health Insurance Authority (AS 21.56).

*Sec. 5. AS 39.25.110 is amended byadding a new paragraph to read:

(30) the executive director, deputy executive director, and other staff
of the Health Insurance Authority.

* Sec. 6. AS 39.50.200(b) is amended by adding a new paragraph to read:
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(55) Health Insurance Authority (AS 21.56)

* Sec 7. PHASE-IN COVERAGE, (a) Notwithstanding AS 21.56.060, the Health
Insurance Authority shall, subject to appropriation, establish phase-in coverage for state health
insurance required by this Act on a regional, statewide, or population basis that is designed
to test the relative advantages and disadvantages of providing health insurance, particularly
managed health care plans, to persons lacking health insurance. Phase-in coverage shall be
established through contracts with health insurance companies, hospital service corporations,
medical service corporations, or health maintenance organizations. The authority shall use
[reeincoerae & [t of a dan opodck hedth irsurane o tre unineusd ananadily
adgadd beeis Freseincoverage ddl e purdresed far a periad rt toexcssd four years
coerae fourd by tre authority o ke an effidernt ad effective nethod of providing Feetth
care 2vicss o tre unirsured nay ke purdresad by tre autharity anapemarent besis, uclr
te provisias of AS 2L56

(9) Tre athoity dl reguire tet an irsurer with Widh it aontradts uchr this

sdion it amuly to tre atianity a rqaot of the cenogrgadnics and utlization (ettars
of teedles
*& 8 AVMSSIONCREATED @ Tre Gommissianan Heth Ineurae Rfam
isestedided 0
() exarire ad camire Wit dtareiives if ay, edst o podck atizas
of tre S with an inproved heelth care clivaty ad Fedlth care irsurae y8tEm)
@ moomad inpoanats 1o tre aonpetitive eMramat in tre hedth
Irerae 9stEm
© mvewtredfaddality adaaildality of aduandly sourd ragagpad
Midcre yygdeneniary hedth irsurae oerae ad
@ sudy tre ingdicatias of te provisias of this At rdative to prefaned
[ovch arataents ad ative ote atia s ip etveaorpartiapeting podcesad
hogatd ad nedcd senvice capoaias
O Tre cammission aossts of a rgaesaiaive of a raadit hospital or medical
AVice caporatian argaesaiaive of the Byoartn@t of Law, a representative of health care

QOrELN® 9Oy, a rgaesatAive of health maintenanceorganizations, and a chair, to be
goontsd by tre govam.
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1 (c) He oomminton Ihafl Make Its recommendations to the governor and the
2 legislature before October 1,1994, and shall issue a filial report before November 15,1994,
3 o fitd. 9. THANStTtON. The initially appointed members of the board of the Heilth
4 Insurance Authority that ate serving staggered terms, shall serve terms set by the governor
5under AS 39.05.055(2)

6 * Set. 19. Section 8 of this Act is repealed January 1, 1995.

1 e Sec.11. His Act takes effect July 1, 1993.
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