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M E M O R A N D U M April 19, 1976

SUBJECT: Changes made by Legislative
to CS HB 792

TO: House Commerce Committee

FROM: Joe Guthrie, Staff Attorney

Substantial Changes

T h e  m o s t  s u b s t a n t i a l  c h a n g e  w a s  e f f e c t e d  t o  S e c t i o n  3 o f  t h e  

b i l l .  T h e  v e r s i o n  o f  CS HB 792 a p p r o v e d  b y  t h e  c o m m i t t e e  

r e a d s  a s  f o l l o w s :  ( p a g e  2, l i n e s  2*1-29) "A m e d i c a l  oi

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  w h i c h  o f f e r s  f o r  s a l e  c o n t r a c t s  

i n  t h e  s t a t e  w h i c h  p r o v i d e  f o r  a  d e f i n i t e  o r  d e t e r m i n a b l e  

p a y m e n t  i n t e n d e d  t o  r e c o m p e n s e  a  p e r s o n  f o r  c o s t s  t h a t  a  

p e r s o n  i n c u r s  s h o u l d  t h a t  p e r s o n  r e c e i v e  h o s p i t a l  s e r v i c e s  

f o r  m o r e  t h a n  s e v e n  c o n s e c u t i v e  d a y s  o r  w h i c h  i n d e m n i f i e s  a  

p e r s o n  a g a i n s t  c o s t s  s o  i n c u r r e d  m u s t  a l s o  o f f e r  t o  i t s  

h o l d e r s  o f  s u c h  p o l i c i e s  i n  t h e  s t a t e  t h e  o p t i o n  t o  p u r c h a s e  

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

p a y m e n t  f o r . . . "  I u n d e r s t a n d  t h e  i n t e n t  o f  t h e  s p o n s o r  o f  

t h i s  b i l l  w a s  t o  r e q u i r e  e n t i t i e s  w h i c h  o f f e r  h o s p i t a l  

s e r v i c e s  t o  a l s o  o f f e r  t h e  c o n s u m e r  l e s s  c o s t l y  a l t e r n a t i v e s  

t o  h o s p i t a l  c a r e ,  i . e . ,  n u r s i n g  h o m e s ,  e t c .  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  m a y  o f f e r  i t s  s u b s c r i b e r s  h o s p i t a l  

s e r v i c e s  d i r e c t l y ,  u n d e r  AS 21.87.130 i n  a d d i t i o n  t o  i n d e m ­

n i f y i n g  t h e  s u b s c r i b e r  a g a i n s t  h o s p i t a l  c o s t s  i n c u r r e d  b y  

t h e  s u b s c r i b e r  u t i l i z i n g  h o s p i t a l s  w h i c h  h a v e  n o t  e n t e r e d  

i n t o  a  h o s p i t a l  s e r v i c e  a g r e e m e n t  w i t h  t h e  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  ( s e e  AS 21.87.130(2)). T h e  l a n g u a g e  o f  t h e  

v e r s i o n  o f  t h e  b i l l  a p p r o v e d  b y  t h e  c o m m i t t e e  c o u l d  b e  

c o n s t r u e d  a s  r e q u i r i n g  s e r v i c e  c o r p o r a t i o n s  o f f e r i n g  t h e  

s e r v i c e s  e n u m e r a t e d  i n  AS 21.87.120(3) ( i d e m n i t y  f o r  h o s ­

p i t a l  s e r v i c e s  w h i l e  u n d e r  t h e  c a r e  o f  a  m e d i c a l  s e r v i c e  

c o r p o r a t i o n  p h y s i c i a n )  a n d  a l s o  u n d e r  AS 21.87.130(2) 
( i n d e m n i t y  f o r  h o s p i t a l  s e r v i c e s  p r o v i d e d  t h e  s u b s c r i b e r  i n  

r . o n - p a r t i c i p a n t  h o s p i t a l s )  t o  a l s o  o f f e r  l e s s  c o s t l y  a l t e r n a ­

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

p r e c l u d e  a n  i n t e r p r e t a t i o n  t h a t  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 s  

w h i c h  o n l y  p r o v i d e  h o s p i t a l  s e r v i c e s  t o  s u b s c r i b e r s  t h r o u g h  

p a r t i c i p a n t  h o s p i t a l s  b e  r e q u i r e d  t o  o f f e r  t h e  c o n s u m e r  l e s 3  

c o s t l y  a l t e r n a t i v e s  t o  h o s p i t a l  c a r e .
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Due to the aforementioned problems, the bill as rewritten 
makes specific reference to the powers of the service 
corporations to provide or indemnify the provision of 
hospital services (AS 21.87.120(3) and AS 21.87.130(1) and 
(2)) and specifies that when those powers are exercised, the 
service corporation must offer less costly alternatives of 
hospital care to the consumer. Section *1 adds to the powers 
of the service corporations the power to idemnify the 
consumer against costs incurred by the receipt of less 
costly alternatives to hospital care, specified in Section 
135(a)(1) and (2) in the bill.

Non-substantlal Changes

The following changes were made in the interest of form and 
clarity. It is not thought that they are of a substantial 
nature. Lines 13 through 21 on page 1 are deleted for the 
reason that they would have no effect in the real world.
The title is changed in line 23 on page 1 and line 24 on 
page 2 to read REQUIRED OFFERINGS, since the bill Is not 
requiring that certain benefits be furnished to consumers if 
any benefits at all are to be furnished to consumers.
On lines 5 and 10, page 2, and on lines 6 and 11 on page 3, 
"and if the services are in response to the same illness or 
injury which cause the confinement in the hospital" is 
substituted for "for the same condition" in the interests of 
clarity. On page 1, line 25, the words "recompense a person 
for" has been removed and "pay" substituted in the interests 
of clarity.

J G :smh

c c : T e r r y  B u r m a n



M E M O R A N D U M F e b ru a ry  27, 1975

SUBJECT: Analysis of HS 792 (« .0 . #1691)

TO: Honorable Kathryn O straky

FROM: Brian Saylor
Research Analyst \
(Dictated but not resd)

The Long Term Care Task Force ietr-eended that health insurance con­
tracts written within the sta tii should o ffer coverage for less costly 
alternatives to 1ft?H t^t;«tal lea lth  care. Mentioned within the recom­
mendation were home health car.* and outpatient long tern care services 
(see LTC recoonendatlon #15.), This concept is  called “ progressive 
patient care* in the lite ra tu re . I f ,  fo r example, a patient no longer 
requires the Intensity of cart offered in an acute care In stitu tion , 
sk ille d  nursing services night be both more appropriate and less costly. 
(The cost of one acute care patient day 1s about $130 while the cost per 
day of sk ille d  care Is  approximately half that amount.) Sim ilar savings 
could be realized by offering heme health care as a substitute for 
sk ille d  nursing care. The progressive patient care concept can bo seen 
graphically In Figure 1.

1
i& 792 a tte s ts  to address th is problem. The h ill requires most health 
Insurance carriers within the state to offer a variety of benefits to 
policy holders which would allow reimbursement for services other than 
those provided by an In stitu tio n . Medical service corporations and 
hospital service corporations such as Blue Cross and Blue Shield, were 
omitted, probably by oversight.

Section 1 requires that a ll companies writing d isa b ility  policies 
Include le ss costly alternatives to hospital care 1rt the benefit package. 
Section 2 does the same with group p o lic ies. Under the b ill as now 
w ritten, no company would be able to o ffer anything less than a compre­
hensive benefit package to subscribers.

This requirement 1s not acceptable to either the director of Insurance 
or the representative fo r the L ife  Insurance Association (LIAA). Both 
tan suggest a better approach would be to require companies to o ffer the 
coverage to those who want to buy I t ,  but not oafce such comprehensive
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benefits a mandatory component of every policy sold 1n the state . This 
position 1s taken fo r two reasons:

1. the cost of the policy might become prohibitively high and 
may have the effect of driving some Insurance companies out of 
the state .

2. a mandatory benefit package does not allow for individual 
freedom of choice 1n purchasing p o lic ies.

Language which would be close to accomplishing the intended objective of 
encouraging progressive patient care night be:

Section 21.51.335,. REQUIRED BENEFITS, (a) A d isa b ility  Insurance 
ca rrie r which offers for sale policies within the state which provide 
fo r a defin ite payment to recompense a person fo r costs incurred should 
that person be hospitalized fo r bo re than seven consecutive days or 
which Indemnified a person against costs so Incurred must also o ffer for 
sale within that state insurance favorable to the person Insured which 
recompense or Indemnify that person against costs Incurred by less 
costly alternatives to care In a hospital, sk ille d  nursing home, or 
other type of health care fa c ility , Including outpatient long-term care 
services and home care services.

The language fo r Section 2 addressing group policies would be sim ila r.

I t  was noted that the definitions section also needs some work to 
separate out the various types of fa c ilit ie s  and services required of 
health Insurance p o lic ie s. The specific language 1s currently being 
considered by the LIAA representative.

An additional consideration suggested by the LIAA representative was the 
requirement fo r admitting physicians to place patients In less costly 
types of health care whenever medically appropriate. He said that 1t 
viould be a very tricky  piece of drafting.

The suggestion was also made to Include hospital and medical service 
corporations (AS 21.37.) In th is b i l l .

Ken Information regarding the actuarial data and suggested substitute 
language are being developed by the LIAA representative and the director 
of Insurance:

Mr. M1ke Thomas, Attorney Mr. Richard Block
Representative for L IM  Director of Insurance
586-3340 465-2515

There should be more Information on th is soon. As i t  becomes available „ 
I ' l l  pass I t  on to you.

B S :j»
Attachment
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