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It is i n d e e d  a p l e a s u r e  fo r  m e  to a p p e a r  b e f o r e  y o u  t o d a y  to d i s c u s s  l e g i s l a t i o n  

w h i c h  I b e l i e v e  vai l  p r o m o t e  t h e  h e a l t h  of r e s i d e n t s  of y o u r  g r e a t  s t a t e  and 

this gr e a t  c ou n t r y .  I am v e r y  p l e a s e d  that a s ta t e  l e g i s l a t u r e  is s e r i o u s l y  

c o n s i d e r i n g  e n a c t m e n t  of a bill w h i c h  wil l g u a r a n t e e  citizens' a cc e s s  to t h i r d  

p a r t y  p a y m e n t  f o r  h e a l t h  care. It is a l s o  v e r y  c o m f o r c i r g  for M i n n e s o t a n s  wh o 

h a v e  c h a m p i o n e d  this sort of l e g i s l a t i o n  to k n o w  tha t  M i n n e s o t a  is not out of 

s t e p  in f i g h t i n g  fo r  t his e n l i g h t e n e d  program.

I h a v e  c o m e  a long wa y  t o  be w i t h  y ou  today. It is an a w e s o m e  r e s p o n s i b i l i t y  to 

r e p r e s e n t  the S t a t e  of M i n n e s o t a ,  o u r  G o v e r n o r ,  A1 Q u ie ,  and o u r  I n s u r a n c e  C o m­

mi s s i o n e r ,  M i c h a e l  D. M a r k m a n .  I a l s o  feel I rep r e s e nt  th e  h u n d r e d s  of p e o p l e  

w h o  t o i l e d  f o r  m a n y  m o n t h s  b e f o r e  an d  a f t e r  the e n a c t m e n t  of o u r  law. W e  had 

g r e a t  c o o p e r a t i o n  f r o m  ou r  local i n s u r a n c e  people* and a l t h o u g h  the i n s u r a n c e  

i n d u s t r y  c o n t i n u e s  to be a s s a u l t e d  f r o m  m a n y  q u a r t e r s ,  t h i s  is one a r e a  in 

w h i c h  s o m e  of the i n d u s t r y  c a n  be j u s t i f i a b l y  proud.

W h a t  succ e s s o u r  l a w  has had in p r o m o t i n g  ac c e s s  to c o m p r e h e n s i v e  h e a l t h  care 

to M i n n e s o t a n s  lies in the w i l l i n g n e s s  of the S t a t e  and th e  i n s u r a n c e  pe o p l e  

w i t h i n  that s t at e  to j o i n  for c e s  to ef fe c t  the goal of the l e g i sl a t i o n .

A l t h o u g h  I c o u l d  not b r i n g  t h e  e x p e r t s  w h o  hav e  m a d e  ou r p r o g r a m  w o r k  s m o o t h l y  

w i t h  me, I d i d  b r i n g  some of t h e i r  w o r k  p ro d u c t  w h i c h  I shall l e a v e  w i t h  y ou  

w i t h  the h o p e  that it will e a s e  the i m p l e m e n t a t i o n  of the bill u p o n  e n a c t m e n t .

My role her e  t o d a y  as I see it is to s h a r e  w i t h  you the expr riences and k n o w l e d g e  

g a i n e d  in tour y e a r s  of w o r k i n g  w i t h  o ur  l e g i s l a t i o n  w h i c h  is s i m i l a r  t o  y o u r  

p r o p o s e d  l e g i s l a t i o n .  T h e  p r o v i s i o n s  w h i c h  are s i m i l a r  or n e a r l y  i d e n t i c a l  will 

of c o ur s e ,  len d  t h e m s e l v e s  to a r e c i t a t i o n  of h i s t o r i c a l  fact. T h o s e  that ar 

u n i q u e  to y o u r  bill w i l l  r e q u i r e  a forecast.
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Official B u s in e s s

^ b t s k a  j?> ia te  ^ l e g i s l a t u r e

House of Representatives
Committee on 

He alt b , Sducalion & Social Services

Pouch  V 
S t a t e  C ap ito l  

J u n e a u ,  A la sk a  99811

21 March 1980

To A l l  P a r t i e s  In t e re s t ed  in  Health Care Coverage :

Hear ings  for  l e g i s l a t i o n  d e a l in g  w ith  va r iou s  h ea l th  care i s s u e s  are 
schedu led  for  March 31, Apr i l  1 and Apr i l  2 before  the House Hea l th ,  
Educa t ion  and S o c i a l  S e r v i c e s  Committee.

•X c£
r°X/,r

We are i n t e r e s t e d  in your comments on t h i s  important p ie c e  o f  l e g i s ­
l a t i o n .w h i c h  i s  p re s en t ly  in  d ra f t  form. Th er e fo r e ,  we f e l t  th a t  i t  
was nece s sary  to prepare the f o l l ow in g  summary o f  the i s s u e s  c on ta ined  
in the l e g i s l a t i o n  to a id  in the p repara t ion  o f  your tes t imony.

We expect th a t  the l e g i s l a t i o n  w i l l  be in troduced  in the House on March 
25 or 26. The b i l l  w i l l  be a v a i l a b l e  a t  L e g i s l a t i v e  In format ion  O f f i c e s  
throughout the s t a t e  on the f o l l ow in g  day.

On March 31 and Apri l  2, the Committee w i l l  be hea. ing tes t imony in 
Room 112 of  the C ap i t o l  a t  1:30 pm. On Apr i l  1 we w i l l  be ho ld ing  
t e l e c o n f e r en c e  hear ings from Anchorage and Fa irbanks from 7:00 -  9:00 pm 
Juneau time (5:00 -  7:00 pm Anchorage and Fa irbanks  time) and from a l l  
o ther  s i t e s  from 1:30 -  3:00 pm Juneau time.

We regre t  th a t  the b i l l  i s  not a v a i l a b l e  in i t s  f i n a l  form at  t h i s  da te .  
However, we would l i k e  to s t r e s s  tha t  a l l  o f  the in format ion  nece s sary  
to  formulate  comments / testimony i s  in c luded  in the at tached  summary. 
Thank you for  your coopera t i on .

S i n c e r e l y ,

Thelma Buchholdt 
S t a t e  R ep re sen ta t iv e  
C h a i r ,  House HESS Committee
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Committee on 

H e a l l f i , Gducafion & Social Services

SUMMARY OF HEALTH CARE LEGISLATION

House of Representatives
P o u ch  V 

S t a t e  C ap ito l  
J u n e a u ,  A la sk a  Sfcc'.lOfficial Business

The f i r s t  s e c t i o n  o f  the b i l l  r equ ire s  employers to  p rov id e  h e a l th  
coverage  f o r  t h e i r  regu la r  employees and to pay a t  l e a s t  50% o f  the 
premium c o s t  o f  such coverage .  The h ea l th  coverage  must meet o r  exceed 
the s tandard s  for  a "number two q u a l i f i e d  p l a n "  as e s t a b l i s h e d  in the 
second  s e c t i o n  o f  the b i l l ,  and must cover  the emp loyee ' s  dependents as 
w e l l .  The employer may choose  the type o f  h e a l th  p lan  in su ran ce ,  s e l f  
i n s u r a n c e ,  med ic ? !  s e r v i c e  c o n t r a c t ,  e t c . )  and the c a r r i e r ,  prov ided  
th a t  employers  w i t h  100 or more employees o f f e r  each employee a c h o i c e  
o f  an in surance  type p lan or a h e a l th  maintenance o r g a n i z a t i o n  c o n t r a c t ,  
where a h e a l th  maintenance o r g a n i z a t i o n  e x i s t s .  The emp loyee ' s  share o f  
the premium i s  a u t om a t i c a l l y  w i t hh e ld  from h i s  or  her paycheck and may 
not exceed the amount the employee would have pa id  i f  the employer had 
chosen the most p r e v a l e n t  type o f  h e a l th  care  p lan  in the s t a t e .  The 
employer i s  o b l i g a t e d  to con t inue  pay ing h i s  or her share o f  the premium 
even i f  the employee i s  s i c k  and unable to work,  f o r  up to three months 
o r  the p e r iod  f o r  which the employer must c o n t inu e  to pay wages ,  which 
ever  i s  l a r g e r .  Any employee who works for at  l e a s t  twenty hours per 
week on the av e r ag e ,  and has been employed for at  l e a s t  four c o n s e c u t i v e  
w eeks ,  i s  to be covered .  I f  the employee has h e a l t h  coverage from 
another  s ou r c e ,  such as another  employer , a government program, or 
coverage  as a dependent under someone e l s e ' s  h ea l th  p l a n ,  the employer 
i s  no t  l i a b l e  for  h e a l th  coverage for  tha t  employee . The b i l l  s p e c i ­
f i c a l l y  p r ov id e s  th a t  employees r e t a i n  the freedom to barga in  c o l l e c ­
t i v e l y  for  h e a l th  b e n e f i t s  which may d i f f e r  from those  prov ided  und, ~ 
t h i s  l e g i s l a t i o n .

A small  employer who can demonstrate  undue f i n a n c i a l  hardsh ip  
r e s u l t i n g  from the mandatory h ea l th  coverage  i s  e n t i t l e d  to premium 
supp lementa t ion  from the s t a t e .  To q u a l i f y  (1) the employer must 
employ fewer than e i g h t  employees ,  (2) the premium for  which the em­
p l o y e r  i s  l i a b l e  must exceed 1.5 percent  o f  the t o t a l  p a y r o l l ,  and (3) 
the amount that  the emp loy e r ' s  c o s t  exceeds 1.5 percen t  o f  the p a y r o l l  
must exceed f i v e  p ercen t  o f  the emp loye r ' s  income from tha t  b u s i n e s s ,  
be fore  t axe s .  A q u a l i f y i n g  employer i s  e n t i t l e d  to  sub s id y  in the 
amount that  h i s  or  her c o s t s  exceed these  s t andard s .

Employers who cover  t h e i r  A laska employees in a group p lan ir. l i c h  
the m a jo r i t y  o f  the covered  employees are o u t - o f - s t a t e  and not covered 
by the a c t ,  are g i v e n ,  in s e c t i o n  e i g h t  of the b i l l ,  an a d d i t i n n a l  y e a r  
to b r ing  the coverage  o f  t h e i r  A laska employees up to the s tandards  
mandated in the a c t .

The law mandat ing employer sponsored coverage  would term inate  when 
i t  i s  superseded by f edera l  h e a l th  in su ran ce  l e g i s l a t i o n .
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S e c t i o n  two o f  the b i l l  e s t a b l i s h e s  s t a t e  s tandards  for  " q u a l i f i e d "  
h e a l t h  in su ran ce  p l a n s ,  and r equ i r e s  in su ran ce  c a r r i e r s  to o f f e r  q u a l i f i e d  
p l a n s  to  a l l  e l i g i b l e  a p p l i c a n t s .  The b i l l  does not p r o h i b i t  the 
o f f e r i n g  or s a l e  o f  u n q j a l i f i e d  p l a n s .  Q u a l i f i e d  p lans  must i n c lud e  
b e n e f i t s  f o r  the f o l l o w i n g :  h o s p i t a l  s e r v i c e s ,  p r o f e s s i o n a l  s e r v i c e s  
rendered by a p h y s i c i a n  or  at  h i s  or  her d i r e c t i o n ,  p r e s c r i p t i o n  drugs ,  
nu r s ing  home s e r v i c e s ,  home h e a l t h  agency s e r v i c e s ,  radium, oxygen, 
a n e s t h e t i c s ,  p r o s t h e s e s ,  medica l  equipment , x - rays  and l a b o r a t o r y  t e s t s ,  
o r a l  surgery  , p h y s i c a l  therapy  s e r v i c e s ,  m ed i c a l l y  n e c e s s a ry  t r a n s p o r t a t i o n ,  
w e l l  baby c a r e ,  r o u t i n e  p h y s i c a l  exams, m u l t i p h a s i c  s c r e e n i n g ,  and o ther  
d i a g n o s t i c  t e s t i n g .  The p lan  must cover  at  l e a s t  80% o f  the usual  and 
customary charges  f o r  covered  s e r v i c e s ,  must l im i t  o u t - o f - p o c k e t  expenses 
a t  l e a s t  to $3,000 per person a n n u a l l y ,  and may p rov ide  a l im i t  on 
maximum l i f e t im e  b e n e f i t  o f  not  l e s s  than $250,000. A number three 
q u a l i f i e d  p lan  may have an annual d e d u c t i b l e  not exceed ing $150 per 
person o r  $450 per f am i l y .  A number two q u a l i f i e d  p lan may have an an -  
naul d e d u c t i b l e  not ex ceed ing  $500 per person or  $1500 per f am i l y .  A 
number three q u a l i f i e d  p lan  may have an annual d e d u c t i b l e  not exceed ing 
$1 ,000 per person or $3000 per f am i l y .  A q u a l i f i e d  Med icare  supplemen4- 
p lan  must p rov id e  coverage  o f  a t  l e a s t  50% o f  the Med icare  d e d u c t i b l e  
and co -payment ,  p rov id e  a t  l e a s t  80% coverage  o f  the s e r v i c e s  requ ired  
in  a q u a l i f i e d  plan which are  not covered  by M ed i c a r e ,  l im i t  o u t - o f -  
pocket  expenses to  no more than $1,000 per person per y e a r ,  and prov ide  
f or  a maximum l i f e t im e  b e n e f i t  o f  not l e s s  than $100,000. The d i r e c t o r  
has a u t h o r i t y  to upgrade minimum b e n e f i t  s tandards  by r e g u l a t i o n .

The a c t  a l s o  o f f e r s  h e a l t h  in su ran ce  coverage  to  high r i s k  "un -  
i n s u r a b l e "  c l i e n t s  under the s t a t e  p lan .  The s t a t e  p lan  p rov id e s  
number one ,  number two, and Med icare  supplement q u a l i f i e d  p la n s  a t  
•premium r a te s  which may not exceeed 125% of  the average premium for  a 
normal r i s k  i n d i v i d u a l .  To q u a l i f y ,  a person must presen t  e v id en ce  th a t  
they have been r e fused  c overage  which i s  a v a i l a b l e  to a person o f  
s tandard  r i s k  by at  l e a s t  two c a r r i e r s .  The person i s  not covered  f o r  a 
p r e e x i s t i n g  c o n d i t i o n  dur ing  the f i r s t  s ix  months o f  coverage  under the 
s t a t e  p lan  i f  the person was d iagnosed  o r  t r e a ted  for tha t  c o n d i t i o n  
dur ing  the 90 days p re ceed ing  the f i l i n g  o f  an a p p l i c a t i o n .

A l l  h e a l th  in su ran ce  c a r r i e r s  in the s t a t e  are r equ ired  to p a r t i c i p a t e  
in a j o i n t  underwr i t in g  a s s o c i a t i o n  to pool the r i s k  o f  the s t a t e  p l a n ,  
to  p u b l i c i z e  the s t a t e  p l a n ,  and to r e in su re  o th e r  coverage  mandated by 
the a c t .  L o s s e s  in curred  by the a s s o c i a t i o n  due to the s t a t e  p lan  are 
t o  be covered  through a s se s sments  on a s s o c i a t i o n  members p rop o r t i o n a l  to 
t h e i r  volume o f  h e a l th  in su ran ce  b u s in e s s  in the s t a t e .  Assessments on 
members may in turn o f f s e t  the income tax or  premium tax payab le  by that  
member to  the s t a t e .  Thus the s t a t e  i s  u l t im a t e l y  l i a b l e  f o r  the l o s s e s  
in cu rred  by the o p e r a t i o n  o f  the s t a t e  p lan .  The a s s o c i a t i o n  s e l e c t s  
one c a r r i e r  to a c t  as i t s  agent  in w r i t i n g  and i s s u i n g  each type of  
s t a t e  p lan  in su ran ce  for  a p e r iod  o f  at; l e a s t  three  y e a r s ,  and reimburses 
the c a r r i e r  or  c a r r i e r s  f o r  t h e i r  expenses .

Tne a c t  r equ i r e s  tha t  a l l  group hea l th  in su ran ce  po ’ c i e s  w r i t t e n  
in the s t a t e  i n c lu d e  the r i g h t  to c onver t  to  an i n d i v i d i . i  coverage  
q u a l i f i e d  p lan  w i t h ou t  the a d d i t i o n  o f  underwr i t ing  r e s t r i c t i o n s , re ­
g a r d l e s s  o f  the reason f o r  l e a v i n g  the group. I t  a l s o  r equ i r e s  that  
i n d i v i d u a l  p o l i c i e s  i n c lud e  a p r o v i s i o n  tha t  covered  dependents  may 
c on t inu e  coverage  f o l l ow i n g  tne death o f  the primary in su r ed ,  under tha t  
o r  a d i f f e r e n t  c o n t r a c t ,  w i t h ou t  a d d i t i o n a l  underwr i t ing  r e s t r i c t i o n s .

2



The remain ing s e c t i o n s  o f  the b i l l  amend the s t a t e ' s  medica l  a s ­
s i s t a n c e  programs. The b i l l  p r ov id e s  tha t  the Department o f  Hea l th  and 
S o c i a l  S e r v i c e s  w i l l  purchase  h e a l t h  care  s e r v i c e s  f or  i t s  c l i e n t s  
through h e a l t h  in su ran ce  p o l i c i e s  or  through h ea l th  care  s e r v i c e  c on ­
t r a c t s  wh ich  prov id e  some or  a l l  o f  the s e r v i c e s  covered by s t a t e  
med ica l  a s s i s t a n c e  programs.

The b i l l  a u t h o r i z e s  the Department to  pay a cash advance to  pro ­
v i d e r s  who serve  a l a rg e  volume o f  s t a t e  medical  a s s i s t a n c e  c l i e n t s .  I t  
a l s o  r e q u i r e s  the s t a t e  to  pay i n t e r e s t  on unpaid b i l l s  which have been 
p r e sen t ed  by p ro v id e r s  which s a t i s f y  program requirements f o r  payment.
I f  payment o f  the b i l l  i s  d e la yed  more than t h i r t y  days from the date  i t  
becomes p a y ab l e ,  i n t e r e s t  i s  charged a t  the rate  o f  one percent  per 
month. I f  payment o f  the b i l l  i s  d e la yed  more than s ix  months from the 
d a te  i t  becomes p a y ab le ,  i n t e r e s t  i s  charged a t  the rate  o f  two percen t  
per month.

The b i l l  expands M ed i c a id  c rverage  to i n c lu d e  p r e s c r i p t i o n  drugs ,  
a d u l t  d en ta l  c a r e ,  d en tu re s ,  p h y s i c a l  th erapy ,  p r o s t h e t i c  d e v i c e s ,  
c h i r o p r a c t o r s '  s e r v i c e s ,  p r i v a t e  duty n u r s in g ,  p o d i a t r i s t s '  s e r v i c e s ,  
and o th e r  o p t i o n a l  s e r v i c e s  under the federa l  M ed ic a id  program. E l i ­
g i b i l i t y  f or  Aid to F am i l i e s  w i th  Dependent C h i ld r en  and Med i c a id  i s  
expanded to  cover  unborn c h i l d r e n .

The b i l l  e s t a b l i s h e s  a m e d i c a l l y  needy program under the s t a t e  
Genera l  R e l i e f  program. The monthly income th re sho ld  for e l i g i b i l i t y  i s  
s e t  a t  150 percen t  o f  the poverty  g u i d e l i n e s  f or  A la s k a ,  and i n c l u d e s  a 
spend down p r o v i s i o n  such th a t  a person who i s  over  income q u a l i f i e s  
when the amount o f  t h e i r  exces s  income has been spent on medica l  b i l l s .
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BY THE HEALTH, EDUCATION AND 
IN THE HOUSE SOCIAL SERVICES COMMITTEE

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

ELEVENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the health of residents of the

state; and providing for an effective date."

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

* Section 1. AS 18 is amended by adding a new chapter to read:

CHAPTER 12. PREPAID HEALTH CARE.

Sec. 18.12.010. COVERAGE OF REGULAR EMPLOYEES BY GROUP PREPAID 

HEALTH CAPE PLAN. (a) An employer who pays to a regular employee 

monthly wages amounting to 86.67 times the minimum hourly wage estab-
fe

lished in AS 23.10.065 shall provide coverage for the employee with a 

prepaid group health care plan or combination of plans which have be?~ 

certified under AS 21.50.040 as a number two qualified plan including 

coverage lor dependents with a prepaid health care plan contractor in 

accordance with this chapter.

(b) If the plan of health coverage does not meet the requirements 

of AS 21.50.040 for a number tv. > qualified plan, the employer shall naV.e 

available a supplemental plan of health benefits which, when combined 

with the existing plan of health benefits, constitutes a number two 

coverage plan.

Sec. 18.12.020. CHOICE OF PLAN TYPE AND OF CONTRACTOR. (a) An

employer required to provide coverage for his employees by a prepaid i
>

group health care plan under this chapter shall determine whether 

coverage is provided by

(1 ) a plan which obligates the prepaid health care plan

contractor to furnish the required health care benefits;
J
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(2 ) a plan v.’hich obligates the prepaid health care plan 

contractor to defray or reimburse the expenses of health care}
pVo-os O ndtCr VxtvVn

(3) a- -plan-vfM c h -compl-ios with AS 18.12.030(a).

(b) The election made under (a) of this section is binding for or. 5

year.

(c) Whether the employer elects a plan type described in (a)(1) or

(2 ) of this section, the employer may elect the particular contractor 

but the employee is not obligated to contribute a greater amount to the 

premium than he would have to contribute had the employer elected 

coverage with the contractor providing the prevailing coverage of the 

respective type in the state.

(d) The employer shall provide coverage with the prepaid health 

care plan contractor selected under (c) of this section for all his 

employees in the state electing the type of coverage who are covered by

the provisions of this chapter, except for employees covered by the

health care provisions of an applicable collective bargaining agreement

and except as provided in AS 18.12.110.

Sec. 18.12.030. DUAL OPTION. (a) An employer who employs 100 or 

more persons in the state on the average during a calendar quarter other 

than employees engaged in seasonal employment, shall, upon the next 

renewal of the health benefits plan contract, offer his employees an 

option to obtain health benefits through either an accident and health 

insurance policy or a health maintenance organization contract if one is 

available. An option need not be provided if fewer than 25 employees 

select that option.

(b) An employer may make the offers through an insurer, a health 

maintenance organization or on a self-insured basis. If an offer is 

made on a self-insured basis, the accident and health insurance type o 

coverage or health maintenance organization type of coverage shall meet

-2-
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the requirements of the laws of the state as to the services covered cr 

benefits provided but is not required to be approved by the director.

(c) An inrurer may not make acceptance of its offer to provide 

insurance cf-erage contingent on acceptance by the employer of health 

maintenance organization coverage by a particular health maintenance 

organization. A health maintenance organization may not make acceptsr.te 

of its offer to provide health maintenance organization coverage c o n­

tingent on acceptance by the employer of insurance coverage by a p a r­

ticular insurer. An offer to provide the accident and health insurance 

policy and the health maintenance organization contract may not combine 

the two offers in a single price ackage.

Sec. 18.12.040. LIABILITY FOR PAYMENT OF PREMIUM AND FOR W I T H­

HOLDING. (a) Unless an applicable collective bargaining agreement 

provides otherwise, an employer shall contribute at least one-half of 

the premium for the coverage required by this chapter and the employee 

shall contribute the balance. The employee may not be required to 

contribute more than 1.5 percent of his wages. If the amount of the 

employee's contribution is less than one-half of the premium, the 

employer is liable for the remaining portion of the premium.

(b) Thf ".pi^yer shall withhold the employee's share from his 

w a g e s .

Sec. 18.12.050. COMMENCEMENT OF COVERAGE. The employer shall 

provide the coverage required by this chapter for any regular employee 

who has been in his employ for four consecutive weeks at the earliest 

time after the fourth week at which coverage may be provided with the 

prepaid health care plan contractor selected in accordance this chapter.

Sec. 18.12.060. CONTINUATION OF COVERAGE. If an employee is p r e­

vented by sickness from working, the employer shall enable the employee 

to continue his coverage by contributing to the premium the amount paid

-3-
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by the employer toward the premium before the employee's sickness for 

the period that the employee is prevented by sickness from working. The 

obligation established by this section may not exceed a period of three 

months following the month during which the employee became disabled ' 

from working or the period for which the employer has paid regular wages 

to the employee, whichever is longer.

Sec. 18.12.070. LIABILITY OF SECONDARY EMPLOYER. An employer who 

has been notified by an employee on a form prescribed by the commis­

sioner that he is not the principal employer is relieved from the duty 

to provide coverage required by this chapter until he is notified by the 

employee under /S 18.12.090 that he has become the principal employer.

A  secondary employer shall notify the commissioner on a form prescribed 

by the commissioner that he is relieved from the duty of providing 

coverage and of any change in that status.

Sec. 18.12.080. EXEMPTION OF CERTAIN EMPLOYEES. (a) In addition 

to the exemption granted by AS 18.12.070, an employer is relieved of his 

obligations under AS 18.12.010 to an employee who has notified him on a 

form specified by the commissioner that the employee is

(1 ) protected by health insurance or a prepaid health care 

plan established under a law of the United States;

(2 ) covered as a dependent under a prepaid health care plan, 

entitling him to the health benefits required by this chapter;

(3) a recipient of public assistance or covered by a prepaid 

health care plan established under the laws of the state governing 

medical assistance.

(b) An employer receiving notice of a claim of exemption under 

this section shall notify the commissioner of the claim on a form pr e­

scribed by the commissioner.

Sec. 18.12.090. TERMINATION OF EXEMPTION. (a) If an exemption
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claimed by an employee under AS 18.12.030 terminates the employee shal-^ 

notify the principal employer promptly of the termination of the exemp­

tion and the employer shall provide coverage as required by this chap­

ter.

(b) If a principal employer becomes a secondary employer or a 

secondary employer becomes the principal employer because of a change ir. 

the employment situation of an employee or a redetermination by an 

employee under AS 18.12.100, the employee shall promptly notify the 

employers affected of the change and the new principal employer shall 

provide coverage required by this chapter.

Sec. 18.12.100. PRINCIPAL AND SECONDARY EMPLOYERS. (a) Tf an 

individual is concurrently a regular employee of two or more employers, 

the principal employer is the employer who pays him the most wages. If 

the employer who does not pay the most wages employs the regular e m­

ployee for at least 35 hours per week, the employee shall determine 

which of the employers is his principal employer and his other employers 

are secondary employers. An employer designated as the principal 

employer remains the principal employer for one year or until change of 

employment, whichever occurs first.

(b) If an individual is concurrently a regular employee of a 

public entity which is not an employer under this chapter and of an 

employer under this chapter, the latter is a secondary employer.

(c) An employer who directly or indirectly interferes with or 

coerces or attempts to coerce an employee in making a determination 

under this section is guilty of a class B misdemeanor.

Sec. 18.12.110. FREEDOM OF COLLECTIVE BARGAINING. (a) This 

chapter may not be construed to limit the freedom of employees to ba r­

gain collectively for different prepaid health care plan coverage or fcr 

a different allocation of the costs of the coverage. A collective

-5-
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bargaining agreement may provide that the employe'- will provide the 

health care specified in an agreement.

(b) If certain employees are not covered by the health care p r o­

visions of an applicable collective bargaining agreement to which their 

employer is a party, this chapter applies to them. An employer or group
ij

of employers has complied with this chapter if the employer or group o: 

employers.undertakes to provide health care services under a collective 

bargaining agreement and the services are available to all employees net
I

covered by the agreement.

Sec. 18.12.120. INDIVIDUAL WAIVERS PROHIBITED. An employee as an 

individual may not waive the required health care benefits or agree to 

pay a greater share of the premium for the benefits than is required by j
J

this chapter.

Sec. 18.12.130. JOINT PROVISION OF COVERAGE. For the purpose of 

providing prepaid health care protection under this chapter for their 

employees, employers may form associations with the contractors a u t h o­

rized to provide coverage ,'n the state.

Sec. 18.12.140. POWERS OF THE COMMISSIONER. The commissioner may

adopt regulations necessary for the administration and enforcement of

this chapter.

Sec. 18.12.150. PENALIZES. (a) An employer who fails to comply 

with AS 18.12.010 - 18.12.040 shall pay a penalty of not less than $25 

or of $ 1  for each employee for every day during which the failure c o n­

tinues, whichever is greater. The penalty shall be assessed under 

regulations adopted by the commissioner under the Administrative P r o­

cedure Act (AS 44.62) and shall be collectfd by the commissioner and 

paid into the general fund. The commissioner may, for good cause s h o w n , 

remit all or a part of the penalty.

(b) An employer, employee, or prepaid health care plan contract r

-6-
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who wilfully fails to comply with this chapter or a regulation adopted 

under it may be fined not more than $ 2 0 0  for each violation.

Sec.. 18.12.160. ENTITLEMENT TO PREMIUM SUPPLEMENTATION. (a) An 

employer who employs less than eight employees entitled to coverage 

under this chapter and who provides coverage to the employees under 

AS 18.12.010 is entitled to premium supplementation if the employer's 

share of the cost of providing the coverage as determined under 

AS 18.12.0A0 and 18.12.060 exceeds 1.5 percent of the total wages 

payable to the employees and if the amount of the excess is greater than 

five percent ot the employer's income before taxes directly attributable 

to the business in which the employees are employed.

(b) The amount of the supplementation shall be that part of the 

employer's share of the premium cost which exceeds the limits specified 

in (a) of this section.

Sec. 18.12.170. CLAIM OF PREMIUM SUPPLEMENTATION. An employer 

entitled to premium supplementation may file a claim in the manner 

provided by regulation of the commissioner. The employer has the burden 

of establishing his entitlement.

Sec. 18.12.180. EXISTING PLANS. This chapter may not be construed 

to interfere with or diminish protection already provided under c o l l e c­

tive bargaining agreements or employer-sponsored plans more favorable t: 

the employees benefited by them than the protection provided by this 

chapter.

Sec. 18.12.190. TERMINATION OF CHAPTER. This chapter terminates 

on the effective date of federal legislation that provides for voluntary 

prepaid health care for the people of this state in a manner at least as 

favorable as the health care provided by this chapter or upon the 

effective date of federal legislation that provides for mandatory p r e­

paid health care for the people of this state.

-7-
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Sec. 18.12.^50. DEFINITIONS. In this chapter

(1 ) "commissioner" means the commissioner of labor;

(2 ) "employer"

(A) means an individual or any type of organization, 

including a partnership, association, trust, estate, joint stock 

company, insurance company, or corporation, whether domestic or 

foreign, a debtor in possession or receiver or trustee in b a n k­

ruptcy, or the legal representative of a deceased person, who has 

one or more regular employees in his employment

(B) does not mean

(i) the state, a municipality of the state or an 

instrumentality of the state or its municipalities;

(ii) the United States government or an instrumen­

tality of the United States;

(iii) another state or municipality or instrumen­

tality of another state or municipality;

(iv) a foreign government or instrumentality wholly 

owned by a foreign government, if the service performed in its 

employ is of a character similar to that performed in foreign 

countries by employees of the United States government or of 

an instrumentality of the United States, and the United States 

Secretary of State certifies to the United States Secretary of 

. the Treasury that the foreign government, with respect to 

whose instrumentality exemption is claimed, grants an equi­

valent exemption for similar service performed in the foreign 

country by employees of the United States government and 

instrumentalities of the United States;

(3) "employment"

(A) means service, including service in interstate

- 8 -
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commerce, performed for wages under a contract of hire written or 

oral, expressed or implied, with an employer, either inside or both 

inside and outside the state if:

(i) the service is localized in the state; or

(ii) the service is not localized in any state but 

some of tne service ? s performed in the state and the individual's 

base of operation, or, if there is no base operation, the place 

from which the service is directed or controlled, is in the state; 

or the individual's base of operation or place from which the 

service is directed or controlled is not in any state in which some 

part of the service is performed but the individual's residence is 

in the state;

(B) does not mean service

(i) performed by an individual in the employ of an 

employer who, under the laws of the United States, io re­

sponsible for care and cost in connection with the service;

(ii) performed by an individual in the employ of his 

spouse, son, or daughter, and service performed by an 

individual under the age of 2 1  in the employ of his father or 

m o t h e r ;

(iii) performed in the employ of a voluntary em­

ployee's beneficiary association providing for the payment of 

• life, sickness, accident, or other benefits to the members of 

the association or their dependents or their designated bene­

ficiaries, if admission to membership in the association is 

limited to individuals who are officers or employees of the 

United States government, and no part of the net earnings of 

the association inures (other than through such payments) to 

the benefit of a private shareholder or individual;

-9-
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(iv) performed by an individual for an employer as

an insurance agent or as an insurance solicitor, if all the

service performed by the individual for the employer is p e r­

formed for remuneration solely by way of commission;

(v) performed by an individual for an employer as a

real estate salesman or as a real estate broker, if all the 

service performed by the individual for the employer is p e r­

formed for remuneration solely by way of commission;

(4 ) "income directly attributable to the business"

(A) means gross profits from the business less deduc­

tions for

(i) compensation cf officers;

(ii) salaries and wages, except wages paid by an 

individual proprietor to himself;

(iii) repairs;

(iv) taxes on business and business property;

(v) business advertising;

(vi) amounts contributed to employee benefit plans; 

(vii) interest on business indebtedness;

(viii) rent on business property; and

(ix) other expenses necessary for the current con­

duct of b u s i n e s s ;

(B) does not mean

(i) bad debts;

(ii) contributions or gifts, other than those listed 

under (A)(vi) of this paragraph;

(iii) amortization and depreciation; or

(iv) losses by fire, storm, casualty, or theft;

(5 ) "premi”m" means an amount payable to a prepaid health

- 10 -
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care plan contractor as consideration for his obligations under a p r e­

paid health care plan;

(6 ) "prepaid health care plan" means an agreement by which a 

prepaid health care plan contractor undertakes in consideration of a 

stipulated premium

(A) to furnish health care, including hospitalization, 

surg: . medical or nursing care, drugs or other restorative 

appliances, cv.bj^ct to, if at all, only a nominal per service 

charge; or

(B) to defray or reimburse, in whole or in part, the 

exp ses of health care;

(7 ) "prepaid health care plan contractor" means

(A) a medical group or organization which undertakes 

under a prepaid health care pian to provide health care;

(B) a nonprofit crganization which undertakes under a

prepaid health care plan to defra’ or reimburse in whole or in part

the expenses of health care; or

(C) an insurer who undertakes under a prepaid health

care plan to defray or reimburse in whole or in part the expenses

of health care;

(8 ) "repular employee" means a person employed in the e m­

ployment of any , employer for at least 2 0  hours per week;

(9) "wages"

(A) means cash remuneration for services from whatever 

source, including commissions, bonuses, and tips and gratuities 

paid directly to an individual by a customer of the employer; if 

the employee does not account to his employer for the tips and 

gratuities received and is engaged in an occupation in which he 

customarily and regularly receives more than $ 2 0 0  a month in tips,

- 1 1 -
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the combined amount received by him from his employer and from tips 

is considered to be at least equal to the wage required by AS 23.- 

10.065 or a greater sum as determined by regulation of the commis­

sioner ;

(B) does not mean the amount of a payment

(i) specified in AS 23.20.530(b);

(ii) received for nonoccupational sickness or acci­

dent ; or

rf'iii) received as workers' compensation.

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

CHAPTER 50. COMPREHENSIVE HEALTH INSURANCE.

Sec. 21.50.010. DUTIES OF INSURERS. (a) For each type of quali­

fied plan described in AS 21.50.030, an insurer or fraternal issuing 

individual policies of accident and health insurance in the state other 

than group conversion policies shall develop and file with the director

an individual policy which meets the minimum standards of that type of

qualified plan. An insurer or fraternal issuing individual policies of 

accident and health insurance m  the state shall offer each type of 

qualified plan to each person who applies and is eligible for accident 

and health insurance from that insurer or fraternal.

(b) An insurer or fraternal issuing Medicare supplement plans in 

the state shall develop and file with the director a Medicare supplement 

policy which meets the minimum standards of a qualified Medicare supple­

ment plan. An insurer or fraternal issuing Medicare supplement plans in 

the state shall offer a qualified Medicare supplement plan to each 

person who is eligible for coverage and who applies for a Medicare 

supplement plan.

(c) For each type of qualified plan described in AS 21.50.0^0, an * 

insurer or fraternal issuing group policies of accident and health

- 12 -
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insurance in the state sh * 1 develop and file with the director a grc 

policy which provides for each member of the group the minimum benefi 

required by that type of qualified plan. An insurer or fraternal is­

suing group policies of accident and health insurance in the state sh 

offer each type of qualified plan to each eligible applicant for grou 

accident and health insurance.

(d) Each insurer and fraternal shall include coverage of major 

medical costs in every unqualified policy of accident and health in­

surance, unless the applicant for a new or renewal policy declines th 

coverage in writing. The coverage jhall provide that when a covered 

individual incurs out-of-pocket expenses of $5,000 or more in a caler. 

year for services covered under AS 21.50.030(a), benefits shall hi 

payable, subject to any copayment authorized by the director, up to a 

maximum lifetime limit of $250,000.

(e) A  policy of accident and health insurance may not be issued 

renewed in the state after January 1, 1981, by an insurer or < frater 

which has not complied with this section.

(f) An insurer or fraternal may fulfill its obligations under t 

section by issuing the required coverages in its own name and reinsur 

the risk and administration of the coverages with the association in 

accordance with AS 21.50.0^0(g)(5) and (6 ).

(g) This section does not require an insurer or fraternal to of 

or issue a policy to a person who does not meet the underwriting or 

membership requirements of the insurer or fraternal.

Sec. 21.50.020. CERTIFICATION OF QUALIFIED PLANS. On applicati 

by an insurer, fraternal, or employer for certification of a plan of 

health coverage as a qualified plan or a qualified Medicare supplemer 

plan for the purposes of AS 21.50.010 - 21.50.130 the director shall 

determine within 90 days whether the plan is qualified. Each plan o
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1 health coverage shall be labeled as "qualified" 01* "nonqualified" on the

2 front of the polity or evidence of insurance. A qualified plan shall

3 indicate whether it is a number one, two, or three coverage plan.

4 Sec. 21.50.030. MINIMUM BENEFITS OF QUALIFIED PLAN. (a) A plan

5 of health coverage shall be certified as a number three qualified plar.

6 whether or not the policy is issued in the state if it meets or exceeds

7 t h e  f o l l o w i n g  m i n i m u m  s t a n d a r d s :

8 (1) The minimum benefits for a covered individual shall,

9 subject to the other provisions of this subsection, be equal to at least

10 80 percent of the cost of covered services in excess of an annual d e­
cs c ftHS'O -̂ .C ^

11 ductible which may not exceed $150 per person.^ The coverage shall

12 include a limitation of $3,000 per person on total annual out-of-pocket

13 expenses for services covered under this subsection. The coverage may

14 be subject to a maximum lifetime benefit of not less than $250,000.

15 Covered expenses shall be the usual and customary charges for the fol-

15 lowing services and articles when presciibed by a physician:

17 (A; hospital services;

(B) professional services for the diagnosis or treatment 

of injuries, illnesses, or conditions, other than outpatient mental 

or dental, which are rendered by a physician or at his direction;

(C) drugs requiring a physician's prescription;

(D) services of a nursing home for not more than 120 

days in a year if the services begin within 14 days following 

confinement of at least three days in a hospital for the same 

co n d i t i o n ;

(E) service o. a home health agency up to a maximum of 

180 visits per year;

28 • (F) use of radium or other radioactive materials;

_2fL (G) oxygen;
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(H) anesthetics;

(I) p'. ostheses;

(J) rental or purchase, as appropriate, of durable 

medical equipment;
X

(K) diagnostic x-rays and laboratory tests;

(L) oral surgery for partially or completely unerupted 

impacted teeth, a tooth root without the extraction of the entire 

tooth, or the gums and tissues of the mouth when not performed in 

connection with the extraction or repair o f teeth;

(M) services cf a physical therapist;

(N) medically necessary transportation.

(2) Covered expenses for the services and articles specified 

in this subsection do not include the following:

(A) a charge for care for an injury or disease either

arising out of an injury in the course of employment and subject t

a worker's compensation law or for which benefits are payable unde; 

another policy of accident and health insurance or Medicare;

(B) a charge for treatment for cosmetic purposes other 

than surgery for the repair of an injury or birth defect;

(C) a charge for confinement in a private room to the

extent it is in excess of the institution's charge for its most 

common semi-private room, unless a private room is prescribed as 

medically necessary by a physician;

(D) that part of a charge for services or articles

rendered or prescribed by a physician, dentist, or other health 

care personnel which exceeds the prevailing charge in the locality 

where the service is provided;

(E) a charge for services or articles the provision of

which is not within the scope of authorized practice of the in-

-15-
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stitution or individual rendering the services or articles.

(3) The minimum benefits for a qualified plan shall include, 

in addition to those benefits specified in (a)(1) of this section, 

benefits for the following services subject to applicable deductibles, 

coinsurance provisions, and maximum lifetime benefit limitations:

(A) well baby care;

(B) physicians' services f^r routine checkups and annua

physicals when prescribed by a physician;

(C) multiphasic screening, and other diagnostic testing.

(b) The director shall prescribe by regulation reasonable limits 

on the reimbursement required for the services specified in (a) of this 

s e c t i o n .

(c) A  plan of health coverage shall be certified as a number two 

qualified plan if it meets the requirements established by the laws of 

the state and provides for payment of 80 percent of the covered expense 

required by this section in excess of a deductible which does not excee 

$500 per person, ©c ^  iSOb

(d) A  plan of health coverage shall be certified as a number one 

qualified plan if it meets the requirements established by the laws of 

the state and provides for payment of 80 percent of the covered expense 

required by this section in excess of a deductible which does not excee 

$1,000 per person, or ^ 2£>OC>

(e) A health maintenance organization which provides the services 

required by (a) of this section is providing a number three qualified 

p l a n .

Sec. 21.50.040. QUALIFIED MEDICARE SUPPLEMENT P L A N . A plan which 

proviues bi .efits to persons w e ’- the age of 65 years may be certified 

as a qualified Medicare supplement plan if the plan is designed to 

supplement Medicare and provides coverage of 50 percent of the deduc-

-16-
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tible and copayment required under Medicare and 80 percent of the 

charges for covered services described in AS 21.50.030(a) which charges 

are not paid by Medicare. The coverage shall include a limitation of 

$1,000 per person on total annual out-of-pocket expenses for the covered

services. The coverage may be subject to a maximum lifetime benefit o:

not less than $100,000.

Sec. 21.50.050. STATE PLAN PREMIUM. (a) The association shall 

establish the following premiums to be charged for membership in the 

state plan:

(1) The premium for the number one qualified plan may not 

exceed 125 percent of the average of rat.es charged by the five insurers 

with the largest number of individua s in a number one individual 

qualified plan of insurance in force in the state.

(2) The premium for the number two qualified plan may not

exceed 125 percent of the average of rates charged by the five insurers 

with the largest number of individuals in a number two individual 

qualified plan of insurance in force in the state.

(3) The premium for a qualified Medicare supplement plan may

not exceed 125 percent of the average of rates charged by the five 

insurers with the largest number of individuals enrolled in a cualified 

Medicare supplement plan.

(A) The charge for health maintenance organization coverage 

shall be based on generally accepted actuarial principles.

(b) The schedule of premiums for coverage under the state plan 

shall be designed to be self-supporting and based on generally accr 

actuarial principles.

Sec. 21.50.060. DUTIES OF DIRECTOR. The director may

(1) formulate general policies to advance the pu: ».

AS 21.50.010 - 21.50.140 and may adopt regulations under irv

-17-
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tive Procedure Act (AS 44.62) to carry out AS 21.50.010 - 21.50.140.;

(2) adopt regulations revising minimum benefit standards 

under AS 21.50.010 - 21.50.040 as may be appropriate due to inflation cr 

changes in prevailing industry standards;

(3) supervise the establishment of a comprehensive health
i

association within the limits described in AS 21.50.0jp0; —

(4) approve the selection of the writing carrier by the 

association and approve rhe association's contract with the writing 

carrier including the state plan coverage and premiums to be charged;

(5) appoint advisory committees;

(6) conduct periodic audits to assure the general accuracy c: 

the financial data submitted by the writing carrier and the association;

(7) contract with the federal government or another unit of 

governmei t to ensure coordination of the state plan with other go v e r n­

mental assistance programs;

(8) undertake directly or through contracts studies or demon­

stration programs to develop awareness of the benefits of AS 21.50.010 - 

21.50.140, so that the residents of the state may avail themselves of 

the health care benefits provided by these sections.

Sec. 21.50.070. COMPREHENSIVE HEALTH ASSOCIATION. (a) There is 

established a comprehensive health association with membership c o n­

sisting of all insurers, ^elf-insurers, fraternals, and health m a i n­

tenance organizations licensed or authorized to do business in this 

s t a t e .

(b) The board of directors of the association shall be made up of 

seven individuals selected by participating members, subject to approval 

by the director. To select the initial board of directors and to 

initially organize the association, the director shall give notice to 

all members of the time and place of the organizational meeting. In

-18-
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determining voting rights at the organizational meeting, each member 

shall be entitled to vote in person or by proxy. The vote shall be a 

weighted vote based on the member's cost of self-insurance, accident ar.di 

health insurance premium, subscriber contract charges, or health m a i n­

tenance contract payment derived from or on behalf of residents in the 

previous calendar year, as determined by the director. If the board c f  

directors is not selected within 60 days after notice of the organiza­

tional meeting, the director may appoint the initial board. In a p­

proving or selecting members of the board, the director shall consider, 

among other things, whether all types of members are fairly represented. 

Members of the board may be reimbursed from the money of the association 

for expenses incurred by them as members, but may not otherwise be 

compensated by the association for their services. The costs of c o n­

ducting meetings the association and its board of directors shall be 

borne by members of the association.

(c) Members shall maintain their membership in the association as 

a condition of doing business in the state. The association shall 

submit bylaws and operating rules to the director for approval.

( d ) Meetings of the association, its board, and committees of the 

association shall comply with AS 44.62.310.

(e) Members shall enter into a contract with the association 

according to terms specified in AS 21.50.080. The contract of re­

insurance shall be executed for a period of one year and may be renewed 

annually. A company which ceases to do business in the state remains 

liable under the contract for the reinsurance contracted for during that 

calendar year.

(f) In the performance of their duties as members of the associa­

tion, the member^ are exempt from the provisions of AS 45.52.

(g) The association may

-19-
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(1) exercise the powers granted to insurers under the laws c

the state;

(2) sue or be sued;

(3) enter into contracts with insurers, similar associations 

’n other states, or other persons fcr the performance of administrative 

functions including the functions provided for in (5) and (6) of this 

subsection;

(4) establish administrative and accounting procedures for 

the operation of the association;

(5) provide under (h) of this section for the reinsuring of 

risks incurred as a result of issuing the coverages required by

AS 21,50.010 and 21.50.120 by members of the association;

(6) provide under (i) of this section for the adrainistracior 

by the association

of policies which are reinsured under (5) of this subsection.

(h) Each member which elects to reinsure its required risks unde

(g)(5) of this section shall determine the categories of coverage it 

elects to reinsure in the association. The categories of coverage are 

(1) individual qualified plans, excluding group conversions; (2) group 

conversions; (3) group qualified plans with fewer than 50 employees or 

members; and (4) major medical c o v e r a g e . A separate election may be 

made for each category of coverage. If a member elects to reinsure th 

risks of a category of coverage, it must reinsure the risk of the cove 

age of every life covered under every policy issued in that category. 

Members electing to administer the risks which are reinsured in the 

association shall comply with the benefit determination guidelines and 

accounting procedures established by the association. The fee charged 

by the association for the reinsurance of risks may not be less than 1 

percent of the total anticipated expenses incurred by the association
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for the reinsurance.

(i) Each member electing to reinsure one or more categories ot 

coverage in the association under (g)(6) of this section may elect to 

have the association administer the categories of coverage on the m e m­

b e r’s behalf under (g)(6) of this section. If a member elects to have 

the association administer the categories cf coverage, It must do so fc 

every life covered under every policy issued in that category. The tee

iSy for the administration shall not be less than 110 percent of the total 

' ^ anticipated expenses incurred by the association for the administraticr.

Sec. 21.50.080. OPERATION Oh' STATE PLAN. (a) Upon certification 

as an eligible person under AS 21.50.110, an eligible person may enroll 

in the state plan by payment of the state plan premium to the writing 

carrier.

(b) An employer which has in its employ one or more eligible 

persons enrolled in the tate plan may make all or a portion of the 

state plan premium payment to the state plan directly to the writing 

c a r r i e r .

(c) Not less than 87-1/2 percent of the state plan premium paid t 

the writing carrier shall be used to pay claims and not more than 

12.1/2 percent shall be used for the payment of agent referral fees 

authorized in AS 21.50.120(c) and for payment of the writing carrier's 

direct and indirect expenses, as specified in AS 21.50.100(g).

(d> Income in excess of the costs incurred by the association ir. 

providing reinsurance or administrative services shall be held at i n­

terest and used by the association to offset losses due to claims e x­

penses of the state plan or allocated to reduce state plan premiums.

(e) Each member of the association shall share the losses due tc 

claims expenses of the state plan according to the terms of the 

individual reinsurance contracts executed by the association with e a c h
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member in accordance with AS 21.50.070(e). Deviation.; in the claim 

experience of the state plan from the premium payments allocated to the 

payment of benefits shall be the liability of the association members. 

Association members shall share in the excess costs of the state plan ir. 

an amount equal to the ratio of the member's total cost of self- 

insurance, accident and health insurance premium, subscriber contract 

charges, or health maintenance organization contract charges received 

from or on behalf of state residents as divided into the total cost of 

self-insurance, accident and health insurance premium, subscriber 

contract charges, and health maintenance organization contract charges, 

received by all association members from or on behalf of state 

residents, as determined by the director. The reinsurance contract 

shall provide for a retroactive determination of each member's liability 

and payment due within 30 days after each renewal date of the re­

insurance contract. Failure by a member to tender to the association 

the assessed reinsurance payment within 30 days of notification by the 

association is grounds for termination of the member's membership. Net 

gains from the operation of the state plan sha11 be held at interest and 

used by the association to offset future losses due to claims expenses 

of the state plan or allocated to reduce state plan premiums.

(f) The assessed reinsurance paymen levied against a member may 

be offset against the income tax^or the premium tax payable under this 

title by the member^payable under AS 43 . 2o) for the year in which the —  

payment is assessed. The commissioner of revenue shall report not later 

than the 10th day of a regular session to the legislature the total 

amount of income tax or premium tax offset claimed by members during t:.e 

preceding calendar year.

Sec. 21.50.090. MINIMUM BENEFITS OF STATE PLAN. The association 

through its state plan shall offer policies which provide the benefits

- 22 -



I 11

! 12

13

14

I 15

f 16

17

'v  18

i  19
I 20
J  21

22

23

| 24

25

!j 26

• 27

28

\ J1

WORK DRAFT PAPER WORK DRAFT PAPER WORK DRAFT PAPER

of a number one qualified plan, a number two qualified plan, and a 

qualified Medicare supplement plan. It shall offer health maintenance 

organization contracts in those areas of the state where a health 

maintenance organization has agreed to make the coverage available and 

has been selected as a writing carrier.

Sec. 21.50.100. ADMINISTRATION OF PLAN. (a) A member of the 

association may submit to the director the policies of accident and 

health insurance or the health maintenance organization contracts which 

are being proposed to serve in the state plan. The time and manner o 

the submission shall be prescribed by regulation of the director.

(b) On the director’s approval of the policy forms and contracts 

submitted under AS 21.50.070, the association shall select policies ar.i 

contracts submitted by a member or members of the association to he the 

comprehensive health insurance plan. This selection shall be based on 

criteria including the member's proven ability to handle large group 

accident and health insurance cases, efficient claim paying capacity, 

and the estimate of total charges for administering the plan, The 

association may select separate writing carriers for the two types of 

qualified plans, the qualified Medicare supplement plan, and the health 

maintenance organization contract.

(c) The writing carrier shall perform all administrative and 

claims payment functions required by this section. The writing carrier 

shall provide these services for a period of three years, unless a 

request to terminate is approved by the director. The director shall 

approve or deny a request to terminate within 90 days of its receipt.' 

failure to approve or deny a request to terminate within 90 days of its 

receipt constitutes an approval. Six months before the expiration of 

each three-year period, the association shall invite submissions of 

policy forms from members of the association, including the writing

-23-
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carrier. The association shall select a writing carrier for the 

following three-year period under (b) of this section.

(d) The writing carrier shall provide to all eligible persons 

enrolled in the plan an individual certificate which contains a clear 

and easily understandable statement as to the insurance protection to 

which he is entitled, with whom claims are to be filed, and to whom 

benefits are payable. The certificate shall indicate that coverage was 

obtained through the association.

(e) The writing carrier shall submit to the association and the 

commissioner on a monthly basis a report on the operation of the state 

plan. Specific information to be contained in this report shall be 

determined by the association before the effective date of the state 

plan.

(f) All claims shall be paid by the writing carrier under the 

provisions of AS 21.50.010 - 21.50.140 and shall indicate that the claiz 

was paid by the state plan. Each claim payment shall include infor­

mation specifying the procedure to be followed in the event of a dispute 

over the amount of payment.

(g) The writing carrier shall be reimbursed frcm the state plan 

premiums received for its direct and indirect expenses. Direct and 

indirect expenses include but are not limited to a pro-rata reimburse- - 

ment for the portion of the writing carrier's administrative, printing, 

claims administration, management and building overhead expenses which 

are assignable to the maintenance and administration of the state plan. 

The association shall approve cost accounting methods to substantiate 

the writing carrier's cost reports consistent with generally accepted 

accounting principles. Direct and indirect expenses may not include 

costs directly related to the original submission of policy forms before 

selection as the writing carrier.



8

9

10

•
11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

i i

WORK DRAFT PAPER WORK DRAFT PAPER WORK DRAFT PAPER

(h) The writing carrier is an agent of the association and the 

director with civil liability subject to the provisions of AS 09.50.250 

09.50.300 when carrying out its duties under AS 21.50.010 - 21.50.140.

(i) Premiums received by the writing carrier for the state plan 

are exempt from the requirements of AS 21.50.130(c).

Sec. 21.50.110. ENROLLMENT BY ELIGIBLE PERSON. (n) The state 

plan is open for enrollment by eligible persons. An eligible person may 

enroll by submission of a certificate of eligibility to the writing 

carrier which provides:

(1) name, address, age, and length of time at residence of 

the applicant;

(2) name, address, and age of spouse and children, if any, if 

they are to be insured;

(3) evidence of rejection, or a requirement of restrictive 

riders, or a preexisting conditions limitation on a qualified plan by at 

least two association members within six months of the date of the 

certificate, the effect of which is to reduce coverage substantially 

from that received by a person considered a standard risk;

(A) a ‘.esignation of the coverage desired.

(b) Within 30 days of receipt of the certificate described in (a) 

of this section, the voriting carrier shall either reject the application 

for failing to comply with the requirements in (a) of this section or 

forward the eligible person a notice of acceptance and billing infor­

mation. Insurance is effective immediately upon receipt of the first 

month's state plan premium and shall be retroactive to the date of 

application if the applicant otherwise complies with the requirements of 

AS 21.50.010 - 21.50.1A0. An eligible person may not purchase more than 

one policy from the state plan.

(c) A person who obtains coverage under this section is not

-25-
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covered for a preexisting condition during the first six months of 

coverage under the state plan if the person was diagnosed or treated fcr 

that condition during the 90 days immediately preceding the filing of sr. 

application.

Sec. 21.50.120. SOLICITATION OF ELIGIBLE PERSONS. (a) The asso­

ciation shall disseminate appropriate information to the residents of 

the state under a plan approved by the director regarding the existence 

of the state plan and the means of enrollment.

(b) The association shall maintain public awareness of he p r o­

visions of AS 21.50.010 - 21.50.140 and shall administer this chapter in 

a manner which encourages public participation in the state plan.

(c) The writing carrier shall pay an agent's referral fee of $25 

to each insurance agent who refers an applicant to the state plan if the 

application is accepted. Selling or marketing of qualified state plans 

may not be li' ited to the writing carrier or its agents. The referral 

fees shall be paid by the writing carrier from money received as 

premiums for the state plan.

(d) Every insurer which rejects or applies underwriting restric­

tions to an applicant for accident and health insurance shall notify t h e  

appplicant of the existence of the state plan, the requirements for 

being accepted in it, and the procedure for applying to it.

Sec. 21 50.130. CONVERSION PRIVILEGES. (a) Each program of 

self-insurance and each policy of group accident and health insurance cr 

contract of coverage by a health maintenance organization written or 

renewed in the state shall include the right to convert to an individual 

coverage qualified plan without the addition of underwriting restric- ; 

tions regardless of the reason for leaving the group. A person leaving 

the group may exercise his right to conversion within 30 days of leaving 

the group.
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1 (b) Plans of health coverage shall include a provision which, upon

2 the death of the individual in whose name the contract was issued,

3 permits an individual then covered under the contract to elect, within

4 the period specified in the contract, to continue coverage under the

5 same or a different contract without tne addition of underwriting re-

6 strictions until he v7ould have ceased to be entitled to coverage had the

7 individual in whose name the contract was issued lived.

Sec. 21.50.200. DEFINITIONS. In this chapter,

9 (1 ) "accident and health insurance policy" or "policy"

10 (A) means insurance or nonprofit health service plan

contracts providing benefits for hospital, surgical, and medical

12 care;

13 (B) does not mean coverage which is

(i) limited to disability or income protection

11

14

15 coverage

16

18
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21
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(ii) automobile medical payment coverage,

17 ( i i i )  supplemental to liability insurance,

(iv) sold by fraternals and provides payBents on a 

per diem, daily indemnity or nonexpense-incurred basis;

(2 ) "association" means a comprehensive health association 

established under AS 21.50.070;

22 (3) "dependent" means a spouse or unmarried child under the

age of 18 years, a child who is a student under the age of 25 years and 

financially dependent upon the parent, a dependent child of any age who 

is disabled, or a household member^ who is financially dependent on the. 

primary insured;

(4) "director" means the director of insurance;

• (5) "eligible person" means an individual who is a resident 

29 ’ of the state and meets the enrollment requirements of AS 21.50.110;
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WORK DRAFT PAPER WORK DRAFT PAPER WORK DRAFT PAPE

(6) "fraternal" means a corporation, society, order, or 

voluntary association without capital stock which sells health and 

accident insurance in accordance with AS 21.84;

(7) "gross income" means income under AS 43.20;

(8) "health benefits" means benefits offered to employees o 

an indemnity or prepaid basis which pays the costs of or provide 

medical, surgical, or hospital care;

(9) "health maintenance organization" means a nonprofit 

corporation organized and operated under 42 U.S.C. sec. 300(e);

(10) "insurer"

(A) means a company offering, selling, issuing or 

renewing policies or contracts of accident and health insurance;

(B) does not mean health maintenance organization;

(11) "Medicare" means Part A and Part B of the United States 

Social Security Act, Title XVIII, as amended, 42 U.S.C. sections 1394, 

et seq;

(12) "Medicare supplement plan" means a plan of insurance 

protection which provides benefits for the costs of medical, surgical, 

or hospital care and which is marketed as providing benefits which 

complement or supplement the benefits provided by Medicare;

(13) "plan of health coverage" means a plan or combination o 

plans of coverage, including combinations of self-insurance, individua 

accident and health insurance policies, group accident and health in­

surance policies, coverage under a nonprofit health service plan, or 

coverage under a health maintenance organization subscriber contract;

(14) "qualified expense" means a charge incurred for a healt 

service which is included in the list of covered services described in 

AS 21.50.040(a) and for which no third party is liable;

(15) "qualified Medicare supplement plan" means a health
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benefit plan which has been certified by the director as providing the 

minimum benefits required by AS 21.50.050 or the actuarial equivalent c: 

those benefits;

(16) "qualified plan" means those health benefit plans which 

have been certified by the director as providing the minimum benefits 

required by AS 21.50.040 or the actuarial equivalent of those benefits;

(17) "self-insurance" means a plan of health coverage offered 

by a self-insurer;

(18) "self-insurer"

(A) means an employer who directly provides a plan of 

health coverage to his employees and administers the plan of health 

coverage himself or through an insurer;

(B) does not mean an employer engaged in the business ct 

providing health care services to the public who provides health 

care services directly to his employees at no charge to them;

(19) "state plan" means policies of comprehensive health 

insurance and contracts of health maintenance organization coverage 

offered by the association through the writing carrier under this 

c h a p t e r ;

(20) "state plan premium" means a premium determined under 

AS 21.50.060;

(21) "third party" means a person other than the eligible 

person or his dependents;

(22) "writing carrier" means an insurer or insurers and a 

hospital or medical service corporation or corporations selected by the 

association and approved by the director to administer the comprehensive 

health insurance plan.

* Sec. 3. AS 47.07 is amended by adding new sections to read:

ARTICLE 2. INSURANCE AND SERVICE CONTRACTS.
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Sec. 47.07.100. MEDICAL ASSISTANCE BY INSURANCE OR SERVICE 

CONTRACTS. (a) The commissioner shall use available medical assistance 

funds to purchase and pay premiums on policies of insurance or pay the

i
expenses on health care service contracts or medical or hospital service

I

contracts that provide one or more of the medical and remedial care and 

services available under medical assistance for the benefit of the 

categorically or the medically needy.

(b) The policy of insurance or the contract must by its terms 

guarantee

(1) to provide medical and remedial care and services of the 

type and according to the standards prescribed under AS 47.07.030;

(2) to pay providers of. medical and remedial care and 

services the amount due, based on the number of days of care and the 

fees, charges, and costs established under AS 47.04.030 except as to 

medical or hospital service contracts issued by a hospital association 

which employs a method of accounting or payment on other than a fee for 

service basis;

(3) to provide medical and remedial care and services under 

policies of insurance or contracts in compliance with applicable laws 

and regulations;

(4) to provide the statistical data, records, and reports 

relating to the provision, administration, and costs of providing 

medical and remedial care and services as required by the commissioner.

Sec. 47.07.110. RATES ON INSURANCE OR SERVICE CONTRACTS. (a) The 

commissioner shall establish uniform areawide rates for the payment or. 

policies of insurance or service contracts from available medical 

assistance funds.

(b) The commissioner may not pay a premium or other periodic 

charge on a policy of insurance, health care service contract, or
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hospital service contract unless the insurer or contractor issuing the 

policy or contract is authorized to do business in the state.

Sec. 47.07.120. CONTRACTS WITH DIRECT PROVIDERS OF CARE AND 

SERVICE. (a) The commissioner may enter into nonexclusive contracts 

under which funds available for medical assistance may be administered 

and disbursed by the contractor to direct providers of medical and 

remedial care and services available under medical assistance for 

services rendered and supplies furnished by them under this chapter. 

Payment shall be made under AS 47.07.030.

(b) A contract under this section shall

(1) oblige the contractor to make payments under the contract 

promptly and not later than 30 days after receipt of the proper evidence 

of the claim; and
•f'

(2) provide data, records, and reports . quired by the com- -

m iss j £ ^ .  / 3 *  *  7 ^ - ^ ^
* Sec. 4. AS 47.07.0^0 is amended to read: ^  —

Sec. 47.07.030. MEDICAL SERVICES TO BE PROVIDED. Medical services

to be offered to eligible persons include inpatient hospital, outpatient

hospital, rural health clinic, outpatient surgical care centers,
y

laboratory a n d ^ r a y ,  refractions and eye examinations by —

ophthalmologists or optometrists, eyeglasses prescribed by a physician 

skilled in diseases of the eye or by an optometrist, podiatrist services 

chiropractic services, private duty nursing, physical therapist services 

occupational therapy services, dental services and dentures, personal 

care se-vices, prosthetic services, prescribed drugs, inpatient 

psychiatric h o s p i t a l , skilled nursing and intermediate care facility 

services for persons age 65 or older and persons under age 21, skilled 

and intermediate nursing heme, physician, home health care services, 

early periodic screening diagnosis and treatment of persons under 21
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years of age, inpatient, skilled nursing, and intermediate care facility 

services for persons 65 years of age or older, clinic services, 

treatment of speech, hearing and language disorders, diagnostic, 

screening, prevention, and rehabilitation services and reasonable 

transportation to and from the point of medical care. No additional 

services may be provided unless approved by the legislature.

. 47.07.130. IMPLEMENTATION. The commissioner shall implements 

:he provisions of AS 47.07.100 - 47.07.130 when the commissioner

determines that comparable benefits at equal or less cost than direct \ . 

payments by the department to the providers of medical assistance.

Sec. 47.07.150. DEFINITIONS. In AS 47.07.100 - 47.07.150 J  I
& I

(i) "commissioner" means the commissioner of health and {  '

social services;

(2) "department" means the Department of Health and Social

Se r v i c e s .

\ *  Sec. 5. AS 47.07.070 is amended by adding a new subsection to read:

(b) In providing reimbursement to providers of services under (a) 

of this section, the state shall pay

(1) interest on unpaid m ed-ica-l bills presented by providers

at the rate of one percent per month when payment is delayed more than

30 days after presentation of the billing; and

(2) interest on unpaid Is presented by providers _

at the rate of two percent per month when payment is delayed more than 

six months after presentation of the billing.

* Sec. 6. AS 47.25.120 is amended to read:

Sec. 47.25.120. ELIGIBILITY FOR ASSISTANCE. Financial assistance 

may be given under AS 47.25.120 - 47.25.300 f, SO FAR AS PRACTICABLE 

UNDER THE CONDITIONS IN THIS STATE,] to

(1) a needy person who is eligible under the regulations of
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the departmen* ; and

(2) a medically reedy person who has incurred medical expenses
!

which equal or exceed the difference between the person's monthly inccr.e 

and i50 percent of the current Federal Community Services A d m i n i s traticn1 

poverty income guidelines for Alaska (45 C.F.R.,sec. 1060.2).

* Sec. 7. AS 47.25 is amended by adding a new section to read:

Sec. 47.25.175. INTEREST ON LATE PAYMENTS. In providing r e­

imbursement to providers of medical services under AS 47.25.120 - 

47.25.300, the state shall pay

(1) interest on unpaid medical bills presented by providers

at the rate of one percent per month when payment is delayed more than

30 days after presentation of the billing; and

(2) interest on unpaid medical bills presented by providers

at the rate of two percent per month when payment is delayed more than

six months after presentation of the billing.

* Sec. 8. ADJUSTMENT OF EMPLOYER-SPONSORED PLANS. When employees subject 

to the requirements of AS 18.12 enacted in sec. 1 of this Act are included ir. 

the coverage provisions of an employer-sponsored prepaid health care plan 

covering similar employees employed outside the .state and the majority of the 

employees are not subject to the requirements of AS 18.12, the benefits 

applicable to the employees covered by AS 18.12 shall be adjusted within one 

year after the effective date of this Act so as to meet the requirements of 

AS 18.12. . .

* Sec. 9. This Act takes effect January 1, 1981.

26

27

28

2!L
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“ CHAPTER 
PR EPA ID  HEALTH CARE ACT 

F A R T  I. S H O R T  T I T L E ;  P U R P O S E ;  D E F I N I T I O N S

S s c .  -1 S h o r t  t i t le .  T h is  c h a p t e r  sh a l l  be  k n o w n  a s  t h e  H a w a i i  P r e p a id  
H e a l th  C a r e  A ct.

S e c .  -2 F i n d in g s  a n d  p u r p o s e .  T h e  c o s t  o f  m e d ic a l  c a r e  in c a se  o f  
s u d d e n  n e e d  m a y  c o n s u m e  all o r  a n  ex cess ive  p a r t  o f  a p e r s o n 's  r e so u rc es .  
P r e p a id  h e a l th  c a re  p la n s  o f fe r  a  c e r t a in  m e a s u r e  o f  p r o t e c t i o n  a g a in s t  su c h  
e m e rg e n c ie s .  It is th e  p u r p o s e  o f  th i s  c h a p t e r  in  v iew  o f  t h e  s p i r a l i n g  c o s t  o f  
c o m p r e h e n s iv e  m e d ic a l  c a r e  t o  p ro v id e  th i s  ty p e  o f  p r o t e c t i o n  t o r  t h e  e m ­
p loyees  in  th i s  S ta te .  A l th o u g h  a  la rg e  s e g m e n t  o f  t h e  l a b o r  f o r c e  in  th e  S t a t e  
a l r e a d y  e n jo y s  c o v e ra g e  o f  th i s  ty p e  c i th e r  b y  v i r tu ?  o f  co l le c t iv e  b a r g a in in g  
a g re e m e n ts ,  e m p lo y e r - s p o n s o r e d  p la n s ,  o r  in d iv id u a l  in i t i a t iv e ,  th e r e  is a  
need  to  e x t e n d  th a t  p r o t e c t i o n  t o  w o r k e r s  w h o  a t  p re se n t  d o  n o t  p o s s e s s  a n y  
o r  po ssess  o n ly  i n a d e q u a t e  p r e p a y m e n t  co v e rag e .

T h is  c h a p t e r  sh a l l  no t be  c o n s t r u e d  to  in t e r f e re  w i th  o r  d im in i s h  a n y  
p ro te c t io n  a l r e a d y  p ro v id e d  p u r s u a n t  t o  co l lec t iv e  b a r g a in in g  a g r e e m e n t s  o r  
e m p lo y e r - s p o n s o r e d  p la n s  t h a t  is m o r e  f a v o ra b le  t o  th e  e m p lo y e e s  b e n e f i te d  
th e re b y  t h a n  th e  p r o te c t io n  p ro v id e d  by th is  c h a p t e r  o r  a t  leas t  e q u iv a l e n t  
th e re to .

Sec. -3  D e f in i t i o n s  g e nera l ly .  A s  used in th i s  c h a p te r ,  u n le s s  th e  c o n ­
tex t  c lea r ly  r e q u i re s  o th e rw ise :

( I) “ D e p a r t m e n t ” m e a n s  the  d e p a r t m e n t  o f  l a b o r  a n d  in d u s t r i a l  r e la ­
t io n s .

, (2) “ D i r e c to r "  m e a n s  th e  d i r e c to r  o f  l a b o r  a n d  in d u s t r i a l  r e la t io n s .
(3) “ E m p ’o y e r”  n v .a n s  a n y  in d iv id u a l  o r  ty p e  o f  o r g a n iz a t io n ,  in c lu d in g  

a n y  p ; . : t n c r s h p ,  a s s o c ia t io n ,  t ru s t ,  e s t a te ,  j o i n t  s to c k  c o m p a n y ,  in ­
s u r a n c e  c o m p a n y ,  o r  c o r p o r a t i o n ,  w h e t h e r  d o m e s t i c  o r  fo re ig n ,  a 
d e b t o r  in p o sse s s io n  o r  rec e iv e r  o r  t ru s te e  in  b a n k r u p t c y ,  o r  th e  legal 
r e p r e s e n ta t iv e  o f  a d e c e a se d  p e r s o n ,  w h o  h a s  o n e  o r  m o r e  r e g u la r  
e m p lo y e e s  in his e m p lo y m e n t .  “ E m p lo y e r "  d o e s  n o t  in c lu d e :
(A )  T h e  S t a t e ,  a n y  o f  its p o l i t ica l  s u b d iv is io n s ,  o r  a n y  i n s t r u m e n t a l ­

ity  o f  th e  S t a t e  o r  its p o l i t ic a l  su b d iv is io n s ;
(R) T h e  U n i te d  S t a te s  g o v e r n m e n t  o r  a n y  i n s t r u m e n ta l i t y  o f  th e  

U n i te d  S ta te s ;
(C )  A n y  o t h e r  s ta te  o r  p o l i t ic a l  s u b d iv i s io n  th e r e o f  o r  i n s t r u m e n t a l ­

ity o f  s u c h  s ta te  o r  p o l i t ica l  su b d iv is io n .
(D )  A n y  fo re ig n  g o v e r n m e n t  o r  i n s t r u m e n ta l i t y  w h o l ly  o w n e d  by  a 

fo re ig n  g o v e r n m e n t ,  if  (i) th<* se rv ic e  p e r f o r m e d  in its  e m p l o y  
is o f  a  c h a r a c t e r  s im i la r  to  th a t  p e r f o r m e d  in  fo r e ig n  c o u n t r i e s  
by  e m p lo y e e s  o f  th e  U n i te d  S t a te s  g o v e r n m e n t  o r  o f  a n  in s t r u ­
m e n ta l i t y  th e re o f ,  a n d  (i i) th e  U n i te d  S t a te s  S e c r e t a r y  o f  S t a t e  
has  c e r t i f ied  o r  cer t i f ie s  to  th e  U n i te d  S t a te s  S e c r e t a r y  o f  th e  
T r e a s u r y  th a t  the  fo re ig n  g o v e r n m e n t ,  w i th  re spec t  t o  w h o s e  i n ­
s t r u m e n ta l i t y  e x e m p t io n  is c l a im e d ,  g r a n t s  a n  e q u iv a l e n t  e x e m p -



n w i th  re sp ec t  t o  s im i la r  serv ice  p e r fo rm e d  in th e  fo re ign  
- u n t r y  by  e m p lo y e e s  o f  th e  U n i te d  S ta te s  g o v e r n m e n t  a n d  of 

i n s t r u m e n ta l i t i e s  th e re o f .
(4) “ E m p l o y m e n t ” m e a n s  se rv ice ,  in c lu d in g  serv ice  in in t e r s t a t e  c o m ­

m e rc e .  p e r f o r m e d  fo r  w a g e s  u n d e r  a n y  c o n t r a c t  o f  h ire ,  w r i t t e n  o r  
o r a l ,  e x p r e s s e d  o r  im p l ie d ,  w i th  a n  e m p lo y e r ,  ex c e p t  a s  o th e rw ise  
p ro v id e d  in  s e c t io n s  -4  a n d  -5.

(5) “ P r e m i u m ” m e a n s  t h e  a m o u n t  p a y a b le  to  a  p re p a id  h e a l th  c a r e  p lan  
c o n t r a c t o r  a s  c o n s i d e r a t i o n  fo r  h is o b l ig a t io n s  u n d e r  a  p r e p a id  h e a l th  
c a r e  p la n .

(6) “ P r e p a id  h e a l th  c a r e  p l a n "  m e a n s  a n y  a g re e m e n t  by w h ic h  a n y  p re ­
p a id  h e a l th  c a r e  p la n  c o n t r a c t o r  u n d e r t a k e s  in c o n s id e r a t io n  o f  a 
s t i p u la t e d  p r e m iu m :
(A )  E i th e r  to  f u r n i s h  h e a l th  c a r e ,  in c lu d in g  h o s p i ta l iz a t io n ,  su rg e ry ,  

m e d ic a l  o r  n u r s in g  c a re ,  d r u g s  o r  o th e r  r e s to ra t iv e  a p p l ia n c e s ,  
su b je c t  to ,  if  a t  all .  o n ly  a  n o m in a l  p e r  serv ice  ch a rg e ;  o r

(B ) T o  d e f r a y  o r  r e im b u r s e ,  in w h o le  o r  in p a r t ,  the  e x p e n s e s  o f  
h e a l th  c a re .

(7) “ P r e p a id  h e a l th  c a r e  p la n  c o n t r a c t o r "  m e an s :
(A )  A n y  m e d ic a l  g r o u p  o r  o r g a n iz a t io n  w h ich  u n d e r ta k e s  u n d e r  a 

p re p a id  h e a l th  c a r e  p la n  t o  p ro v id e  h e a l th  care ;  o r  
<B) A n y  n o n p r o f i t  o r g a n i z a t i o n  w h ic h  u n d e r t a k e s  u n d e r  a  p re p a id  

h e a l th  c a r e  p la n  to  d e f r a y  o r  r e im b u r s e  in w h o le  o r  in p a r t  the  
e x p e n s e s  o f  h e a l th  ca re ;  o r

(C )  A n y  in s u r e r  w h o  u n d e r t a k e s  u n d e r  a  p re p a id  h e a l th  c a r e  p la n  
t o  d e f r a y  o r  r e im b u r s e  in w h o le  o r  in p a r t  th e  e x p e n s e s  o f  h e a l th  
ca re .

(S) " R e g u l a r  e m p lo y e e ”  m e a n s  a  p e r s o n  e m p lo y e d  in th e  e m p lo y m e n t  
o f  a n y  o n e  e m p l o y e r  f o r  a t  leas t  tw e n ty  h o u r s  pe r  w eek bu t  d o e s  n o t  
i n c lu d e  a  p e r s o n  e m p lo y e d  in s e a s o n a l  e m p lo y m e n t .  “ S e a s o n a l  e m ­
p lo y m e n t” f o r  th e  p u r p o s e s  o f  th i s  p a r a g r a p h  m e a n s  e m p lo y m e n t  in 
a  s e a s o n a l  p u r s u i t  a s  d e f in e d  in s e c t io n  387-1 by a  s e a so n a l  e m p lo y e r  
d u r i n g  a  s e a s o n a l  p e r io d  o r  s e a s o n a l  p e r io d s  fo r  th e  e m p lo y e r  in th e  
s e a s o n a l  p u r s u i t  o r  e m p l o y m e n t  by a n  e m p lo y e r  e n g a g e d  in th e  c u l ­
t iv a t in g ,  h a rv e s t in g ,  p ro c e s s in g ,  c a n n in g ,  a n d  w a r e h o u s in g  o f  p in e ­
a p p le  d u r in g  its s e a s o n a l  p e r io d s .  T h e  d i r e c to r  by ru le  a n d  r e g u la ­
t io n  m a y  d e t e r m i n e  t h e  k in d  o f  e m p l o y m e n t  th a t  c o n s t i t u t e s  
s e a s o n a l  e m p lo y m e n t .

( (>) " W a g e s ”  m e a n s  all c a s h  r e m u n e r a t i o n  fo r  serv ices  f r o m  w h a te v e r  
s o u rc e ,  i n c lu d in g  c o m m is s io n s ,  b o n u s e s ,  a n d  t ip s  a n d  g ra tu i t i e s  pa id  
d i r e c t ly  to  a n y  in d iv id u a l  by  a c u s to m e r  o f  his e m p lo y e r .

I f  the  e m p lo y e e  d o c s  n o t  a c c o u n t  t o  his e m p lo y e r  fo r  th e  tips  
a n d  g ra tu i t i e s  rece ived  a n d  is e n g a g e d  in a n  o c c u p a t io n  in w h ic h  he  
c u s to m a r i ly  a n d  re g u la r ly  rece ives  m o r e  t h a n  $20 a  m o n th  in tips, 
the  c o m b in e d  a m o u n t  rec e iv ed  b y  h im  f ro m  his e m p lo y e r  a n d  f ro m  
t ips  sha l l  be  d e e m e d  to  be  at leas t e q u a l  to  th e  w a ge  r e q u i r e d  by 
c h a p t e r  387 o r  a  g r e a t e r  s u m  as d e t e r m in e d  by  r e g u l a t i o n  o f  the  
d i r e c to r .
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“ W a g e s”  d o e s  n o t  in c lu d e  th e  a m o u n t  o f  a n y  p a y m e n t  specified 
in s e c t io n  3 8 3 - 1 I o r  392-22 o r  c h a p t e r  386.

S e c .  -4  P la c e  o f  p e r f o r m a n c e .  “ E m p l o y m e n t ”  in c lu d e s  a n  in d iv id u a l 's  
e n t i r e  se rv ice ,  p e r f o r m e d  w i th in  o r  b o th  w i th in  a n d  w i th o u t  th i s  S t a t e  if:

(1) T h e  serv ice  is loca l ized  in th i s  S t a te ;  o r
(2) T h e  serv ice  is n o t  lo c a l ized  in  a n y  s t a te  b u t  s o m e  o f  th e  service is 

p e r f o r m e d  in th is  S t a te  a n d
(A )  th e  in d iv id u a l ’s b a se  o f  o p e r a t i o n ,  o r ,  if  th e re  is n o  b a s e  o f  o p e r a ­

t io n ,  th e  p lace  f r o m  w h ic h  s u c h  serv ice  is d i r e c te d  o r  c o n t ro l l e d ,  
is in th e  S ta te ;  o r  

(13) the  in d iv id u a l ’s base  o f  o p e r a t i o n  o r  p la ce  f r o m  w h ic h  th e  se r ­
vice is d i r e c te d  o r  c o n t r o l l e d  is n o t  in a n y  s t a t e  in  w h ich  so m e  
p a r t  o f  th e  serv ice  is p e r f o r m e d  b u t  th e  i n d iv id u a l ’s re s id en ce  
is in th is  S ta te .

S e c .  -5  E x c lu d e d  serv ices .  “ E m p l o y m e n t ” a s  d e f in e d  in se c t io n  -3 
d o c s  no t  in c lu d e  th e  fo l lo w in g  services :

(1) S e rv ice  p e r f o r m e d  hy  a n  in d iv id u a l  in th e  e m p lo y  o f  a n  e m p lo y e r  
w h o ,  by  t h e  law s  o f  th e  U n i te d  S t a te s ,  is r e s p o n s ib le  f o r  c a r e  a n d  
co s t  in c o n n e c t io n  w i th  s u c h  service.

(2) S e rv ice  p e r f o r m e d  by  a n  in d iv id u a l  in th e  e m p lo y  o f  h is s p o u s e ,  so n ,  
o r  d a u g h t e r ,  a n d  serv ice  p e r f o r m e d  by  a n  in d iv id u a l  u n d e r  th e  age  
o f  tw e n ty - o n e  in  th e  e m p lo y  o f  h is f a th e r  o r  m o th e r .

(3) S e rv ice  p e r f o r m e d  in  t h e  e m p lo y  o f  a v o lu n ta r y  e m p lo y e e ’s benef ic i­
a r y  a s s o c ia t io n  p ro v id in g  f o r  th e  p a y m e n t  o f  life, s ick , a c c id e n t ,  o r  
o t n e r  b e nef i ts  t o  th e  m e m b e r s  o f  th e  a s s o c ia t io n  o r  th e i r  d e p e n d e n t s  
o r  th e i r  d e s ig n a te d  benef ic ia r ies ,  if
(A )  a d m is s io n  to  m e m b e r s h ip  in th e  a s s o c ia t io n  is l im i ted  t o  in d i ­

v id u a ls  w h o  a rc  o ff ice rs  o r  e m p lo y e e s  o f  th e  U n i te d  S t a t e s  gov­
e r n m e n t ,  a n d

(II) n o  p a r t  o f  th e  net e a r n in g s  o f  th e  a s s o c ia t io n  in u re s  ( o t h e r  t h a n  
t h r o u g h  su c h  p a y m e n ts )  t o  t h e  b e n e f i ts  o f  a n y  p r iv a te  s h a r e h o l d ­
e r  o r  in d iv id u a l .

(4) S e rv ice  p e r f o r m e d  by  a n  in d iv id u a l  fo r  a n  e m p lo y e r  as  a n  i n s u r a n c e  
a g e n t  o r  a s  a n  in s u r a n c e  so l ic i to r ,  i f  all su ch  se rv ice  p e r f o r m e d  by 
th e  in d iv id u a l  fo r  th e  e m p lo y e r  is p e r f o r m e d  f o r  r e m u n e r a t i o n  so le ly  
by  w a y  o f  c o m m is s io n .

(5) S e rv ice  p e r f o r m e d  by  a n  in d iv id u a l  fo r  a n  e m p lo y e r  a s  a  rea l  e s ta te  
s a l e s m a n  o r  a s  a  real e s ta te  b r o k e r ,  if a ll  s u c h  serv ice  p e r f o r m e d  by 
th e  in d iv id u a l  f o r  t h e  e m p lo y e r  is p e r f o r m e d  f o r  r e m u n e r a t i o n  so le ly  
by  w a y  o f  c o m m is s io n .

(6) S e rv ic e  p e r f o r m e d  by a n  in d iv id u a l  w h o ,  p u r s u a n t  t o  t h e  F e d e ra l  
E c o n o m ic  O p p o r t u n i t y  A ct o f  1964, is n o t  su b jec t  t o  t h e  p ro v is io n s  o f  
la w  r e e l i n g  t o  fe d e ra l  e m p lo y m e n t ,  in c lu d in g  u n e m p l o y m e n t  c o m -  
p e r  u t ion .

S e e .  -6 P r in c ip a l  a n d  s e c o n d a r y  e m p lo y e r  d e f in e d ;  c o e rc io n ,  in t e r ­
fe re n ce ,  e tc .  p r o h ib i t e d .  If a n  in d iv id u a l  is c o n c u r r e n t ly  a r e g u la r  c . . . / ,L  vcc 
o f  t w o  o r  m o r e  e m p lo y e r s  a s  d e f in e d  in th i s  c h a p te r ,  th e  e m p lo y e e  sh a l l  d e t c i -
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S e e .  -7  R e q u i r e d  h e a l th  c a re  b e n e f i ts ,  (a)  A p re p a id  h e a l th  c a re  p lan  
sha l l  q u a l i fy  a s  a  p la n  p r o v id in g  th e  m a n d a t o r y  h e a l th  c a r e  b e nef i ts  r e q u ire d  
u n d e r  th i s  c h a p t e r  if it p ro v id e s  fo r  h e a l th  c a r e  b e n e f i ts  e q u a l  to ,  o r  m ed ica l ly  
r e a s o n a b ly  s u b s t i t u t a b l e  fo r ,  th e  b e n e f i ts  p r o v id e d  by  p re p a id  h e a l th  p la n s  
o f  th e  s a m e  ty p e ,  a s  spec if ied  in se c t io n  -1 2 (a )  ( I )  o r  (2). w h ic h  have  the  
la rg es t  n u m b e r s  o f  s u b s c r i b e r s  in th e  S ta te .  T h is  a p p l ie s  t o  th e  typ es  a n d  
q u a n t i t y  o f  b e n e f i ts  a s  w ell a s  t o  l im i t a t io n s  o n  r c im b u r s a b i l i ty ,  in c lu d in g  d e ­
d u c t ib le s ,  a n d  to  r e q u i r e d  a m o u n t s  o f  c o - in s u ra n c e .

T h e  d i r e c to r ,  a f t e r  ad v ic e  by  th e  p r e p a id  h e a l th  c a r e  a d v is o ry  co u n c i l ,  
shall  d e t e r m in e  w h e th e r  b e n e f i ts  p r o v id e d  in a p la n ,  o th e r  t h a n  th e  p la n  o f  the  
re sp ec t iv e  ty p e  h a v in g  th e  la rg es t  n u m b e r s  o f  s u b s c r ib e r s  in th e  S ta te ,  c o m ­
ply w i th  t h e  s t a n d a r d s  sp ec if ied  in th i s  s u b s e c t io n .

(b )  A  p r e p a id  g r o u p  h e a l th  c a re  p la n  sh a l l  a l s o  q u a l i fy  fo r  th e  m a n d a ­
to ry  h e a l th  c a r e  b e n e f i t s  r e q u i r e d  u n d e r  th is  c h a p t e r  if it is d e m o n s t r a t e d  by 
th e  h e a l th  c a r e  p la n  c o n t r a c t o r  o f f e r in g  s u c h  c o v e r a g e  t o  th e  s a t is fa c t io n  o f  
the  d i r e c to r  a f t e r  ad v ic e  b y  th e  p r e p a id  h e a l th  c a t e  a d v i s o ry  co u n c i l  th a t  the  
p lan  p ro v id e s  fo r  s o u n d  b a s ic  h o s p i t a l ,  s u rg ic a l ,  m e d ic a l ,  a n d  o th e r  h e a l th  
c a re  b e n e f i ts  a t  a p r e m i u m  c o m m e n s u r a t e  w i th  th e  b e nef i ts  in c lu d e d  t a k in g  
p r o p e r  a c c o u n t  o f  th e  l im i ta t io n s ,  c o - in s u r a n c e  f e a tu re s ,  a n d  d e d u c t ib le s  
sp ec if ied  in s u c h  p la n .  C o v e r a g e  u n d e r  a p la n  w h ich  p ro v id e s  a g g re g a te  b e n e ­
fits th a t  a r e  m o r e  l im i ted  t h a n  th o s e  p r o v id e d  by  p la n s  q u a l i fy in g  u n d e r  s u b ­
s e c t io n  (a )  sh a l l  he  in c o m p l i a n c e  w i th  s e c t io n  -I  I o n ly  if th e  e m p lo y e r  c o n ­
t r ib u te s  a t  leas t h a l f  o f  th e  c o s t  o f  t h e  c o v e ra g e  o f  d e p e n d e n t s  u n d e r  su ch  p lan .

(c) S u b je c t  t o  th e  p ro v i s i o n s  o f  s u b s e c t io n s  (a )  a n d  (b )  w i th o u t  l im i t in g  
the  d e v e lo p m e n t  o f  m e d ic a l ly  m o r e  d e s i r a b le  c o m b i n a t i o n s  a n d  th e  inc lu s io n  
o f  ne w  ty p e s  o f  b e n e f i ts ,  a  p r e p a id  h e a l th  c a re  p la n  q u a l i fy in g  u n d e r  th is  c h a p ­
te r  sh a l l  in c lu d e  a t  least th e  fo l lo w in g  benefit  types:

( I )  H o s p i t a l  benef i ts :
(A )  In - p a t i e n t  c a r e  fo r  a  p e r io d  o f  a t  leas t  o n e  h u n d r e d  tw e n ty  d a y s

o f  c o n f in e m e n t  in e a c h  c a l e n d a r  y e a r  co v e r in g :
(i) R o o m  a c c o m m o d a t i o n s ;

(ii) R e g u la r  a r id  sp ec ia l  d ie ts ;
(iii) G e n e r a l  n u r s in g  services ;
(iv) Use o f  o p e r a t i n g  r o o m ,  surgic.-.l su p p l ie s ,  a n e s th e s ia  se r ­

vices,  a n d  su p p lie s ;
(v) D r u g s ,  d re ss in g s ,  o x y g e n ,  a n t ib io t i c s ,  a n d  b lo o d  t r a n s f u ­

s io n  serv ices .

m in e  w h ic h  o f  t h e  e m p lo y e r s  sh a l l  be  h is  p r in c ip a l  e m p lo y e r .  H is  o t h e r  e m ­
p lo y e rs  a r c  s e c o n d a r y  e m p lo y e r s .  T h e  d e t e r m i n a t i o n  by  th e  e m p lo y e e  o f  his 
p r in c ip a l  e m p l o y e r  is b in d in g  f o r  o n e  y e a r  o r  u n t i l  c h a n g e  o f  e m p lo y m e n t ,  
w h ic h e v e r  is ea r l ie r .

If  a n  in d iv id u a l  is c o n c u r r e n t l y  is r e g u la r  e m p lo y e e  o f  a  p u b l ic  en t i ty  
w h ich  is n o t  a n  e m p lo y e r  a s  d e f in e d  in  s e c t io n  -3 a n d  o f  a n  e m p lo y e r  as  
d e f in e d  in  s e c t io n  -3  t h e  l a t t e r  sha l l  be  d e e m e d  to  be  a  s e c o n d a r y  e m p lo y e r .

A n  e m p lo y e r  w h o ,  d i r e c t ly  o r  in d ire c t ly ,  in te r fe re s  w i th  o r  co e rc e s  o r  
a t t e m p t s  t o  c o e rc e  a n  e m p lo y e e  in m a k i n g  a  d e t e r m i n a t i o n  u n d e r  th is  sec t io n  
sha l l  b e  s u b je c t  t o  th e  p e n a l ty  p r o v id e d  u n d e r  s u b s e c t io n  -33(b).
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(B) O u l - p a t i e n t  care :
(i) C o v e r in g  use o f  o u t - p a t i e n t  h o s p i t a l ;

(ii) Fac i l i t ie s  fo r  su rg ic a l  p ro c i  . lu res  o r  m e d ic a l  c a r e  o f  a n  
e m e rg e n c y  a n d  u rg e n t  n a tu r e .

(2) S u r g i c .! benefits :
(A )  S u rg ic a l  se rv ices  p e r f o r m e d  b y  a  l ic e n se d  p h y s ic ia n ,  a s  d e t e r ­

m in e d  by p la n s  m e e t in g  th e  s t a n d a r d s  o f  s u b s e c t io n s  (a )  a n d  (b):
(B) A f te r -c a re  visits fo r  a r e a s o n a b l e  p e r io d ;
(C )  A n es th e s io lo g is t  serv ices .

(3 )  M e d ica l  benefits ;
(A )  N e cessa ry  h o m e ,  off ice ,  a n d  h o s p i t a l  v is i ts  by  a  l ic e n sed  p h y s i ­

c ian ;
(B) In ten s iv e  m e d ica l  c a rc  w h i le  h o s p i t a l i z e d ;
(C )  M e d ica l  o r  su rg ica l  c o n s u l t a t i o n s  w h i le  c o n f in e d .

(4) D ia g n o s t i c  l a b o r a to r y  se rv ices ,  x - r a y  f i lm s,  a n d  r a d io - th e r a p e u t i c  
serv ices ,  n e c e s sa ry  fo r  d ia g n o s i s  o r  t r e a t m e n t  o f  in ju r ie s  o r  d iseases .

(5 )  M a te r n i ty  benef i ts ,  a t  leas t  if  th e  e m p l o y e e  h a s  be en  c o v e r e d  by  th e  
p re p a id  h e a l th  c a re  p la n  f o r  n in e  c o n s e c u t iv e  m o n t h s  p r i o r  to  th e  
de livery .

(d )  T h e  p re p a id  h e a l th  c a re  a d v i s o r y  c o u n c i l  sh a l l  be a p p o i n t e d  by  th e  
d i r e c to r  a n d  sh a l l  in c lu d e  r e p re s e n ta t iv e s  o f  t h e  m e d ic a l  a n d  p u b l ic  h e a l th  
p ro fe s s io n s ,  r e p re s e n ta t iv e s  o f  c o n s u m e r  in t e r e s t s ,  a n d  p e r s o n s  e x p e r ie n c e d  
in  p re p a id  h e a l th  c a re  p ro te c t io n .  I he  m e m b e r s h i p  o f  th e  c o u n c i l  sh a l l  n o t  
e x c e e d  seven  ind iv id u a ls .

PART II. MANDATOR Y COVERAGE
S e e .  - I I  C o v e ra g e  o f  r e g u la r  e m p lo y e e s  by g r o u p  p r e p a id  h e a l th  c a r e  

p la n .  E v e ry  e m p lo y e r  w h o  pays  t o  a  r e g u la r  e m p l o y e e  m o n t h l y  w a g e s  in a n  
a m o u n t  o f  at leas t  86 .67  t im e s  th e  m i n i n v m  h o u r ly  w a g e ,  sp ec if ie d  in c h a p te r  
387, a s  r o u n d e d  o f f  by re g u la t io n  o f  i r e c to r ,  sh a l l  p r o v id e  c o v e ra g e  o f  
s u c h  e m p lo y e e  by a p re p a id  g r o u p  h e a l th  c a r e  p la n  q u a l i fy in g  u n d e r  sec t io n  

-7 w i th  a  p re p a id  h e a l th  c a re  p la n  c o n t r a c t o r  in a c c o r d a n c e  w i th  th e  p r o ­
v is ions  o f  th i s  c h a p te r .

S e c .  -12 C h o ic e  o r  p la n  ty p e  a n d  o f  c o n t r a c t o r ,  (a )  E v e ry  e m p lo y e r  
r e q u i r e d  t o  p ro v id e  c o v e ra g e  fo r  h is e m p lo y e e s  by  a p re p a id  g r o u p  h e a l th  
c a r e  p la n  u n d e r  th is  c h a p t e r  sh a l l  e le c t  w h e t h e r  c o v e r a g e  shall  be  p r o v id e d  by:

(1) A p la n  w h ich  o b l ig a te s  th e  p r e p a id  h e a l th  c a r e  p la n  c o n t r a c t o r  to  
fu r n is h  th e  r e q u i re d  h e a l th  c a r c  b e n e f i t s ;  o r

(2) A p la n  w h ich  o b l ig a te s  th e  p r e p a id  h e a l th  c a r e  p la n  c o n t i a c t o r  to  
d e f r a y  o r  r e im b u r s e  th e  e x p e n s e s  o f  h e a l th  c a re .

11 is e le c t io n  is b in d in g  fo r  o n e  y ear .
(b )  W h e th e r  th e  e m p lo y e r  e lec ts  a p la n  ty p e  d e s c r ib e d  in  s u b s e c t io n  

(a )  ( I) o r  in su b se c t io n  (a )  (2). th e  e m p l o y e r  m a y  elec t  t h e  p a r t i c u l a r  c o n t r a c t o r  
bu t th e  e m p lo y e e  sh a l l  no t  be o b l ig a te d  t o  c o n t r i b u t e  a g r e a t e r  a m o u n t  t o  th e  
p r e m iu m  th a n  he w o u ld  h a v e  to  c o n t r i b u t e  h a d  th e  e m p l o y e r  e le c te d  c o v e ra g e  
w i th  th e  c o n t r a c t o r  p ro v id in g  th e  p re v a i l in g  c o v e r a g e  o f  th e  r e s p e c t iv e  ty p e  in 
th e  S ta te .
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S u b je c t  t o  th e  p r o v i s io n  o f  se c t io n  -20, th e  e m p lo y e r  sh a l l  p ro v id e  
c o v e ra g e  w i th  t h e  p r e p a id  h e a l th  c a r e  p la n  c o n t r a c t o r  se lected  p u r s u a n t  to  
th is s u b s e c t io n  fo r  all h is  e m p lo y e e s  in th e  S t a t e  e lec t in g  th is  ty p e  o f  co v e ra g e  
w h o  a rc  c o v e r e d  by  th e  p ro v i s io n s  o f  th i s  c h a p te r ,  e x c e p t  fo r  e m p lo y e e s  c o v ­
e re d  by  th e  h e a l th  c a re  p ro v is io n s  o f  a n  a p p l i c a b le  co l lec t ive  b a r g a in in g  a g r e e ­
m e n t  a s  p r o v id e d  in se c t io n  -19 (b)  f irs t  sen tence .

S e e .  -1 3  L ia b i l i ty  fo r  p a y m e n t  o f  p r e m iu m ;  w i th h o ld in g .  U n less  an  
a p p l i c a b le  co l lec t iv e  b a r g a in in g  a g r e e m e n t  spec if ic s  d if fe ren t ly  e v e ry  e m ­
p lo y e r  sh a l l  c o n t r i b u t e  a t  leas t  o n c - h a l f  o f  t h e  p r e m iu m  fo r  th e  c o v e ra g e  re­
q u i re d  hy  th i s  c h a p t e r  a n d  th e  e m p lo y e e  sh a l l  c o n t r ib u te  the  b a la n c e ;  p ro v id e d  
th a t  in n o  c a s e  sha l l  th e  e m p lo y e e  c o n t r ib u t e  m o r e  t h a n  1.5 p e r  cen t o f  his 
w ages;  a n d  p r o v id e d  th a t  if th e  a m o u n t  o f  th e  e m p lo y e e ’s c o n t r i b u t i o n  is less 
t h a n  o n c - h a l f  o f  th e  p r e m iu m ,  th e  e m p lo y e r  shall  be  l iab le  fo r  t h e  w h o le  re­
m a in in g  p o r t i o n  o f  th e  p re m iu m .

T h e  e m p l o y e r  sh a l l  w i th h e l d  th e  e m p lo y e e ’s s h a r e  f ro m  h is  w a g es  w ith  
re spec t  t o  p a y  p e r io d s  a s  spec if ied  b y  th e  d i r e c to r .

S e c .  -14  C o m m e n c e m e n t  o f  c o v e ra g e .  The e m p lo y e r  sh a l l  p ro v id e  
the  c o v e r a g e  re q u i r e d  by  th i s  c h a p t e r  fo r  a n y  re g u la r  e m p lo y e e ,  w h o  has  been 
in his e m p l o y  fo r  fo u r  c o n s e c u t iv e  w eeks ,  a t  the  ear l ies t  t im e  th e r e a f t e r  a t  
w h ich  c o v e r a g e  m a y  be p ro v id e d  w i th  th e  p re p a id  h e a l th  ca re  p l a n  c o n t r a c t o r  
se lec ted  p u r s u a n t  to  th i s  c h a p tc

S e c .  -1 5  C o n t i n u a t i o n  o f  c o v e ra g e  in  case  o f  inab i l i ty  t o  e a r n  w ages .
II a n  e m p lo y e e  is h o s p i ta l iz e d  o r  o th e rw is e  p re v e n te d  by s ic k n ess  f r o m  w o r k ­
ing. th e  e m p lo y e r  shall  e n a b le  th e  e m p lo y e e  t o  c o n t in u e  his c o v e ra g e  by  c o n ­
t r i b u t in g  t o  t h e  p r e m iu m  th e  a m o u n t s  p a id  by  th e  e m p lo y e r  t o w a r d  su ch  
p r e m iu m  p r i o r  t o  th e  e m p lo y e e ’s s ic k n ess  fo r  th e  p e r io d  th a t  s u c h  e m p lo y e e  
is h o s p i ta l iz e d  o r  p r e v e n te d  by  s ic k n es s  f r o m  w o rk in g .  I his o b l ig a t io n  shall 
no t e x c e e d  a  p e r io d  o f  th r e e  m o n th s  fo l lo w in g  th e  m o n t h  d u r in g  w h ich  the  
e m p lo y e e  b e c a m e  h o s p i ta l iz e d  or d is a b le d  f r o m  w o rk in g ,  o r  th e  p e r io d  fo r  
w h ich  th e  e m p lo y e r  h a s  u n d e r t a k e n  th e  p a y m e n t  o f  h is re g u la r  w a g e s  in su ch  
case ,  w h ic h e v e r  is longer .

S e e .  -1 6  L ia b i l i ty  o f  s e c o n d a r y  e m p lo y e r .  A n  e m p lo y e r  w h o  has  been  
no t i f ied  by  a n  e m p lo y e r ,  in th e  f o r m  p re sc r ib e d  by  th e  d i r e c to r ,  t h a t  lie is 
no t th e  p r in c ip a l  e m p lo y e r  a s  d e f in e d  in s e c t io n  -6 sh a l l  be re l ieved  o f  the 
d u ly  o f  p r o v id in g  th e  c o v e ra g e  r e q u i r e d  by  th is  c h a p te r  until  he  is n o t if ied  
by  th e  e m p lo y e e  p u r s u a n t  t o  sec t io n  -18 th a t  he has  b e c o m e  th e  p r in c ip a l  
e m p lo y e r ,  l i e  sh a l l  n o t i fy  th e  d i r e c to r ,  in th e  f o r m  p re sc r ib e d  hy th e  d i r e c to r ,  
th a t  he is re l ie v e d  f ro m  th e  d u t y  o f  p ro v id in g  c o v e ra g e  o r  o f  a n y  c h a n g e  in 
th a t  s ta tu s .

S e c .  -1 7  E x e m p t i o n  o f  c e r t a i n  e m p l o y e e s ,  (a )  In a d d i t i o n  to  the  
e x e m p t i o n  sp ec if ie d  in s e c t io n  16, a n  e m p lo y e r  shall  be relieved  o f  his d u ty  
u n d e r  s e c t io n  - I I  w i th  re spec t  to  a n y  e m p lo y e e  w h o  has  n o t i f ied  h im ,  in 
th e  f o r m  sp ec if ie d  hy th e  d i r e c to r ,  t h a t  the  e m p lo y e e  is:

( I) P r o t e c t e d  by  h e a l th  in s u ra n c e  o r  a n y  p re p a id  h e a l th  c a rc  p la n  e s t a b ­
l ished  u n d e r  a n y  law  o f  th e  U n i te d  S ta tes ;
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(2) C o v e r e d  a s  a d e p e n d e n t  u n d e r  a  p r e p a id  h e a l th  c a r e  p lan ,  e n t i t l in g  
h i m  to  th e  h e a l th  b e n e f i ts  r e q u i re d  b y  th is  c h a p te r ;

(3) A  rec ip ien t  o f  p u b l ic  a s s i s ta n c e  o r  c o v e re d  b y  a p re p a id  n e a l th  c a rc  
p la n  e s ta b l i s h e d  u n d e r  th e  la w s  o f  t h e  c p o v e rn in g  m e d ic a l  a s ­
s is tance .

(b )  E m p lo y e r s  rece iv in g  n o t i c e  c f  a  c la im  o f  . . e m p t i o n  u n d e r  th i s  sec ­
t i o n  sh a l l  n o t i fy  th e  d i r e c t o r  o f  s u c h  c la im  in  th e  f o r m  p r e s c r i b e d  by  th e  
d i r e c to r .

Sec .  -18  T e r m in a t io n  o f  e x e m p t io n ,  ( a )  If a n  e x e m p t i o n  w h ic h  h a s  
b e e n  c la im e d  by  a n  e m p lo y e e  p u r s u a n t  t o  se c t io n  -17  t e r m in a t e s  b e c a u se  o f  
a n y  c h a n g e  in th e  c i r c u m s ta n c e s  e n t i t l in g  th e  e m p lo y e e  t o  c la im  su c h  e x e m p ­
t io n ,  th e  e m p lo y e e  shall  p r o m p t ly  n o t i fy  t h e  p r in c ip a l  e m p l o y e r  o f  th e  t e r m i n a ­
t i o n  o f  t h e  e x e m p t io n  a n d  th e  e m p l o y e  t h e r e u p o n  sh a l l  p ro v id e  c o v e ra g e  a s  
re q u i r e d  by  th is  c h a p te r .

(b) I f  b e c a u se  o f  a  c h a n g e  in  the  e m p l o y m e n t  s i t u a t i o n  o f  a n  e m p lo y e e  
o r  a  r e d e t e r m in a t i o n  by a n  e m p lo y e e  a s  p r o v id e d  in s e c t io n  -6, a  p r in c ip a l  
e m p lo y e r  b e c o m e s  a s e c o n d a ry  e m p lo y e r  o r  a  s e c o n d a r y  e m p lo y e r  b e c o m e s  
th e  p r in c ip a l  e m p lo y e r ,  th e  e m p lo y e e  sh a l l  p r o m p t l y  n o t i fy  th e  e m p lo y e r s  
a f fe c ted  o f  s u c h  c h a n g e  a n d  th e  ne w  p r in c ip a l  e m p l o y e r  sh a l l  p ro v id e  c o v e r ­
ag e  a s  r e q u i r e d  by  th is  c h a p te r .

Sec .  -19 F r e e d o m  o f  co l lec t iv e  b a r g a i n i n g ,  (a )  In  a d d i t i o n  to  t h e  p o l ­
icy s t a te d  in  se c t io n  -2, n o th in g  in  th i s  c h a p t e r  sh a l l  be  c o n s t r u e d  t o  limit 
th e  f r e e d o m  o f  e m p lo y e e s  to  b a r g a in  co l lec t iv e ly  fo r  d i f f e r e n t  p r e p a id  h e a l th  
ca re  p la n  c o v e ra g e  o r  fo r  a d i f fe ren t  a l lo c a t io n  o f  the  c o s t s  th e re o f .  A co l lec ­
t ive b a r g a in in g  a g re e m e n t  m a y  p r o v id e  th a t  t h e  e m p l o y e r  h im se lf  u n d e r t a k e s  
to  p ro v id e  th e  h e a l th  ca rc  spec if ied  in t h e  a g re e m e n t .

(b) If th e  e m p lo y e e s  r e n d e r in g  p a r t i c u l a r  ty p e s  o f  se rv ice s  a r e  n o t  c o v ­
e re d  by th e  h e a l th  c a re  p ro v is io n s  o f  t h e  a p p l i c a b l e  co l lec t iv e  b a r g a in in g  
a g r e e m e n ts  t o  w h ich  th e ir  e m p lo y e r  is a p a r ty ,  t h e  p r o v i s io n s  o f  th i s  c h a p te r  
sh a l l  be  a p p l i c a b le  w ith  respec t  t o  th e m .  A n  e m p lo y e r  o r  g r o u p  o f  e m p lo y e r s  
sh a l l  be d e e m e d  to  h a v e  c o m p l ie d  w i th  t h e  p r o v i s io n s  o f  th is  c h a p t e r  if  they  
u n d e r t a k e  t o  p ro v id e  h e a l th  c a re  se rv ices  p u r s u a n t  to  a  co l lec t iv e  b a r g a in in g  
a g re e m e n t  a n d  th e  serv ices  a re  a v a i l a b l e  t o  all o t h e r  e m p lo y e e s  n o t  c o v e re d  
by s u c h  a g re e m e n t .

See .  -20  A d ju s t m e n t  o f  e m p lo y e r - s p o n s o r e d  p la n s .  W h e re  e m p lo y e e s  
s u b je c t  to  t h e  c o v e ra g e  o f  th i s  c h a p t e r  a r c  in c lu d e d  in  t h e  c o v e r a g e  p ro v is io n s  
o f  a n  e m p lo y e r - s p o n s o r e d  p re p a id  h e a l th  c a r e  p la n  c o v e r in g  s im i la r  e m ­
p lo yees  e m p lo y e d  o u t s id e  th e  S t a t e  a n d  th e  m a jo r i t y  o f  s u c h  e m p lo y e e s  a re  
n o t  su b je c t  t o  th is  c h a p te r ,  th e  b e n e f i ts  a p p l i c a b l e  to  t h e  e m p lo y e e s  c o v e re d  
by th i s  c h a p t e r  sh a l l  be a d ju s te d  w i th in  o n e  y e a r  a f t e r  t h e  e ffec t ive  d a t e  o f  
th is  c h a p te r  so  as  t o  m eet t h e  r e q u i r e m e n t s  o f  th i s  c h a p te r .

S ec .  -21 In d iv id u a l  w a iv e rs  p r o h ib i t e d ;  a d d i t i o n a l  w i th h o ld in g  f o r  de­
p e n d e n ts .  A n  e m p lo y e e  m a y  no t  w a iv e  in d iv id u a l ly  all o r  p a r t  o f  t h e  re q u i re d  
h e a l th  ca re  b e n e f i ts  o r  ag ree  to  p a y  a  g r e a t e r  s h a r e  o f  t h e  p r e m iu m  fo r  such  
b e nef i ts  t h a n  is r e q u i r e d  by th is  c h a p te r .

S u b je c t  t o  sec t io n  -7(b), a n  e m p lo y e e  m a y  c o n s e n t  t o  p a y  a g r e a t e r
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s h a r e  o f  h is  w a g e s  a n d  t o  a  w i t h h o l d i n g  o f  s u c h  s h a re  by  th e  e m p lo y e r  fo r  
the  p u r p o s e  o f  p ro v id in g  p re p a id  h e a l th  c a re  b e n e f i ts  o f  his d e p c n d e n t s .u n d e r  
the  p l a n  p r o v id in g  s u c h  b e n e f i ts  f o r  h im self .

S e c .  -22 E x e m p t i o n  o f  f o l lo w e r s  o f  c e r ta in  te a c h in g s  o r  be liefs .  T h is  
c h a p t e r  sh a l l  n o t  a p p l y  t o  a n y  in d iv id u a l  w h o  p u r s u a n t  t o  th e  te a c h in g s ,  fa i th ,  
o r  b e l ie f  o f  a n y  g r o u p ,  d e p e n d s  fo r  h e a l in g  u p o n  p r a y e r  o r  o th e r  sp i r i tu a l  
m e a n s .

S ec .  -23  J o i n t  p r o v i s i o n  o f  c o v e ra g e .  E m p lo y e r s  m a y  fo rm  a s s o c ia ­
t io n s  f o r  t h e  p u r p o s e  o f  j o i n t l y  p r o v id in g  p re p a id  h e a l th  ca rc  p r o t e c t i o n  u n d e r  
th is  c h a p t e r  fo r  t h e i r  e m p lo y e e s  w i th  t h e  c o n t r a c t o r s  a u th o r i z e d  to  p ro v id e  
s u c h  c o v e r a g e  in  th e  S t a te .

PART HI. ADMINISTRATION AN D ENFORCEMENT
S e c .  -31 E n f o r c e m e n t  b y  th e  d i r e c to r .  E x c e p t  a s  o th e rw is e  p ro v id e d

in s e c t i o n  -7  th e  d i r e c to r  sh a l l  a d m in i s t e r  a n d  e i f o r c e  th i s  c h a p te r .  T h e
d i r e c i o r  m a y  a p p o i n t  s u c h  a s s i s t a n t s  a n d  s u c h  c ler ical,  s t c n o g ta p h i e ,  a n d  o th e r  
h e lp  a s  m a y  be n e c e s s a ry  fo r  t h e  p r o p e r  a d m i n i s t r a t i o n  a n d  e n fo rc e m e n t  o f  
th is  c h a p t e r  su b je c t  to  a n y  civil se rv ice  a c t  r e la t in g  t o  s ta te  em p lo y e e s .

S e c .  -32  R u le  m a k i n g  a n d  o th e r  p o w e r s  o f  t h e  d i r e c to r .  T h e  d i r e c to r
m a y  a d o p t ,  a m e n d ,  o r  r e p e a l ,  p u r s u a n t  t o  c h a p t e r  91, s u c h  ru le s  a n d  re g u la ­
t io n s  a s  he  d e e m s  n e c e s sa ry  o r  s u i t a b le  fo r  th e  p r o p e r  a d m in i s t r a t i o n  a n d  e n ­
f o r c e m e n t  o f  th is  c h a p t e r .

T h e  d i r e c t o r  m a y  r o u n d  o f f  t h e  a m o u n t s  sp ec if ied  in th i s  c h a p t e r  fo r  th e  
p u r p o s e  o f  e l im in a t in g  p a y m e n t s  f ro m  th e  p r e m iu m  s u p p le m e n t a t i o n  fu n d  in 
o th e r  t h a n  e v e n  d o l l a r  a m o u n t s  o r  o th e r  p u rp o s e s .

T h e  d i r e c to r  m a y  p re s c r ib e  th e  fi l ing  o f  r e p o r t s  b y  p re p a id  h e a l th  ca rc  
p la n  c o n t r a c t o r s  a n d  p re s c r ib e  t h e  fo r m  a n d  c o n te n t  o f  r e q u e s t s  by  e m p lo y e r s  
fo r  p r e m i u m  s u p p l e m e n t a t i o n  a n d  th e  p e r io d  fo r  th e  p a y m m t  th e reo f .

S e e .  -33 P e n a l t i e s ,  (a)  If  a n  e m p lo y e r  fails  t o  c o m p ly  w ith  se c t io n s
- ' I ,  -12 ,  -13, o r  -15  he  sh a l l  p a y  a p e n a l ty  o f  n o t  less t h a n  S25

o r  o f  SI fo r  e a c h  e m p lo y e e  fo r  e v e r y  d a y  d u r in g  w h ic h  su c h  f a i lu re  c o n t in u e s ,  
w h ic h e v e r  s u m  is g r e a te r .  T h e  p e n a l ty  sh a l l  be asse sse d  u n d e r  ru les  a n d  reg u ­
la t i o n s  p r o m u l g a t e d  p u r s u a n t  t o  c h a p t e r  91 a n d  sha l l  b e  co l lec ted  by th e  di-  
r c c to r  a n d  p a id  in to  th e  spec ia l  f u n d  fo r  p r e m iu m  s u p p le m e n t a t i o n  e s ta b l is h e d  
by s e c t io n  -41. T h e  d i r e c to r  m a y ,  fo r  g o o d  c a u s e  s h o w n ,  rem it  all o r  a n y
p a r t  o f  th e  p e n a l ty .

(b )  A n y  e m p lo y e r ,  e m p lo y e e ,  o r  p r e p a id  h e a l th  c a r e  p la n  c o n t r a c t o r  w h o  
w i lfu l ly  fails  t o  c o m p ly  w i th  a n y  o t h e r  p ro v is io n  o f  th i s  c h a p t e r  o r  a n y  ru le  o r  
r e g u la t i o n  t h e r e u n d e r  m a y  be f in ed  n o t  m o r e  t h a n  5200 f o r  e a c h  s u c h  v io la t io n .

P A R f  IV . P R E M I U M  S U P P L E M E N T A T I O N
S e e .  -41 E s ta b l i s h m e n t  o f  sp ec ia l  p r e m iu m  s u p p le m c n t u t io n  fu n d .

T h e r e  is e s t a b l i s h e d  in t h e  t r e a s u r y  o f  th e  S ta te ,  s e p a r a t e  a n d  a p a r t  f r o m  all 
p u b l ic  m o n e y s  o r  f u n d s  o f  th e  S t a t e ,  a spec ia l  f u n d  fo r  p r e m iu m  s u p p le m e n t a ­
t io n  w h ic h  sh a l l  be  a d m in i s te r e d  ex c lus ive ly  fo r  th e  p u r p o s e s  o f  this c h a p te r .  
All p r e m i u m  s u p p le m e n t a t io n s  p a y a b le  u n d e r  th i s  p a r i  sh a i l  '.,o p a id  f r o m  th e
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fu n d .  T h e  fu n d  shall c o n s is t  o f  ( I )  all m o n e y  a p p r o p r i a t e d  by  th e  S t a t e  fo r  
th e  p u rp o s e s  o f  p r e m iu m  s u p p l e m e n t a t i o n  u n d e r  th i s  p a r t  a n d  (2) a ll  fines 
a n d  p e n a l t ie s  co l lec ted  p u r s u a n t  t o  ib is  c h a p te r .

Sec .  -42 M a n a g e m e n t  o f  th e  f u n d .  T h e  d i r e c to r  o f  f i n a n c e  sh a l l  be 
th e  t r e a s u r e r  a n d  c u s to d i a n  o f  t h e  p r e m iu m  s u p p l e m e n t a t i o n  f u n d  a n d  sha 'I  
a d m in i s te r  th e  fu n d  in a c c o r d a n c e  w i th  t h e  d i r e c t io n s  o f  th e  d i r e c to r  o f  la b o r  
a n d  in d u s tr ia l  re la t ions .  All m o n e y s  in t h e  fu n d  sha l l  be  he ld  in  t r u s t  fo r  th e  
p u rp o s e s  o f  th is  p a r t  on ly  a n d  sh a l l  n o t  be  e x p e n d e d ,  re le a sed ,  o r  a p p r o p r i a t e d  
o r  o th e rw ise  d is p o s e d  o f  f o r  a n y  o t h e r  p u r p o s e .  M o n e y s  in t h e  fu n d  m a y  be 
d e p o s i te d  in  an y  d e p o s i t a r y  b a n k  in  w h ic h  g e n e ra l  f u n d s  o f  th e  S t a t e  m a y  be 
d e p o s i te d  b u t  su ch  m o n e y s  shall  n o t  be  c o m m in g le d  w i th  o t h e r  s t a te  fu n d s  
a n d  shall  be m a in ta in e d  in  s e p a r a t e  a c c o u n t s  o n  th e  b o o k s  o f  t h e  d e p o s i t a r y  
b a n k .  S u c h  m o n e y s  shall  be  s e c u re d  by  th e  d e p o s i t a r y  b a n k  t o  t h e  s a m e  r x t e n t  
a n d  in the s a m e  m a n n e r  a s  r e q u i r e d  by th e  g e n e ra l  d e p o s i t a r y  la w  o f  t h e  S ta te ;  
a n d  c o l la te ra l  p ledged  fo r  th i s  p u r p o s e  sh a l l  be  k ep t  s e p a r a t e  a n d  d is t in c t  
f ro m  a n y  o th e r  co l la te ra l  p le d g ed  t o  s e c u re  o th e r  f u n d s  o f  the  S ta te .  T h e  d i ­
r e c to r  o f  f in a n c e  sha l l  be  l iab le  fo r  th e  p e r f o r m a n c e  o f  his d u t i e s  u n d e r  th is  
s e c t io n  as p ro v id e d  in c h a p t e r  37.

Sec .  -4 J  D i s b u r s e m e n ts  f r o m  th e  fu n d .  E x p e n d i tu r e s  o f  m o n e y s  in 
the  p re m iu m  s u p p le m e n t a t i o n  fu n d  sn a i l  n o t  be su b je c t  t o  a n y  p ro v i s io n s  o f  
law r e q u i r in g  specific  a p p r o p r i a t i o n s  o r  o t h e r  f o r m a l  re lease  b y  th e  s t a te  o f­
ficers o f  m o n e y  in th e i r  c u s to d y .  A ll  p a y m e n t s  f r o m  t h e  fu n d  sh a l l  be  m a d e  
u p o n  w a r r a n t s  d r a w n  u p o n  th e  d i r e c to r  o f  f in a n c e  by  th e  c o m p t r o l l e r  o f  the 
S ta le  s u p p o r t e d  by v o u c h e rs  a p p r o v e d  by  th e  d i i e c to r .

S c r .  -44 In v e s tm e n t  o f  m o n e y s .  W i th  the  a p p r o v a l  o f  th e  d e p a r t m e n t  
the  d i r e c to r  o f  f in an ce  m ay .  f ro m  t im e  to  t im e ,  in v es t  s u c h  m o n e y s  in t h e  p re ­
m iu m  s u p p le m e n ta t io n  fu n d  as a re  in ex cess  o f  th e  a m o u n t  d e e m e d  n e c e s sa ry  
fo r  t h e  p a y m e n t  o f  benefits  fo r  a r e a s o n a b le  f u t u r e  p e r io d .  S u c h  m o n e y s  m ay  
be invested  in  b o n d s  o f  a n y  p o l i t ic a l  o r  m u n ic ip a l  c o r p o r a t i o n  o r  s u b d iv is io n  
o f  t h e  S ta te ,  o r  a n y  o f  th e  o u t s t a n d i n g  b o n d s  o f  t h e  S t a te ,  o r  in v es te d  in b o n d s  
o r  in te r e s t - b e a r in g  n o te s  o r  o b l ig a t io n s  o f  th e  S t a t e  ( in c lu d in g  s t a te  d i r e c to r  
of f in a n c e ’s w a r r a n t  n o tes  issued  p u r s u a n t  t o  c h a p t e r  40),  o r  o f  th e  U n i te d  
S ta te s ,  o r  th o s e  fo r  w h ich  th e  fa i th  a n d  c re d i t  o f  th e  U n i te d  S t a t e s  a r e  p le d g ed  
fo r  th e  p a y m e n t  o f  p r in c ip a l  a n d  in te re s t ,  o r  in fed e ra l  la n d  b a n k  b o n d s  or 
j o '  s to c k  f a r m  lo a n  bo n d s .  T h e  in v e s tm e n ts  sh a l l  a t  a l l  t im es  be  so  m a d e  
th a t  all the  asse ts  o f  the  fu n d  sha l l  a lw a y s  be  r e a d i ly  c o n v e r t ib le  in to  cash  
w h e n  need ed  fo r  th e  p a y m e n t  o f  benefits .  T h e  d i r e c to r  o f  f in a n c e  shall  d i s ­
pose o f  secu r i t ie s  o r  o th e r  p r o p e r t i e s  b e lo n g in g  to  th e  fu n d  o n ly  u n d e r  the  
d i r e c t io n  o f  th e  d i r e c to r  o f  l a b o r  a n d  in d u s t r i a l  re la t io n s .

Sec .  -45  E n t i t le m e n t  to  p r e m iu m  s u p p l e m e n t a t i o n ,  (a )  A n  e m p lo y e r  
w h o  e m p lo y s  less t h a n  e ight e m p lo y e e s  e n t i t l e d  to  c o v e ra g e  u n d e r  th i s  c h a p ­
te r  a n d  ' . h o  p ro v id e s  c o v e ra g e  to  s u c h  e m p lo y e e s  p u r s u a n t  to  s e c t io n  -7(a) 
shall be en t i t led  to  p re m iu m  s u p p l e m e n t a t i o n  f ro m  th e  fu n d  if t h e  e m p lo y e r 's  
s h a re  o f  th e  c o s t  o f  p ro v id in g  su ch  c o v e r a g e  a s  d e t e r m in e d  by s e c t io n s  -13 
a n d  -15 ex ceed s  1.5 per  cen t  o f  t h e  to t a l  w a g es  p a y a b le  t o  s u c h  m p lo y e e s  
a n d  :f th e  a m o u n t  o f  su ch  ex cess  is g r e a t e r  t h a n  five p e r  c e n t  o f  th e  e m p lo y e r ' s
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in c o m e  b e fo re  t a x e s  d i r e c t ly  a t t r i b u t a b l e  to  th e  bu s in e ss  in w h ic h  s u c h  e m ­
p loyees  a r e  e m p lo y e d .

(b) T h e  a m o u n t  o f  t h e  s u p p le m e n t a t i o n  shall be  th a t  p a r t  o f  t h e  e m ­
p lo yer 's  s h a r e  o f  th e  p r e m i u m  c o s t  w h ic h  e x ceed s  th e  lim its spec if ied  in s u b ­
se c t io n  (a).

Sec. -46 I n c o m e  d irec t ly  a t t r i b u t a b l e  t o  th e  b u s iness ,  (a )  “ In c o m e  
d irec t ly  a t t r i b u t a b l e  t o  t h e  business'*  m e a n s  g ro s s  p ro f i ts  f r o m  th e  b u s in e s s  
m in u s  d e d u c t i o n s  for:

(1) C o m p e n s a t i o n  o f  off icers;
(2) S a la r ie s  a n d  w a g e s ,  e x c e p t  w a g e s  p a id  by a n  in d iv id u a l  p r o p r i e t o r  

t o  h im self ;
(3) R e p a ir s ;
(4) T a x e s  o n  b u s in e s s  a n d  b u s in e ss  p ro p e r ty ;
(5) B u s in e ss  a d v e r t i s in g ;
(6) A m o u n t s  c o n t r i b u t e d  t o  e m p lo y e e  benefit  p lans;
(7) In te re s t  o n  b u s in e s s  in d e b te d n e s s ;
(8) R e n t  o n  b u s in e s s  p ro p e r ty ;  a n d
(9) O t h e r  e x p e n s e s  n e c e s s a ry  fo r  th e  c u r r e n t  c o n d u c t  o f  bu s iness .
(b) D e d u c t io n s  sh a l l  no t  in c lude :
(1) Mad d e b ts ;
(2) C o n t r i b u t i o n s  o r  gifts, o t h e r  t h a n  t h o s e  lis ted  u n d e r  s u b s e c t i o n  

(a )  (6);
(3) A m o r t i z a t i o n  a n d  d e p re c ia t io n :  o r
(4) l o s s e s  b y  lire , s t o r m ,  c a s u a l ty ,  o r  the f t .
(c) Fhe d i r e c to r  m a y  p r o m u l g a t e  ru le s  a n d  re g u la t io n s  n e cessa ry  to  d e ­

fine  in c o m e  d irec t ly  a t t r i b u t a b l e  t o  b u s in e s s  fo r  th e  p u rp o s e  o f  sec t io n  -45.
Sec. -47 C la im  o f  p r e m iu m  s u p p le m e n t a t i o n .  A n  e m p lo y e r  e n t i t le d  

to  p r e m iu m  s u p p l e m e n t a t i o n  shall  li lc a c la im  th e r e f o r  in the  m a n n e r  p ro v id e d  
by r e g u la t io n  o f  th e  d i r e c to r .  T h e  e m p l o y e r  sh a l l  have  t h e  b u r d e n  o f  p r o o f  o f  
e s ta b l i s h in g  his e n t i t l e m e n t . ”

S E C T I O N  2. T h i s  A c t  sh a l l  t a k e  effect u p o n  its a p p r o v a l ,  e x c e p t  th a t  
the  c o v e ra g e  hy g r o u p  p r e p a id  h e a l th  c a r e  p la n s  r e q u i re d  by  th i s  Act a n d  the  
p a y m e n t  o f  p r e m iu m s  fo r  s u c h  c o v e ra g e  sh a l l  c o m m e n c e  J a n u a r y  I, l ‘>75; p r o ­
v id ed  th a t  th i s  A ct sh a l l  t e r m i n a t e  u p o n  th e  e ffec t ive  d a te  o f  fed e ra l  leg is la ­
t io n  th a t  p ro v id e s  fo r  v o lu n ta r y  p r e p a id  h e a l th  c a re  fo r  th e  p e o p le  o f  H a w a i i  
in a  m a n n e r  a t  leas t a s  f a v o r a b l e  a s  th e  h e a l th  c a re  p ro v id e d  h y  this  A c t ,  o r  
u p o n  the  effec tive  d a t e  o f  f e d e ra l  leg is la t io n  th a t  p ro v id es  fo r  m a n d a t o r y  
p re p a id  h e a l th  c a re  fo r  t h e  p e o p le  o f  H a w a i i .

(Approved June 12. 1974,)

ACT 211 II.M. N O . 3 0 lb-74

A Mill fo r  a n  Act R e la t in g  t o  M e n ta l  H e a l th  Sei vices fo r  C h i ld re n  a n d  Y o u th .  

Be It Enacted l>y the l  egislature o f  the S ta te  o f  Hawaii:



rial is u n d e r s c o r e d .  In p r in t in g  th is  A c t ,  the  r e v is o r  o f  s t a tu te s  need  n o t  in c lu d e  
th e  b ra c k e ts ,  t h e  b ra c k e te d  m a te r ia l ,  o r  the  u n d e r s c o r in g .*

S E C T I O N  9. T h is  A c t  sh a l l  t a k e  effect u p o n  i ts  a p p ro v a l .
(Approved May 6, 1075.)

ACT 51 H .H , N O . 419

A Bill f o r  a n  A c t  R e la t in g  t o  P r e p a id  H e a l th  C a re .

Be It Enacted by  the Legislature o f  the  Slate o f  Hawaii:
S E C T I O N  I. S e c t io n  393-6, H a w a i i  R e v ised  S t a tu te s ,  is a m e n d e d  to

read :

“ S e c .  39 3 -6  P r in c ip a l  a n d  se c o n d a ry  e m p lo y e r  d e f in e d ;  c o e rc io n ,  i n t e r ­
fe rence ,  e tc .  p ro h ib i t e d .  If  a n  in d iv id u a l  is c o n c u r r e n t ly  a r e g u la r  e m p lo y e e  
o f  tw o  o r  m o r e  e m p lo y e rs  a s  d e f in ed  in th is  c h a p t e r ,  th e  p r in c ip a l  e m p lo y e r  
sh a l l  be  th e  e m p lo y e r  w h o  p a y s  h im  th e  m o s t  w a g es ;  p ro v id e d  th a t  if o n e  o f  
th e  e m p lo y e r s ,  w h o  d o e s  n o t  p a y  th e  m o s t  w a g es ,  e m p lo y s  th e  re g u la r  e m ­
p lo yee  fo r  at leas t th i r ty -f ive  h o u r s  p e r  w e e k ,  th e  e m p lo y e e  sha l l  d e te rm in e  
w h ich  o f  the  e m p lo y e rs  sha l l  b e  his p r in c ip a l  e m p lo y e r .  H is  o t h e r  e m p lo y e r s  
a r c  s e c o n d a r y  em p lo y e rs .  A n  e m p lo y e r  so  d e s ig n a te d  a s  the p r in c ip a l  e m p lo y ­
e r  shall  r e m a in  a s  such  p r in c ip a l  e m p lo y e r  fo r  o n e  y e a r  o r  u n t i l  c h a n g e  o f  e m ­
p lo y m e n t ,  w h ich e v e r  is ear l ie r .

If a n  in d iv id u a l  is c o n c u r r e n t ly  a r e g u la r  e m p lo y e e  o f  a  p u b l ic  en t i ty  
w h ic h  is no t a n  e m p lo y e r  as  d e f in e d  in s e c t io n  39 3 -3  a n d  o f  a n  e m p lo y e r  a s  
d e f in ed  in sec t ion  393-3 th e  l a t t e r  shall be d e e m e d  to  be  a s e c o n d a r y  e m p lo y e r .

A n  e m p lo y e r  w h o ,  d i r e c t ly  o r  in d ire c t ly ,  in te r fe re s  w i th  o r  co e rces  o r  
a t t e m p t s  to  co e rc e  a n  e m p lo y e e  in m a k in g  a d e t e r m i n a t i o n  u n d e r  th i s  sec t io n  
shall be  su b jec t  t o  the  p e n a l ty  p ro v id e d  u n d e r  s u b s e c t io n  39 3 -33 (b ) .”

S E C T I O N  2. S t a tu to r y  m a te r ia l  t o  be r e p e a le d  is b r a c k e te d .  N ew  m a t e ­
r ia l  is u n d e r s c o re d .  In p r in t in g  th i s  A c t ,  the  rc v iso r  o f  s ta tu te s  need  no t  in c lu d e  
th e  b ra c k e ts ,  t h e  b ra c k e te d  m a te r ia l  o r  th e  u n d e r s c o r in g .*

S E C T I O N  3. T h is  A c t  sh a l l  t a k e  effect u p o n  i ts  a p p r o v a l .
(Approved May (>, 1975.)

A C T  52 11.B. N O . 442

A  Bill f o r  a n  A c t  R e la t in g  to  T a x a t io n  o f  B a n k s  a n d  O t h e r  f  in a n c ia l  C o r p o ­
ra t io n s .

Be It Enacted by  the Legislature o f  the State o f  Hawaii:
S E C T  IO N  1. S e c t io n  241-4, H a w a i i  R e v ised  S t a tu t e s ,  is a m e n d e d  by  

a m e n d i n g  s u b se c t io n  (h) t o  rea d :

•Edited accordingly.
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a n d  m a y  be leased  by  it a s  p ro v id e d  in  c h a p t e r  171, H a w a i i  R e v ised  S ta l t i t e s .  o r 
m a y  be  re ta in e d  fo r  m a n a g e m e n t  b y  the  d e p a r tm e n t .

A n y  lease  by  tn e  b o a r d  of la n d  a n d  n a tu r a l  r e s o u rc e s  o f  H a w a i ia n  h o m e  
lan ds  h e re a f te r  e n te re d  in to  sha l l  c o n ta in  a w i th d r a w a l  c lau se ,  a n d  th e  la n d s  so  
leased shall  be  w i th d r a w n  by  the  b o a r d  o f  lan d  a n d  n a tu r a l  re s o u rc e s ,  f o r  th e  
p u i p o s e  o f  th i s  A c t ,  u p o n  th e  d e p a r tm e n t  g iv in g  a t  its o p t io n ,  n o t  less t h a n  o n e  
n o r  m o r e  t h a n  five y e a r s ’ n o t ice  of su c h  w i th d ra w a l ;  p r o v id e d ,  t h a t  th e  m i n im u m  
w i th d ra w a l -n o t i c e  p e r io d  sh a l l  be sp ec if ica lly  s t a t e d  in su c h  lease.

In  th e  m a n a g e m e n t  o f  a n y  re ta in e d  a v a i lab le  la n d s  no t  r e q u i r e d  fo r  leas ing  
u n d e r  sec t ion  207(a),  t h e  d e p a r tm e n t  m a y  d is p o s e  o f  su c h  la n d s  to  th e  p u b l ic ,  
i n c lu d in g  na t ive  H a w a i ia n s ,  o n  the s a m e  te rm s ,  c o n d i t io n s ,  r e s t r ic t io n s  a n d  uses 
a p p l ic a b le  to  th e  d is p o s i t io n  o f  p u b l ic  la n d s  a s  p ro v id e d  in  c h a p t e r  171; p ro v id e d ,  
t h a t  th e  d e p a r tm e n t  m a y  n o t  sell o r  d is p o s e  o f  s u c h  la n d s  in  fee s im p le  e x c e p t  as  
a u th o r i z e d  u n d e t  s e c t io n  2t j  o f  th is  A c t .

(3 )  T h e  d e p a r t m e n t  shall  not lease ,  use ,  n o r  d is p o s e  o f  m o r e  t h a n  tw e n ty  
t h o u s a n d  (29 ,000) a c re s  o f  .h e  a re a  o f  H a w a i ia n  h o m e  la n d s ,  fo r  s e t t le m e n t  by  
n a t iv e  H a w a i ia n s ,  in a n y  c a le n d a r  f ive-year  p e r io d .

(4) T h e  d e p a r t m e n t  m a y ,  w i th  the  a p p r o v a l  o f  th e  g o v e r n o r  a n d  th e  
S e c r e ta r y  o f  In t e r io r ,  in  o r d e r  to  c o n s o l id a te  its h o ld in g s  o r  t o  b e t te r  e f fe c tu a te  
th e  p u rp o s e s  o f  th is  A c t ,  e x c h a n g e  th e  t i t le  to  a v a i la b le  la n d s  fo r  la n d ,  p u b l ic ly  
o w n e d ,  o f  an  e q u a l  va lue .  All lan d  so  a c q u i r e d  by th e  d e p a r t m e n t  sh a l l  a s s u m e  
th e  s t a tu s  o f  a v a i la b le  la n d s  a s  th o u g h  the  s a m e  w e re  o r ig in a l ly  d e s ig n a te d  a s  
su ch  u n d e r  sec t io n  203 h e re o f ,  a n d  all la n d s  so  c o n v e y e d  by  th e  d e p a r t m e n t  sh a l l  
a s s u m e  th e  s t a tu s  o f  th e  la n d  for w h ic h  it w a s  e x c h a n g e d .  T h e  l im i ta t io n s  
im p o s e d  by  se c t io n  73(1) o f  th e  H a w a i ia n  O r g a n ic  A c t  a n d  the  l a n d  law s o f  
H a w a i i  a s  to  th e  a re a  a n d  va lue  o f  lan d  th a t  m a y  be  c o n v e y e d  by  w ay  o f  e x c h a n g e  
shall  n o t  a p p ly  t o  e x c h a n g e s  m a d e  p u r s u a n t  h e re to .  N o  su c h  e x c h a n g e  shall  be  
m a d e  w i th o u t  th e  a p p r o v a l  o f  tw o - th i r d s  o f  th e  m e m b e r s  o f t  he  b o a r d  o f  lan d  a n d  
n a tu r a l  r e s o u rc e s .”

S E C T I O N  2. S t a t u t o r y  m a te r ia l  t o  he r e p e a le d  is b r a c k e te d .  N e w  m a te r ia l  
is u n d e r s c o re d .  In  p r i n t in g  th is  A c t.  th e  rcv iso r  o f  s t a tu t e s  need  n o t  in c lu d e  t h e  
b ra c k e ts ,  th e  b ra c k e te d  m a te r ia l ,  o r  t h e  u n d e rs c o r in g .*

S E C T  IO N  3. If a n y  p o r t io n  o f  th i s  Act is d e c la r e d  in v a l id ,  the  r e m a in in g  
p o r t i o n s  o f  t h :s A c t  sha l l  no t  be  a f fec ted  th e re b y .

S E C T I O N  4. T h i s  A c t  sh a l l  ta k e  effect u p o n  its a p p r o v a l .
(App oved April 28, |97f>.)

ACT 25 H .B .  N O .  2194-76

A Bill f o r  a n  Act R e la t in g  to  P r e p a id  H e a l th  C a rc .

Be It Enacted by the Legislature o f  the State o f  Hawaii:

•Edited accordingly. 
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S E C T I O N  I . T h e  leg is la tu re  f in d s  t h a t  a lc o h o l ism  a n d  d ru g  p ro b le m s  are  
th e  m e d ic a l  p r o b le m s  m o s t  d is ru p t iv e  o f  f a m ily  life a n d  e m p lo y m e n t ,  with 
a lc o h o l i s m  r a n k in g ,  in a d d i t i o n ,  as t h e  t h i r d  high :s t m e d ica l  cau se  o f d e a t h i n t h c  
U n i ted  S l a te s  t o d a y .  A lc o h o l i s m  a n d  d r u g  a d d ic t io n  a re  illnesses, a n d  like o th e r  
illnesses,  t h e i r  t r e a tm e n t  s h o u ld  be  u n i fo rm ly  co v e red  by  p re p a id  h e a l th  c a rc  
p la ns .  T h e  le g is la tu re  f u r t h e r  f in ds  t h a t  s u c h  in c lu s io n  in p re p a id  h e a l th  care  
p la n s  will p ro v id e  visib il i ty  t o  a l c o h o l i s m  a n d  d r u g  a d d ic t io n  benefi ts ,  a n d  as a 
re s u l t ,  m a y  e n c o u r a g e  m o r e  a c c u r a te  d ia g n o s is  o f  h e a l th  p ro b le m s  r e la te d  to  
a lc o h o l i s m  a n d  d r u g  a d d ic t io n ,  b e c a u s e  o f  h e a l th  p la n  c o v e rag e .  M o re o v e r ,  
em p lo y e e s  m a y  be  e n c o u r a g e d  to  seek, e a r ly  d ia g n o s is  a n d  t r e a tm e n t  b e c a u se  of 
su c h  c o v e ra g e .  E ffective t r e a tm e n t  will  r e d u c e  su b s ta n t i a l ly  th e  g re a t  e c o n o m ic  
loss t o  e m p lo y e rs .  T h e  p u r p o s e  o f  th i s  A c t  is to  in s u re  a d e q u a te  t r e a tm e n t  fo r  
a lc o h o l i s m  a n d  d r u g  a d d ic t i o n  by  r e q u i r in g  its inc lu s io n  in p re p a id  h e a l th  carc  
p la n s ,  i n c l u d i n g c o v e r a g e f o r a p p r o p r i a t e d c t o x i f k a t i o n a n d  t r e a tm e n t  facilities.

S E C T I O N  2. S e c t io n  393-7, H a w a i i  R evised  S t a tu te s ,  is a m e n d e d  by 
a m e n d i n g  s u b s e c t io n  (c) t o  rea d  as  fo l low s :

“ (c) S u b je c t  t o  th e  p ro v is io n s  o f  s u b s e c t io n s  (a )  a n d ( b )  w i th o u t  l im it ing  the 
d e v e lo p m e n t  o f  m e d ica l ly  m o r e  d e s i ra b le  c o m b in a t io n s  a n d  the in c lu s io n  o f  new  
ty p e s  o f  b e n e f i ts ,  a p r e p a id  h e a l th  c a r c  p la n  q u a l i fy in g  u n d e r  th is  c h a p te r  shall  
in c lu d e  a t  leas t  the  fo l lo w in g  benefit  types:

(1) H o s p i t a l  benefits :
(A ) I n - p a t ie n t  c a r c  fo r  a p e r io d  o f  a t  least o n e  h u n d r e d  tw e n ty  d a y s  o f  

c o n f in e m e n t  in  each  c a l e n d a r  y e a r  co ver in g :
(i) R o o m  a c c o m m o d a t i o n s ;

(ii) R e g u la r  a n d  sp ec ia l  d ie ts ;
(iii) G e n e ra l  n u rs in g  serv ices ;
(iv) Use o f  o p e r a t i n g  r o o m ,  su rg ica l  su p p l ie s ,  a n es th e s ia  

serv ices ,  a n d  supp lie s ;
(v) D ru g s ,  d re ss in g ,  o x y g e n ,  an t ib io t ic s ,  a n d  b lo o d  t r a n s ­

fus ion  services.
(B) O u t - p a t i e n t  ca re :

(i) C o v e r in g  use  o f  o u t - p a t i e n t  ho sp i ta l ;
(ii) Fac i l i t ie s  fo r  s u rg ic a l  p r o c e d u re s  o r  m ed ica l  care  o f  an  

e m e rg e n c y  a n d  u rg e n t  n a tu re .
(2 )  S u rg ic a l  benefits :

(A ) S u rg ic a l  se rv ices  p e r fo rm e d  b y  a  licensed  p h y s ic ian ,  a s  d e te rm in e d  
b y  p la n s  m e e t in g  the s t a n d a r d s  o f  s u b s e c C . . . s  (a )  a n d  (b);

(B) A f te r - c a re  vis i ts  fo r  a r e a s o n a b le  p e r io d ;
(C ) A n e s th e s io lo g is t  services.

(3 )  M e d ic a l  benefits :
(A )  N e c e s s a ry  h o m e ,  office, a n d  h o s p i ta l  visits by  a licensed physic ian ;
(R) In te n s iv e  m e d ica l  ca re  w h ile  h o s p i ta l iz e d ;
(C ) M e d ic a l  o r  su rg ic a l  c o n s u l t a t i o n s  w h ile  c o n f in e d .

(4) D ia g n o s t i c  l a b o r a t o r y  serv ices ,  x - r a y  fi lm s, a n d  r a d io - th e ra p e u t i c
se rv ices ,  necessa ry  f o r  d ia g n o s is  o r  t r e a tm e n t  o f  in ju r ies  o r  d iseases.

(5 )  M a te r n i ty  b e n e f i ts ,  a t  least if th e  e m p lo y e e  has b- •> co v e red  by  the

29



ACT 25

p r e p a id  h e a l th  c a re  p la n  fo r  n in e  m o n th s  p r i o r  t o  t h e  d e l ive ry .
(6) S u b s t a n c e  a b u s e  benefits :

(A )  A lc o h o l i s m  a n d  d r u g  a d d ic t io n  a r e  il lnesses  a n d  s h a l l  receive 
b e n e f i ts  as s u c h .  In -p a t ie n t  a n d  o u t - p a t i e n t  b e n e f i t s  fo r  th e  
d ia g n o s is  a n d  t r e a tm e n t  o f  s u b s ta n c e  a b u s e ,  in c lu d in g  b u t  n o t  
lim ited  t o  a lc o h o l i sm  a n d  d r u g  a d d ic t io n ,  sh a l l  be  sp ec i f ic a l ly  
s ta ted  a n d  shall  no t  be less t h a n  th e  b e n e f i ts  f o r  a n y  o t h e r  i llness,  
e x c e p t  a s  p ro v id e d  in  th i s  s u b s e c t io n .  M e d ic a l  t r e a t m e n t  o f  
s u b s ta n c e  a b u s e  shall n o t  be  l im ited  o r  r e d u c e d  b y  r e s t r ic t in g  
c o v e ra g e  to  th e  m e n ta l  h e a l th  o r  p s y c h ia t r ic  b e n e f i t s  o f  a p la n .  
H o w e v e r ,  a n y  p s y c h ia t r ic  serv ices  rec e iv ed  a s  a r e s u l t  o f  th e  
t r e a tm e n t  o f  su b s ta n c e  a b u s e  m a y  be l im i te d  t o  th e  p s y c h ia t r ic  
b e n e f i ts  o f  the  p lan .

(B) O u t - p a t i e n t  benefits  p ro v id e d  by  a p h y s ic ia n ,  p s y c h ia t r i s t ,  o r  
psy ch o lo g is t ,  w i th o u t  r e s t r ic t io n  a s  to  p la ce  o f  s e rv ice ;  p ro v id e d  
th a t  h e a l th  p la n s  o f  th e  typ e  sp ec if ied  in s e c t i o n  3 9 3 -1 2(a) sh a l l  
re ta in  f o r  th e  c o n t r a c t o r  th e  o p t i o n  of:

(i) P r o v id in g  the  benef i ts  in its o w n  f a c i l i ty  a n d  u t i l iz in g  its 
o w n  s ta ff ,  o r

(ii) C o n t r a c t i n g  fo r  the  p ro v is io n  o f  th e s e  be n e f i ts ,  o r
(iii) A u th o r iz in g  the  p a t i e n t  to  u t i l ize  o u t s id e  se rv ic e s  a n d  

d e f r a y in g  o r  r e im b u rs in g  the  e x p e n s e s  a t  a  r a t e  n o t  to  
ex ceed  th a t  fo r  p ro v is io n  o f  serv ices  u t i l i z in g  th e  h e a l th  
c o n t r a c t o r ’s o w n  facilit ies a n d  s ta ff .

(C )  D e to x i f i c a t io n  a n d  a c u te  ca rc  b e nef i ts  in a  h o s p i t a l  o r  a n y  o t h e r  
p u b l ic  o r  p r iv a te  t r e a tm e n t  fac ili ty ,  o r  p o r t i o n  th e re o f ,  p ro v id in g  
serv ices  esp ec ia l ly  fo r  th e  d e to x i f i c a t io n  o f  in t o x i c a t e d  p e r s o n s  o r  
d r u g  ad d ic ts ,  w h ich  is a p p r o p r i a t e ly  l ice n sed ,  c e r t i f ie d ,  o r  a p ­
p ro v e d  b y  the  d e p a r tm e n t  o f  h e a l th  in a c c o r d a n c e  w i th  th e  
s t a n d a r d s  p re sc r ib ed  by th e  J o i n t  C o m m is s io n  o n  A c c r e d i t a t io n  o f  
H o sp i ta ls .  In -p a t ie n t  b e nef i ts  fo r  d e to x i f i c a t i o n  a n d  a c u t e  c a r e  
sh a l l  be l im ited  in th e  case  o f  a lc o h o l  a b u s e  t o  t h r e e  a d m is s io n s  p e r  
c a l e n d a r  y ea r ,  n o t  t o e x c c e d  seven  d a y s  p e r  a d m is s io n ,  a n d  shall  be 
l im ited  in th e  case  o f  o th e r  s u b s ta n c e  a b u s e  t o  t h r e e  a d m is s io n s  p e r  
c a l e n d a r  year ,  no t  to  ex ceed  tw e n ty - o n e  d a y s  p e r  a d m is s io n .

(D )  P r e p a id  h e a l th  p lans  sha l l  n o t  be r e q u i r e d  to  m a k e  r e im ­
b u r s e m e n ts  fo r  c a re  fu r n is h e d  by  g o v e r n m e n t  a g e n c ie s  a n d  
a v a i la b le  a t  no  c o s t  to  a p a t ie n t ,  o r  fo r  w h ic h  n o  c h a rg e  w o u ld  ha v e  
b e e n  m a d e  if th e re  w ere  n o  h e a l th  p la n  c o v e r a g e . ”

S E C T I O N  3. N e w  s t a tu to r y  m a te r ia l  is u n d e r s c o r e d .  In  p r i n t i n g  th i s  A c t ,  
th e  r v iso r  o f  s t a tu te s  need  n o t  inc lude  the  u n d e r s c o r in g  *

S E C T I O N  4. T h i s  Act sha l l  t a k e  effect o n  J u l y  I, 1976: p r o v id e d  th a t  
p r e p a id  h e a l th  c a rc  c o n t r a c t s  d u e  fo r  r e n e w a l  a f te r  J u l y  I, 1976 m a y  d e fe r

•Edited accordingly. 
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in c lu s io n  o f  th e s e  s u b s ta n c e  a b u s e  benef i ts  u n t i l  su ch  r e n e w a l  d a t e ,  o r  J a n u a r y  1 
1977, w h ic h e v e r  o c c u rs  ear l ie r .

(A pp ro \cd  April 28. 1976.)

A  Bill f o r  a n  A c t  R e la t in g  to  D a y  C a r e  C e n te rs .

Be It Enacted by  the Legislature o f  the Slate o f  Hawaii:
S E C T I O N  I. S e c t io n  346-19, H a w a i i  R ev ised  S t a tu t e s ,  is a m e n d e d  to

rea d :

“ S e c .  34 6-19  D a y  ca re  c e n te rs  de f in ed .  A “d a y  c a re  c e n te r "  is d e f in e d  as  a 
p lace  m a i n t a i n e d  by a n y  in d iv id u a l ,  o rg a n iz a t io n ,  o r  a g e n c y  f o r  the  p u rp o s e  o f  
p r o v id in g  c a re  fo r  a ch i ld  o r  c h i ld re n  w i th  o r  w i th o u t  c h a r g in g  a  fee d u r in g  a n y  
p a r t  o f  a  t w e n ty - f o u r  h o u r  day .  T h e  t e r m  d a y  c a r e  c e n te r  in c lu d e s  a n y  p la ce  w h e re  
g r o u p  c a r e  is p ro v id e d  fo r  six  o r  m o re  c h i ld re n ,  a n d  a n y  fam ily  h o m e  p ro v id in g  
c a re  f o r  tw o  to  five c h i ld re n .

N o t h i n g  in  sec t ion s  346-18 to  346-25 shall  be  c o n s t r u e d  to  inc lude  a n  
in d iv id u a l  p e r s o n  c a r in g  f o r a  re la ted  ch i ld ,  a n e ig h b o r  o r  f r iend  c a r in g  f o r a  ch ild  
o r  c h i ld r e n  if th e  p e rso n  d o e s  n o t  r e g u la r ly  e n g a g e  in su ch  a c t iv i ty ,  a k in d e rg a r te n  
o r  s c h o o l  c o n d u c te d  so le ly  fo r  e d u c a t io n a l  p u rp o s e s  o r  sp ec ia l iz ed  t ra in in g ,  o r  a n  
o r g a n iz a t io n  e s ta b l i s h e d  to  c o n d u c t  a th le t ic  o r  socia l  g r o u p  f u n c t io n s . "

S E C T I O N  2. S t a t u t o r y  m a te r ia l  t o  be rep e a le d  is b r a c k e te d .  N e w  m a te r ia l  
is u n d e r s c o r e d .  In p r in t in g  th i s  A c t ,  the  rev iso r  o f  s t a tu te s  need  no t in c lu d e  th e  
b r a c k e t s ,  the  b r a c k e te d  m a te r ia l ,  o r  th e  u n d e rs c o r in g .*

S E C T I O N  3. T h is  A ct sh a l l  be effective  J u ly  I, 1976.
(Apprtiveil April 28, 1976.)

Kw-* ..vbB? iV i*ACT 27 11. B. N O .  2880-76

A  Bill f o r  a n  A c t  R e la t in g  to  th e  S t a te  E n v i r o n m e n ta l  Policy.
Be It Enacted by the legislature o f  the State o f  Hawaii:

S E C T I O N  i.  T h e  p u r p o s e  o f  th is  Act is t o  p r o p o s e  a n  a m e n d m e n t  to  
S e c t io n  344-4  o f  th e  H a w a i i  R ev ised  S t a tu t e s  to  p ro v id e  f o r  g u id e l in es  r e la t in g  to  
so l id  w a s te s .

S E C T I O N  2. S e c t io n  344-4 (2) is a m e n d e d  to  r e a d  as fo l low s:

“ (2) I .a n d ,  w a te r  m in e ra l ,  v isua l ,  a i r  a n d  o th e r  n a tu r a l  reso u rc es .
(A )  E n c o u r a g e  m a n a g e m e n t  p ra c t ice s  w h ich  c o n s e rv e  a n d  fu l ly  utilize 

all  n a tu r a l  r e so u rc es ;

•Edited accordingly.
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S E C T I O N  3. S t a tu to r y  m a te r ia l  to  be r e p e a le d  is b r a c k e te d .  N e w  m a te r ia l  
is u n d e r s c o r e d .  In p r in t in g  th is  Act. th e  rev iso r  o f  s t a tu te s  n e ed  n o t  in c lu d e  the  
b ra c k e t s ,  th e  b ra c k e te d  m a te r ia l ,  o r  th e  u n d e r s c o r in g .*

- S E C T I O N  4. T h is  A ct shall  t a k e  effect u p o n  its a p p r o v a l .
(Approved . 12. 1976.)

j  A C T  78 S .B .  N O .  1820-76

A  Bill fo r  a n  Act R e la t in g  to  th e  P r e p a id  H e a l th  C a r e  A c t.
Be It Enacted by the Legislature o f  the State o f  Hawaii:

S E C T I O N  1. S e c t io n  393-3, H a w a i i  R e v ised  S t a tu te s ,  is a m e n d e d  by  
a m e n d i n g  th e  d e f in i t io n  of “ W ages” to  read :

“ (9) “ W ages” m e a n s  all r e m u n e r a t i o n  fo r  se rv ices  f r o m  w h a te v e r  so u rc e ,  
in c lu d in g  c o m m is s io n s ,  b o n u ses ,  a n d  t ip s  a n d  g ra tu i t ie s  p a id  d i r e c t ly  to  a n y  
in d iv id u a l  by a  c u s to m e r  o f  his e m p lo y e r ,  a n d  th e  c a s h  va lue  o f  all r e m u n e r a t i o n  
in  a n y  m e d iu m  o th e r  t h a n  cash .

T h e  d i r e c to r  m a y  issue re g u la t io n s  fo r  th e  r e a s o n a b le  d e t e r m in a t io n  o f  th e  
c a s h  v a lu e  o f  r e m u n e ra t io n  in a n y  m e d iu m  o t h e r  t h a n  cash .

If  th e  em p lo y ee  d o es  no t  a c c o u n t  to  his e m p lo y e r  fo r  th e  t ip s  a n d  g ra tu i t ie s  
rec e iv ed  a n d  is e n g a g e d  in a n  o c c u p a t io n  in w h ic h  he  c u s to m a r i ly  a n d  re g u la r ly  
rece ives  m o r e  t h a n  S20 a m o n t h  in t ip s ,  the c o m b i n e d  a m o u n t  rec e iv ed  by h im  
f r o m  his  e m p lo y e r  a n d  tips sh a l l  be d e e m e d  to  be  a t  leas t e q u a l  t o  the w a g e  
r e q u i r e d  by  c h a p te r  387 o r  a  g re a te r  s u m  as d e t e r m in e d  by  re g u la t io n  o f  th e  
d i r e c to r .

“ W a g es"  d o e s  n o t  in c lude  the  a m o u n t  o f  a n y  p a y m e n t  spec if ied  in s e c t io n  
3 8 3 - 1 1 o r  392-22 o r  c h a p te r  386 .”

S E C T I O N  2. S t a tu to r y  m a te r ia l  to  be r e p e a le d  is b r a c k e te d .  N e w  m a te r ia l  
is u n d e r s c o re d .  In p r in t in g  th is  Act, th e  rev isor  o f  s t a tu t e s  n e ed  n o t  inc lude  th e  
b r a c k e t s ,  the  b ra c k e te d  m a te r ia l  o r  th e  u n d e r s c o r in g .*

S E C T I O N  3. T h is  Act shall  t a k e  effect u p o n  its a p p r o v a l .
(Approved M;i> 12. 1976.)

A C T  79 S .B .  N O .  1832-76

A  Bill f o r  a n  A ct R e la t in g  to  Civil  S e rv ice  a n d  E x e m p t io n s .
Be It Enacted by the Legislature o f  the State o f  Hawaii:

S E C T I O N  I. S e c t io n  76-16, H a w a i i  R e v ised  S t a tu te s ,  is a m e n d e d  to  rea d :
“ S e c .  76-16 Civil service a n d  e x e m p t io n s .  T h e  civil se rv ice  t o  w h ich  th i s  

p a r t  a p p l ie s  c o m p r i se s  all p o s i t io n s  in th e  s ta te  se rv ice  n o t  e x i s t in g  o r  h e re a f te r  
e s t a b l i s h e d  a n d  e m b ra c e s  all p e r s o n n e l  serv ices  p e r f o r m e d  fo r  th e  S t a te ,  ex c e p t  
th e  fo l low ing :

• td ile d  accordingly 
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b ra c k e ts ,  th e  b ra c k e te d  m a te r i a l ,  o r  th e  u n d e r s c o r in g .*

S E C T I O N  10. T h i s  A c t  sha l l  t a k e  effect u p o n  its a p p r o v a l  
(Approved May 12, 1976.)

A  Bill f o r  a n  A c t  R e la t in g  to  P r e p a id  H e a l th  C a rc .
Be It Enacted by  the legislature o f  the State o f  Haw aii:

S E C T I O N  I. S e c t io n  393-21 , H a w a i i  R e v ised  S t a tu te s ,  is a m e n d e d  to  
r e a d  as fo l low s :

" S e c .  393-21 In d iv id u a l  w a ivers ;  a d d i t i o n a l  w i th h o ld in g  fo r  d e p e n d e n t s .
(a )  A n  e m p lo y e e  m a y  w a iv e  in d iv id u a l ly  a ll  o f  the  r e q u i r e d  h e a l th  c a r c  benefits  
p u r s u a n t  t o  th i s  c h a p t e r  by:

(1) R e q u e s t in g  t h e  w a iver  by  a w r i t in g  s u b m i t t e d  to  the  e m p lo y e r ;  a n d
(2) R e c e iv in g  a p p r o v a l  o f  th e  w a iv e r  f r o m  th e  d i r e c to r  u p o n  th e  d i r e c to r  

d e t e r m i n i n g  t h a t  the  e m p lo y e e  has  o th e r  c o v e ra g e  u n d e r  a p re p a id  
h e a l th  c a r e  p l a n  w h ich  p ro v id e s  b e nef i ts  t h a t  m e e t  th e  s t a n d a r d s  
p re s c r ib e d  in s e c t io n  393-7.

(b )  I lie e m p lo y e r  w h o  receives f ro m  a n  e m p lo y e e  a w r i t te n  re q u e s t  fo r  a 
w a iv e r  u n d e r  th i s  se c t io n  shall  t r a n s m i t  t o  th e  d i r e c to r  a c o p y  o f  t h e  w a iver ,  o n  a 
fo r m  p re s c r ib e d  by  th e  d i r e c to r ,  a n d  a c o p y  o f  th e  p re p a id  h e a l th c a r e  p la n  on  the  
ba s is  o f  w h ic h  th e  w a iv e r  is re q u e s te d .

(c )  A  w a iv e r  u n d e r  th i s  se c t io n  is b in d in g  fo r  o n e  y e a r  a n d  is r e n e w a b le  fo r  
s u b s e q u e n t  o n e -y e a r  p e r io d s .

(d )  A n  e m p lo y e r  w h o ,  d irec t ly  o r  in d irec t ly ,  c o e rces  o r  a t t e m p t s  to  co erce  
a n  e m p lo y e e  in m a k in g  a  w a iv e r  u n d e r  th i s  s e c t io n  sh a l l  be  su b jec t  to  th e  p e n a l ty  
p ro v id e d  u n d e r  s u b s e c t io n  393-33(b).

(c) A n  e m p lo y e e  m a y  no t a g re e  to  p a y  a g r e a te r  s h a re  o f  t h e  p re m iu m  fo r  
s u c h  b e n e f i t s  t h a n  is r e q u i r e d  b y  th i s  c h a p te r .

( f ) S u b je c t  t o  s e c t io n  393-7(b),  a n  e m p lo y e e  m a y  c o n s e n t  t o  pay  a g re a te r  
s h a re  o f  h is w a g es  a n d  t o  a w i th h o ld in g  o f  su c h  s h a re  b y  the  e m p lo y e r  fo r  the  
p u r p o s e  o f  p ro v id in g  p re p a id  h e a l th  c a rc  b e n e f i ts  o f  his d e p e n d e n t s  u n d e r  the  
p la n  p r o v id in g  su c h  b e n e f i ts  fo r  h im se lf .”

S E C T I O N  2. S t a t u t o r y  m a te r ia l  to  be  rep ea led  is b r a c k e te d .  N ew  m a te r ia l  
is u n d e r s c o r e d .  In p r i n t in g  th is  A c t.  th e  rev iso r  o f  s t a tu t e s  need n o t  in c lude  the  
b ra c k e ts ,  th e  b ra c k e te d  m a te r ia l ,  o r  th e  u n d e rs c o r in g .*

S E C T I O N  3. T h is  A ct shall  tak e  effect u p o n  its a p p r o v a l .
(Approved May 12, 1976.)

M'diied accordingly.

. v’V c- 9^7?• iv-1
S/tnt'r ( ' < .

_______________



A Bill fo r  a n  A ct R e la t in g  to  the  P r e p a id  H ea l th  C a r e  A c t .

Be It Enacted by the Legislature o f  the Sta te  o f  Haw aii:
S E C T I O N  I. S e c t io n  393-13 , H a w a i i  R ev ised  S t a tu t e s ,  is a m e n d e d  to

rea d :

“S ec .  393-13  L iab i l i ty  fo r  p a y m e n t  o f  p r e m iu m ;  w i th h o ld in g ;  rec o v e ry  o f  
p r e m iu m .  U nless  a n  a p p l ic a b le  co llec tive  b a r g a in in g  a g r e e m e n t  specifies  
d i f fe re n t ly  ev ery  e m p lo y e r  sha l l  c o n t r ib u t e  a t least o n e -h a l f  o f  th e  p r e m iu m  for  
th e  c o v e ra g e  re q u ire d  by th is  c h a p t e r  a n d  the e m p lo y e e  sh a l l  c o n t r i b u t e  the  
b a la n c e ;  p ro v id e d  th a t  in n o  case sh a l l  th e  e m p lo y e e  c o n t r i b u t e  m o r e  t h a n  1.5 pe r  
cen t  o f  his w ages;  a n d  p ro v id e d  th a t  if t h c a m o u n t  o f  th e  e m p lo y e e ’s c o n t r ib u t io n  
is less t h a n  o n e -h a l f  o f  th e  p r e m iu m ,  the  e m p lo y e r  sh a l l  be l ia b le  fo r  th e  w h o le  
re m a in in g  p o r t io n  o f  the  p re m iu m .

T h e  e m p lo y e r  sha l l  w i th h o ld  the e m p lo y e e 's  s h a r e  f ro m  his  w a ges  w ith  
respec t  to  pay  p e r io d s  as  specified  by  the  d i rec to r .

If a n  e m p lo y e e  s e p a ra te s  f r o m  his e m p lo y m e n t  a f te r  h is  e m p lo y e r  has  
p re p a id  th e  e m p lo y e e ’s s h a re  o f  th e  cost o f  p ro v id in g  h e a l th  c a r c  c o v e ra g e ,  th e  
e m p lo y e r  m a y  d e d u c t  a n  a m o u n t  n o t  to  ex ceed  o n c - h a l f  o f  the  p r e m iu m  co s t  bu t 
w i th o u t  re g a rd  t o  t h e  1.5 p e r c e n t  l im i ta t io n ,  f ro m  th e  last s a l a r y  o r  w ages  d u e  th e  
e m p lo y e e ,  o r  seek o th e r  a p p r o p r i a t e  m e a n s  to  re c o v e r  th e  p r e m iu m . "

S E C  I IO N  2. S t a tu to r y  m a te r ia l  to  he  rep ea led  is b r a c k e te d .  New m a te r ia l  
is u n d e r s c o r e d .  In p r in t in g  th is  A c t .  the rcv iso r  o f  s t a tu te s  need  no t  in c lu d e  the  
b ra c k e ts ,  th e  b ra c k e te d  m a te r ia l  o r  the  u n d e rs c o r in g .*

S E C T I O N  3. T h is  Act shall  t a k e  effect u p o n  its a p p r o v a l .
(Approved June 7, 1976.)

A C T  207 S .B .  N O . 1899-76

A Bill fo r  a n  Act R e la t in g  to  the  E s ta b l i s h m e n t  o f  a n  O ff ice  o f  C h i ld r e n  an d  
Y o u th .

Be It Enacted hy the Legislature o f  the Sta te  o f  Hawaii:
S E C T I O N  I. T h e  leg is la tu re  f inds th a t  s e c u r in g  th e  w e ll-b e in g  o f  all o f  

H , .w a ii 's  c h i ld re n  s h o u ld  c o n t in u e  t o  be a po licy  c o n c e r n  o f  t h e  h ig h e s t  o r d e r  fo r  
s ta te  g o v e rn m e n t .  H a w a i i  h a s  lo n g  been  a lead e r  a m o n g  th e  s t a te s  in t h e d e v e 'o p -  
m c n t  o f  in n o v a t iv e  u n d e r ta k in g s  in b e h a lf  o f  c h i ld re n  a n d  y o u th  a s e v i d e n c  d ,  m 
p a r t ,  by t h e  e n a c tm e n t  o f  A c t  294, S ess io n  L aw s o f  H a w a i i  1949, w h ic h  es ta  tlislt-

•Edited accordingly
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b ra c k e ts ,  th e  b ra c k e te d  m a te r ia l ,  o r  the  u n d e rs c o r in g .*

S E C T I O N  4. T h is  A c t  shall  ta k e  effect  u p o n  its a p p r o v a l .  
(Approved June 7. 1976.)

A C T  206 S .B .  N O . 1821-76

A C T  206
-:*> ■

Amend.
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INTRODUCTIO N
I hi> leal let ha> been prepared in qtieslion-.ind-answer Inrniat to help employers and employees understand the Haw.m Pre­
paid Health C are I ass I he new law sets up a compulsory health insuranee program ,or the workers ol Hawaii Since even 
mploser has a maior role in the program. it is hoped that the iltlormation eoniained herein will enable employers to inple- 

meni the law with minimal difficulty Lor detailed inlormatnm ol this new program, teler to the law
WHAT IS THE HAW AII PREPAID HEALTH CARE LAW?
i no landniai k legislation |the 11rst in the ii.ntoni requires Hawaii employers to provide health care services lot the ■ em­
ployees. thus assuring them ol needed protection against the high costs ol hospital and medical care
WHEN WILL THIS NEW LAW TAKE EFFECT?
I lie law took cllect on lime I?. Ib '-t. hut the required coverage hv group prepaid health care plans and the payment ol 
premiums lot such coverage will not commence until January I. 1975
WHEN DOES AN EMPLOYER BECOME SUBJECT TO THE LAW?
\n  etnploset becomes subject to the law when he has one or more regular employee's A tegular employee is one who works 
scu t' 01 mote hours per week and is paid a monthly ssage ol at least M> h"’ times the prevailing Hawaii minimum hourly 

wage \  regular employee does not include a person employed in seasonal emplosment (e.g. harvesting and eanrvng ol 
pineapples) or one who works less than iwenls hours a week I lie Federal Slate and County governments are excluded 
(mm the law
ARE THERE EMPLOYEES EXEMPT FROM COVERAGE?
Acs. besides emplovees wot kmc in seasonal employment, emplosets need not covet insurance and real estate salesmen or 
m o le is paid solely on commission basis, p.uerll working lot sop daughter, wile husband working lor spouse, son 
d.nigluc! under twenty one veils ol age working lot lather molltei .md o the i' specifically exempted hi the lavs \|so 
exempt aie emplovees who ate coveted ax dependent* under .motliei health carc plan
CAN A REGULAR EMPLOYEE W ORKING CONCURRENTLY FOR TWO OR MORE EMPLOYERS HAVE COV­
ERAGE FROM ALL EMPLOYERS?
No
WHO HAS TO PROVIDE COVERAGE IN ABOVE CASE?
I lie employee is requited to name winch ol tiie two 01 mole einpln rs is the principal emplovei and which the secondary 
einploverlM on the employee im tilic.ilioii lorm (II I M ;> pi, ip.q employei is requueil to provide coverage \n  ettt- 
ploveeN d . ! '*iiiiu i.ition ol ptiticipai emplovei •• binding tor one vc.u or until change ol ciupluvnteni oceuis A secondary 
employ i i i an In i 'tin ! lie pnticip.il emplovei .1 t he employee so . houses m ;! I he employee no loiigci holds two oi more nibs 
. mi in .cully I lie employci is prohibited ti mu corn nig, in tending oi ml tu rn ,m g an employee in making a 'detenumat.on
WHEN IS AN EMPLOYER A PR INCIPAL OR SECONDARY EMPLOYER?
\ ii employee is icquiicd to complete I ot m l i t  5 lot the pm pose ul naming Ins pm ii ip.il .util set ond.u v employ etv. or a hen 
m i In ■ hoosex to tttak a change with tespccl to the '.tain ol e;uh emplovei I he emplovei and employee each retains a 
ipv. sv itli the ongiii.il gome to the I iep.iltmenl ol I .lliiu

MUST AN EMPLOYER COVER AN EMPLOYEE WHO IS ALREADY COVERED AS A DEPENDENT UNDER A 
HEALTH CARE PLAN?
No Resides stiili dependents, nih .’ts who .m  e trm p i ale emj'lovees pioteiied hv health uisni.ime oi any piepaid health 
i.lie  plan established undei ally law ol the I tilled Mates, and iiuipicnts ol puhlii avast.iiii c oi those co ined  h. a State- 
leetsl.iied health i.ue plan governing medical assistantr
WILL AN EMPLOYER BE NOTIFIED OF AN EMPLOYEE S EXEMPT STATUS?
J es \n  exempt employer in any ol the I luce calegoiies ntentlolleil above is leqmieil to complete tu im i IK ' S to notuv the 
rnpli vei ol the exemption, with a copy tiled with ibe Ilepatlmeiil ol I ahoi Also when the employee teriiimates exemp­

tion. Ilu emplovei must lie noiilied using the same loim  ' N In i an emplovei n ceivcs iinliliculion that the emploser has 
teimniated evemplioii the emplovei should he rnvricd undei the employer's le allli cate plan
WHAT PLANS ARE AVAILABLE FOR PROVID ING HEALTH CARE SERVICES?
I line ate two types ol piepuiil health c.tle plans I > r A plan hy which a prepaid health caie plan eonltaclot would lurnisll 
health calc, including liospitah/aliou. im i r n  medical oi iiiiixiiig ,.ue dings oi othei lestoi.ittte appliances and i? l a 
plan hv vs his h i he c nnltac toi would i l l , i.iv oi leimhuisr. in w hole m in pail, the expenses ol health cate



WHAT IS MEANT BY PREPAID HEALTH CARE PLAN CONTRACTOR?
\  prepaid health tare plan contractor may tall in one ol three groups. ( Ii Any medical group >r oigant/ation which under­
takes under a prepaid health cate plan to provide health care benefits l e g ,  katsei Atedic.il Center): |2 | any nonprolit or­
ganization which undertakes under a prepaid health care plan to deltas or reimhurse in whole oi in patt the expenses ol 
health cart ( eg .  IIA1SAI, or (Jl any tnsuter who undertakes under a prepaid health care plan to de lta ' or reimhurse in 
whole oi in pati the expenses ol health cate (e g . Aetna I ile Insurance t omp.invl Note I he names ol contractors cited 
aliu\e do not constitute an endorsement I lie' are Used strictly as illustrations
WHO SELECTS THE PLAN TYPE AND CONTRACTOR  FOR THE EMPLOYEES?
I he employei selects llie plan ivpc and the contractor I lie plan type may he eilltet a plan winch requires the prepaid health 
c are plan coniiuctiu to (iililixh the required health carc henelils m a plan which requites the prepaid health cure plan con- 
tt.ictm to delt.o oi reimhurse the expenses ol health cate I Ills election is binding lot one ve.u
IS SHARING OF PREMIUM COSTS PERMITTED?
While 1 lie cmplovfi has the option ol paving the etitoe premium, an employee ma' he lequtred to shate the cost I he 
employer must pay at least one-halt ol the premium and the employee the balance I he employee's shate howeve.. cannot 
exceed I 5 . ol Ins wages ll the employee's share eonstuules l e s s  than one-hall ol the premium, the emplovei must pay the 
entile i "naming poiium  I he employer is permuted to withhold the employee's share Irom the employee's wages
WHAT TYPES OF BENEFITS MUST BE PROVIDED IN A PREPAID HEALTH CARE PLAN?
An a p p r o v e d  p r e p a i d  h ea l t h  c a r e  p l a n  m u s t  i n c l u d e  a t  l eas t  t h e  Io IIo w h i c  l ype s  i l l  h os p i t a l  bet i el i t s .  i t i e l t l d i ne  in p a t i e n t  

c a r e  lo t  at  least  l . ’ti d a y s  ol  e o n l m e i n e i l l  ill e a c h  c a l e n d a r  w a r .  I ? l  s u r g i c a l  hene l i l s ,  11) m e d i c a l  b e n c l l l s ;  i-li d i a g n o s t i c  h e n e ­
l i ls.  a n d  (Si  m a t e r n i t y  hc i i e t i D d t h e  e m p l o y e e  l ias  h e r n  c o v e r e d  hy t h e  p i c p . m l  h e a l t h  c a t e  p l a n  lo t  at  least  n i n e  c o n s e c u ­
t i ve  m o u t h s  p i i o t  t o  t he  de l i very  V o t e  I oi  d e t a i l e d  b r e a k d o w n  ol  a b o v e  l i ve  Ivpcv ol  he ne l i l s  s ec  t he  law

MOW SOON MUST AN EMPLOYER COVER AN EMPLOYEE?
Anv t e g u l a r  e m p l o y e e  w h o  h a s  b e e n  e m p l o y e d  l o t  l o u t  c o n s e c u t i v e  w e e k s  hv a n  c r n p l  >vei m u s t  he c o v e t e d  at  t i l e  ea r l i e s t  

t u n e  l l i c i c . i l t c i

WHAT HAPPENS TO AN EMPLOYEE S COVERAGE IF THE EMPLOYEE IS UNABLE TO WORK BECAUSE OF 
D ISAB ILITY?
II ail employee i- disabled and unable to vvoik. the emplovei must m iiliuuc the coveiage hv paving lot the emplovei's share 
ot the premium inste I In- obligation o to lontim ic the longei ol the lollowmg periods I luce months following tac
month dm  me wlncli the employee became disabled, ot (o)lowiitg the period lot which the emplovei has undertaken the
Moment ol the • inploVce's regitl.it a ace- An cinpluVre iniisi keep up the employees p.ivmeiits
WHAT EFFECTS WILL THIS NEW LAW HAVE ON AN EXISTING PREPAID HEALTH CARE PLAN?
A p i e p . m l  he . t l lh  c a t e  p l a n  hal l  qua l i t y  a s  a  p l a n  p r o v i d m e  the  r e q u i t e d  m. u i t l a l o t v  h e n e l d s  ( see  a h n v e )  il it p i  o v u l e s  h e a l t h  

. . ii h e n e l i l s  e q u a l  l o  or  n i edu . i l l v  i . a s o i i . i h l v  u i hs t i t i i l uh l e  loi  ti lt '  h e n e l i l s  p i o e n l e i l  hv p i e p . n d  h ea l t h  c a n  p l a n s  - p e u l i e d  
a t  u e .  "ir il it pi  o v u l e s  s o u n d  h. i sn l i ospu. i l .  s i o g i e a l .  me d i c a l  a n d  o t h e i  h ea l t h  c a i e  h e n e l i l s  a s  ill i c i m i u c d  hv t h e  d i t s
t o t  a l t e r  a d v i c e  hv t h e  p r e p a i d  h e a l t h  c . uc  . i dv i xmv  c o u n c i l

WHO DETERMINES WHETHER OR NOT A PREPAID HEALTH CARE PLAN MEETS THE LAW 'S REQUIRE 
MENTS?
I Ins determination is made hy the I hicetoi ol the ht.it'" I tep.iitmenl ol I abut alter advne by a seven tiiemhci ptepaul health 
i.lie  ,it|vistuy count il nuisisling ol irpiesenl.ilives ol the medical and public health pioti'ssnm. icpiesciu.ilives ol .■oiisimiei 
interests and peivoits expciionced in picpaul It It It c.ue piotcction
WHAT EFFECTS WILL THIS NEW LAW HAVE ON COLLECTIVE BARG AIN ING?
I I I  I m p l o v e e s  wi l l  he  l i ce  I n  l i . uga i n  col l ec t ivel y  lo t  d i l l f i c n t  p r e p a i d  h e a l t h  c a t i  p l a n  c o v e t a g c  oi  loi  a d i l l e t e m  a l l o t  a l u m  
ol  t h e  c o s t s  l l ieret i l  ot  t m  t h e  e m p l o y e r  t o  p i o v u l e  t h e  l i r .dt l i  . a r e  spe .  d i e d  iii tlit* agie ' emi ' Ml t . ’ i An t ' l i i plovei  o i  g i o u p  »d 
e m p l o y i ' i s  wi l l  h e  d e e m e d  l o  h e  in co t i i p l i . i i uc  w i t h  I lie law il t hey  p r o v i d e  h ea l t h  c a r c  se rvi ces  pu i sn . i i i l  l o  a c o l l e c t i ve  h.u 
g a i n i n g  a g r e e m e n t  a n d  t h e  s e i v i t e s  a t e  a v a i l a b l e  In  all  ni l ic i  e m p l o y e e s  n o l  c o v c i e d  hy s n i l t  a g i c c u i c n l  i An e m p l o v e i  
wi l l  he r e q u i t e d  t o  p i ov i t l e  c o v c t u m  lo i  e m p l o y e e s  n o t  c o v e r e d  hv t h e  h e a l t h  t a l e  p iovivi i i i i s  ol  ilit a p p h c a h l e  c o l l e c t i ve  
h . n g . l in in g  a e i e e u i e i l l  l o  wl nc l i  t he  e m p l o v e i  is a  p a t t y

WHAT ABOUT EXISTING EMPLOYER-SPONSORED PLANS COVERING H av* '* M-BASED EMPLOYEES?
Any o i i l - o l  s t a l e  e m p l o y e i  s p o n s o i e d  h e a l t h  t a r e  p l a n  u l l c i t i i i g  e m p l o y e e s  ol  t in , l a t e  m u s t  lie a t l i u s l e d  In l i me  II 197 V 

s o  a i o  m e e t  t he  l aw' s  l e q i i u c n i c n i s

CAN AN EM PLOYEES R IGHT TO BE COVERED BY A HEALTH CARE PLAN BE W AIVED ?
An employee may nol wa r e  individually all ot part ol the required health care services
CAN AN EMPLOYEE AGREE TO PAY A GREATEP SHARE OF THE PREMIUM COST?
An employee cannot agree to p.iv a greater share Irom w tees except lor rite purpose ol paving lor the added cost .a providing 
prepaid health care henelils lor the employee’s dependents .... *'.t the same plan
MUST AN EMPLOYEE BELO NG ING  TO A FA ITH -HEALI.*G  u .tO U P  BE COVERED?
No.
CAN EMPLOYERS FCRM ASSOC IATIONS FOR THE PURPOSE OF PROVID ING PREPAID HEALTH CARE 
PROTECTION?
A cs. as long as such health care protection is obtained Irom an authorized health cate ciin ita tior 
ARE THERE PENALTIES FOR ANY INFRACTION  OF THE LAW?
111 -An emplovei who lulls without good cause to comply wi th the covetagc provisions ol the law shall he penalized not less 
than S25 ot SI lor each employee lor every day during which such lailure continues, whichever >um is greater, and l2 l an 
employer, employee or prepaid health care contractor who willullv tails to comply with anv other provisions ot any rules or 
regulations shall he lined not mote than S2(Mi lot each such violation
W HAT IS THE PREMIUM SUPPLEMENTATION FUND?
I his is a special lund I in.meed and administered by the Stale lor the purpose ol assisting certain eligible employers in paving 
lor the cost ol providing the required health cate henelils
W HAT ARE THE ELIG IBILITY REQUIREMENTS FOR PREMIUM SUPPLEMENTATION?
An employer is entitled to premium supplementation tl: i l l  less th.it: * workers ate employed; i ?i the employer's sh.ue ol 
the cost ol piovidmg health eate services evceeds I v  , ol the total wages payable to employees, and t.U the amount ol such 
excess is gtealet llt.iit V , nl the employer's income helore luxes direct Iv attributable" to the business ixec below lot delitiilionl.
HOW MUCH CAN AN EMPLOYER RECEIVE FROM THE PREMIUM SUPPLEMENTATION FUND?
1 he amount ol piemnim supplemenlalton shall he l li.it pan ol the emplovei's share " l the premium cost which exceeds the 
Intl.Is speeilied above
HOW DOES AN EMPLOYER CLA IM  PREMIUM SUPPLEMENTATION?
I he emplovei must complete a prescribed claim form liunishing inhumation that the emplovei's shale ol the piemmtil i ost 
evceeds the limits speuticU above
WHAT IS MEANT BY INCOME DIRECTLY ATTR IBUTABLE TO THE BUSINESS?
In. nine dnccllv a llrih ii' ihle to the business means gross piolits Mom the business minus dedueinms lot i l l  compensation 
ol olliefis. 121 s.dunes . ml wages, except wages paid hv an individti.il piopnetoi to h iiii'i'll. i ' I  tep.iiis. i 4 i invvs on business 
and business property, (5i business .idvenising, Itq amounts cunttihiiied to employee betielit plans. i " i uueiest on Imsinc". 
indebtedness. IM  tent on business piopertv. and i 'l l other expenses necessary lot the ■ uncut conduct ol bustu- ss
W HAT DEDUCTIONS ARE EXCLUDED FROM INCOME: DIRECTLY ATTR IBUTABLE TO THE BUSINESS?
I Itese ale I I I  bail debts. I .'I I out tilitlt ions nr gilts. othei than t Ivose listed under <> above. I *1 anioiliz.it ion and ilepi eciat ion. and 
1-11 losses bv Inc. sloim , casualty, ete
W HAT AGENCY ADM IN ISTERS THE HAW AII PREPAID HEALTH CARE LAW?
I lie I Usability ( ompciisulioii Division ol the I l.p .in iueiii ol I a hot and lm lnsiii.il Kelalions administer. the Hawaii I'lepaid 
Health ( ate I aw ll you need Itirfher m lounation please contact the lollowme otlices



\ d d r e s s  all inquiries  lo

Depi. ol I abor &  Industria l Relations 
Temporary Disabili ty Insurance Divis ion

Oahu P.O. Box 3769
N25 M i l i la m  Street. Room 2(11 
Honolulu. Hawaii 9hHI2 
Phone 54N-7X21

Hawaii P.O. Box 6 ' I
St. ii.- O i l  ice Building 
75 \up un i Si reel 
l l i lo .  Hawaii ' lo '2d 
Phone 96 l-?39l

West I ’ D  B o x ‘D
Hawaii kca lakckua. Hawaii 9b’ 5ll

Phone >22-27?5

Maui I ’ • )  Box 5MI
Slate ( l l lu e  Building 
54 South High Street 
\k .i il ilk it. Hawaii 96 ’o I 
Phone 244-1 177

Kan.ii P O  Box 191
Slate (>11 ice Building 
Rltid I iwa St reel
I I l i n e .  11.1 W a i l  9 6  ' 6 6  

Phone 74S43SI



19 March 1980

To: Representatives Buchholdt, McKinnon, Parker, Gardiner

From: Sharman Haley
Alaska Public Interest Research Group

Subject: Policy Options in Pronosed Health Legislation

The health bill which is presently being drafted at Representative 

Buchholdt's request is largely modeled after Hawaii and Minnesota laws. 

These laws do not necessarily conform in detail to the situation in 

Alaska nor the interests of the Alaska sponsors. This memo calls to 

your attention various points in the model legislation which you may 

wish to consider modifying, for Alaska. Certain policy considerations 

in the proposed Medicaid amendments and medically needy program are also 

discussed.

Health Insurance Minimum Standards and Risk Pooling

The Comprehensive Health Insurance Act adapted from Minnesota law 

and published in 1980 Suggested Legislation Vol. 39, by the Council of 

State Governments, is the model for the minimum benefits and risk pooling 

portions of the proposed legislation. One section in the model bill re­

quires heal tin insurance carriers to offer certain kinds of conversion pri- 

vilages. For example, when an individual drops out of a group plan (such 

as with the termination of eiiployment) the carrier must offer an individual 

plan to continue coverage without the addition of underwriting restrictions. 

Also, when the primary insured dies, the carrier must allow other indi­

viduals covered under the plan to continue coverage. This issue was not 

addressed in our drafting request. You may wish to consider including 

language on conversion privilages in the bill.

1



The model legislation also contains a provision known as "dual option" 

which requires major employers of 100 or more employees who offer health 

benefits to their employees, to offer both insurance or membership in a 

health maintenance organization where both are available. This in part 

is a policy to promote HMDs. This provision was not included in the 

drafting request. Since Anchorage may have an HMD in the near future, 

you may wish to consider a similar provision in the legislation for Alaska.

The model legislation sets out standards for three types of qualified 

plans. You should be aware that the legislation does not require that 

only qualified plans can be sold; it merely requires of all carriers that 

qualified plans be offered to each eligible customer.

The model legislation sets numerous specific dollar amounts. Pre­

sumably these amounts will have to be periodically updated for inflation 

or changes in standards. You may wish to consider adding the provision 

that the specified amounts are applicable for the first year and sub­

sequently the commissioner may revise and update all the dollar amounts 

by regualtion.

The model legislation initially sets premiums for the high risk 

coverage at the average premium level among the five largest carriers 

in the state for comparable standard risk coverage, and provides that in 

subsequent years the premiums are to be set such that the plan pays for 

itself according to actuarial princip'es. In Minnesota's experience 

hcwever, the claims in the first 18 months were so high that, they feared 

premiums would have to be raised 100% to cover the claims. To keep the 

premiums at an affordable level, the legislature amended the statute to 

limit the premiums to 125% of the standard risk premiums, and provided 

that assessments made against the carriers by the carriers association 

to cover the losses due to claims, could offset any income or premium 

taxes owed to the state by that carrier. Thus the state was made respon­

sible for the losses incurred by the plan. You may wish to consider 

these csmendments for the Alaska legislation as well.

The model act defines dependent as spouse, unmarried child under 

the age of 19, dependent child under the age of 25 who i • a student and

2



is financially dependent on the parent, or a dependent child of any age 

who is disabled. You may wish to consider the acdition of any household 

member who is financially dependent on the head of household, in order 

to include other relatives or non-relative^ who may be members of that 

family unit.

The model legislation, in its itemization of minimum services covered 

and not covered, states that transportation costs other than ambulance are 

not covered, This is not well suited to Alaska, since medically necessary 

travel is frequent and expensive in most parts of the state.

The model legislation includes well baby care, routine physicals, and 

multi-phasic screening. It should be understood that since these are routine, 

predictable expenses, they do not fall within the central prupose of in­

surance —  that is, to insure against risk. Requiring coverage of basic 

medical care such as these in a consumer-paid plan does no service what­

soever to the consumer, since he or she will pay the full cost of routine 

care through higher premiums anyway, Requiring coverage of them in an 

employer-paid plan does offer an advantage to the consumer, of course, 

because it shifts the costs of these medical services from the consumer to 

the emnloyer. Arguably there is a public purpose served in this requirement 

even for consumer-paid coverage —  namely to promote the utilization of 

these services in tine interests of preventive medicine. Since the services 

have already been paid for, the consumer may as well utilize them. There 

are experts who claim, however, that routine physical exams, other than 

pap smears, bLood pressure checks, or other procedures tailored to tine 

health risks of the individual patient, are not cost effective; that over­

all they do not save more expense through the early detection of disease 

than they consume.*

Mandatory Employer Sponsored Coverage

The Hawaii Prepaid Health Care Act is the model for the mandatory em­

ployer sponsored coverage portions of the proposed legislation. The Hawaii

* One school ol thought maintains that a more effective approach to 
preventive medicine would be promoting health education, self-awareness 
and self-responsibility for maintaining health among consumers. This would 
also promote early detection and reporting of symptoms when they do occur.
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act excludes seasonal employees, in particular the pineapple pickers. The 

only explanation for this offered by the Hawaii urogram administrator was 

that the plant '.tion owners had the political clout to get their employees 

exempted. Seasonal employees are a large comoonent of Alaska's labor force, 

and often lack health coverage. You may wish to consider including seasonal 

employees in the Alaska legislation, or perhaps seme form of hour bank for 

seasonal and temporary employees similar to the union health plans in the 

construction trades.

The model legislation mandates coverage of the employee only, and 

coverage of dependants is optional (unless the plan is of lower standard 

than the largest plan and is approved by the commissioner). You may wish 

to consider making coverage of dependents mandatory in employer-sponsored 

plans.

The Hawaii model sets up a separate fund for nremium supplementation 

for qualifying employers. Several sections of the bill are devoted to 

defining the fund and how if is to be managed. Since the fund is not going to 

be self-supporting and will require annual appropriations anyway, there is 

little apparent advantage in terms of management or oversight in establishing 

a separate fund. You nay wish to consider making premium supplementation 

part of the general fund.

The Hawaii model appears to make employee participation, including

payment fo the employee share of the orenrnjm, mandatory. The advantage in

this is that more people will have coverage and employers cannot pressure 

employees to decline such coverage. The disadvantage is tlaat employees

may be required to contribute to the premium and have no choice whether or

not to participate. You may wish to consider making participation voluntary 

on the part of the employee.

Linkage Between Hawaii and Minnesota Models

The Hawaii and the Minnesota models take two different approaches 

toward defining the minimum benefit standards for qualified health coverage 

plans. The Hawaii law is setting standards for mandatory employer coverage.

In addition to meeting the very general benefit guidelines itemized in the
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law, a qualified plan must meet one of two alternative benefit standards:

(1) the benefits must meet or exceed the benefits of the largest plan in 

the state (in Alaska this would be either the Alaska State employees plan 

or possible the Teamsters plan); or (2) the benefits must provide a level 

of coverage deemed satisfactory by the Comnissioner. If these benefit 

plans are mre limited than the largest plan, the employer must pay half the 

premium for dependent? as well as the primary insured. The bill also 

establishes a prepaid health care council to advise the Conmissioner on 

benefit levels. The law is administered by the Department of Labor.

The Minnesota law is setting, standards for state qualified plans 

which all carriers are required to offer. The law specifies the scope 

of required benefits as well as minimum or maximum limits, copayments, 

and deductibles for three levels of qualified plans. The law is administered 

by the Division of Insurance.

While there is no direct conflict between these two laws which are 

proposed for Alaska, there is some duplication. Since the Alaska Depart­

ment of Labor has no expertise in the arena of health insurance benefits, 

you may wish to consider centralizing all responsibility for benefit 

standards under the Division of Insurance, and leave only the employer 

compliance responsibilities with the Department of Labor. You should be 

aware that the Alaska Division of Insurance is already seeking authority 

to regulate minimum standards for insurance of all kinds in HB882 and SB513.

Consideration should also be given to the question of what standards 

employer coverage should meet and how they should be set. The Minnesota 

model specifies the standards for three levels of qualified coverage in 

law, and requires that employers who offer health coverage provide at 

least a number two qualified plan. The Hawaii model only provides general 

guidelines of minimum services to be covered, and leaves the other details 

up to the Conmissioner, or else ties the standard to the benefits provided 

by the largest plan in the state. The state employees plan and the Teamsters 

plan are both more comprehensive than the minimum standards for the number 

two qualified plan, but of course would also be more expensive. The Minnesota 

approach js much simper than the Hawaii approach and gives the legislature
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greater control over the minimum standards. The standard required for 

employer plans does not necessarily have to be the same standard required 

for a qualified plan offered to individual consumers, particularly in the 

area of routine care for the r asons discussed in an earlier section.

Medicaid Medically Needy

Federal financial participation requirements in the Medicaid medically 

needy program set the maximum income threshold for medically needy program 

eligibility at 133% of the Aid to Families with Dependent Children income 

standard for a household of equivalent size. The minimum income threshold 

is set equal to the Adult Public Assistance standard or the AFDC standard, 

whichever is higher, for a household of equivilent size. Since in Alaska 

the AFDC standard is so much lower than the APA standard, $350 for an AFDC 

family of two compared to $608 for two APA elibibles, the federally mandated 

minimum medically needy income threshold for a family of two, $608, is 

higher than the federally mandated maximum income threshold of $466.55 

($350 x 1.33). These are clearly impossible criteria. The federal policy 

manual appears to resolve the contradiction in favor of the lcwer standard.

The result is that for adult elibibles the Medically needy income threshold 

is not much higher, and for a two person household is actually lower, than the 

income standard for the regular Adult Public Assistnace program. (See at­

tachment) This inconsistency could be left as is, or resolved in one of 

two ways: (1) the AFDC standard (which is lower than AFDC standards in

many other states and a virtually impossible budget for a family in Alaska) 

could be raised; or (2) the medically needy income threshold could be set 

higher than 133% of the AFDC standard and the program could by financed 

entirely by the state.

Medicaid Optional Services

The Medicaid optional services included in the drafting request were 

the nine uncovered services most often requested by Medicaid clients and most 

recommended by social workers, as reported in OPTING: A Study of Medicaid

Client Need. A copy of Table 2 from this renort is attached. A complete listing 

of Medicaid optional services is attached should you wish to consider other 

optional services.
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May 22, 1980

To: Representatives Gardiner, Meekins, McKinnon, Parker

From: Representative Thelma Buchholdt

Re: HCS CS SS SB 227 - Health Legislation

HCS CS SS SB 227, "An Act relating to the health of residents of the 

state," was passed out of the House HESS Committee on Wednesday, May 21.

I am supplying you with a copy of the bill summary and the accompanying 

fiscal note. I am also enclosing a copy of the work draft that was 

passed out of Cotmittee. I expect that the final version of the bill 

will be printed this afternoon.

Very briefly, Section 1 of the till establishes a carrier reinsurance 

pool which would make health insurance available at a reasonable premium 

to every resident and every employer group in the state. This section 

of the bill is designed to pick up high-risk persons and other uninsurables 

in the state for whom health coverage is now unavailable.

Sections 4 through 7 of the bill comprise the original CS SS SB 227, 

sponsored by Senators Coletta, Hohman and Stimson, and req u i r e state 

employee health insurance to include coverage for alcoholism and drug 

dependence.

Section 8 of the bill requires the Comnisssioner of health and Social 

Services to provide services under medical assistance programs through 

health insurance policies or health service contracts when cost effective. 

The bill authorizes the Department to make interim peyments to providers 

who serve a large volume of state medical assistance clients. The bill 

also requires the state to pay interest to providers on overdue medical 

assistance bills.



Sections 9 and 10 of the bill expand the state's Medicaid program to 

include all services and eligibles qualifying for federal financial 

participation.

Finally, in Section 11, a medically needy program is established under 

the state General Relief program with an income standard set at 150% 

of the poverty guideline. Persons whose income exceeds the standard 

become eligible when they spend their excess income on medical bills.

The fiscal note for the bill includes approximately $ 8 million from 

the state's Gereral Funds, $ 22,800 from other state funds and ap­

proximately $ 8 million in federal funds.



H C S  C S S S  S B  2 2 /  ( H E S S )  

B I L L  S U M M A R Y  

( r e v i s e d  5 / 2 1 / 8 0 )

T h e  b a s i c  c o n c e p t  o f  t h e  f i r s t  s e c t i o n  o f  t h e  b i l l  i s  to 

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

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

a n d  e v e r y  e m p l o y e r  g r o u p  in  t h e  s t a t e ,  r e g a r d l e s s  o f  u n d e r ­

w r i t i n g  r i s k .  T h i s  s e c t i o n  is  m o d e l e d  a f t e r  C o n n e c t i c u t  l a w .

A S 2 1 . 5 0 . 0 1 0  E a c h  c a r r i e r  i n  t h e  s t a t e  w h i c h  o f f e r s  i n d i v i d u a l  

h e a l t h  c o v e r a g e  is r e q u i r e d  t o  m a k e  a n  n d i v i d u a l  c o m p r e h e n s i v e  

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

i s  n o t  e l i g i b l e  f o r  M e d i c a r e .  E a c h  c a r r i e r  in t h e  s t a t e  w h i c h  

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

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

e m p l o y e r  o f  t h r e e  o r  m o r e  e m p l o y e e s .  T h e  r e q u i r e d  c o v e r a g e  

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

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

e x c e e d  t h e  a p p l i c a b l e  a s s o c i a t i o n  p r e m i u m .  T h e  b i l l  d o e s  n o t  

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

a n c e  n o r  d o e s  it r e q u i r e  a c a r r i e r  to  p r o v i d e  c o v e r a g e  t o  a 

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

A S 2 1 . 5 0 . 0 2 0  T h e  r e q u i r e d  c o m p r e h e n s i v e  h e a l t h  p l a n s  m u s t  

c o v e r  t h e  s e r v i c e s  i c e m i z e d .  A c h o i c e  o f  $ 1 0 0 ,  $ 5 0 0 ,  o r  $ 1 0 0 0  

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

2 0 % .  T h e  s u m  o f  c o - p a y m £  it a n d  d e d u c t i b l e s  m a y  n o t  e x c e e d  

$ 1 0 0 0  f o r  a n  i n d i v i d u a l  o r  $ 2 0 0 0  f o r  a f a m i l y  b e f o r e  b e n e f i t s



a r e  p a i d  a t  1 0 0 % .  T h e  m a x i m u m  l i f e t i m e  b e n e f i t s  l i m i t  m a y  

n o t  b e  l e s s  t h a n  $ 1 , 0 G 0 , 0 0 0 .  P r e - e x i s t i n g  c o n d i t i o n s  m a y  o n l y  

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

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

c o v e r a g e ,  b u t  i n  a n y  c a s e  m a y  n o t  b e  e x c l u d e d  f r o m  c o v e r a g e  

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

c u p a t i o n a l  i n j u r i e s ,  c o s m e t i c  t r e a t m e n t ,  c u s t o d i a l  c a r e ,  

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

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

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

m u s t  a l s o  c o v e r  d e p e n d e n t s .

A S 2 1 . 5 0 . 0 3 0  T h e  H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n  is e s t a b l i s h e d  

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

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

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

d i r e c t o r .  T h e  a u t h o r i t y  t o  i s s u e  h e a l t h  i n s u r a n c e ,  to e s t a b l i s h  

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

p o w e r s  a r e  g r a n t e d  t h e  a s s o c i a t i o n .

E a c h  a s s o c  iftt i o n  m e m b e r  m u s t  d e s i g n a t e  t h e  c l a s s e s  o f  

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

a s s o c i a t i o n .  I n d i v i d u a l  l i v e s  m a y  n o t  b e  s e l e c t e d  o u t  o f  a 

g r o u p  f o r  r e i n s u r a n c e .  P r e m i u m  r a t e s  m a y  n o t  b e  e x c e s s i v e ,  

i n a d e q u a t e ,  o r  u n f a i r l y  d i s c r i m i n a t o r y ,  n o r  m a y  t h e y  e x c e e d  

1 2 5 %  o f  r a t e s  f o r  s t a n d a r d  r i s k  g r o u p s .  A l l  r a t e s  a r o  p r o m u l ­

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

L o s s e s  o f  t h e  a s s o c i a t i o n  a r e  a s s e s s e d  t o  m e m b e r s .  M e m ­

b e r s  in t u r n  m a y  c r e d i t  t h e  a s s e s s e d  c l a i m s  l o s s e s ,  b u t  n o t



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

i n c o m e  t a x .  I f  t h e  a s s e s s m e n t  e x c e e d s  t h e i r  t a x  l i a b i l i t y ,  

t h e  C o m m i s s i o n e r  o f  R e v e n u e  r e i m b u r s e s  t h e  c a r r i e r  f o r  t h e  

e x c e s s  l o s s .  P e r i o d i c  a u d i t s  a r e  r e q u i r e d .

A S 2 1 . 5 0 . 0 4 0  H o s p i t a l  o r  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 s  ( s u c h  

a s  B l u e  C r o s s )  a r e  g i v e n  t h e  o p t i o n  o f  p a r t i c i p a t i n g  i n  t h e  

H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n  o r  o f  s e t t i n g  u p  t h e i r  o w n  

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

a n d  s t a n d a r d s .

A S 2 1  . 5 0 . 0 5 0  T h e  r e g u l a t o r y  a n d  o v e r s i g h t  p o w e r s  a n d  a d m i n i s t r a t i v e  

d u t i e s  o f  t h e  d i r e c t o r  o f  i n s u r a n c e  a r e  e n u m e r a t e d .

A S 7. 1 . 5 0 ■ 1 0 0 H e f i n l t i o n s

S e c t i o n s  2 a n d  3 a r e  t e c h n i c a l  a m e n d m e n t s  t o  o t h e r  c h a p t e r s  

o f  t h e  i n s u r a n c e  c o d e  t o  b r i n g  t h e m  i n  c o n f o r m i t y  w i t h  S e c t i o n  1.

S e c t i o n s  4 t h r o u g h  7 o f  t h e  b i l l  a m e n d i n g  A S 3 9 . 3 0  c o m p r i s e  

t h e  o r i g i n a l  C S S S S B  2 2 7  a n d  r e q u i r e  s t a t e  e m p l o y e e  h e a l t h  

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

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

i n c l u d e  i n p a t i e n t  d e t o x i f i c a t i o n ,  i n p a t i e n t  t r e a t m e n t  a n d  

o u t p a t i e n t  t r e a t m e n t .  C o v e r a g e  m a y  n o t  e x c l u d e  d e p e n d e n t s  o r  

p r e - e x i s t i n g  a l c o h o l i s m  c o n d i t i o n s .



S e c t i o n  8 o f  t h e  b i l l  a m e n d i n g  A S 4 7 . 0 5  r e q u i r e s  t h e  C o m m i s s i o n e r  

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

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

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

I n  a s e p a r a t e  s e c t i o n ,  t h e  d e p a r t m e n t  i s  a u t h o r i z e d  t o  m a k e  

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

s t a t e  m e d i c a l  a s s i s t a n c e  c l i e n t s .  A n d  f i n a l l y ,  t h e  b i l l  r e q u i r e s  

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

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

3 0  d a y s  a n d  t w o  p e r c e n t  p e r  m o n t h  a f t e r  9 0  d a y s .

S e c t i o n s  9 a n d  10  e x p a n d  t h e  s t a t e ' s  M e d i c a i d  p r o g r a m  t o  

i n c l u d e  a l l  s e r v i c e s  a n d  e l i g i b l e s  q u a l i f y i n g  f o r  f e d e r a l  

f i n a n c i a l  p a r t i c i p a t i o n .

S e c t i o n  11 c r e a t e s  a m e d i c a l l y  n e e d y  p r o g r a m  u n d e r  t h e  s t a t e  

G e n e r a l  R e l i e f  p r o g r a m  w i t h  a n  i n c o m e  s t a n d a r d  a t  1 5 0 %  o f  

t h e  p o v e r t y  g u i d e l i n e .  P e r s o n s  w h o s e  i n c o m e  e x c e e d s  t h e  s t a n d a r d  

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

bills.



FY 81

Sections 1-3: Health insurance pool 

Sections 4-7: Alcoholism benefits 

Sections 8-12: Medicaid & GR Med 

TOTAL

FY 82

Sections 1-3: Health insurance pool

Sections 4-7: Alcoholism benefits

Sections 8-12: Medicaid & GR Med

TOTAL

Prepared by HESS staff

FISCAL SUMMARY

HCS CSSSSB 
( in

General
Funds

9970

138.6

7,728.7

7,966.3

83.8

332.6

17,003.0

17,419.4

227 (HESS)
thousands of dollars) 
Federal Other Total
Finds

99.0

7.8 22.8 169.2

7,858.5   15,587.2

7,866.3 22.8 15,855.4

45.0 128.8

18.7 54.8 406.1

17,288.7   34,291.7

17,307.4 99.8 34,826.6

5/22/80



I. R E Q U E S T
Bill /Resolution No. HCS  C. S S S S B  227 CHESS )
Title An A c t  r e l a t i n g  t o  t h e  h e a l t h  o f  r e s :  d en t - s  o f  t-Kp c r a r o

J.-3

Requested bv H e a l t h  E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  Date 5 / 2 0 / 8 0

II. F I S C A L  D E T A I L  
Agency Affected _ D i v i s i o n  o f  T nqi ir .^nr 'P
Program Category Affected P u b l i c  P r o t e c t i o n
BRU ,  Program, or Subprogram(s) Affected D i v i s i o n  o f  I n s u r a n c e
(Note: If more than one budget component is affected, separate iine-item amounts and funding for each 

component in the analysis section.)
E X P E N D I T U R E S  (Thousands of Dollars)

F Y  80 FY  81 1 F Y  82 ’ F Y  83 F Y  84 F Y  85 6
100 P E R S O N A L  S F R V I C E S 4 8 . 3  i 5 3 . 2  1 5 8 . 2
200 T R A V E L 5 . 0  1 3 . 0 3 . 3
300 C O N T R A C T U A L 4 0 . 9  1 2 6 . 8 2 9 . 4
400 C O M M O D I T I E S . 8 1 * . 8 .9
500 E O T I J PM EN T 4 . 0  1
600 L A N D  & S T R U C T U R E S 1
700 G R A N T S .  C LA IM S .  E T C . 1

l e d u c t .  o f  U n r e s t r i c .  t a x  R< :t>t . # 0 1 9 1 45.0 9 9 . 0

T 0 T A L  9 9 . 0  1 2 8 .8  1 9 0 .8

F U N D I N G  (Thousands of Dol 

G E N E R A L  F U N D

lars)

9 9 . 0  I 8 3 . 8  1 9 1 . 8
F E D E R A L  F U N D S 1 1
O T H E R  (Specify Fund Source) ! 1

i u c t  . o f  U n r e s t r i c .  t a x  Rent #01 9 1 45.0 1 99.0

! I

P O S I T IO N S  

F U L L  T I M E  Market .  A n a l v s t T T l 1 1 1  1 1
P A R T  T IM E  C t e r k  T y p i s t  I I I 1 1 1  ! 1
T E M P O R A R Y 1 i

III. A N A LY S IS  (See Fiscal Note Preparation ..structions, Section III)

T h i s  n o n e  a s s u m e s  a  h a l f  y e a r  o f  i m p l e m e n L a t i o n  a n d  a  h a l f  y e a r  o f  

o p e r a t i o n  i n  FY f l l .  I t  a s s u m e s  10% i n f l a t i o n  f o r  FY82 a n d  FY83 .

p r e p a r e d  b y  H ES S  s t a f f  5 / 2 0 / 8 0



F I S C A L  N O T E

P ER SO N A L  S E R V I C E S

T h e  l a w  i n  C o n n e c t i c u t  o n  w h i c h  t h i s  b i l l  is b a s e d  w a s  i m p l e m e n t e d  

w i t h  n o  a d d i t i o n a l  s t a f f .  M o s t  o f  t h e  s u b s t a n t i v e  w o r k  w a s  p e r ­

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

m a y  b e  j u s t i f i e d ,  h o w e v e r ,  f o r  d r a f t i n g  t h e  r e g u l a t i o n s ,  r e ­
v i e w i n g  t h e  o r g a n i z a t i o n  o f  the H e a l t h  r e i n s u r a n c e  A s s o c i a t i o n  

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

r i e r s  f o r  t h e  c o m p r e h e n s i v e  h e a l t h  p l a n .

Market Analyst I I I  Range 18A 12 months $29,580
Clerk Typist I I I  Range 8A half-time, 12 rronths 8,162

$377752“
benefits (.1529) 5 771
FICA
(.0665 x 8162 + 1985) 2,528
health insurance
(1 2 7 x 1 . 5 x 1 2 )  2,286

$457527"'

TRAVEL

Travel to Connecticut and Minnesota and to
Health Reinsurance Association board meetings $ 5,000

CONTRACTUAL

Rent 2 positions x 150 sq. ft. x $1.70 x 12 mo. $ 6,120
Phone (80 install + 600 local + 3,000 long distance) 3*680
Postage i’oCO
Printing and Xerox 2,000
Equipment Rental (typewriter) 2*500
Consulting 25,’000

°ther 600
Y ’U | 7vU

COMMODITIES (1.5 x 500) $ 7 5 0

EQUIPMENT

desks, chairs, bookcase, filing cabinet, 
caculator, etc.

$ 4,000



PREMIUM TAX OFFSET

Total Comprehensive Health Plan Premiums in Connecticut for 1979: 52,785,367

Total FT1 A Assessment since April 1, 1976: $ 80,000

Alaska population*/Connecticut population* = 395,000/2,746,000 = .144

Alaska rates/Connecticut rates: 1.35

Factor for change in deductions: 1.05

Factor for change in pregnancy benefits: 1.05

Factor for change in transportation benefits:? fudgefactor: 1.20

Loss factor: (135% - 125%)/135% = .074

Inflaction factor '79 - '81: 1.21

$2,785,367 x .144 x 1.35 x 1.05 x 1.05 x 1.20 x .074 x 1.21 + ($80,000/345) = 87,402

This estimating procedure will tend to overestimate the costs. Nevertheless,
there are many difference between Connecticut and Alaska which we cannot account for, 
and the margin for error is large. Rounding, up to an even $90,000 should 
produce a safe high estimate of the tax loss to the state in a full year 
of operation. Since FY '81 includes only a half year of operation, only half 
that amount would be claimed in FY 'S2.

Civilian noninstitutionalized population under age 65.



E L E V E N T H  LEGISLATURE

-F ISCAL NOTF.

REQUEST
Bill/Resolution No. Ad-3 CS f o r  SS Sp na t»  P i l l  ??7 C u-f  Q  S g ^ n o / J 5  « / - 7
T i t l e ___________ In s u r a n c e  f o r  A lc o h o l ism  and n m n  n»ncnHanro____________________ _
Requested by   _________  Date____________

II. FISCAL DETAIL
Agency Affected A d m i n i s t r a t i o n  -  D i v i s i o n  c f  R e t i r e m e n t  and B e n e f i t s  
Program Category Affected R e t i r e m e n t  and B e n e f i t s  (ViricK b c i .e r i  i 3 ) '
BRU, Program, or Subprogxam(s) Affected Ud-yo-8-U i-Ud-UU
(Note: If  more than one budget component is affected, separate hne-ilem amounts and funding fo: each 

com ponent in the analysis section.)
EXPENDITURES (Thousands o f  Dollars)

• FY 79 FY 80 1 FY 81 FY 82 I FY 83 | FY 84
J0 0 PERSONAL SERVICES 1 1 1
? o n t r a v e l 1 1 ' 1
300 r o N T a a r n i A T I 1 1
400 COMMODITIES . . . 1 1 1
59Q EQUIPMENT 1 1 1
6 0 0 LAND & STRUCTURES 1 1 1
700 TRS STATF MATCH 1 I 1
100 BENEFITS 2 8 2 . 0  | 338.4 406.1  | 4 8 7 . 3  1 5 8 4 .3

TOTAL 53 4 .8

FUNDING (Thousands o f  Dollars)

G E N E R A L  FUND 2 3 0 . 8 2 77.1 3 3 2 . 6 3 9 9 . 2 4 7 8 . 9
F E D ER A L FUNDS 1 3 . 0 15 .6 18.7 2 2 . 4 2 6 . S
VETERAN'S FUND 0 . 6 0 . 7 0 . 8 1 . 0 1 . 2
FISH A GAME FUND 1.7 2 . 0 2 . 4 2 . 9 3 . 5

HIGHWAY FUND 3 . 7 4 . 4 5 . 3 _ 6 . 3 7 . 6
AIRPORT FUND 8 . 2 9 . 8 11 . 8 14 . 1 1 7 . 0

CAPITAL FUND 2 4 . 0 2 8 . 8 3 4 . 5 4 1 . 4 4 9 . 7

PERS
IRS

POSITIONS NONE

FU LL TIME 1
PART TIME 1
TEM PORARY . _ ~ x

III. ANALYSIS (See Fiscal Not.. Preparation Instructions, Section III)
1 .  A p p ro x im a te ly  8 .9 0 0  S t a t e  em ploy ees  a r e  c u r r e n t l y  co v e red  u n d e r  t h e  S t a t e  Group 

H e a l th  Care  P U n .  ____

2 .  The c o s t  t o  im plem ent t h e  p r o v i s i o n s  o f  t h i s  b i l l  w i l l  be  $2 .6 4  p e r  em ployee  
p e r  m onth .  ,

3 .  E s t im a te  t h a t  t h e  c o s t  t o  p r o v id e  c o n t in u e d  co v e ra g e  w i l l  i n c r e a s e  202 e a c h  y e a r  
f o r  t h e  im n e d ia t e  f u t u r e .  However,  an e f f e c t i v e  a l c o h o l i s m /d r u g  d e p end ency  
p rogram  s h o u ld  h e lp  to  r e d u c e  o v e r a l l  h e a l t h  c a r e  c la im  e x p e r i e n c e  in  t h e  f u t u r e .

4 .  C o s t  f o r  c o v e r a g e  o f  p o l i t i c a l  s u b d i v i s i o n s  (a p p ro x im a te ly  50 s u b d i v i s i o n s )  
p a r t i c i p a t i n g  in  g roup  in s u ra n c e  no^t i n c lu d e d ;  recommend t h a t  th e  A lask a  M u nic ipa l  
L ea g u e ,  204 F r a n k l i n  S t . ,  Juneau,~AK 58 6-13 25 ,  b »  c o n ta c t e d  f o r  i n p u t .

IV. DATE 3 /3 0 /7 9
J f

Original: Legislative Finance 
cc: Budcet and Manaccinent

.PRE PA RED  BY Paul B. Arno.l_d_t_._Qir e c t o r __________
Ar.FN'rv Division  or .-.etiremgnt & Generics
P H O N E ___________4G5-4460__________

Prime Sponsor thirst Legislate! Named) S ena to r- C o l l e t t a  A S ena te  HEaS



Summary Sheet

H o u s e  C S  f o r  C S  f o r  S p o n s o r  S u b s t i t u t e  for S e n a t e  B i l l  No. 227

(In t h o u s a n d s  of d o l l a r s)  X - 12.

A d d i t i o n  of M e d i c a i d  

S e r v i c e s  a n d  N e w  

E l i g i b l e s

D e c r e a s e  of GR-M e d .  

as R e s u l t  of A d d i n g  

M e d i c a i d  Svcs. a n d  

E l i g i b l e  G r o u p s

S t a t e  O n l y  M e d i c a l l y  

N e e d y

I n t e r e s t  P a y m e n t

T o t a l

4 , 4 7 1 . 8

1 1 , 1 6 9 . 4

2 8 2 . 2

Federal

- 0-

- 0-

- 0-

S t a t e

$ 2 4 , 1 9 4 . 5  $ 1 5 , 7 1 7 . 0  $ 8 , 4 7 7 . 5

4 , 4 7 1 . 8

1 1 , 1 6 9 . 4

2 8 2 . 2

N e w

P o s i t i o n s

17

- 0-

16

- 0-

T O T A L $ 3 1 , 1 7 4 . 3  $ 1 5 , 7 1 7 . 0 $ 1 5 , 4 5 7 . 3 33

LNote: These amounts prepared ey the Department ape 

FOR A FULL YEARS'S OPERATION. THE SUMMARY SHEET 

PREPARED BY HESS STAFF ASSUMES A HALF YEAR OF OPERATION 

IN FY81 AND 10% INFLATION FOR FY'82. — HESS STAFF T



I. R E Q U E S T
Bill/O.csolution No. House CS f o r  .CS f o r  Sponsor S u b s t i t u t e  f o r  Senate B i l l  No. 217
Title An Act r e l a t i n g  to  the hea l th  o f  r e s i d e n t s  o f  the S t a t e . __________________________________
Requested bv The Hess Committee_________________________________________________________Date Mav 2. 1980

FISCAL NOTE

IL Accncv^Affccted^ DePartment o f  Hea lth  and S o c i a l  S e v i c e s
Program Category Affected H e a l t h / S o c i a l  and Economic A s s i s t a n c e  
BRU ,  Program, or Subprogram(s) Affected M e d i c a i d / E l i g i b i l i t y  Determinat ion /PAA 
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
E X P E N D I T U R E S  (Thousands of Dollars)

FY  80 FY 8 ) FY  82 F Y  83 F Y  84 FY  85
300 P E R S O N A L  S E R V I C E S 448.3
200 T R A V E L 17.0
300 C O N T R A C T U A L 175.5 . •

400 C O M M O D I T I E S 8.5 «
500 E Q U I P M E N T 17.5
600 L A N D  & S T R U C T U R E S - 0 -
700 G R A N T S .  C LA IMS .  E T C . 23,527.7

,

T O T A L
24,194.5

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D 8,477.5
F E D E R A L  F U N D S 15,717.0
O T H E R  (Succifv Fund Source) - 0-

POS IT IONS

F U L L  T IM E 17
PART  T IM E - 0 -
T E M P O R A R Y - 0 -

111. ANA LYS IS  (See Fiscal Note Preparation Instructions, Section III)

Med ica l  b e n e f i t s  would be prov ided to  approx imate ly  3,065 new c a se s  under the 
Med ica id  program. Adm in i s t ra t i on  o f  program b e n e f i t s  would r equ i r e  15 f i e l d  
s t a f f  p o s i t i o n s  anu 2 c en tra l  o f f i c e  p o s i t i o n s ,  o f f i c e  spa ce ,  and a d d i t i o n a l
computer time to  be d iv id ed  between the E l i g i b i l i t y  De term inat ion  and Pub l i c
A s s i s t a n c e  A dm in i s t r a t i on  BRUs. Funding i s  50% federa l  except f o r  the Ind ian  
Hea l th  Care program which i s  funded a t  100% federa l  funds .  S in c e  the b i l l
proposes t o  add new coverage groups and new c a t e g o r i e s  o f  coverage t o  M e d i c a id ,
there  w i l l  be a redu c t ion  in General  R e l i e f  Medica l  program expend i tures  as 
i n d i c a t e d  on page 2. Thus ,  the a c tua l  i n c r e a s e  in s t a t e  General fund revenues 
needed f o r  t h i s  in c re a s ed  Med ica id  coverage  i s  8 ,477.5 -  4 ,471.8 = 4 ,005.7 .

Original: Legislative Finance • Prepared by: David M. Da v idson Pat May 2, 1980
cc: Budget and Management D i v i s i o n / O f f i c e : P u b l i c ~ A s s i s t a n c e  PI 1:465-3347

Prime Sponsor (First Legislator Named) Department o f  Hea l th  f  S o c i a l  S e r v i c e s

33-001 (Rev. 12/79) Approval DHSS Mqt. A Bdgt: Dale:
Modify by DHSS ( 1 1 - 2 0 - 7 9 )  .  . ‘ --------------------  --------

• . Pago _ J   o f  4



■EiSCAL-flQTR.

R E Q U E S T
Bill /Resolution No.  H o u s e  CS for CS for S p o n s o r  S u b s t i t u t e  f o r  S e n a t e  Bil l  No. 227 
j i t i e An Act r e l a t i n g  to  the h e a l th  o f  r e s i d e n t s  ot the S t a t e .  ____________________________
Reoucsted hv The Hess Committee Date May 2, 1980

AlnencvL ADfto e d L  ° e P ^ t n . e n t  o f  He a l t h  and S e r i a l  S e v i c e s  
Program Category Affected Hea lth
BRU ,  Program, or Subprogram(s) Affected General  R e l i e f  Medica l
(Note: If more than one budget component is affected, separate iine-item amount and funding for each 

component in the analysis section.)
E X P E N D I T U R E S  (Thousands of Dollars)

FY  80 FY  81 FY 82 F Y  83 FY  84 F Y  85
100 P E R S O N A L  S E R V I C E S
200 T R A V E L
300 C O N T R A C T U A L
400 C O M M O D I T I E S
500 E O I J I P M EN T
AGO L A N D  & S T R U C T U R E S
700 G R A N T S .  C LA IMS .  E TC . (4 .471.8)

T O T A L
(4,471.8)

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D (4,471.8)
F E D E R A L  F U N D S
O T H E R  (Specify Fund Source)

P O S I T IO N S  

F U L L  T I M E

i

- 0-
PART  T I M E -()- ‘
T E M P O R A R Y - 0-

111. A NA LY S IS  (See Fiscal Note Preparation Instructions, Section 111)

Decrease  in  General R e l i e f  Med ica l  proqram expend i tures  due to the t r a n s f e r  
o f  coverage  for  c e r t a i n  s e r v i c e  c a t e g o r i e s  from s t a t e  fund ing to  coverage  under 
the  Med ica id  program, and the a d d i t i o n  o f  c e r t a i n  groups under M ed ic a id  that  
are  c u r r e n t l y  covered by General  R e l i e f  M ed i c a l .

Original: Legislative Finance Prepared by: David  M. Dav idson  D a t e : Mav 2, 1980
cc: Budget and Management D i v i s i o n / O f f i c e :  P u b l i c A s s i s t a nce PH: 465-3347'

P r i m e  Sponsor (First Legislator Named) Department o f  Hea l t h  A s o c i a l  S e r v i c e s

33-001 (Rev. 12/79) 
Modify by DHSS (11-23-79)

Page

Approval DHSS Mgt. ?< Bdgt:

O f  4

Date:



W ’rv •
F ISC  A I, NOT!-

I. R E Q U E S T  ■ . .
Bill /Resolution N o .  House CS for  GS for  Spnn.qpr Snhsr-i t-nt-p for- th -n 777
Title An Act r e l a t i n g  to  the h e a l th  o f  r e s i d en t s  o f  the S t a t e .  ____________________________
Requested bv The Hess Committee_________________________________________________________Date May 2, 1080

H’ A ecn ^A ffected 1 DePartment o f  Hea lth  and S o c i a l  S e v i c e s
Program Category Affected H e a l t h / S o c i a l  and Economic A s s i s t a n c e  __________
BRU ,  Program, or Subprogram(s) Affected General R e l i e f  M e d i c a l / E l  i q i b i l i t y  Peten innat ion /PAA 
(Note: ll more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
E X P E N D I T U R E S  (Thousands of Dollars)

FY  80 FY  81 FY  82 FY  83 FY  84 F Y  85
J00 P E R S O N A L  S E R V I C E S 423.3
200 T R A V E L 16.0
300 C O N T R A C T U A L 154.0
400 C O M M O D I T I E S 8 0
500 E Q U I P M E N T 16
600 L A N D  & S T R U C T U R E S - 0 -
200 G R A N T S .  C LA IMS .  E TC . 10,551.6

F U N D I N G  (Thousands of Dollars)

.G EN ERA L  F U N D 11,169.4
F E D E R A L  F U N D S ■ t o -  ‘ ‘

O T H E R  (Specify Fund Source) - 0 -

P O S I T IO N S

F U L L  T I M E 16
PART  T IM E - 0- .....
T E M P O R A R Y - - n -  •

III. A NA LY S IS  (See Fiscal Note Preparation Instructions, Section 111)

Med ica l  b e n e f i t s  ou ld  be prov ided to  approx imate ly  2,821 new c a s e s  under a 
s t a t e - o n l y  m ed i c a l l y  needy program as part o f  the General  R e l i e f  Med ica l  program. 
Adm in i s t r a t i on  o f  program b e n e f i t s  would requ ire  14 f i e l d  s t a f f  p o s i t i o n s  and 2 
c en tr a l  o f f i c e  p o s i t i o n s ,  o f f i c e  spa ce ,  and a d d i t i o n a l  computer time to be d iv id ed  
between the E l i g i b i l i t y  De term inat ion  and Pub l i c  A s s i s t a n c e  Adm in i s t ra t i on  BRUs. 
Funding i s  i n d i c a t e d  as 100% s t a t e  funds, b' t i t  may be p o s s i b l e  to  r e c e i v e  federa l  
funding f o r  c e r t a i n  i n d i v i d u a l s  w ith  income l e s s  than 133% o f  the s t a t e  need 
standard f o r  the p a r t i c u l a r  e l i g i b i l i t y  c a t e g o r i c a l  group to  which they are r e l a t e d .

Original: Legislative Finance Prepared fcy:David M. Dav idson Date :  May 2, 1980
cc: Budget and Management D i v i s i o n / O f f i c e :  P u b l i c  A s s i s t a n c e  PH:465- 3347

Prime Sponsor (First Legislator Named) Department o f  i i e a Y t F t  S o c i a l  S e r v i c e s

33-001 (Rev. 12/79) Approval DHSS Mat. *• M a t :  Date:
ify by DHSS (1 1-20-79) , ---------------------------

Poge 3 of 4



U U i J  T L / M  I I I  l * r \ 1

FISCAL NOTE

Khguiibi , „ „
Bill/Resoiution No. H o u s s  CS for CS for S p o n s o r  S u b s t i t u t e  f o r  S e n s e s  B ill N( • 2*7

Title An Act r e l a t i n g  to  the h ea l th  o f  the  r e s i d en t s  o f  the  S t a t e .
Requested b v The Hess Committee Date May 2 ,  TW O-
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HCS CSSS SB 227 

BILL SUMMARY

The basic concept of the first section of the bill is 

to establish a carrier reinburance pool which would make 

health insurance avnilable at a reasonable premium to every 

resident and every employer group in the state, regardless 

of underwriting risk. This section is modeled after Con­

necticut law.

AS21.50.010 Each carrier in the stace which offers individual 

health coverage is required to make an individual comprehen­

sive health care plan a v i l a b l e  to each resident of the state 

who is not eligible for Medicare. Each carrier in the state 

which offers group health coverage is required to make a 

group comprehensive health care plan available to every 

resident employer of three or more employees. Every elf- 

insured employer group is required to make an individual 

comprehensive health care plan available as a conversion 

privilege to each group member. The required coverage may 

be provided by a carrier or through the reinsurance association, 

but in the former case the premium charged may not exceed the 

applicable association premium. The bill does not preclude 

a carrier from carrying other kinds of health insurance nor 

does it require a carrier to provide coverage to a person or 

group who already has coverage.

AS21.50.020 The required comprehensive health plans must 

cover the services itemized. A choice of $100, $500, or $1000



deductible is provided, and the maximum co-payment is set 

at 20%. The sum of co-payment and deductibles may not ex­

ceed $1000 for an individual or $2000 for a family before 

benefits are paid at 100%. The maximum lifetime benefits 

limit may not be less than $1,000,000. Pre-existing con­

ditions may only be excluded if the condition was treated 

or was apparent and should have been diagnosed or treated 

within six months prior to the effective date of coverage, 

but in any case may not be excluded from coverage for more 

than twelve months. The plans need not cover occupational 

injuries, cosmetic treatment, custodial care, services which 

are not medically necessary, services which are covered 

under an automobile liability policy, or other specified 

expenses.

AS21. 50. 030 Group comprehensive health care plans must also 

cover dependents and must include the privilege to continue 

coverage for a specified period of time upon leaving the 

group by reason of layoff, leave, termination, death or 

illness. Unmarried children remain eligible as dependents 

as long as they are under 19, under 23 and a full-time student, 

or disabled. Spouses ard resident household members who are 

financially dependent on the employee are also covered as 

dependents up until they become elegible for Medicare. Group 

members must also be provided the privilege to convent to 

an individual plan immediately on the termination of group 

coverage.
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AS21.50.040 Individual comprehensive health care plans 

must provide the privilege for dependents to continue coverage 

after the death of the primary insured until the coverage 

would have otherwise ceased.

A S 2 1 .50.050 The Health Reinsurance Association is estab­

lished consisting of all licensed health insurance carriers 

in the state. The board of directors and a plan of operation 

which addresses itemized issues are both subject to approval 

by the director. The authority to issue health insurance, to 

establish rates, to administer reinsurance, to pool risks, and 

other general powers are granted the association.

Each association member must designate the classes of 

risk which it elects to have written by or reinsured by the 

association. Individual lives may not be selected out of a 

group for reinsurance. Premium rates may not be excessive, 

inadequate, or unfairly discriminatory, nor may they exceed 

125% of rates for standard risk groups. All rates are promul­

gated through the association by an actuarial committee.

Losses of the association are assessed to members. Mem­

bers in turn may credit the assessed claims losses, but not 

assessed administrative losses, against their premium or in­

come tax. If the assessment exceeds their tax liability, the 

Commissioner of Revenue reimburses the carrier for the excess 

loss. Periodic audits are required.

A S 2 1 .50.060 Hospital or medical service corporations (such 

as Blue Cross) axu given the option of participating in the
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Health Reinsurance Association or of setting up their own 

parallel residual market association under the same guide­

lines and standards.

A S 2 1 .50.070 The regulatory and oversight powers and ad­

ministrative duties of the director of insurance are enu­

merated.

AS21.50.080 The conversion privileges required for group 

comprehensive health care plans under AS21.50.030 are also 

required for all group health policies issued in the state 

after January 1, 1981.

A S 2 1 .50.090. A voluntary health premium supplementation 

program is established for employers who choose t:o provide 

health benefits for their employees and meet certain finan­

cial hardship criteria. Premium supplementation is at the 

rate of 80% of the premium cost which exceeds 1.5% of the pay­

roll plus 4% of the employer’s income before taxes from that 

business. This section is modeled after Hawaii law.

AS21.50.200 Definitions.

Sections 2 through 5 of the bill amending AS39.30 com­

prise the original CSSSSB 227 and require group health insurance 

to include coverage for alcoholism and drug dependence. Mini­

mum benefits are defined to include inpatient detoxification,
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inpatienc treatment and outpatient treatment. Coverage may 

not exclude dependents or pre-existing alcoholism conditions.

Section 6 of the bill amending AS47.05 requires the Commis­

sioner of Health and Social Services to provide services under 

medical assistance programs through health insurance policies 

or health service contracts when this would be cost effective. 

In a separate section the department is authorized to make 

interim payments to providers who serve a large volume of 

state medical assistance clients. And finally, the bill re­

quires the state to pay interest to providers on overdue 

medical assistance bills at the rate of one percent per month 

after 30 days, and two percent per month after 90 days.

Section 7 and 8 expand the state's Medicaid program to in­

clude all services qualifying for federal financial parti­

cipation.

Section 9 creates a medically needy program under the state 

General Reliei program with an income standard at 1507„ of 

the poverty guideline. Persons whose income exceeds the 

standard become eligible when they spend their excess in­

come on medical bills.
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I M P A C T  O N  I N S U R A N C E  C A R R I E R S

M i n n e s o t a  E x p e r i e n c e

T h e  M i n n e s o t a  C o m p r e h e n s i v e  H e a l t h  A c t  t o o k  e f f e c t  J a n u a r y  1, 

1 9 7 7 .  A t  y e a r  e n d ,  1 9 7 6 ,  t h e  f o l l o w i n g  s t a t i s t i c s  w e r e  c o m p i l e d

O u t  o f

7 5 1  c a r r i e r s  l i c e n s e d  t o  w r i t e  h e a l t h  a n d  a c c i d e n t  i n­
s u r a n c e  i n  t h e  s t a t e ,

42 c a r r i e r s  w i t h d r e w  f r o m  t h e  s t a t e  r a t h e r  t h a n  c o m p l y
w i t h  t h e  law. O f  t h e s e ,

25 n e v e r  w r o t e  a n y  h e a l t n  i n s u r a n c e  in t h e  s t a t e  a n y ­
w a y .  T h e  r e m a i n i n g

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

$ 8 8 8 , 0 0 0  i n  h e a l t h  i n s u r a n c e  p r e m i u m s  i n  M i n n e s o t a

(l e s s  t h a n  0 . 2 %  o f  t h e  t o t a l )  o r  a n  a v e r a g e  o f

$ 5 2 , 2 0 0  i n  p r e m i u m s  p e r  c a r r i e r .  T h e  l a r g e s t  c a r r i e r  
t h a t  w i t h d r e w  r e p o r t e d  a v o l u m e  o f

$ 4 2 8 , 0 0 0  in a c c i d e n t  a n d  h e a l t h  p r e m i u m s .

S i n c e  t h e  t i m e  t h e s e  s t a t i s t i c s  w e r e  c o m p i l e d ,  o t h e r  c a r r i e r s  

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



Mr. C a r o l l  C a l l o w a y ,  A s s i s t a n t  G e n e r a l  C o u n s e l  f o r  t h e  

H e a l t h  I n s u r a n c e  A s s o c i a t i o n  o f  A m e r i c a ,  d i s c u s s e d  s e v e r a l  

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

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

t h e  C o m p r e h e n s i v e  H e a l t h  A c t .

T h e  f i r s t  o b j e c t i o n  w a s  t h a t  m a n y  c a r r i e r s  s p e c i a l i z e  i n  

a p a r t i c u l a r  t;*:>e o f  i n s u r a n c e  a n d  d o  n o t  u n d e r w r i t e  c o m p r e ­

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

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

o t h e r  t h a n  t h a t  t h e  c l i e n t  i s  a n  u n i n s u r a h l e  r i s k .  A n o t h e r  o b ­

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

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

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

Mr. C a l l o w a y  s t a t e d  t' .t t h e  i n s u r a n c e  c a r r i e r s  l i k e  t h e  

C o n n e c t i c u t  c o m p r e h e n s i v e  * a l t h  a c t ,  b e c a u s e  in C o n n e c t i c u t  

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

o n  t h e  i n d u v i d u a l  c a r r i e r s ,  b u t  o n  t h e  a s s o c i a t i o n .  T h e  a s ­

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

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

a v a i l a b l e  t o  t h e i r  c l i e n t s .  T h e  M i n n e s o t a  l a w  a l s o  p r o v i d e s  

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

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

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

n o t  c h o o s e  to d e v e l o p  a n d  i s s u e  i t s  o w n  q u a l i f i e d  p l a n s .  T h e  

M i n n e s o t a  c a r r i e r s  a s s o c i a t i o n  h a s  r e f u s e d ,  h o w e v e r ,  t o  r e i n s u r e  

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

f o r  h i g h  r i s k  c l i e n t s ,  a c c o r d i n g  to Mr. C a l l o w a y .  T h u 3  i t  is 

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

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

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

T h e  t h i r d  o b j e c t i o n  w a s  t h e  " m a j o r  m e d i c a l  r o l l  o n "  w h i c h  

r e q u i r e s  c a r r i e r s  t o  o f f e r  m a j o r  m e d i c a l  c o v e r a g e  t o  t h e i r  

c l i e n t  w i t h  u n q u a l i f i e d  p l a n s .  T h e y  r e g a r d  t h i s  a s  a n  i m p a i r ­

m e n t  o f  c o n t r a c t .  T h i s  s e c t i o n  t o  w h i c h  t h e  c a r r i e r s  s t r e n u o u s ­

ly o b j e c t  c o u l d  e a s i l y  b e  del*1 ’i t h o u t  s i g n i f i c a n t l y  w e a k e n i n g  

t h e  b i l l ,  in l i g h t  o f  t h e  r e q u i r e m e n t  t h a t  c a r r i e r s  m u s t  o f f e r  

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

c o v e r a g e  a n y w a y .



T h e  c a r r i e r s  w h i c h  m i g h t  f i n d  c o m p l i a n c e  w i t h  H B  9 7 7  m o s t  

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

i n d e m n i t y  p o l i c i e s  w i t h  f i x e d  r e i m b u r s e m e n t  r a t e s  (for e x a m p l e ,  

$ 5 0  p e r  d a y  f o r  e v e r y  d a y  i n  t h e  h o s p i t a l ) . T h e s e  c o m p a n i e s  

a r e  n o t  s e t  u p  t o  h a n d l e  c l a i m s  b a s e d  o n  e x p e n s e s  i n c u r r e d  as 

r e q u i r e d  o f  a q u a l i f i e d  p l a n  u n d ' r  H B  977. T h e  l a r g e s t  c a r ­

r i e r  o f  t h i s  t y p e  i n  A l a s k a  h a s  a p r e m i u m  v o l u m e  o f  $ 7 2 3 , 0 0 0 .

I t  is n o t  k n o w n  h o w  m a n y  o t h e r  c a r r i e r s  of t h i s  t y p e  t h e r e  a r e ,  

n o r  w h a t  t h e i r  p r e m i u m  v o l u m e  m i g h t  be. W h i l e  i t  is p e r h a p s  

u n d e s i r a b l e  t o  a d v e r s e l y  a f f e c t  a n y  A l a s k a  b u s i n e s s  w i t h  t h i s  

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

H B  9 7 7  w o u l d  b e  m o s t  d i f f i c u l t  a r e  p r e c i s e l y  t h o s e  c a r r i e r s  

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

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

c o n s u m e r s .
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H O U S E  CS F O R  CS F O R  S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  NO. 227 ( F I N A N C E )

"An Act relating to tlic h e a l t h  of r e s i d e n t s  of I lie State; a n d  p r o v i d i n g  Cor 

nil ef f e c t  iv:- ch o c . "

I. D e p a r t m e n t a l  CvervJcvJ of H o u s e  CS for CS fo r  SS for SB 227 (Fi n a n c e )

T h e  D e p a r t m e n t  of H e a l t h  end Social S e r v i c e s  w i l l  p r i m a r i l y  r e s e r v e  

it s  e c r m c n t s  to S e c t i o n s  5-1 5 of the b ill, as the t*a<..1 i o r  s e c t i o n s  

a r e  c o n c e r n e d  w i t h  h e a l t h  i n s u r o m c .  It is o u r  u n d e r s t a n d i n g  that 

t h o s e i s s u e s  arc p l a n t e d  L o  h e  a d d i o s s e d  hy t h e  D i v i s i o n  of I n s u r a n c e  

in the D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t .

T h e  De pa r t m e n t ,  in g e n e r a l ,  b e l i e v e s  that H o u s e  C S C S S S S B  227 ( l i n a n c  ) 

t apes a m u l t i — fact i cd a p p r o a c h  to a c o m p l e x  p r o b l e m .  It a p p e a r s  to 

m o w  in too m a n y  d i r e c t i o n s  and at t o o  r a p i d  a t i m e  frame, w h i c h  

c o u l d  p o t e n t i a l l y  j e o p a r d i z e  Lite a c c o m p l i s h m e n t  oi the g o a l s  that 

t h e  bill s e a k s  to obta i n .  Wo  r e c o m m e n d  t h a t  all s e c t i o n s  ot the 

b ill, i /.copt for S e c t i o n s  5-8, he s t u d i e d  f u r t h e r  d u r i n g  th e  i n t e r i m  

to in s u r e  that the p l a n  on w h i c h  the  i n s u r a n c e  s e c t i o n  o f  the h i l l  

is m o d e l e d  is w o r k a b l e ,  a f f o r d a b l e ,  an d  in the b e s t  i n t e r e s t  of c l i e n t s  

an d  the i n s u r a n c e  indu s t r y .  S e c t i o n s  5 - 8  (pilot: p r o j e c t  for a l c o h o l i s m  

i n s u r a n c e  c o v e r a g e  for s t a t e  raid o t h e r  p a r t i c i p a t i n g  g o v e r n m e n t  e m p l o y e e s )  

w h i c h  acre the body of C S S S S D  227 (HESS) and the. re s u l t  of o v e r  a year 1 s 

planning. That pilot proj e c t  c o n c e p t  is s u p p o r t e d  hy s t a t e  g o v e r n m e n t  

a nd tin Jinsurance c o m p a n i e s  that s e r v e  A l as k a .  Wo, t h e r e f o r e ,  

reco:ir:i'ik! that the p i l o t  project s e c t i o n s  of the c u r r e n t  committee, 

s u b s t i t u t e  be a d d r e s s e d  s e p a r a t e l y  in t he i r  o r i g i n a l  p i e c e  of .legislation. 

W e  arc c o n c e r n e d  ..t. the f i s c a l  i m p a c t  of l.he e x p a n s i o n  of th e  M e d i c a i d  

prugrr. and the t. ic.ertaLnitfes of t h e  henlt.li i n s u r a n c e  s e c t i o n  m a y  

o u t w e i g h  s e r io u s  c o n s i d e r a t i o n  of the pilot, p r o j e c t  lor a l c o h o l  

insurrnee, w h i c h  has b e e n  s t u d i e d  f o r  a s i g n i f i c a n t  p e r i o d  of time.

T h e  D e p a r t m e n t  is a l s o  c o n c e r n e d  a b o u t  llu* m a s s i v e  .increase, to the 

M e d i c a i d  and General R e l i e f - M e d i c a l  p r o g r a m s ,  if H o u r o  GSCSSSSJi 227 

(finance) w e r e  Lo pass. Th e  b i l l  w o u l d  i m r ' e n s o  the. b u d g e t s  of t h e s e  

p r o g r a m s  by ove r  ,ft;. (if i m p l e m e n t e d  f o r a full fiscal y e a r )  and w o u l d  

refillin' a monum e n t al  of tort on the. p a r t  ol o u r  D i v i s i o n  of P u b l i c  

A s s i s t a n c e  to gear u p  for i m p l e m e n t a t i o n  by the J a n u a r y ,  .1.981 e f f e c t i v e  

date. We a r e  c o n c e r n e d  that the c u r r e n t  M e d i c a i d  s e r v i c e  p r o g r a m  m i g h t  

s u f f e r  d u r i n g  the. t r a n s i t i o n  p e r i o d  as a result, o f  s u c h  a s i g n i f i c a n t  

increase. We would, t he r e f o r e ,  r e c o m m e n d  that If n e w  o p t i o n s  to M e d i c a i d  

or General Re.I .ici ■ v . e d  j.e.nl w e r e  to lie a d d e d  that I h e y  b e  phas e d -  m i ,  r a t h e r  

tha n a d d i n g  all r e m a i n i n g  s e r v i c e s  a n d e l i g i b i l i t y  g r o u p s  at a s i n g l e  

time. Each s e r v ic e  c o u l d  b e  e v a l u a t e d  on Its o w n  m e r i t s ,  r a t h e r  t h a n  

in mans, to dot c m  In'* w h e t h e r  it is c o s t e f f e c t i v e  to d o  so at that Line.

J.l op! ions arc to In* a dded, the D e p a r t m e n t  is i n t e r e s t e d  in e x p l o r i n g  the: 

coverage, ol the At I V - u n b o r n  c h i l d  u n d e r  M'sl i.caid and a l i m i t e d  m e d i c a l l y

n e e d y  p . o g r a m  u n d o  G e n e r a l  R e l  . l o t ' - M e d i c a l  . We a r e  a l s o  i n !  c r e s t e d  i n  
e x p l o r i n g  t i n -  a d d i t i o n  o f  p i  < • o r  Lpt: i o n  ( ! r n - s  t o  t h e  l i s t  o f  c o v e r e d  H o d  
s e r v i c e ; : ,  i t  :i.t c a n  b e  d e t e r m i n e d  «.o h e  c o s t  e l  f e e  l i v e .

i c •• I u
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W e  alsc s u p p o r t  in c o n c e p t  the p u r c h a s e  of h e a l t h  i n s u r a n c e  p o l i c i e s

or c o n t r a c t s  for o u r current M e d i c a i d  o r  o t h e r  s t a t e  m e d i c a l  a s s i s t a n c e  

c l i e n t s  w h e n  Ll:.-. D e p a r t m e n t  d e t e r m i n e s  lluil: sucli a p u r c h a s e  w o u l d  he 

c os t  effective. T h e  p u r c h a s e  of s u c h  i n s u r a n c e  or c o n t r a c t s  w o u l d  

a l l o w  our c l i e n t s  to be i n t e g r a t e d  i n t o  t h e  n o r m a l  m a i n s t r e a m  of t h e  

h e a l t h  d e l i v e r y  system, r a t h e r  t han b e  stiginaLi/.cd b y  h a v i n g  to r e v e a l  

h i s  or her w e l f a r e  s t a t u s  e a c h  t ime a m e d i c a l  a s s i s t a n c e  c o u p o n  is 

p r e s e n t e d  as p a y m e n t in the. m e d i c a l  p r o v i d e r ' s  offi c e .

II. D e p a r t m e n t a l  C o m m e n t s  on S e c t i o n s  3- 8  ( M a n d a t o r y  S t a t e  an d  O t h e r  

P a r t i c i p a t i n g  G o v e r n m e n t  E m p l o y e e  A l c o h o l i s m  a n d  D r u g  Depei.icnce 

Cov er a g e )

S e c t i o n s  5 - 8  of t he  b i l l  ar c  e s s e n t i a l l y  the c o n t e n t s  of C S S S S B  22 7 

(HESS) w h i c h  pa s s e d f r o m  H o u s e  HESS  C o m m i t t e e  on A p r i l  26, 1979.

Section.' 5-8 were- th*. r e s u l t  of o v e r  a y e a r ' s  w o r k  i n v o l v i n g  i n s u r a n c e  

c o m p a n i e s  w h i c h  s e r v e  A l a s k a ,  the D i v i s i o n  of I n s u r a n c e ,  a n d  t h e  D e p a r t­

me n t ' s  O f f i c e  of A l c o h o l i s m  a n d  D r u g  A b u s e .  T h e  s e c t i o n s  a u t h o r i z e  a 

l i m i t e d  p ilot p r o j e c t  to m a n d a t e  h e a l t h  i n s u r a n c e  c o v e r a g e  fo r  th e  

d i a g n o s i s  and t r e a t m e n t  of a l c o h o l ' s n  a n d  d r u g  d e p e n d e n c e  for state, an d  

o t h e r  p a r t i c i p a t i n g  g o v e r n m e n t  e m p l o y e e s .  T h e  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 e r v i c e s  c o n . i n u c s  to s u p p o r t  t h i s  co n cept. T h e  D e p a r t m e n t  of 

A d m i n i s t r a t i o n  in 1979 e s t i m a t e d  the c o s t  of s u c h  c o v e r a g e  for s t a t e  

e m p l o y e e s  to he $ 3 3 8 , 4 0 0  fo r  FY 81,

A u t h o r i z a t i o n  of s u c h  a p i l o t  p r o j e c t  w o u l d  a l l o w  for the t e s t i n g  

of the cos t  e f f e c t i v e n e s s  and m e r i t s  of m a n d a t o r y  e m p l o y e e  a l c o h o l i s m  

and d r u g  d e p e n d e n c e  t r e a t m e n t  c o v e r a g e  o n  n s t a t e w i d e  basis. T h e  

p r o j e c t  w i l l  Lest if c o v e r a g e  w e r e  a v a i l a b l e ,  w o u l d  s t a t e  e m p l o y e e s  

in need of such s e r v i c e s  w o u l d  s e e k  t h e m  e a r l i e r  in i l l n e s s  a n d  t h u s  

p o t e n t i a l l y  r e d u c e  c o s t s  for l a t e r  m e d i c a l  care. T h e  b e n e f i t s  to the 

cmp.loy.er t h r o u g h  the e a r l y  d i a g n o s i s  a n d  t r e a t m e n t  of a l c o h o l i s m  o r  

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

a b s e n t e e i s m,  d e c r e a s e d  s i c k  l e a v e  u t i l i z a t i o n ,  f e w e r  d i s a b i l i t y  b e n e f i t  

payments, and r e d u c e d  c o s l  fo r  h o s p i t a l i z a t i o n  for i n j u r y -  or d i s e a s e -  

rela t e d  probl t ins .

We  supp or t  S e c t i o n s  5 - 8  oi t h e  bill.

III. Specif.'. Department: C o m m e n t s  on 9 T h r o u g h  it1 ( M e d i c a l  Assistance.)

S e c t ion 9 - AS 4 7 . 0 5 . 0 7 0 (a) - (Page 9, l i n e  18)

T h e  D e p a r t m e nt ,  as m e n t i o n e d  e a r l i e r  in the p o s i t i o n  paper, is in 

I a v o r  of p u r c h a s i n g  s e r v i c e s  t h r o u g h  h e a l L h  i n s u r a n c e  p o l i c i e s  or 

co n t r a c t s  for medical a s s i s t a n c e  c l i e n t s  o n l y  if s u c h  p u r c h a s e  is 

m o r e  cost e f f e c t i v e  than t r a d i t i o n a l  m e t h o d s .  T h e  D e p a r t m e n t  has 

no p r o b l e m  wi t h  the m a n d a t o r y  n a t u r e  of the l a n g u a g e  in t hi s  s e c t i o n ,  

but n o t e s  that t no re is out r e a l l y  no s t a t u t o r y  p r o h i b i t i o n  a g a i n s t  

suc h  purchase. T h e n  f u n  , a l t h o u g h  t h e s e  s e c t i o n s  w o u l d  f a c i l i t a t e  

tin- pin'chase oi" i n s u r a n ce  I m  m e d i ca l  .ir.s i r.l.vin- -l i e ut s ,  it is. not 

a b s o l u t e l y  esseni i.i I lo . ni liaL'ic.e it.



S ec t i o n  9 -  A S  4 7 . 0 5 . 1 1 0  - (Page 10, l i n e s  2 4 - 2 9  a n d  p a g e  11, l i n e s  1-4)

U n d e r  p r e s e n t  M e d i c a i d  law, t h e  D e p a r t m e n t  is r e q u i r e d  to p a y  9 0 %  

of " c l e a n  claim.-;" w i t h i n  30 d a y s  of r ec eipt, an d  9 9 %  of " c l e a n  c l a i m s "  

w i t h i n  90 d a y s  of receipt. T h e  Departmr *t s u p p o r L s  t h e  i d e a  t h a t  

medical p r o v i d e r s  s h o u l d  not: s u f f e r  f i n a n c i a l l y  b e c a u s e  of p a y m e n t  

d e l a y s  a f L c r  a r e a s o n a b l e  period. We w o u l d  th o u g h r e c o m m e n d  tha t  

p a y m e n t  of i n t e r e s t  c o m m e n c e  at 60 d a y s  r a t h e r  l:h;;n 30 da y s  a f t e r  

p r e s e n t a t i o n  of " c l e a n  c l a i m s . " T h i s  is g e n e r a l l y  c o n s i d e r e d  r e a s o n a b l e  

t u r n a r o u n d  in A l a s k a  b y  h e a l t h  p r o v i d e r s  for p a y m e n t s  fro m  p r i v a t e  

i n s u r a n c e  c a r r i e r s  du e  to u n c e r t a i n t y  o f  m a i l  d e l i v e r i e s .  A 1so, w e  

h ave b e e n  i n f o r m e d  by the f e d e r a l  M e d i c a i d  p r o g r a m  tha t  f e d e r  il f u n d s 

are not a v a i l a b l e  f o r  i n t e r e s t  p a y m e n t s  on la t e  M e d i c a i d  clai m s .

S e c t ion 9 - A S  4 7 . 0 5 .120 - ( Page 11, l i n e s  5-19)

Add d e f i n i t i o n s  fc " r e m e d i a l  ca r e , "  "lien-exclusive c o n t r a c t , "  and 

"h e a l t h  c a r e  s e r v i c e  c o n t r a c t s . "

_Spy_t_ioj} 10 - AS 4 7 . 0 7 . 0 2 0 ( h ) - (Page 11, l i n e s  20-23) and S e c t ion 1.3 

- (Page 12, l i n e  .13)

T h i s  s e c ti o n  w o u l d  a m e n d  M e d i c a i d  l a w  to p r o v i d e  c o v e r a g e  fo r  ni l  

o p t i o n a l  g r o u p s  n o t  c u r r e n t l y  e n t i t l e d  'o M e d i c a i d  b e n e f i t s  in A l a s k a ,  

p r i m a r i l y  the u n b o r n  c h i l d  group, the u n e m p l o y e d  f a thers, a n d  th e  

m e d i c a l l y  n e e d y  group.

Also, S e c t i o n  13 r e m o v e s  t h e  r e q u i r e m e n t  tha t  fu t u r e  a d d i t i o n s  of 

o p t i o n a l  e l i g i b l e  g r o u p s  i o A l a s k a ' s  M e d i c a i d  p r o g r a m  m u s t  be a p p r o v e d  

by th e  A l a s k a  S t a t e  L e g i s l a t u r e .  T h e r e f o r e ,  w h e n  C o n g r e s s  a u t h o r i z e s  

a n e w  M e d i c a i d  o p t i o n a l  e l i g i b i l i t y  g r o u p  in the future, A l a s k a  s t a t u t e s  

do not r e q u i r e  r e v i s i o n  in o r d e r  for tl.e S t a t e  to be r e q u i r e d  to a u t o­

m a t i c a l l y  b e g i n  c o v e r i n g  the groups.

Th e  D e p a r t m e n t  r e c o g n i z e s  the v a l u e  of t:he a d d i t i o n  of the u n b o r n  

child g r o u p  to M e d i c a i d  to a s s i s t  in p r o p e r  h e a l t h  an d  development, of 

c h i l d r e n  to l o w  i n c o m e  w o m e n  t h r o u g h  a c c e s s  to n e c e s s a r y  p r e - n a t a l  care. 

W e  b e l i e v e  the a d d i t i o n  of thi s  g r o u p  to M e d i c a i d  will h ave l i t t l e  i m p a c t  

on the p r o g r a m ' s  e x p e n d i t u r e s .  W e  can s e e  the need  for h e a l t h  c a r e  

c o v e r a g e  to the m e d i c a l l y  n e e d y  and Lo the u n e m p l o y e d  f a t h e r s  u n d e r  

M e d i c a i d  bur ch 1 c o s t  of t h e s e  o p t i o n s  w o u l d  be s u b s t a n t i a l  a n d  w o u l d  

be c o v e r i n g  a grert.ly e x p a n d e d  g r o u p  of c l i ents. The D e p a r t m e n t  s u p p o r t s  

the c o n c e p t  of a l i m i t e d  m e d i c a l l y  n e e d y  p r o g r a m  u n d e r  G e n e r a l  R c l i e f -  

M e d i c a l  i n c l u d i n g  o n l y  tin* aged, blind, and d i s a b l e d  u n t i l  s u c h  t i m e  

that w e  can f uljy  a s s e s s  th e  m o n e t a r y  a n d  a d m i n i s t r a t i v e  c o s t s  o f  m o r e  

e x p a n d e d  c o v erage.

Sect i o n  .11 - AS 4 7 . 0 7 . 0 3 0  - (Page 13, l i n es  24-28)

T h i s  s e c t i o n  as a m e n d e d  w o u l d  c h a n g e  M e d i c a i d  la w  t o  d r a m a t i c a l J y  

exp en d  med.ii il s e r v i c e s  o f f e r e d  u n d e r  t b o  M e d i c a i d  program. It 

also r e m o v e s  the roqu.iic.ieul that n i t o n  a d d i t i e n s  L o  A l a s k a ' s  

Medic.tin s e r v i c e ,  must h.* a p p r o v e d  I>\ Liu A l a s k a  P l a t e  L e g i s l a t u r e .

T'l i ;■ o n .  w h e n ’ d o ; i ; , i  e  . l u i l i o i  i : v s  a m w  M e d i c a i d  o p t i o n a l  r v i c o  

i n  ( i i o  f u t u r e ,  t h e  A l a s ' . . i  s t a t u t e s  n e e d  n o t  h e  . w e n d e d  i n  o r d e r  f o r  

l h e  S t a l l !  t o  l i e  j v q u  i r e d  t o  n u t  om l  i c u  11 y  o f f e r  t h e  s e r v i c e .
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T h e  D e p a r t m e n t  r e c o m m e n d s  that eac h  s e r v i c e  a d d i t i o n  s h o u l d  be 

e v a l u a t e d  on its o w n  merit, p e r h a p s  a d d i n g  o nl y  t h o s e  s e r v i c e s  w h e r e  

it a p p e a r s  cost effe c t i v e , in t erms of s a v i n g  g e n e r a l  fund d o l l a r s  

to do so. Also, al l  s e r v i c e s  a dded in m a s s  w o u l d  c a u s e  a d m i n i s t r a t i v e  

p r o b l e m s .  A  p h a s e - i n  m o d e l  w o u l d  b e  m o r e  a p p r o p r i a t e  if t h e  L e g i s l a t u r e  

d e c i d e s  to pursue this section.

S e c t i o n  ]2 - AS 4 7 . 2 5 . 1 2 0  - (Page 11, l i n e  29 and P a g e  12, l i n e s  1-12)

T h i s  s e c t i o n  as amen d e d  w o u l d  add b r o a d  m e d i c a l l y  n e e d y  c o v e r a g e  u n d e r  

the S t a t e G e n e r a l  R e l i e f - M e d i c a l  p r o gram. T h e  D e p a r t m e n t  s u p p o r t s  

the conc e p t  of a m o r e  l i m i t e d  m e d i c a l l y  n e e d y  p r o g r a m  i n c l u d i n g  only 

the aged, blind, and d. tabled u n t i l w e  c a n  g a i n  s o m e  e x p e r i e n c e  

r e g a r d i n g  m o n e t a r y  and a d m i n i s t r a t i v e  burde n s .

S e c t i o n 14 - (Page 12, l i n e s 1 4 - 1 5  and P a g e  12, l ine 16)

S e c t i o n s  10-12 w o u l d  add all r e m a i n i n g  o p t i o n a l  e l i g i b i l i t y  g r o u p s

a n d  s e r v i c e s  to M e d i c a i d  and add a b r o a d  m e d i c a l l y  n e e d y  p r o g r a m  to G e n e r a l

R e l i e f - M e d i c a l .  T h e  b il l  p r o v i d e s  for an e f f e c t i v e  d a t e  of J a n u a r y  1,

1981 for these sections. In light of the size of t hese a d d i t i o n s  ( over 

$31 m i l l i o n  for a fuil fiscal year), w e  w o u l d  r e c o m m e n d  a p h a s e - i n  m o d e l  

o v e r  a p e r i o d  of years, b e g i n n i n g  J u l y  1, 1981, in o r d e r  to a d m i n i s t r a t i v e l y  

p r e p a r e  f o r  t hese c h a n g e s  w i t h  the m i n i m u m  of a d v e r s e  im p a c t  d u r i n g  

the t r a n s i t i o n  p e r i o d  to c l i e n t s  and p r o v i d e r s .

A p p r o v e d  by:

H e l e n  D. Beirne, C o m m i s s i o n e r  

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 e r v i c e s

(DATIi)
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The Medicaid Program pays medical expenses for eligible, low- 
income people. Under agreement with the U.S. Department of 
Health, Education, and Welfare, the Alaska Division o f  Public 
Assistance runs the program through its local offices and fee 
agents. This booklet explains the rules, and tells you how to 
apply for a r d  use Medicaid coupons. For more information, ask 
your local public assistance office or village fee agent.



FILE AN APPLICATION FORM

To be eligible for Medicaid you m ust usually be eligible for the:

Aid to Families with Dependent Children Program (AFDC)
OR

Adult Public Assistance Program (APA)
OR

Supplemental Security Income (SSI)

C c m in  people not eligible to receive benefits under the AFDC, APA, or 
SFi programs may still be eligible tc receive Medicaid. This special group 
o f  people includes:

1. Juveniles who are in the protective custody o f  the Department o f  Health 
&  Social Services whose available financial resources do not exceed the 
AFDC need standard for a single person;

2. Persons in health care facilities on  an inpatient basis whose income 
does not exceed 300 percent o f  the current SSI payment standard;

3. All individuals under age 21 who would be, except for age or atten­
dance requirements, dependent children under the AFDC program;

4. Certain families who become ineligible for AFDC payments due to 
increased earnings;

5. Those reasonably classified individuals under age 21 who arc in an inter­
mediate care facility for the mentally retarded or persons with related 
conditions;

6. Those reasonably classified individuals age 21 and under who arc receiving 
active treatment in an inpatient psychiatric facility;

7. Individuals under age 18 who meet the SSI eligibility requirements.

The public assistance office or village fee agent will give you an application 
for either AFDC or APA. Your local federal Social Security Administration 
office or their traveling representative will help you apply for SSI. Addresses 
for Social Security offices arc listed in Section 13 o f  this booklet.

If you qualify for AFDC or APA, you will be mailed a check and Medicaid 
coupons within approximately 30 days from the date the office received 
your application.

If you qualify for SSI, you must still apply separately at the public assistance 
office for APA cash benefits and for Medicaid coverage.

You can apply for food stamps at the same time you apply for AFDC or 
APA and Medicaid.



AFDC, APA, AND SSI

Aid to Families with Dependent Children (AFDC) is a program which gives 
money for children o f  eligible low-income families who are deprived o f  one or 
both o f  their natural or adopted parents.

Adult Public Assistance (APA) is a program tha t includes three categories of 
eligibility (Old Age Assistance, Aid to  the Blind, and Aid to the Disabled) and 
provides a supplemental payment to low-income adults whose income is not 
enough to provide for their own basic needs. All adults who qualify for APA 
must be either blind, OR 65 or older, O R physically or mentally disabled.

Supplemental Security Income (S5>) is a federal program for low-income adults 
who arc either blind, OR 65 or older, OR physically or mentally disabled. It 
also provides cash assistance for low-income children who are either blind or 
disabled.



O H A V E  AN INTERVIEW

When you turn in your application, a worker will usually hold a confidential 
interview with you.

, it the interview, the worker will explain the program rules and go over the 
information on your application. The worker will help you complete any 
o f  the application form you have not been able to  fill out.  Ask the worker to 
explain anything that you do no t understand. I t ’s important tha t  you under­
stand the rules.

Interviews are held at the public assistance office or at the fee agent’s location. 
If no one in your household can go the interview, an adult friend or relative 
who knows your circumstances may go to be interviewed for you.

If you arc disabled or are unable to go to the interview and no one can go 
for you, let the office know. It may be possible to arrange an interview at 
your home or by tc'cphonc.

If you live too far from an office or a fee agent, if you arc ill, or if you do not 
have any transportation to an office, you w on’t have to have an interview.



MEET ELIGIBILITY RULES 
AND PROVIDE PROOF THAT 

YOU ARE ELIGIBLE

When you apply, you must show the Division of Public Assistance certain 
papers and give them information to prove you are eligible. Papers you need 
for proof  may include birth certificates, paycheck stubs, fish tickets, recent 
income tax returns or o ther p roof  of yo tr  age, relationship, and income.

You should also be prepared to  iist your resources (property other than your 
home) such as cars, boats, savings accounts, and other valuables.

If you have trouble getting the documents or information you need, the 
division will help you. If the papers arc not available, you may give the name 
o f  someone outside o f  your household and family, such as employer, who can 
confirm your statements.

Eligibility rules and proofs you may have to provide to support your appli­
cation arc different for each type of assistance. Your eligibility worker or fee 
agent will tell you what documents and information arc necessary.



5 RECEIVE A NOTICE THAT 
THAT TELLS YOU IF YOU 
QUALIFY

After reviewing your application, the public assistance office will send you a 
Notice o f  Finding.

If you do  not qualify, the Notice will explain why.

If you do  qualify, the Notice will explain when your cash and Medicaid bene­
fits will begin. I t ’s possible that your bills from past months may also be paid 
by Medicaid.

If you think your application has been wrongly denied, you should tell the 
public assistance office. If they do not agree, you can ask for a fair hearing. 
For more information about fair hearings, see Section 10.



6 RECEIVE YOUR 
MEDICAID COUPONS

If the office finds that you are eligible, you will get your Medicaid coupons 
no later than 30 days from the date you  first applied.

Medicaid coupons are either handwritten or printed by machine. Both types of 
coupons are equally valuable.

You will receive five Medicaid coupons. They will be printed with the names 
of everyone in your household who is eligible for Medicaid. Everyone listed 
can legally use the coupons.

Medicaid coupons are dated for one month and can only be used to pay for 
medical care received during that month.

If you need more Medicaid coupons, yon can request them from the public 
assistance office.

Medicaid is a "last p ay"  program. This means that Medicaid will.only pay your 
health provider for the part o f  his bill that isn’t paid by your private or union 
health insurance, by Medicare, (sec Section 13) or other insurance programs. 
When you apply for Medicaid, you must list ar.y other sources o f  medical pay­
ments you have. You should also led your doctor, hospital, etc.  about them 
when you get service.

To use your Medicaid coupons you must give them to  the doctor, hospital, or 
o ther health care provider when you receive medical care. It is very important 
to remember to give your Medicaid coupon to your health care provider. 
The coupon tells the doctor, clinic, etc.  that you arc eligible for that month for 
Medicaid benefits. Without the coupon, your bill cannot be correctly sub­
mitted for payment.



7
f USE YOUR MEDICAID 
COUPONS

Most health care providers in Alaska participate in the Medicaid program. 
This means you can usually choose the doctor you would like to  visit. If 
you are eligible for both  Public Health Service and Medicaid, you also have the 
choice o f  going to the local Alaska Area Native Health Service (AANHS) or a 
private doctor.

If the medical trea tm ent you need is not available in your area, payment for 
transporation may be provided to the nearest location where you can receive 
the necessary medical care.

When you are Medicaid-eligible and receive a Medicaid-covered service from a 
doctor or other health practitioner who is enrolled in the Medicaid program, 
he cannot ask you to pay for all or for any part o f  that service-even if Medi­
caid and any other health coverage you have doesn’t pay all c f  his charges. If 
he bilis the Division o f  Public Assistance, he must accept the Medicaid fee as 
the total payment for your bill.

Medicaid doesn’t pay for every kind of medical and psychological care. If 
you want to  be sure that Medicaid vvill pay for the services ycu want or need, 
your medical provider can tell you. The following list of services arc paid by
Medicaid:

1. hospital-inpatient and outpatient
2. skilled nursing facility
3. intermediate care facility
4. intermediate care facility for mentally retarded persons and persons with 

related conditions
S, laborato.y and X-ray services
6. physician services
7. visual care services and dispensing
8. opthalmic materials
9. medical transportation

10. speech, hearing, and language services
II. psychiatric facility services (if you arc under 21 or over 65)

12. home health care services
13. community mental health clinics
14. family planning services
15. outpatient surgical care centers
16. rural health clinics
17. early periodic screening, diagnosis, and treatment (EPSDT) of individuals 

under 21 years of age

Payment o f  service is made directly to doctors, hospitals, and other providers 
o f  health care based on Invoices submitted by the provider. Invoices must be 
accompanied by a coupon which you must surrender at the time service is 
provided.
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SERVICES NOT 
COVERED BY MEDICAID

Most Medicaid-eligible people automatically qualify for coverage under the 
General Relief-Medical program (GRM). Payment is available through the 
GRM program for all Medicaid-eligible people for the medical services and 
supplies listed below when those services are not otherwise available under the 
Medicaid program :

(1) dental care-limited to emergency treatment for relief of pain and acute 
infection;

(2) family planning services;

(3) pharmaceuticals and over-the-counter drugs;

(4) physical and occupational therapy;

(5) prosthetic devices and medical supplies.

More information about the GRM program is provided in Section 13 of this 
booklet.

It is your responsibility to pay for any medical treatment not covered by 
Medicaid or GRM.

The following services a:* NOT covered by Medicaid :

(1) Any medical expense which is not reasonably necessary for the diagnosis 
and treatment of illnt s or injury or for the correction o f  an organic 
system;

(2) Items and service* not properly prescribed or determined necessary by a 
health care practitioner;

(3) Expenses incurred for evaluative or periodic check-ups, examinations, or 
immunizations in connection with the participation, enrollment, a t ten ­
dance, or accomplishment o f  a program or activity not related to your 
physical or mental health or rehabilitation which does not meet the 
criteria of (I) above, is no t provided as part o f an EPSDT screcening (see 
.Section 12), or is no t a physical examination required by the Division of 
Public Assistance for the purpose of determining eligibility:



(4) Any expense which is for or in connection with cosmetic therapy or 
cosmetic surgery, except that Medicaid coverage is available when required 
for repair o f  accidental injury, for the improvement o f  the functioning 
o f  a malformed body member, or for the correction o f  a visible disfigure­
ment which would materially affect your acceptance in society, and 
when performed within the normal course o f  treatment or otherwise 
beginning no later than one year after the event which caused the need 
for that corrective action;

(5) Any expense which constitutes a non-medical charge imposed by a friend 
or relative, except when payment is made for medical transporation ;

(6) Any medical expense which is for persons who are in the care and custody 
of federal, state, or local penal facilities, including juveniles in detention 
facilities.

* The services o f  the following practitioners are NOT covered under the Medicaid
program in A la sk a :

(1) chiropractors;

(2) Christian Science practitioners or theological healers;

(3) naturopaths;

(4) podiatr ists;

(5) private psychologists;

(6) any other licensed or unlicensed practitioners no t enrolled in the Medicaid 
Prograri as providers.
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YOU MUST REPORT CHANGES 
IN YOUR CIRCUMSTANCES

* You must report changes promptly.

* You can report changes by contacting the public assistance office or your fee 
a g t ' t .  However, it is better to fill out the change report form included with 
y o u r , r DC or APA check and mail it to the office.

I T  IS E X T R E M E L Y  IM PORTANT T H A T  YOU REPO RT CHANGES, SO TH AT  
YOUR HOUSEHOLD RECEIVES THE RICH" AM OUN T OF BENEFITS.

Changes that you must report include :

— Changes in mailing or residence address;

— Movement of a related person into or out o f the household;

— Increase, decrease, or change in source o f  income in the household;

— Any change in resources o f  the household ;

— Any change in the costs o f  rent,  mortgage payment, taxes or insurance;

— Change in eligibility status o f  any household member for other benefits ;

— Death o f  a household member;

— Change in marital status o f  any household member;

— Change in school attendance of any household member;

~  Placement o f  a child in the custody of the Department of Health &  Social 
Services;

— Improvement in the condition of a blind or disabled person;

— Refusal to accept vocational rehabilitation services;

— Departure from the state, the United States, or b o th ;

— Refusal to  accept treatment, or discontinuing treatment for drug addiction 
or alcoholism; and

— Admission to or discharge from a public institution, hospital, or nursing home.



YOUR RIGHTS

> h a v s  t h e  r i g h t  to . . . . . . .

Apply for o r  request information ab ou t  any assistance payments program or 
social service available from the Department of Health &  Social Services 
including the following:

— Family Planning
— Child Protection
— Alcoholic Rehabilitation
— Family Counseling
— Homemakers 
- -  Day Care
— Information and Referral Supportive Services for Children.

(You are eligible for family planning services for three months from the date 
o f  your application for AFDC even if you are found ineligible.)

Receive courteous and fair treatment with no discrimination because o f  race, 
color,  creed, religion, political belief, marital status, national origin, age, or sex.

Receive a prom pt written decision of your eligibility.

Receive help from the department in obtaining child support for your children, 
if you arc requesting assistance for children.

Receive free, regularly scheduled physical examinations, diagnosis, and treat­
ment for most medic.-! problems for all children and adults under 21 who are 
eligible for Medicaid, under a program called EPSDT.

Understand that information you give to the Division of Public Assistance 
will no t be disclosed or used for purposes other than those connected with the 
administration o f  the public assistance laws of Alaska.

Request a hearing by a fair and impartial person if you arc dissatisfied by a 
delay or with the decision on your eligibility or the amount of assistance 
provided to you .



At a fair hearing you can explain to a hearing official why you disagree with an 
action the public assistance office has taken on your case.

If the hearing official decides you arc right, you will continue to receive, 01 will 
begin to receive, the correct amount o f  benefits. If the official decides the public 
assistance office is right, you will be asked to repay the value of any assistance you 
were not entitled to  receive.

You can ask the public assistance office for a fair hearing in writing, in person , or 
over the phone.

You can ask a friend or a representative from Alaska Legal Services or anyone 
else to  help you prepare for the hearing and to attend the hearing with you.

The hearing will be scheduled at a time and place that are reasonably convenient 
for you.



11 YOUR 
RESPONSIBILITIES

YOU HAVE A RESPONSIBILITY T O ........

* Provide correct and complete information on your application and on all other 
forms related to your application ar 1 your eligibility for assistance.

* Cooperate in providing information about absent parents who are responsible 
for the children in your care.

* Accept any medical examinations necessary to determine your eligibility.

* Cooperate with the Division of Public Assistance in verifying your situation 
and the information you provide.

* Register for the Work Incentive Program when yo ur  youngest child reaches 
six years o f  age.

* Never allow anyone to use your Medicaid coupons or ID card, unless the 
person is named on the card or coupon as an eligible recipient.

* Apply for and make use o f  any benefits which you,  or those for whom you 
want help, may be eligible, such as Unemployment Compensation, Soci?1 
Security, Veteran’s Benefits, etc.

* Tell the Division o f  Public Assistance promptly as changes In your situation 
occur which may affect your eligibility or the am ount o f  assistance you arc

* Advise the Division of Public Assistance o f  any settlement in your favor as a 
result o f  an accident, and grant permission to the State of Alaska, Division of 
Public Assistance to file a claim against the settlement for medical bills paid 
in your behalf.

paid.



-fl EARLY AND PERIODIC
|  ̂ SCREENING, 

DIAGNOSIS & TREATMENT
EPSDT is part o f  the Medicaid Program and is mainly apreven'ive health program 
for children. The goal is to  find children who have diseases or aonormalitics ana 
to  prevent or correct handicaps by giving them medical treatment and rehabilitation 
as early as possible.

EPSDT services are available to  all persons under 21 who are receiving, or are eligible 
to receive, Medicaid benefits.

EPSDT offers all the coverage available under Medicaid as well as the following 
special services:

1. physical exam and diagnosis

2. dental care

3. prosthetic devices (leg braces, wheel chairs, etc.) and medical supplies

4. physical therapy

5. immunizations

6. hca'th  and nutrition counseling.



-4 n  OTHER
| O medical PROGRAMS

GENERAL RELIEF-MEDICAL (GRM)

H ie  General Relief-Medical Program (GRM), which is administered by the Division 
of Public Assistance, is a 100% state-funded program tha t  provides for the payment 
o f  providers o f  medical anu emergency dental care for eligible low-income Alaskans.

C-RM is considered a "last rescrt”  assistance program. AFDC and Al'A recipients 
are automatically eligible for Medicaid and are therefore eligible for GRM benefits 
only for services not covered by Medicaid.

Applications for GRM are available a t  Ltate Division o f  Public Assistance offices.

CATASTROPHIC ILLNESS PROGRAM

The Catastrophic Illness Program,which is administered by the Division of Public 
Assistance and a committee appointed by the Governor's Office, is a 100% state- 
funded program that pays p: 'vidcrs of medical sen ices.

The purpose of the program is to financially assist residents o f  Alaska who have
suffered and received treatment for a catastrophic illness or injury. A catastrophic
illness or iniury is one which results in medical expenses of over $1000 during a 
period of no t  more than 12 m onths-aftc r all other sources of medical payment
(insurance, etc ) havt been used.

Applications for the Catastrophic Illness Program can be obtained at State Division 
o f  Public Assistance office1 or by writing t o :

Catastrophic Illness Program 
Div :ion o f  Public Assistance 
Pouch H-07H 
Juneau, Alaska 99811



Medicare is a federal health insurance program for certain kind* o f  individuals 
regardless o f  the am ount o f  their income and resources :

— the aged (65 and oldei)
— the blind
— the disabled
— persons with certain perm anent kidney failure

Although the name of the program "Medicare” is very similar to  the name of the 
program "Medicaid”  which is administered by the state Division o f  Public Assis­
tance, Medicare is a completely separate and different program, administered by 
private health insurance companies.

Medicare is a two part program. Part A, available to all Medicare beneficiaries 
without charge, provides coverage for inpatient hospital services. Part B, which is 
available for a small monthly charge, provides coverage for outpatient and physician 
services. Detailed information about the Medicare program is available at any 
Social Security Administration office. In Alaska, Social Security offices arc located 
at the following a d d rc 's c s :

Social Security Administration 
P.O. Box 5837 
Ketchikan, Alaska 99901

Social Security Administration 
P.O. Box 1327 
Juneau, Alaska 99802

Social Security Administration 
P.O. Box 2600 
Anchorage, Alaska 99510

Social Security Administration 
P.O. Box 1449 
Fairbanks, Alaska 99701

Information about Medicare can also be obtained by calling these toll-free numbers :

Juneau................ Zenith 5000

Anchorage.........Zenith 7777

Fairbanks Zenith 8888



14DIVISION OF PUBLIC 
ASSISTANCE OFFICES

A N C H O R A G E  4th and Gambell
Anchorage, Alaska 99501 
Phone: 274-6524

A N IA K ......................................Box 63
Aniak, Alaska 99557 
Phone: 675-4351 (Fee Agent)

B E T H E L ...................................Box 365
Bethel, Alaska 99559 
Phone: 543-2686

DILLINGHAM ....................... Box 221
Dillingham, Alaska 99576 
Phone: 842-5961

FA IRB AN KS 675 7th Street, Section F
Fairbanks, Alaska 99701 
Phone: 452-1637

FORT YUKON........................Box 149
Fort Yukon, Alaska 99740 
Phone: 662-2327

GALENA...................................Box 239
Galena, Alaska 99741 
Phone: 656-1260

JU N EA U ................................... 419 Sixth Street
juneau, Alaska 99811 
Phone: 465-3551

K E N A I ...................................... Box 3613
Kenai, A l " k a  99611 
Phone: 283-3124

KETCHIKAN 222 NBA Building
Ketchikan, Alaska 99901 
Phone: 225-2135

KO DIA K ................................... Box 2515
Kodiak, Alaska 99615 
Phone: 486-3783

KOTZEBUE .Box 41
Kot/cbuc, Alaska 99752 
Phone: 442-3451



NOME Box 221
Nome, Alaska 99762 
Phone: 443-2237

PALM ER.................................. Box 901
Palmer, Alaska 99645 
Phone: 745-4217

PETERSBURG Box 1089
Petersburg, Alaska 99833 
Phone: 772-3565

S I T K A ..................................... Box 1069
Sitka, Alaska 99835 
Phone: 747 8234

U N A L A K L E E T  Box 40
Unalaklcet, Alaska 99684 
Phone: 624-3601

VA LDEZ...................................Box 750
Valdez, Alaska 99686 
Phone: 835-2535

In rural communities where there isn't a district office, the 
Division of Public Assistance has paid volunteers, called fee 
agents, who can assist people to apply for Public Assistance 
Programs.
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Antler was used for this spirit canoe in the shape of 
a sea lion. The seven figures represent people who 
were drowned when their boat was seized by an 
octopus. Among Salish groups, shamans performed 
a ceremony in which they paddled a spirit canoe to 
the land o f  the dead to bring back the soul o f  a 
person who had become ill because he had lost his 
soul.

Tlingit design, from the Museum of the American 
Indian, lleye Foundation. From THE ART OF THE 
NORTHWEST COAST INDIANS by Shirley Glubok
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Chapter 07. Medical Assistance for Needy I’ersons.

) M-. ; . :J  .-i t . A 's ;«•. bo tiroviiiod 
i. Suue f-l.in for |irovi.si.m o f medical SO. iJcfinitiuns

) Iir.j o f  the*
•if''dl.ii.VC elll.

>1*1*411111
til). ! a w : ;  i .if fi;i.-ra! money 
70. R e ljiib iir .so .T c iil fo r  cost settled 

t)rov;«:or.s

See. 57.07.Ul(). Purpose. I: is declared :ts a m atter of public concern 
-t the n e e d y  persons of this suite receive uniform and high quality

i.cieal care. regardless of race, age. national origin, or economic 
a.adinr. Accordingly. this chapter aulhorir.es the Department of 
.rdth and Social Services to apply for participation in the national 

.c.iie.i! as.-istance program as provided for under title XiX of the 

. L-rtd Social Security Act. (i? 1 ch 1S2 SLA 1072)

Sec. 17.07.02(1. Eligible persons, (a) Al! residents of the s ta te  for 
•'.on; ti.o Social Security Act requires medicaid coverage are eligible to
ciive medical assistance under title XIX of that Act (•‘.2 U.S.C. ldu(> el
» \M *
d'i in addition to the persons specified in in) of this section, the 
Hewing eptional groups of persons for whom the s ta le  may claim

. 1r irticipation are' eligible for medical assistac 'e ;
■”;) p e r s u r . s  e l i g ib l e  f o r  b u t  n o t  i \ r e i v i n g  a s s i s t a n c e  u n d e r  a n y  p l a n  o f  
'  s t a t e  a p p r o v e d  u n d e r  p a r t  A o f  t i t l e  IV  (a id  to  f a m i l i e s  w i th  

i tui '-at c h i ld r e n ) ,  o r  t i t l e  X V I  ( s u p p l e m e n t a l  s e c u r i t y  i n c o m e ) ,  o f  t h e  
ciai S e c u r i t y  A c t ;
;2t p e r s o n s  in a  g e n e r a l  h o s p i t a l ,  s h i i i r u  n u r s i n g  f a c i l i ty  o r  
.e r .n ed i . i tc  c a r e  f a c i l i t y ,  w h o ,  i f  t h e y  l e f t  t h e  f a c i l i ty ,  w o u l d  b e  e l i g i b l e  
r a . - s i ' t a u c e  u i .d i  r  o n e  o f  t i i e  f e d e r a l  p r o g r a m s  s - e c i i i e d  in ( l ) u !  t h i s  
'.bscction;
d'l) p e r s o n s  u n d e r  21 y e a r s  o f  a g e  u n d e r  M ip e r v i s io n  o f  t h e  d e p a r t m e n t  
r iv h o ia  m a i i u e i i a n e e  is b r i n g  p a id  in w h o l e  o r  in  p a r t  f r o m  p u b l i c  f u n d s  

'.2 who a r c  in fo . - ic r  h o m e s  o r  p r v a i e  e h i l i h c a r e  i n s t i t u t i o n s ;  a n d  
(!) a p e d ,  b i n d ,  o r  d . s a b i e d  p e ' - m w . ,  w h o ,  b e c a u s e  t h e y  d o  n o t  m e e t  
tom e a n d  re .  o u r c e s  r e q  a r e m e n i s ,  d o  n o t  r e e e i v o  s u p p l e m e n t a l

• c a n t y  m c m n e  u n d i r  t i t l e  X V I  o f  t l i e  S o c ia l  S e e u r i l y  A e t ,  a n d  *a 1,.>«: > 
a. r e c e i v e  a  m a n d a t o r y  s t a t e  s u p p l e m e n t ,  b u t  w h o  a r e  e l ig ib le ,  o r  would 

t e l i g i b l e  i f  t h e y  w e r e  n o t  in  a  g e n e r a !  h o s p i t a l  o r  s k i l l e d  n u r s i n g  facility 
r  i n t e r m e d i a t e  care f a c i l i ty  t o  r e c e i v e  a n  o p t i o n a l  s t a t e  s u p p le m e n ta ry  
ay m c -n t ;

(.") » i r .-o i.s  u n d e r  21 y e a r s  o f  a g e  in a n  i n s t i t u t i o n  d e s i g n a t e d  as rm

* Sec. 10. AS 47.07.020(b) is repealed and re-eni.c-.ed -.s

(b) Residents of the state fo 

optional nodical coverage qualifying fc 

eligible for medical assistance.

whom the Social Sec

recera.



C U R R E N T  S T A T U T E

(G) persons in a medical or intermediate care fa:i!iiy whose income 
while in the facility does not exceed 300 per cent of the supplemental 
security income benefit rate under title XVI of the Social Security Act 
but who .could not be eligible for an optional state supplementary 
payment if they left the hospital or ether facility.

l7i persons t in ier 21 years of age receiving active treatment in a 
psychiatric hospital who are financially eligible .as determined by the 
standards of part A of title IV (aid to families with dependent children) 
of the Social Security Act.

(c) Receipt of medical assistance under this chapter is considered to 
be an additional benefit to those individuals, and does not affect other 
assistance pa;, meats, federal o r  state, for which the recipient is eligible.

rfj No additional groups may be added unless approved by the 
legislature. i§ 1 cli lc'2 SLA 1972; am § 1 ch 105 SLA  !!)7d; air. § 1 ch 137 
SLA 19?.*>: am § 1 ch 221 SLA 1975; am § 1 ch 11 SLA 197S)

K .'f iv l «•! —  T i.e  ’. i » 7 h i s t o r y  re ju 'rt.-. — Fa-
tuliii.il paragraph (.*<) o:' »**•;•* rl mi oh. Is.’ . SI A giTu (I'CCS liCij

•s-i'Vi'l.i.. i!>). CSS 11 .Vi), slo 11/7g lii i i s o J t r . i r t i . i l , !C*
I l i i . r .  m iio i.ih iiiu t lu liie .i paragraph Fur r.-pi.rt m ich. Iti.VSI.A  IhT-HCs.iii Jv... 

(i.i r.f su|.M \'tim i •!•). soo I d? ; ^o im to .Imirna!, p. .')JJ nr.J ..nt
I'.iTs mi oii h iu i. l i.iMm ! ; : .e li ilo tiso  J.Mrr.a',, |., 7t. ;.

t7l i s t i h s o i  lion t!'i.

S e c .  i7 .U7.0dlt.  M e d i c a l  s e r \  ice.> t o  b e  p r o v i d e d .  M e d ic a l  se rv ices  n  
b e  o t t e r e d  to  e lm  id e  p e r s o n s  in c lu d e  i n p a t i e n t  h o s p i t a l ,  ou tpatient 
h o s p i t a l ,  r u r a l  h e a l t h  c l in ic ,  o u t p a t i e n t  s u r g i c a l  c a r e  c e n t e r s ,  laboratory 
a n d  X - ra y .  r e f r a *  . t o n s  a n d  e y e  e x a m i n a t i o n s  b y  o p h t h a l m o l o g i s t s  o: 
o p t ' . t u .  t r t s t s .  c;, e g l . i s s e . s  j u ' e s e r i b e d  b y  a  p h y s i c i a n  sk i l l e d  in d is ea se s  of 
t h e  e y e  o r  by  a n  o p to u .e l r i . s l ,  i n p a t i e n t  p s y c h i a t r i c  h o s p i t a l  f o r  pors.nw 
a g e  0." o r  o l d e r  a n d  p e r s o n s  u n d e r  a g e  21, s k i l l e d  a n d  in term ediate  
n u r s i n g  h o m e ,  p h y s i c i a n ,  h o m e  h e a l t h  c a r e  . se rv ice s ,  e a r l y  period!: 
s c r e e n i n g  d i a g n o s i s  a n d  t r e a t m e n t  o f  p e r s o n s  t i n d e r  21 y e a r s  o f  age, 
c l in ic  s e r v i c e s ,  t r e a l  m e t ,( o f  s p e e c h ,  h e a r i n g  an .!  l a n g u a g e  d i s o r d e r s ,  :u:i 
r c a s o t i t i !  !o t r a n s p o r t a t i o n  to  a n d  f r o m  t h e  p o i n t  o f  m e d i c a l  cu re .  )•>.. 
a n . i i t i o m n  s e r v i c e s  m a y  b e  p r o v i d e d  u n l e s s  a p p r o v e d  i.y t h e  leg is la tu re .  
(* 1 ch 1>2 S L A  11)72; a m  S 1 c h  do S L A  1972; a m  S 2 c h  10.' S L A  I'd?.!; 
a m  5 1 ch 12 Sl.A I'.ITti; a m  .1 2 ch 221 S L A  107(1; a m  k 1 ch 82 S L A  197$)

H O U S E  CS F O R  C S S S S B  227 (FINANCE) REVISIONS

Set AS 47.07.020(d) is repealed

See. 47.07.030. MEDICAL SERVICES T O  B E  PR O V ID E ,  

co bo offered to eligible persons include services e 

financial participation under Title XIX of the feder,



Selection of Medicaid Optional Services by States *

Top 10 States With Most Number Top 10 States with Least
Of Optional Services _______________________  Number of Optional Services

# of Optional § of Optional
Services Services

States Maximum = 32 Otates Minimum = 0

1. Wisconsin 32 1. Wvctningj o
r*O

n/ Minnesota 51 2. Delaware 9

3. Cali fornia 5. Georgia 9

4. Massachusetts 2S 4. Mississippi 9

5. West Virginia 23 5. Alaska 10

5 . Nev. Jersey 27 6. Oklahoma 10

7. Kansas 26 7. Rhode Island 10

S. Montana 26 S. Texas 10

9. Nebraska 26 9. Alabama 12

10. Connecticut 24 10. South Carolina 12

* Arizona currently docs not participate in the Medicaid Program.



u Most Selected Medicaid
• Not Included in Alaska'

Optional Service

1. Prescription drugs

2. Prosthetic devices

3. Podiatrist's services

4. Physical therapy

5. Dentures

6. Dental services

Optional Services

7.

8 .
9.

10. 

11. 
12.
13.

14.

.15.10.
17.

18.

19.

20 . 
21 . 
22 .

Other practioners' services 

Private duty nursing

No. of States, Terr., 
and Protectorates 
Selecting the Option. 
Maximum ~ 53_________

51

45

38

36

33

3U

30

30

Mental treatment in IGF lor person aged 65 or 
older

Occupational therapy 

Rehabilitation service 

Chiropractic services

TB treatment in inpatient hospital for persons 
aged 65 or older

Mental health treatment m  SNF for persons aged 
65 of older

Diagnostic services

Prevention services

Christian science sanitoria

Sc r een in g

Personal care

TB treatment in SNF for persons aged 65 or older 

TB treatment in I.CF for persons aged 65 or older 

Christian science nursing

28

27

27

26

26

25

23

20
.1.8

.14

11

11

10

6
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Health Care Legislation

H C S  C S  SS S B  227

B C S  CS  SS S B  2 2 7  "An 

s t a t e "  is a n  o m n i b u s  

n e w  g r o u p s  o f  p e o p l e

A c t  r e l a t i n g  t o  t h e  h e a l t h  o f  r e s i d e n t s  o f  t h e  

h e a l t h  b i l l  e x t e n d i n g  h e a l t h  c o v e r a g e  t o  s e v e r a l  

a n d  e x p a n d i n g  t h e  s c o p e  o f  c o v e r a g e  a v a i l a b l e .

* S T A T E  H E A L T H  I N S U R A N C E

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

h e a l t h  p l a n  a n d  a p r e m i u m  s u p p l e m e n t  p r o g r a m .  T h e  c o m p r e h e n s i v e  h e a l t h  

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

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

o r  g r o u p  h e a l t h  c o v e r a g e .  T h e  p r e m i u m  p r o g r a m  p r o v i d e s  s t a t e  p r e m i u m  

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

i n g  i n d i v i d u a l  m a j o r  m e d i c a l  i n s u r a n c e  p o l i c i e s . -

* A L C O H O L I S M  C O V E R A G E  F O R  S T A T E  E M P L O Y E E S

M o d e l  b e n e f i t s  f o r  c o v e r a g e  of a l c o h o l i s m ,  i n c l u d i n g  i n p a t i e n t  d e t o x i­

f i c a t i o n ,  i n p a t i e n t  t r e a t m e n t  a n d  o u t p a t i e n t  t r e a t m e n t  a r e  a d d e d  t o  t h e  

s t a t e  e m p l o y e e s  h e a l t h  i n s u r a n c e  plan. W h i l e  t h e  o r i g i n a l  b i l l  m a n d a t e d  

t h e s e  b e n e f i t s  f o r  a l l  h e a l t h  i n s u r a n c e  p o l i c i e s ,  t h e  H E S S  C o m m i t t e e  

s u b s t i t u t e  b i l l  w o u l d  f i e l d  t e s t  t h e s e  n e w  b e n e f i t s  on  s t a t e  e m p l o y e e s .

» M E D I C A I D  B Y  I N S U R A N C E  P O L I C I E S  O R  H E A L T H  S E R V I C E  C O N T R A C T S

S e c t i o n  e i g h t  o f  t h e  b i l l  d i r e c t s  t h e  c o m m i s s i o n e r  o f  H e a l t h  a n d  S o c i a l  

S e r v i c e s  t o  p r o v i d e  M e d i c a i d  c o v e r a g e  t h r o u g h  t h e  p u r c h a s e  o f  p r i v a t e  

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

M e d i c a i d  r e c i p i e n t s ,  w h e n  t h i s  i s  f o u n d  t o  b e  c o s t  e f f e c t i v e .

* R E L I E F  f o r  m e d i c a i d  p r o v i d e r s

T h e  b i l l  r e q u i r e s  t h a t  t h e  s t a t e  p a y  i n t e r e s t  a t  t h e  r a t e  o f  o n e  

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

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

t h e m  t h r e e  m o n t h s  o v e r d u e .  It a l s o  a l l o w s  t h e  s t a t e  t o  m a k e  an  i n t e r i m

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

in g  o f  t h e  c l a i m s .

* E X P A N S I O N  O F  SER\T:CES A N D  E L I G I B L E  P E O P L E  C O V E R E D  U N D E R  M E D I C A I D

S e c t i o n s  n i n e  a n d  t e n  o f  t h e  b i l l  e x p a n d  t h e  s t a t e ' s  M e d i c a i d  p r o g r a m  t o  

i n c l u d e  a l l  g r o u p s  a n d  a l l  s e r v i c e s  f o r  w h i c h  f e d e r a l  f u n d i n g  is a v a i l a b l e .  

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

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

t h e r a p y .

» C O V E R A G E  F O R  T H E  M E D I C A L L Y  N t E D Y  .

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

f o r  m e d i c a l l y  n e e d y  p e o p l e  u n d e r  the s t a t e ' s  G e n e r a l  R e l i e f - M e d i c a l  

p r o g r a m .  The i n c o m e  t h r e s h o l d  f o r  e l i g i b i l i t y  is  s e t  a t  1 5 0 %  o f  t h e  

p o v e r t y  g u i d e l i n e  f o r  A l a s k a .  P e o p l e  w h o s e  i n c o m e  e x c e e d s  t h a t  a m o u n t  

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

i n c o m e  on m e d i c a l  b i l l s .

* F I S C A L  I M P A C T

The f i s c a l  n o t e  f o r  a l l  t h e s e  p r o g r a m s  i n c l u d e s  a p p r o x i m a t e l y  $8 

m i l l i o n  f r o m  t h e  G e n e r a l  fund a n d  $8 m i l l i o n  in f e d e r a l  funds for F Y81.



House HESS Committee Hearings on 
State Health Insurance

Teleconference Witnesses 

Bill Weimar, Anchorage
Nick Noll, Eye, Ear & Nose Clinic, Fairbanks 
Donald Thieman, Fairbanks Medical Association 
Chris Bear sly, Providence Hospital, Anchorage 
David Mather, Tanana Chiefs Conference, Fairbanks 
Margaret Wolfe, Anchorage
Angie Hague, National Association of Social Workers, Anchorage 
Penny Hladna, Anchorage
Gordon DePew, Fairbanks Life Underwriters Association 
Bemie Barr, International Rehabilitation Association 
Gil D'lrmocente, Anchorage
Candice Berry, Welfare Rights Association, Anchorage
Pudge Kleinkoff, National Association of Social Workers, Anchorage
Frank Austin, Black Caucus Council for "conamic Justice, Anchorage
Susan Johnson, Chris Billington, NJW, A.ichorage
Nancy Lander, Women for Political Action, Anchorage
Rose Palmquist, Anchorage
Donna Hayes, Norton Sound Health Corporation, None 
Herb Berkowitz, Anchorage 
Mason Preston, Bethel 
Rosy Porter, Bethel

Other Witnesses

Don Koch - Division of Insurance, Dept, of Commerce and Economic Development
_f , , II II II II If It If II If
Jim Jordan
Donald Ching- Dept, of Regulatory Agencies, State of Hawaii
John Ingrassia - Life and Health Section, Insurance Division, State of Minnesota 
Joan Gaumer - Director, Government Relations, Blue Cross of WA and AK 
Dr. Helen Beime - Conmissioner, Dept, of Health and Social Services 
Bob Ogden - Chief, Medical Assistance, Dept, of Health and Social Services

The House HESS Conmittee held a total of 12 hearings on HB977/SB227



THELMA

BUCHHOLDT
JVIaska ^S tate X cq is la iu re

^ 0usc of Hcprescrttattlics 
3hmeau, .Alaska 99811

May 22, 1980

To: Representatives Gardiner, Meekins, McKinnon, Parker

From: Representative Thelma Buchholdt

Re: HCS CS SS SB 227 - Health Legislation

HCS CS SS SB 227, "An Act relating to the health of residents of the 

state," was passed out of the House HESS Committee on Wednesday, May 21.

I am supplying you with a copy of the bill summary and the accompanying 

fis .al note. I am also enclosing a copy of the work draft that was 

passed out of Conmittee. I expect that the final version of the bill 

will be printed this afternoon.

Very briefly, Section 1 of the bill establishes a carrier reinsurance 

pool which would make health insurance available at a reasonable prenium 

to every resident and every employer group in the state. This section 

of the bill is designed to pick up high-risk persons and other uninsurables 

in the state for whom health coverage is now unavailable.

Sections 4 through 7 of the bill comprise the original CS SS SB 227, 

sponsored by Senators Coletta, Hohman and Stimson, and require state 

employee health insurance, to include coverage for alcoholism and drug 

dependence.

Section 8 of the bill requires the Conmisssioner of Health and Social 

Services to provide services under medical assistance programs through 

health insurance policies or health service contracts when cost effective. 

The bill authorizes the Department to make interim peyments to providers 

who serve a large volume of state medical assistance clients. The bill 

also requires the state to pay interest to providers on overdue medical 

assistance bills.



Sections 9 and 10 of the bill expand the state's Medicaid program to 

include all services and eligibles qualifying for federal financial 

participation.

Finally, in Section 11, a medically needy program is established under 

the state General Relief program with an income standard set at 150% 

of the poverty guideline. Persons whose income exceeds the standar 

become eligible when they spend their excess income on medical bills.

The fiscal note for the bill includes approximately $ 8 million from 

the state's General Funds, $ V .,800 from other state funds and ap­

proximately $ 8 million in federal funds.

■



CURRENT STATUTE

Chapter U7. Medical Assistance for Needy Persons.

Section Si'elion
10. Purpose pi. lii-vi-ij.( o f  ffilt-ml money
31 E.iglge persons 7u. Reimbursement for cost settled
"1. Medical services to he provided providers
■iO. Sute pi.in for provision o f medicnl Si). Definitions

ussislanfo
JO. Implementation o f the medical 

assist:! ice program

Sec. 17.07.010. Purpose. It is declared as a m atter of public concern 
that the needy persons of this state receive uniform and high quality 
medical care, regardless of race, age, national origin, or economic 
•landing. Accordingly, this chapter authorizes the Department of 
Health and Social Services to apply for participation in the national 
medical assistance program as provided for under title XIX of the 
federal Social Security Act. (tr 1 ch lb2 SLA 11)72)

Sec. 47.07.020. Eligible persons, (a) All residents of the state for 
whom the Social Security Act requires medicaid coverage arc eligible to 
receive medical assistance under title XIX of that Act (-12 U.S.C. 13% et
5 c q ).

(In In addition to the persons specified in (a) of this section, the 
fi'mowing optional groups of persons for whom the state may claim 
federal financial participation are eligible for medical assistance:

(1) persons eligible for but not receiving assistance under any plan of 
the state approved under part A of title IV (aid to families with 
dr; h m chiidivi t. or title XVI (supplemental security income), of the 
iNwi-d Security Act;

(2) persons in a genera! hospital, skdled nursing facility o r  
intermediate care facility, who. I f  they left the facility, would be eligible 
for assistance under one of the tederal programs specified in (1) of tins 
subsection;

(3) persons under 21 years of age under supervision of the depart nu n 
for whom maintenance is being paid in v. hole or in part from public funds 
ar.J who are in foster homes or private child care institutions: and

(ll aged, blind, or disabled person ., win.), because they do not meet 
income and resources rcouiivuieiils, do not receive supplemental

security income under title XVi of the Social Security Act, and \vi: • do 
not r* ivivc a mandatory state supplement, bin w bo are eligible, or v.a uni 
be eligible if they were not in a general hospital or skilled nursing facility 
or intermediate care facility to receive an optional sta te  supplementary 
payment;

(5) persons tinder 21 years of age in an institution designated r.s an 
intermediate care facility for the mentally retarded who are financially 
eligible as letcrmincd by die standards of the Federal Aid to Families

HOUSE CS F O R  CSSSSB 227 (FINANCE) REVISIONS

bee. .0. AS 47.07.020(b) is repealed and re-enacted to read:

(b) Residents of the state for whom the Social Security Act a 

optional medical coverage qualifying for federal financial 

are eligible for medical assistance.



(G) persons in a medical or intermediate care facility whose income 
while in the facility does not exceed 3U0 per cent of the supplemental 

security income benefit rate under title XVI of the Social Security Act 
but who would not be eligible for an optional state supplementary 
payment if they left the hospital or other facility.

(7) persons under 21 years of age receiving active treatment in a 
psychiatric hospital who are financially eligible as determined by the 
standards of part A  of title IV (aid to families with dependent children) 
of the Social Security Act.

(c> Receipt of medical ass is tance  under  this chap te r  is considered to 
be an  additional benefit to these  individuals and  does not affect other 
a ss is tance  paym en ts , federal o r  s ta te ,  for which the  recipient is eligible.
Idi No additional groups may be added unless approved by the 

legislature. (§ 1 ch 182 S L A  11)72; a m  § 1 ch 105 S L A  11)74; am § 1 ch 117 
S L A  1975; a m  § 1 ch 221 S L A  197C; a m  § 1 ch 11 S L A  1978)

k f f r r t  o f an um l'tie n t*. — Tile 11)T."> I.ex iN la liic  h isto ry reports. — Ft!
am- ..eiil a ib ii'ii p;iragra;Ji (a) o f report 0:1 ch. 1*2, SI.A 1 !«Ta (H'CS H'8
f'Ut'M coi.n (to. CS..H .Vi), see l!'72 Ilm is ■ Journal, p. lC*t

lin - lilT tl iiii.i-i.iln ie iit added |>iii-.igr;ipli For report oiudi. in.j. SI.A IH74 (CSSE-tCi 
('ii o f solisi'Ction ih), sec : ‘I7-1 Scnaio Journal, ji. 52a and iiiTl

The 1!•. - ainoiahnenl added paragraph House Journal, p. 7(JU.
("I o f subsection tb).

See. 17.97.(Kill. Medical services lo lie provided. Medical services to 
be offered to eligible persons include inpatient hospital, outpatient 
hospital, nmal health clinic, outpatient surgical cure centers, labor, tor. 
and X-ray, refractions and eye examinations by ophthalmologists or 
optometrists, eyeglasses prt scribed by a physician skilled in diseases of 
the eye or by tin o itomelrist. inpatient psychiatric ho. pnal for person? 
age t>5 or older ami persons under age 21. skilled and intermediate 
nursing home, physician, home lie till) care services, early periodic 
screening diagnosis and treatment of persons under 21 years of ago. 
clinic services, treatment of speech, hearing and language disorders, and 
reasonable transportation to and from the point of medical care. N& 
addition;!1 services mav he provided unless approved by the legislature. 
(* 1 eh 1S2 SLA 1972; am (?’ 1 ch 35 SLA 1973; am S 2 ch 105 SLA 1971. 
am § 1 ch 12 SLA 197(1; am 5 2 ch 221 SLA 197(1; am § 1 ch 82 SLA 197s,

.

HOUSE CS F O R  CSSSSB 227 (FINANCE) REVISIONS

Sec. 13. AS 47.07.020(3) is repealed

Sec. 11. AS 47.07.030 is repealed and re-enacted to r

Sec. 47.07.030. MEDICAL SERVICES TO BE P R O V ID E D .

Co be o f f e r e d  to e l i g i b l e  p e r s o n s  i n c l u d e  s e r v i c e s  e l i

financial participation under Title XIX of the federal 

A c t .



Selection of Medicaid Optional Services by States *

Top 10 States With Most Number 
 Of Optional Services_____

States

H of Optional 
Services 

Maximum = 32

Top 10 States with Least 
Number of Optional Services

Sta t e s

n of Optional 
Services 

Minimum = 0

1. Wisconsin 32 1 . Wyoming 5

2. Minnesota 51 2. Delaware S

3. California 29 5. Georgia 9

4. Massachusetts 28 4. Mississippi 9

5. West Virginia 2S 5. Alaska 10

6 . New Jersey 27 6. Oklahoma 10

7. Kansas 26 7. Rhode Island 10

8. Montana 26 8. Texas 10

9. Nebraska 26 6 . Alabama 12

10. Connecticut 24 10. South Carolina 12



Most Selected Medicaid Optional Services 
Not Included in Alaska's Medicaid Program

Optional Service 

Prescription dings 

Prosthetic devices 

Podiatrist's services 

Physical therapy 

Dentures 

Dental services 

Other practioners' services 

Private dut> nursing

No. of States, Terr., 
and Protectorates 
Selecting the Option. 
Maximum = 55_________

51

45

58

36

33

30

30

30

Mental treatment in 1CF for person aged 65 or 
older

10. Occupational therapy

11. Rehabilitation service

12. Chiropractic services

13. TB treatment in inpatient hospital for persons
aged 65 or older

14. Mental health treatment in SNP for persons aged
65 of older

15. Diagnostic services

16. Prevention services

17. Christian science sanitoria

18. Screening

19. Personal care

20. TB treatment in SNP for persons aged 65 or older

21. TB treatment in 1CP for pevsons aged 65 or older

22. Christian science nursing

28

27

27

26

ori

25

23

20

18

14

11
1110
6
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Headquarters
Office
(.Wl 62J-6600

1405
Curtis
Street
23rd Floor 
Denser. 
Colorado 
K0202

President
George B. Roberts. J r . 
Speaker, New Hampshire 
House of Representativesll| lll of State

Legislatures Executive Director 
Earl S. Mackey

January  118, 1980

Jan S o r i c e
House Committee on Hea l th ,  Educa t ion  

and S o c i a l  S e r v i c e s  
Pouch V 
S t a t e  C a p i t o l  
Juneau ,  A laska  99801

Dear Ms. S o r i c e :

E n c l o s e d ,  a s  you requested ,  i s  some informat ion  on s t a t e  c a t a s t r o p h i c  
h e a l th  insurance  programs.

Ma ine ,  M inneso ta ,  Rhode I s l a n d .  C o n n e c t i c u t ,  Hawaii and New York, in 
a d d i t i o n  t o  A la ska ,  have enacted c a t a s t r o p h i c  h ea l th  insurance  l e g i s ­
l a t i o n .  Ex ten s iv e  a n a l y s i s  o f  th e se  programs has not been performed, 
however.

Mr. Van E l l e t t  a t  the Intergovernmenta l  Hea lth  P o l i c y  P r o j e c t  i s  in 
the p re l im inary  s tages  o f  prepar ing a background i s s u e  paper on c a t a s ­
t r o p h i c  programs. He has i n d i c a t e d  th a t  he w i l l  be g lad  to  o f f e r  
f u r th e r  a s s i s t a n c e  in t h i s  a r ea .  Mr. E l l e t t  can be con tac ted  at :

The Intergovernmenta l  Hea lth  P o l i c y  P ro je c t  
S u i t e  505
1919 Pennsy lvan ia  Avenue, N.W.
Washington, D .C .  20006 
(202)872-1445

I hope t h i s  informat ion i s  u s e f u l .  I f  I can be o f  fu r ther  a s s i s t a n c e ,  
p l e a s e  f e e l  free  to  c a l l  me.

S i n c e r e l y ,

R u s s e l l  W. Hereford
P r o j e c t  D i r e c t o r
Hea l th  Care Cost  Containment

RWH/sep

enc lo su r e



GR-MEDICALLY NEEDY PROGRAM

50% of all tax returns In Alaska for individuals and families reported 1978 
Adjusted Gross Incomes of less than $20,000.

30% reported incomes less than $10,000; less than $833 per month on the
average for 1978.

Many more Alaskans do not file tax returns at all.

Vnese statistics suggest that for a large number of Alaskans, medical 
care for age, illness or injury would be unaffordable without health 
insurance or medical assistance while sane of these people may have group 
insurance or be eligible for Medicaid, Medicare, or Alaskan Native Health 
Service, many are not eligible for any third party health benefits. The
medically needy program created by HCSCSSSSB 227 would be an important
medical resource for these people.

Tne income threshold for the medically needy program is set at 150? of 
the poverty /guidelines for Alaska for 1979, the poverty guidelines were 
as follows:

Non-farm poverty incane guidelines

Family size Annual Monthly 150%

1 $4,270 356 534

2 5,640 470 705

3 7,010 5S4 876

4 8,380 6 9 8 1047

9,750 813 1219

6 11,120 927 1390

A person or family which is over income becomes eligible for medical 
assistance under this program if their income in excess of the threshold 
is spent on medical bills. Essentially, this provides a form of cata­
strophic coverage for all families, as well as a form of basic coverage 
for low-income families. The department estimates the" new program would 
serve approximately 2,800 families and individuals.



$

ADJUSTED INCOME OF ALASKA TAXPAYERS F IL ING  1978 RETURNS

percen t  o f  taxpayers  
annual income average month ly income________________ e arn ing  t h i s  much or l e s s

$5,000 $ 416 16.5%

10,000 833 29.2

15,000 1,250 40.2

20,000 1,667 49.5

25,000 2,083 57.8

30,000 2,500 65.6



MEDICAID ELIGIBLES *

Currently Covered Ellglbles

Child under 18 deprived of parental 
support or care

Parent or other caretaker relative

Child over 18 but under 21 who is school

All children in foster homes or 
institutions

All children in psychiatric hospitals

A child in an intermediate care facility 
for the mentally retarded

Aged, blind, or disabled persons

Ellglbles added by HCSCSSSSB 227

Child deprived of support of father 
due to unemployment

Spouse of disabled parent

Spouse of unemployed father

Pregnant woman and unborn child

All other financially eligible children

Caretaker relative of child over* 18 but 
under 21 and not in school

Individuals who would be eligible for 
AFDC except for child care cos's

Individuals who ireet categorical criteria 
and whose incomes, less medical bills, 
are below 133% of the need standard 
(medically needy)

# In addition to these categorical criteria, persons must be financially needy.



Currently Covered Services

Hospital-Inpatient & Outpatient

Skilled Nursing Facility (SNF)

Intermediate Care Facility (ICF)

Intermediate Care Facility for Mentally 
Retarded persons and persons with 
related conditions (ICF/MR)

Laboratory and X-ray Services

Physician Services

Visual Care Services, dispensing 
and ophthalmic materials

Medical Transportation

Psychiatric Facility Services

Home Health Care Services

Early Periodic Screening, Diagnosis, 
and Treatment of Individuals under 
21 years of age (EPSDT)

a. dental services
b. prosthetic devices and 

medical supplies
c. physical therapy

Cocrmunity Mental Health Clinics 

Family Planning Services 

Outpatient Surgical Care Centers 

Rural Health Clinics

# Accessible through General 
Relief-Medical

Services Added By HCS CSSSS13 227 

Podiatrist Services 

Chiropractic Services 

Private puty Nursing 

Personal Care Services

* Physical Therapy

* Occupational Therapy

* Prescribed Drugs 

Dentures

* .Prosthetic Devices and 
Medical supplies

Other Diagnostici Screening, 
Preventive & Rehabilitative Services

Services to Individuals over 6 5  
year of age in Institutions for 
Mental Diseases

Services to Individuals over 6 5  
years of age in Institutions for 
tuberculosis

Other Practitloner Services
a. private psychologist
b. nurse practitioner
c. physician assistant

Clinic Services-other than 
Comnunity Mental Health Clinics

Services by Clirlstlan Science Nurses1

Services by Christian Science Sanatoria



House HESS Conmittee Hearings on 
State Health Insurance

Teleconference Witnesses 

Bill Weimar, Anchorage
Nick Noll, Eye, Ear & Nose Clinic, Fairbar'cs 
Donald Thieman, Fairbanks Medical AssociaLi.cn 
Chris Bearsly, Providence Hospital, Anchorage 
David Mather, Tanana Chiefs Conference, Fairbanks 
Margaret Wolfe, Anchorage
Angie Hague, National Association of Social Workers, Anchorage 
Penny Hladna, Anchorage
Gordon DePew, Fairbanks Life Underwriters Association 
Bemie Barr, International Rehabilitation Association 
Gil D'Innocente, Anchorage
Candice Berry, Welfare Rights Association, Anchorage
Pudge Kleinkoff, National Association of Social Workers, Anchorage
Frank Austin, Black Caucus Council for Economic Justice, Anchorage
Susan Johnson, Chris Billington, NOW, Anchorage
Nancy Lander, Women for Political Action, Anchorage
Rose Palmquist, Anchorage
Donna Hayes, Norton Sound Health Corporation, Nome 
Herb Berkowitz, Anchorage 
Mason Preston, Bethel 
Rosy Porter, Bethel

Other Witnesses

Don Koch - Division of Insurance, Dept, of Conmerce and Economic Development
, II II II II II II •• II II

Jim Jordan
Donald Ching- Dept, of Regulatory Agencies, State of Hawaii
John Ingrassia - Life and Health Section, Insurance Division, State of Minnesota 
Joan Gaumer - Director, Government Relations, Blue Cross of WA and AK 
Dr. Helen Beime - Corrmissioner, Dept, of Health and Social Services 
Bob Ogden - Chief, Medical Assistance, Dept, of Health and Social Services

The House HESS Conmittee held a total of 12 hearings on HB977/SB227



*Section 1. AS 18 is amended by adding a new chapter 
to read:

CHAPTER 27. STATE HEALTH INSURANCE.

Sec. 18.27.010. STATE COMPREHENSIVE HEALTH PLAN

(a) The state comprehensive health plan shall be established 
by the Commissioner of Administration as provided in
AS 18.27.030. The Commissioner shall provide for the 
underwriting and administration of the state plan through 
competitive bid. The state plan shall be made available
to the public no later than July 1, 1981.

(b) A resident of the state is entitled to enroll in the 
state plan if:

(1) The resident is not eligible for Medicare or 
covered under a state or federal health program;

(2) The resident is not covered by a group health 
insurance plan.

Sec. 18.27.020. STATE HEALTH PREMIUM PLAN (a) A resident 
of the state is entitled to participate in the state health 
premium plan if:

(1) The resident is enrolled in the state comprehensive 
health plan or an individual health insurance policy 
which is certified by the director of the division 
of insurance as meeting or exceeding the benefit
standards of the state plan; and

(2) the resident is not enrolled in a group health 
insurance policy or covered under a state cr 
federal health program;

(3) the resident qualifies for a supplement under 
the formula in subsection (b) of this section.

(b) The amount of the supplement is equal to 80 percent 
of the monthly premium less 8 percent of the monthly'premium 
for every $100 of the insured’s adjusted gross income, as 
defined in regulation, over $1000 per month. The premium 
cost of the state plan is*the maximum amount of monthly 
premium which may be used in the calculation of the supplement. 
The $1000 per month of adjusted gross income used in the 
calculation shall be adjusted periodically by the commissioner 
by regulation to correspond with the change in the consumer 
price index.

Sec. 18.27.030. The commissioner shall:

(a) hold statewide public hearings to determine the 
major medical insurance needs of Alaskans;

(b) determine the number and characteristics of persons 
currently not covered by a group health plan or 
federal or state health program, and estimate the 
number of persons eligible to participate in the 
state health premium plan;



(c) conduct an actuarial study.to determine the cost 
of providing insurance covering the services in 
subsection (a), for the group in subsection (b);

(d) present state health insurance plan to the legislature 
by January 1, 1981 including:

(1) services to be covered in the state health 
insurance plan;

(2) the cost of the services to be provided;

(3) the estimated number of Alaskans eligible to 
purchase the plan and the estimated number of 
Alaskans eligible to participate in the state 
health plan; and

(4) the estimated cost of the state health premium 
plan;

(5) a plan of operation for the state health premium 
plan which provides for:

(i) eligibility determination;

(ii) prompt payment of premium supplement 
entitlements to eligible residents or 
to their insurer;

(iii) reasonable protection against fraud; and

(iv) public awareness of the benefits provided 
under this chapter.

(6) recommendations for amendments of this chapter;

AS 13.27.040 DEFINITIONS. In this chapter

(1) ’'commissioner" means the commissioner of administration;
(2) "state plan" means the state comprehensive health plan 

established under AS18.27.010;



Health Care Survey: Doctors and Medicaid
A survey of 113 Anchorage doctors w.is cond-r*od in order 

to determine the percentage of Anchorage phys! Jans presently 
accepting Medicaid recipients as patients. The surveyors, 
posing as prospective patients, called each physician's office in 
an attempt to schedule an appointment. After it had been 
determined if the physician had any op6nir *s available, the 
method of payment was discussed. The conversation ws specifi­
cally structured this way, in order to provide an indication 
of the extent to which the method of payment altered ac­
cessibility to health care.

The results of the survey are delineated in the accom­
panying chart. The percentage break-down is as follows: 
Pediatrics 40St of the doctors will accept Medicaid coupons, 
60% will not: OB/GYN 6% will accept, 94% will not; Family 
Practice 27% will accept, 73% will not; internal 52% will 
accept, 48% will not; cardiology 100% will not accept; 
radiology 100% will accept. The chart clarifies the result, 
for example, cardiologists are not accepting Medicaid coupons, 
but they will accept as little as SI .00 per month as payment.

The survey clearly shows the existence of a problem for 
Medicaid recipients seeking medical care. The brunt of the prob­
lem falls on women and children, not only because fewer 
pediatricians, obstetricians and gynecologists accept Medicaid 
patients, but also because most Medicaid patients ore women 
and children. For example, in November 1979, 8,418 adults 
<vero eligible for Medicaid in Alaska; 6,193 of the total were 
women. The total number of Medicaid eligible children was 
9,998.

Thrre are no existing public facilities in Anchorage which 
provid-* prenatal car;. There are no OB/GYN’s in Anchorage 
who accapt new Medicaid recipients needing gynecological care

as patients; only one Anchorage OB/GYN will accept new 
Medicaid patients for obstetrical care. It has been suggested 
that those women in need of. and without access to, OB and/or 
GYN care elicit the assistance of a family practitioner. Pre­
sently 73% of the family practitioners will not accept coupons 
as the method of payment.

It has further been suggested thaf poor people use the 
emergency room as a recourse to health care. This is a non- 
solution; the function of an emergency room is crisis-oriented, 
it i6 not designed to provide on-going care. At Providence 
Hospital, business personnel estimate that up to 30% of the pa­
tients using the emergency room are Medicaid recipients. 
Reportedly, the number of recipients using the emergency 
room has incrementally increased as the number of doctors 
willing to accept coupons has decreased.

Physicians who have elected to exclude patients from hea.th 
care base their refusal on claims that they receive unsatis­
factory payment for their services from Medicaid and that the 
reimbursements they do receive »re untimely. It is also felt 
that the stHte require! excessive amount of paperwork
before eimbursements , approved. Doctors further claim
that they owe no ethical obligation to the poor.

Although the state has encountered numerous difficulties 
in making timely Medicaid payments, the recent implementation 
of a new computer system has succeeded in processing the 
vast majority of all pending claims.

Poor people, still waiting in long lines at the welfare of­
fice to procure Medicaid coupons, continue to lack accessible 
health care. As one recipient complained to a staff person at 
the welfare office, coupons in hand. “What am I supposed 
to do with these, if no doctors in town will take them?"

Availability of Health Care to Medicaid Recipients: 
Ja*r ,/Feb. 1980 Telephone Survey

I
Will accept all forms of pay­
ment including medicaid

- V . . i t .
II

Will rot accept new medicaid 
patients/info on established 
caseload n/a

III -
Will not accept new medicaid 
patients; but carries an estab­
lished medicaid caseload

IV
Not accepting any new patients

OB/GYN
E a s t b u r n ,  L y d i a

4 ' «. ' 1

Gills, R a y m o n d  E. 

Nist, R i c h a r d  

Ekvall, D a v i d  L. 

Ivy, W i l l i a m  1/ 

Ferucci, L e o n a r d  1/ 

Newton, B u r r i t  1/ 

Orren, J e r r y  

Wall n e r ,  C h a r l e s  

S t r ansky, G e o r g e  

Curtis, R i c h a r d

Ha n s o n ,  H e d r i c  

E rkman, Joh r  

Renn, C l a i r e  

Gi b s o n ,  S a m

Compt o n ,  Willia,r

'•* * VV- •

PEDIATRICS

Keller, R.

Tower, J o h n  C. 

Witt, M a r i a n  

Zartm a n ,  H a r v e y  P. 

Martin, S a r a h

L i l l i b r i d g e ,  C l i n t o n  

N esb i t t ,  J a m e s  Jr. 

Roberts, Dio n  

S c h r i e v e r ,  G e r r y  

Hatton, E l i z a b e t h  

P a t t e r s o n ,  J a m e s  

Larson, W i l l i a m  1/

Kiehl, P h y l l i s  

W a l l i n g t o n ,  J o a n n e



FAMILY PRACTICE
A g n e w ,  M a r k  

M y e r s ,  R o b e r t  C. 

S y d n a m ,  N a n c y  E. 2 /  

M a n w i l l e r ,  C h a r l e s  

Jones, W a r r e n  3/ 

B i l l i n g s ,  R o b e r t  

F e i r t a g ,  M a r y  

M a r t i n ,  A s a  
L i n d h a l ,  J a m e s  

S u t h e r l a n d ,  R i c h a r d

Arbow, D o n a l d  

Jones, L e l a n d  

Laufer, K e n n e t h  

K i e s s l i n g ,  B r u c e  

Taylor, R i c h a r d  

Cates, V e r n o n  

Romig, H o w a r d  C. 

Monlux, G e o r g e  
Mosley, C h a r l e s  

Persons, J e a n  C. 

J ack s o n ,  M a r c e l l  

Burgess, J o a n  

Bryan, H a r o l d  

Corm a c k ,  A l l a n  

Nolan, P a t r i c k  

Smith, J o h n  

C olyar, A. B. 1/ 

Morgan, R o y c e  1 /  

Olsen, H a r r y  1 /  

Lang, T h o m a s  1 /

St. John, C h a r l e s  

B osveld, R o b e r t  

F oland, M a r y  A n n  

Wieland, T y r o n

INTERNAL MEDICINE
Wa t s o n ,  III, J a m e s  

Webb, D a l e  4 /

Ames, J o h n  

Hemry, D a v i d  

Fish, W i n t h r o p  

Bu r t i s ,  B u f f i n g t o n  

S o n n e b o r n ,  D a v i d  

A r m s t r o n g ,  M i c h a e l  

Ragle, W i l l i a m  

W i l k i n s ,  R o b e r t  

A r c h e r ,  G a r y  

B e e c h m a n ,  S h e r m a n  

A u s t i n ,  S t a n l e y  

Stewa r t ,  G e o r g e

Behymer, G. W.

Steer, P a u l

Hall, R o b e r t

Peach, D a v i d

Morris, A n n

Morris, G e r a l d

P r i n c i v i l l e ,  T h o m a s

B l a n k i n s h i p ,  G i l b e r t  5/

W h a l e y ,  R o b e r t Buc h a n a n ,  R i c h a r d  

S c h l o s s t e i n ,  L e e  

B r o w n s b e r g e r , K e i t h  6/ 

Witt, R i c h a r d  6/ 

Wilson, R o d m a n  6/

RADIOLOGY
G i b b o n s ,  J o h n  

Hall, R a r d o l p h  

H e n d r i e s ,  Ze k e  

P i ster, J a m e s  

Coyle, M a u r i c e  J. 

K o ttra, J o h n  

S t e r n h a g e n ,  C h a r l e s

CARDIOLOGY
Baldauf, J a m e s  5/

Bustad, L e o  5/

Footnotes:
1/Cash only 
2/ I.imited amount
31 Will not tako coupons for O.B. care 
41 For cancor patients only
51 Will not occopt medicaid coupons: will accept minimal monthly 

cash payments (i.e.: SI.00/mo.)
61 Does have established medicaid caseload



H e a l t h  C a r e  L e g i s l a t i o n  

H C S  CS  S S  SB 227

H C S  CS SS  SB  2 2 7  "An A c t  r e l a t i n g  t o  t h e  h e a l t h  of  r e s i d e n t s  o f  t h e  

s t a t e "  is an o m n i b u s  h e a l t h  b i l l  e x t e n d i n g  h e a l t h  c o v e r a g e  t o  s e v e r a l  

n e w  g r o u p s  o f  p e o p l e  and e x p a n d i n g  the s c o p e  o f  c o v e r a g e  a v a i l a b l e .

* H I G H  R I S K  I N S U R A N C E  P O O L

P e o p l e  w h o  h a v e  h i g h  ris k  m e d i c a l  c o n d i t i o n s  o f t e n  are c o n s i d e r e d  

" u n i n s u r a b l e "  and c a n n o t  p u r c h a s e  c o m p r e h e n s i v e  h e a l t h  i n s u r a n c e .

S e c t i o n  one of  the b i l l  e s t a b l i s h e s  a h i g h  r i s k  i n s u r a n c e  po o l  to be  

a d m i n i s t e r e d  by  the largest c a r r i e r  in the state. P r e m i u m s  w o u l d  

b e  l i m i t e d  to r e a s o n a b l e  lev e l s  and the c a r r i e r  w o u l d  be a l l o w e d  to 

p a s s  e x c e s s  c l a i m s  losses fro m  this c o v e r a g e  on to the s t a t e  t h r o u g h  

the tax system.

* A L C O H O L I S M  C O V E R A G E  F O R  S T A T E  EMPLOYEE:;

M o d e l  b e n e f i t s  for c o v e r a g e  o f  a l c o h o l i s m ,  i n c l u d i n g  i n p a t i e n t  d e t o x i­

fi c a t i o n ,  i n p a t i e n t  t r e a t m e n t  and o u t p a t i e n t  t r e a t m e n t  a r e  a d d e d  t o  t h e  

s t a t e  e m p l o y e e s  h e a l t h  i n s u r a n c e  p l a n .  W h i l e  the o r i g i n a l  b i l l  m a n d a t e d  

t h e s e  b e n e f i t s  for all h e a l t h  i n s u r a n c e  p o l i c i e s ,  the H E S S  C o m m i t t e e  

s u b s t i t u t e  b i l l  w o u l d  f i e l d  t e s t  t h e s e  n e w  b e n e f i t s  on  s t a t e  e m p l o y e e s .

» M E D I C A I D  B Y  I N S U R A N C E  P O L I C I E S  O R  H E A L T H  S E R V I C E  C O N T R A C T S

S e c t i o n  e i g h t  of  t h e  b i l l  d i r e c t s  the c o m m i s s i o n e r  o f  H e a l t h  a n d  S o c i a l  

S e r v i c e s  t o  p r o v i d e  M e d i c a i d  c o v e r a g e  t h r o u g h  t h e  p u r c h a s e  o f  p r i v a t e  

h e a l t h  i n s u r a n c e  p o l i c i e s  or h e a l t h  s e r v i c e  c o n t r a c t s  on  b e h a l f  o f  

M e d i c a i d  r e c i p i e n t s ,  w h e n  thi s  is f o u n d  t o  b e  c o s t  e f f e c t i v e .

* R E L I E F  F O R  M E D I C A I D  P R O V I D E R S

T h e  b i l l  r e q u i r e s  t h a t  t h e  s t a t e  p a y  i n t e r e s t  a t  the r a t e  of o n e  

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

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

t h e m  t h r e e  m o n t h ?  o v e r d u e .  It a l s o  a l l o w s  the s t a t e  t o  m a k e  an  i n t e r i m

p a y m e n t  to  l a r g e  v o l u m e  M e d i c a i d  p r o v i d e r s  p r i o r  to b i l l i n g  a n d  p r o c e s s­

i n g  o f  the claims.

* E X P A N S I O N  O F  S E R V I C E S  A N D  E L I G I B L E  P E O P L E  C O V E R E D  U N D E R  M E D I C A I D

S e c t i o n s  n i n e  end ten o f  t h e  b i l l  e x p a n d  t h e  s t a t e ' s  M e d i c a i d  p r o g r a m  t o  

i n c l u d e  a l l  g r o u p s  and a l l  s e r v i c e s  for w h i c h  f e d e r a l  f u n d i n g  is a v a i l a b l e .  

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

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

t h e r a p y .

* C O V E R A G E  r JR T H E  M E D I C A L L Y  N E E D Y

S e c t i o n  e l e v e n  of  the b i l l  c r e a t e s  a n e w  p r o g r a m  of m e d i c a l  a s s i s t a n c e  

for w d i c a l l y  n e e d y  p e o p l e  u n d e r  t h e  s t a t e ' s  G e n e r a l  R e l i e f - M e d i c a l  

p r o g r a m .  The i n c o m e  t h r e s h o l d  f o r  e l i g i b i l i t y  is s e t  a t  1 5 0 %  of  t h e  

p o v e r t y  g u i d e l i n e  for A laska. P e o p l e  w h o s e  i n c o m e  e x c e e d s  t h a t  a m o u n t  

c a n  s t i l l  b e c o m e  e l i g i b l e  for a s s i s t a n c e  a f t e r  t h e y  s p e n d  t h e i r  " e x c e s s "  

i n c o m e  on m e d i c a l  bills.

» F I S C A L  I M P A C T

The f i s c a l  n o t e  for all t h e s e  p r o g r a m s  i n c l u d e s  a p p r o x i m a t e l y  $8 

m i l l i o n  f r o m  the G e n e r a l  fund, $23 t h o u s a n d  f r o m  o t h e r  s t a t e  f unds 

a n d  $8 m i l l i o n  in f e d e r a l  funds for FY81.



THELMA

BUCHHOLDT
A la s k a  ^ t a t e  ‘JCfitjislature

JHouse of l\eprcscntatiijrs 
HJxmcau, ,Ataska 99811

Hay 22, 1980

To: Representatives Gardiner, Meekins, McKinnon, Parker

From: Representative Thelma Buchholdt

Re: HCS CS SS SB 227 - Health Legislation

HCS CS SS SB 227, "An Act relating to the health of residents of the 

state," was passed out of the House HESS Ccxrmittee on Wednesday, May 21.

X am supplying you with a copy of the bill sunmary and the accompanying 

fiscal note. I am also enclosing a copy of the work draft that was 

passed out of Cocmittee. I expect that the final version of the bill 

will be printed this afternoon.

Very briefly, Section 1 of the bill establishes a carrier reinsurance 

pool which would make health insurance available at a reasonable premium 

to every resident and every enployer group in the state. This section 

of the bill is designed to pick up high-risk persons and other uninsurables 

in the state for whom health coverage is now unavailable.

Sections A through 7 of the bill comprise the original CS SS SB 227, 

sponsored by Senators Coletta, Hohman and Stimson, and require state 

enployee health insurance to include coverage for alcoholism and drug 

dependence.

Section 8 of the bill requires the Caimisssioner of Health and Social 

Services to provide services under medical assistance programs through 

health insurance policies or health service contracts when cost effective. 

The bill authorizes the Department to make interim peyments to providers 

who serve a large volume of state medical assistance clients. The bill 

also requires the state to pay interest to providers on overdue ..edical 

assistance bills.



Sections 9 and 10 of the bill expand the state's Medicaid program to 

include all services and eligibles qualifying for federal financial 

participation.

Finally, in Section 11, a medically needy program is established under 

the state General Relief program with an income standard set at 15C% 

of the poverty guideline. Persons whose income exceeds the standard 

become eligible when they spend their excess income on medical bills.

The fiscal note for the bill includes approximately $ 8 million from 

the state's General Funds, $ 22,800 frcm other state funds and ap­

proximately $ 8 million in federal funds.



H C S  C S S S  S B  2 2 7  ( H E S S )

B I L L  S U M M A R Y  

( r e v i s e d  5 / 2 1 / 8 0 )

T h e  b a s i c  c o n c e p t  o f  t h e  f i r s t  s e c t i o n  o f  t h e  b i l l  i s  t o  

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

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

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

w r i t i n g  r i s k .  T h i s  s e c t i o n  i s  m o d e l e d  a f t e r  C o n n e c t i c u t  l a w .

A S 2 1 . 5 0 . 0 1 0  E a c h  c a r r i e r  i n  t h e  s t a t e  w h i c h  o f f e r s  i n d i v i d u a l  

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

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

i s  n o t  e l i g i b l e  f o r  M e d i c a r e .  E a c h  c a r r i e r  i n  t h e  s t a t e  w h i c h

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

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

e m p l o y e r  o f  t h r e e  o r  m o r e  e m p l o y e e s .  T h e  r e q u i r e d  c o v e r a g e  

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

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

e x c e e d  t h e  a p p l i c a b l e  a s s o c i a t i o n  p r e m i u m .  T h e  b i l l  d o e s  n o t  

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

a n c e  n o r  d o e s  it  r e q u A . e  a c a r r i e r  t o  p r o v i d e  c o v e r a g e  t o  a 

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

A S 2 1 . 5 0 . 0 2 0  T h e  r e q u i r e d  c o m p r e h e n s i v e  h e a l t h  p l a n s  m u s t  

c o v e r  t h e  s e r v i c e s  i t e m i z e d .  A  c h o i c e  o f  $ 1 0 0 ,  $ 5 0 0 ,  o r  $ 1 0 0 0  

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

2 0 % .  T h e  s u m  o f  c o - p a y m e n t  a n d  d e d u c t i b l e s  m a y  n o t  e x c e e d  

$ 1 0 0 0  f o r  a n  i n d i v i d u a l  o r  $ 2 0 0 0  f o r  a f a m i l y  b e f o r e  b e n e f i t s

— ;---- ~ ”



a r e  p a i d  a t  1 0 0 % .  T h e  m a x i m u m  7 L f e t i m e  b e n e f i t s  l i m i t  m a y  

n o t  b e  l e s s  t h a n  $ 1 , 0 0 0 , 0 0 0 .  P r e - e x i s t i n g  c o n d i t i o n s  m a y  o n l y  

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

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

c o v e r a g e ,  b u t  i n  a n y  c a s e  m a y  n o t  b e  e x c l u d e d  f r o m  c o v e r a g e  

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

c u p a t i o n a l  i n j u r i e s ,  c o s m e t i c  t r e a t m e n t ,  c u s t o d i a l  c a r e ,  

s e r v i c e s  w h i c h  a r e  n o t  m e d i c a l l y  n e c e s s h r y ,  s e r v i c e s  w h i c h  

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

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

m u s t  a l s o  c o v e r  d e p e n d e n t s .

, A S 2 1 . 5 0 . 0 3 0  T h e  H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n  i s  e s t a b l i s h e d  •

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

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

a d d r e s s e s  i t e m i z e d  I s s u e s  a r e  b o t h  s u b j e c t  t o  a p p r o v a l  b y  t h e  

d i r e c t o r .  T h e  a u t h o r i t y  t o  i s s u e  h e a l t h  i n s u r a n c e ,  t o  e s t a b l i s h  

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

p o w e r s  a r e  g r a n t e d  t h e  a s s o c i a t i o n .

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

’ r. w h i c h  i t  e l e c t s  t o  h a v e  w r i t t e n  b y  o r  r e i n s u r e d  b y  t h e

a b  ' a t i o n .  I n d i v i d u a l  l i v e s  m a y  n o t  b e  s e l e c t e d  o u t  o f  a 

g r o u p  f o r  r e i n s u r a n c e .  P r e m i u m  r a t e s  m a y  n o t  b e  e x c e s s i v e ,  

i n a d e q u a t e ,  o r  u n f a i r l y  d i s c r i m i n a t o r y ,  n o r  m a y  t h e y  e x c e e d  

1 2 5 %  o f  r a t e s  f o r  s t a n d a r d  r i s k  g r o u p s .  A l l  r a t e s  a r e  p r o m u l ­

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

L o s s e s  o f  t h e  a s s o c a i t i o n  a r e  a s s e s s e d  t o  m e m b e r s .  M e m ­

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

_           —



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

i n c o m e  t a x .  I f  t h e  a s s e s s m e n t  e x c e e d s  t h e i r  t a x  l i a b i l i t y ,  

t h e  C o m m i s s i o n e r  o f  R e v e n u e  r e i m b u r s e s  t h e  c a r r i e r  f o r  t h e  

e x c e s s  l o s s .  P e r i o d i c  a u d i t s  a r e  r e q u i r e d .

A S 2 1 . 5 0 . 0 A 0  H o s p i t a l  o r  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 s  ( s u c h  

a s  B l u e  C r o s s )  a r e  g i v e n  t h e  o p t i o n  o f  p a r t i c i p a t i n g  i n  t h e  

H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n  o r  o f  s e t t i n g  u p  t h e i r  o w n  

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

a n d  s t a n d a r d s .

A S 2 1 . 5 0 . 0 5 0  T h e  r e g u l a t o r y  a n d  o v e r s i g h t  p o w e r s  a n d  a d m i n i s t r a t i v e  

d u t i e s  o f  t h e  d i r e c t o r  o f  i n s u r a n c e  a r e  e n u m e r a t e d .

A S 2 1 . 5 0 . 1 0 0  D e f i n i t i o n s

S e c t i o n s  2 a n d  3 a r e  t e c h n i c a l  a m e n d m e n t s  t o  o t h e r  c h a p t e r s  

o f  t h e  i n s u r a n c e  c o d e  t o  b r i n g  t h e m  i n  c o n f o r m i t y  w i t h  S e c t i o n  1.

S e c t i o n s  A t h r o u g h  7 o f  t h e  b i l l  a m e n d i n g  A S 3 9 . 3 0  c o m p r i s e  

t h e  o r i g i n a l  C S S S S B  2 2 7  a n d  r e q u i r e  s t a t e  e m p l o y e e  h e a l t h  

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

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

i n c l u d e  i n p a t i e n t  d e t o x i f i c a t i o n ,  i n p a t i e n t  t r e a t m e n t  a n d  

o u t p a t i e n t  t r e a t m e n t .  C o v e r a g e  m a y  n o t  e x c l u d e  d e p e n d e n t s  o r  

p r e - e x i s t i n g  a l c o h o l i s m  c o n d i t i o n s .



  =--------------------------------------------------------------

S e c t  i o n  8 o f  t h e  b i l l  a m e n d i n g  A S 4 7 . 0 5  r e q u i r e s  t h e  C o m m i s s i o n e r  

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

a s s i s t a n c e  p r o g r a m s  t h r o u g h  h e a l t h  i n s u r a n c e  p o l i c i e s  0 1  
h e a l t h  s e r v i c e  c o n t r a c t s  w h e n  t h i s  w o u l d  b e  c o s t  e f f e c t i v e .

I n  a s p e a r a t e  s e c t i o n ,  t h e  d e p a r t m e n t  i s  a u t h o r i z e d  t o  m a k e  

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

s t a t e  m e d i c a l  a s s i s t a n c e  c l i e n t s .  A n d  f i n a l l y ,  t h e  b i l l  r e q u i r e s  

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

s i s t a n c e  b i l l s  a t  t h e  r a t e  o f  o n e  p e r c e n t  p e r  m o n t h  af;.er 

3 0  d a y s  a n d  t w o  p e r c e n t  p e r  m o n t h  a f t e r  9 0  d a y s .

S e c t i o n s  9 a n d  10 e x p a n d  t h e  s t a t e ' s  M e d i c a i d  p r o g r a m  t o  

i n c l u d e  a l l  s e r v i c e s  a n d  e l i g i b l e s  q u a l i f y i n g  f o r  f e d e r a l  

f i n a n c i a l  p a r t i c i p a t i o n .

S e c t i o n  11 c r e a t e s  a m e d i c a l l y  n e e d y  p r o g r a m  u n d e r  t h e  s t a t e  

G e n e r a l  R e l i e f  p r o g r a m  w i t h  a n  i n c o m e  s t a n d a r d  a t  1 5 0 %  o f  

t h e  p o v e r t y  g u i d e l i n e .  P e r s o n s  w h o s e  i n c o m e  e x c e e d s  t h e  s t a n d a r d  

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

b i l l s  .



§ 1060.3-1
1 * 7  1C\

payments from public assistance, 
social security, unemployment and 
workmen's compensation, strike bene­
fits from union funds, veterans bene­
fits. training stipends, alimony, child 
support and military family allot­
ments or other regular support from 
an absent family member or someone 
not living in the household; govern­
ment employee pensions, private pen­
sions and regular insurance or annuity 
payments; and income from dividends, 
interest, rents, royalties or income 
from estates and trusts. For eligibility 
purposes, income does not refer to the 
following money receipts, any assets 
drawn down as withd; awtls from a 
bank, sale of property, house or car. 
tax refunds, gifts, one-time insurance 
payments or compensation for injury; 
also to be disregarded is non-cash 
income, such as the bonus value of 
food and fuel produced and consumed 
on farms and the imputed value of 
rent from owner-occupied farm or 
non-farm housing.

(2) A Farm  Residence. Is defined as 
any dwelling on a place of 10 acres or 
more with $50 or more annual sales of 
farm products raised there; or any 
place less than 10 acres having prod­
uct sales of $250 or more.

Poverty Income G i'W m n  for All 5«c>tJ A’osko <*4
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For each family unit with more than e 
members. add $1,370 for each additions 
member in a non-farm family and SI.160 for 
each additional member in a farm family.
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For family units with more than 6 mem­
bers. add $1,100 for cBch additional member 
In a non-farm family and !P30 for each addi­
tional member In a farm family.

Po»«rty Ouid/t.n tar A1

53,650
6,510
‘ 570
7.130

For family units with more than 6 ata- 
bers. add $1,250 for each additional membt- 
in a non-farm family and $1,070 for each aĵ  
ditional member in a farm family.
[44 FR  26476. M ay 7. 19791

Subpart 1C60.3— Limitation on Eene- 
fifs to These Volunfarlly Poor (CiK 
Iriiruction 6004-2 )

§ 1050.3-1 Applicability of this subpart
This subpart applies to all agencies 

receiving funds under Titles I-D, IL 
and III-B of the Economic Opportuni­
ty Act for programs administered by 
OFO in which income criteria are use: 
as admission standards (with the ex­
ception of Head S tart and Upward 
Bound programs).
(Sec 602. 78 Stat. 503; 42 C.S.C. 21-42)
134 FR 2419. Feb. 20. 1S-S9)

§ ll.PO.3-2 Policy.
(a) Section 611 of the Economic Op­

portunity Act provides as follows:
T he Director shall take such action a> 

msy be necessary to assure that, in dtter 
rr.lnir.g a persor's eligibility for b*r>ff:u 
under this Act on arcourt of his poverty 
such person will not be deemed to meet U.i 
poverty criteria If his Ir.rk o f inccmt r t f . 'u  
from his refusal, without good enure, tc sen 
o ; s cc .p t einp'ojm vnt commensurate w.'.S 
his health, i j i .  education, and ability.



MEDICAID OPTIONAL SERVICES--INCLUDING THOSE

NOT CURRENTLY C O V E R Fn BY THE

ALASKA M E D IC A ID  PROGRAM

The following is a list of all optional services under the Medicaid 

program. Optional services may be selected by the individual states for 

inclusion in their Medicaid program if a state decides to make those 

services available to all categories eligible for the basic. Medicaid

by a comparison of optional services that are offered in Alaska, Idaho, 

Oregon and Washington, the four states comprising federal Region X.

Those services covered in Alaska are indicated.

-  (1) Podiatrist services. Manipulation of the feet and treatment of

corns, bunions, callouses, etc., by a licensed podiatrist.

(2) Optometric services. Covered under Alaska Medicaid.

(3) Chiropractic services. Treatment by a licensed chiropractor 

limited to manual manipulation of the spine.

(4) Other practitioner services. Naturopaths, homeopaths, herbalists, 

faith healers.

(5) Private duty n u r s i n g . Care by a registered nurse or licensed 

practical nurse under a physician's supervision in home, hospital or nursing 

facility when a person requires exceptional individual and continuous care.

(6) Clinic services. Under the Alaska Medicaid program this is 

currently limited to state-operated and state-funded community mental 

health clinics. This option could also include such other services as 

health care clinics, alcoholism treatment centers, ambulatory surgical 

centers, and rural health care clinics. Rural health clinics are now 

a mandatory service pursuant to Public Law 9S-210.

coverage. A  brief description of each option is provided below followed
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  (7) Physical t h erapy. Physician-prescribed services provided by a

licensed or certified physical therapist (depending upon state licensing

procedures).

—  (S) Occupational t h erapy. Physician-prescribed services provided by a 

licensed or certified occupational therapist (depending upon state licensing 

procedure?).

(9) Services for s p eech, hearing, and language d i s o r d e r s . Included under 

the Alaska Medicaid program.

(10) Prescribed d r u g s . Covered by state-only General Relief Medical. Alaska 

is one of only two states without Medicaid coverage for this option.

(11) D entures■ Replacement of a full or partial set of teeth.

(12) P rosthetic d e v i c e s . Physician-prescribed replacement corrective 

or supportive t. vices that artificially replace a missing part of the 

body, to prevent deformity or malfunction, to support a weak or deformed 

portion of the body.

(13) Eyeglasses. Covered by Alaska Medicaid.

(14) Other diagnostic, screening,- preventive and rehabilitative s e r v i c e s . 

Identification of illness, injury or other he. *> 1th deviation; preventive

and rehabilitative services to restore patient to functional level.

(15) Services to individuals over 65 years of age in institutions for

tuberculosis. Facility providing services could be ICF, SNF or inpatient 

hcspital.

(16) Services to individuals over 65 years of age in institutions for 

mental diseases, (a) Inpatient psychiatric care for persons over 65 i: 

covered under the Alaska Medicaid program, (b) ICF and SNF care for

persons over 65 with mental diseases is not covered in Alaska. Under 

this provision, it would be possible to provide rursing care for persons 

with mental disabilities who may not otherwise qualify for nursing care 

due to a lack of physical health problems requiring nursing home care.

14



(17) Intermediate care facilities (ICF). Covered under the Alaska Medicaid 

program.

(18) Inpatient psychiatric services for persons under 22 years of age.

Covered by the Alaska Medicaid program.

(19) T r a n sportation. Covered under the Alaska Medicaid program.

(20) Services by Christian Science n u r s e s .

(21) Services by Christian Science S a natoria.

(22) Skilled nursing facility care (SNF) for persons under 21 years

of a g e . Covered by the Alaska Medicaid program.’

(23) Emergency hospital services. Covered under the Alaska Medicaid program.

(24) Dental services. Adult dental services are not covered by Medicaid

in Alaska.

(25) Personal care services. Physician-ordered services provided to a person 

in their home by a non-relative and supervised by a registered nurse.

•*“ (26) Intermediate care for the mentally retarded and persons with 

related conditions (ICF/MR). Covered under the Medicaid program in Alaska.

il'
15



OPTIONAL SERVICES

OPTIONAL SERVICES ALASKA IDAHO ORECON WASHINGTON

Podiatrist Services 

Optometric Services 

Chiropractic Services 

Other Practitioner Services 

Private Duty Nursing 

Clinic Services 

Physical Therapy 

Occupational Therapy 

Services for Speech, Hearing 5 

Language Disorders 
Prescribed Drugs 

Dentures

Prosthetic Devices 

Eyeglasses 

Other Services 

Diagnostic 

Screening 

Prevention 

Rehabilitation 

Services to Individuals Over 

6S in Institutions for T.B. 

Inpatient 

Skilled 

ICF

S e n  ~es to individuals Over oS in 

Ins tutiens for Mental Diseases 

inpatient 

Skilled 

ICF

Intermediate Care Facilities 

Inpatient Psychiatric Service., 

for Under 22 

Transportation

Services for Christian Science 

Nurses

Services for Christian Science 

Sanitoria - 
SNF for Under 21 

Emergency Hospital Services 

Dental t rvices 

Personal Care Services 

ICF/MR

No Yes Yes Yes

Yes Yes Yes Yes

No Yes Yes Yes

No No Yes Yes

No No Yes Yes

Yes • Yes . Yes tes

No Yes Yes Yes

No No No No

• Yes No No Yes

No Yes Yes Yes

No No Yes Yes

No No Yes Yes

Yes No Yes Yes

No No Yes Yes

No No No Yes

No No No Yes

No No Yes Yes

No No Yes Yes

No No Yes Yes

No No Yes Yes

Yes No Yes Yes

No No Yes Yes

No Yes Yes Yes

Yes Yes Yes Yes

Yes No Yes Yes

Yes Yes Yes Yes

No No No No

No No Yes No

Yes Yes Yes Ye;

Yes Yes Yes Yes

No No Yes Yes

No No No No

Yes Yes Yes Yes



JAYS. H A M M  OP' i O V E H H O H

D EPT. OF WEALTH AND SOCIAL SERVICES
OFFICE OF THE COMMISSIONER I  p o u c h  h  n -  j u h e a u  * $ i i

April 9, 1980

Ms. Thelma Buchholdt 
Chairperson, House HESS Conmittee 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811

Dear Ms. Buchholdt:

At the recent teleconference on House Bill 977, your Conmittee requested 
further information regarding the definition of the "other diagnostic, 
preventative, and rehabilitative services" option to the Medicaid program. 
The definition included in .federal Medicaid regulations for this option 
is as follows:

§440.130 Diagnostic, screening, preventive, and rehabilitative 
services.

(a) "Diagnostic services," except as otherwise provided under 
this subpart, includes any medical procedures or supplies recom­
mended by a physician or other licensed practitioner of the healing 
arts, within the scope of his practice under State law, to enable 
him to identify the existence, nature, or extent of illness, injury, 
or other health deviation in a recipient.

(b) "Screening services" means the use of standardized tests 
given under medical direction in the mass examination of a desig­
nated population to detect the existence of one or more particular 
diseases or health deviation or to identify for more definitive 
studies individuals suspected of having certain diseases.

(c) "Preventive services" means services provided by a 
physician or (ther licensed practitioner oT the healing arts within 
the scope of his practice under State law to--

(1) Prevent disease, disability, and other health 
conditions or their progression;

(2) Prolong life; and

(3) Promote physical and mental health and efficiency.

* V  *
D o c u m e n t#  68 80
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Honorable Thelma Buchholdt> • -2- April 9, 1980

(d) "Rehabilitative services," except as otherwise provided 
under this subpart, includes any medical or remedial services 
recommended by a physician or other licensed practitioner of the 
healing arts, within the scope of his practice under State law, for 
maximum reduction of physical or mental disability and restoration 
of a recipient to his best possible functional level.

As you can see the federal definition is quite general. The Medicaid 
program allows state flexibility to define optional services for oper­
ational purposes. Seven states currently have selected to include this 
service option in their Medicaid programs.,. These states have defined 
this option as follows: ,"*r

1. California - Rehabilitation center outpatient se"vices. Included
are physical, occupational, and speech therap> and audiology.
One visit in a six-month period is allowed, without prior 
authorization, for evaluation purposes and preparation of an 
extended treatment plan.. The treatment plan must be signed by 
a physician. Subsequent visits are subject to prior author­
ization. A maximum of 30 visits may be authorized at any one 
time. Authorizations are valid for up to 120 days.

2. Idaho - The following are the core medical rehabilitative services
provided on a statewide basis through facilities comparable to 
adult/child development centers: medical/social and psycho­
logical evaluations, speech and hearing evaluations, psycho­
logical therapy, patient centered psychological consultation, 
speech therapy, and patient centered psychological consulta­
tion, speech therapy, and patient centered development deficiency 
services related to particular diseases or health deviations.

3. Nevada - Limited to inhalation therapy prescribed by a physician
and provided by a Certified Respiratory Therapist subject to 
the same limits that apply for Medicare. Prior authorization 
by the Medical Care Section is required.

4. North Carolina - Limited to diagnostic, preventive, and reha­
bilitative services when provided by mental health centers.

5. Oklahoma - Limited to blood. For inpatients, payment is made
to blood banks for blood and blood fractions when the cost of 
blood is not included in the hospital per diem cost. For 
outpatients, payment is made for blood and blood fractions on 
behalf of an eligible recipient who is suffering from a con­
genital or acquired disease of the blood which requires the 
use of blood or blood fractions. Specifically eliminated is 
gammaglobulin, both the pooled and specific types. Payment 
may be made to physicians, clinics, out-patient hospitals or 
blood banks. Blood claims are screened through the computer 
stream against eligibility files to assure that no payment is 
made beyond the scope of the program.
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6. Wisconsin - Includes psychotherapy provided or supervised by a
psychiatrist or psychologist in the provider's office, the 
outpatient office of a hospital, an outpatient facility, a 
nursing home,1 a licensed child-caring institution, a school, 
or the recipient's home or foster home. A diagnostic exami­
nation and a physician's written prescription for therapy must 
be furnished before therapy is begun (a prescription is not 
needed for emergency treatment but must be obtained within 48 
hours). Prior authorization is required for all therapy.

7. Washington - Diagnostic services ■> covered as needed and approved.
Preventive services - (a) Rrbies^shots; (b) Fluoride painting; 
and (c) Immunizations when not otherwise available. Rehabil­
itative services - (a) Physical medicine and rehabilitation as 
requested and approved; (b) Alcohol detoxification limited to 
3 days in certified facilities which may be within the physical 
location of a general hospital - however, narcotic detoxifica­
tion is not covered; (c)■Chemotherapy and consultation for 
drug addiction are provided in clinics approved to provide to 
services; and (d) Adult Day Health Care as provided and 
periodically reviewed.

I hope this clarifies your cone e m s . Alaska, if it choses to add this 
option, could define the option in a similar ways to those noted above, 
subject to federal approval in order to be eligible for federal financial 
participation.

Tf you have additional questions on this matter, please do not hesitate 
to contact the department at 465-3030.

Sincerely,

Deborah E. Behr
Special Assistant to 

the Commissioner



Alaska jltafe l̂egtslafanre 
p r a i s e

J U N E A U  A L A S K A

To: Representative Thelma Buchholdt
Chair, House HESS

From: Jan Sorice, A.A.

Re: CSSSSB 227

Section One of CSSSSB 227,which creates a Health Reinsurance 

Association of all carriers in the state, is based on Connecticut's 

Health Care Act of 1975. Travelers Insurance Company is the ad­

ministering carrier for Connecticut's Health Reinsurance Asso­

ciation.

According to Tim Lyons of Travelers Insurance Company in 

Connecticut, the law serves a positive public purpose and 

does not impose an unreasonable

burden on the carriers. The law offers comprehensive health 

insurance coverage to any resident of the state and any employer 

group. In addition to providing coverage for high health risk 

peop who are uninsurable under standard policies, the state 

comprehensive health care plan provides coverage to people who 

are temporarily lacking coverage, such as a person who is in 

between jobs and temporarily not eligible for group coverage, 

and provides many young, low-risk people an attractive health 

coverage plan at very modest premiums as well. Except for a

H 10



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

h e a l t h  i n s u r a n c e  p l a n s ,  t h e  c a r r i e r s  a c t  as a g e n t s  to s e l l  

t h e  c o m p r e h e n s i v e  h e a l t h  p l a n s  w r i t t e n  b y  t h e  H e a l t h  R e i n ­

s u r a n c e  A s s o c i a t i o n .

Mr. L y o n s  f o u n d  n o  l e g a l  o r  a d m i n i s t r a t i v e  p r o b l e m s  w i t h  

t h e  law, t h o u g h  h e  f e e l s  t h a t  it w o u l d  b e  p r e f e r a b l e  to h a v e  

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

s u r a n c e  c a r r i e r s  a n d  a n o t h e r  f o r  h o s p i t a l / 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 s  ( B l u e  C r o s s  a n d  B l u e  S h i e l d ,  p r e d o m i n a t e l y ) .

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

s h a r i n g  o f  t h e  c o s t s  o f  h i g h  r i s k  c o v e r a g e  a m o n g  a l l  c a r r i e r s  

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

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

H e a l t h  R e i n s u r a n c e  A s s o c a i t i o n ,  b u t  i n s t e a d  c h o o s e s  to o p e r a t e  

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

c o m p r e h e n s i v e  h e a l t h  p l a n  as m a n d a t e d  b y  t h e  law. B l u e  C r o s s '  

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

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

p l a n  o f f e r e d  b y  t h e  H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n .  B l u e  C r o s s  

p r e f e r s  to o p e r a t e  a s e p a r a t e  p r o g r a m  b e c a u s e  as a n o n - p r o f i t  

h o s p i t a l / 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 ,  t h e y  r u n  t h e i r  b u s i n e s s  

a l i t t l e  d i f f e r e n t l y  t h a n  i n s u r a n c e  c o m p a n i e s  do. J o e  

K a l u z y n s k i ,  D i r e c t o r  o f  M a r k e t  R e s e a r c h  a n d  P r o d u c L  D e v e l o p m e n t  

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

in t h e  law.

k



Neither Mr. Kaluzynski nor Mr. Lyons saw any potential 

problems generated by the fact that most carriers operating 

in Alaska are not located here. Only one carrier in each 

association, the administering carrier, needs to have regular 

contact with the State or its residents.



A C O M P A R I S O N  O F  B E N E F I T S  U N D E R H B  9771 •'
A N D T H R E E  O T H E R  C O M P R E H E N S I V E  H E A L T H  P L A N S

I B e n e f i t S t a t e  E m p l o y e e s  B l u e  

C r o s s  P l a n

A l a s k a  #2 Q u a l i f i e d  
P l a n  (HB 977)

M i n n e  jta #2 
Q u a l i f i e d  P l a n

C o n n e c t i c u t  M i d d l e  j 
O p t i o n  P l a n  i

j d e d u c t i b l e $ 5 0 / p e r s o n ;  $ 1 5 0 / f a m i l y $ 5 0 0 / p e r s o n ;  $ 1 5 0 0 / f a m i l y $ 5 0 0 / p e r s o n $ 5 0 0 / p e r s o n  j

l c o - p a y m e n t 10% 20% 20% 2 0 %

| o u t - o f - p o c k e t  
j l i m i t

$ 2 0 0 0 $ 3 0 0 0 $ 3 0 0 0 $ 1 0 0 0 / p e r s o n ;  $ 2 0 0 0 /
f a m i l y  j

j m a x i m u m  l i f e t i m e  

b e n e f i t
$ 2 5 0 , 0 0 0 $ 2 5 0 , 0 0 0 $ 2 5 0 , 0 0 0 $ 1 , 0 0 0 , 0 0 0  i

j p r e - e x i s t i n g  

- c o n d i t i o n s  l i m i t m a x i m u m  b e n e f i t  l i m i t e d  
d u r i n g  1 s t  y e a r  o f  p l a n  

c o v e r a g e  t o  $ 1 0 0 0  f o r  
a n y  p r e - e x i s t i n g  c o n d i­

t i o n  w h i c h  w a s  t r e a t e d  
d u r i n g  t h e  3 m o n t h s  

p r i o r  t o  e n r o l l m e n t  in 
t h e  p l a n

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

t r e a t e d  i n  t h e  6 m o n t h s  

p r i o r  t o  e n r o l l m e n t  e x ­
c l u d e d  f r o m  c o v e r a g e  f o r  | 

o n e  y e a r  j

fee b a s i s u s u a l ,  c u s t o m a r y  a n d  

r e a s o n a b l e  c h a r g e s

u s u a l  a n d  c u s t o m a r y  

c h a r g e s

u s u a l  a n d  c u s t o m a r y  

c h a r g e s
m a y  n o t  e x c e e d  r e a s o n a b l e  
c h a r g e s  o r  r a t e s  a p p r o v e d  

b y  t h e  c o m m i s s i o n  o n  j 
h o s p i t a l  a n d  h e a l t h  c a r e  ;

C O V E R E D  S E R V I C E S :

h o s p i t a l  s e r v i c e s y e s y e s y e s y e s  |

p h y s i c i a n

s e r v i c e s
c a r e  r e n d e r e d  b y  M . D . ,  c a r e  r e n d e r e d  b y  o r  

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

o r  C h r i s t i a n  S c i e n c e  
p r a c t i t i o n e r

c a r e  r e n d e r e d  b y  o r  

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

p r o f e s s i o n a l  s e r v i c e s  j 
r e n d e r e d  b y  a n  M . D . ,  j 
o s t e o p a t h ,  c h i r o p r a c t o r ,  j 
p o d i a t r i s t ,  p s y c h o l o g i s t  f 
o r  n a t u r o p a t h  \

j p r i v a t e  d u t y  

1 n u r s i n g
R N  s e r v i c e s  a t  t h e  

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

p r o f e s s i o n a l  s e r v i c e s  

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

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

p r o f e s s i o n a l  s e r v i c e s  ( 
r e n d e r e d  b y  a r e g i s t e r e d  | 

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

o f  a p h y s i c i a n  |
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Prescription
drugs

radiation

x-ray & 
lab exams

oxygen

anesthetic

prostheses

medical
supplies

p r e g n a n c y  & 

c h i l d b i r t h

t r a v e l

a l c o h o l ! j n  
trr .tment

m e n t a l  & n e r v o u s  
d i s o r d e r s

y e s

y e s

y e s

y e s

y e s

y e s

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

p l a s m a

y e s

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

y e s

y e s

y e s

y e s

y e s

y e s

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

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

y e s

m e d i c a l l y  n e c e s s a r y  

t r a n s p o r t a t i o n

ye s ,  o n  i n p a t i e n t  y e s
b a s i s ,  e x c e p t  l i m i t e d
t o  $ 1 0 0 0  m a x i m u m  if

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

50% c o v e r a g e  u p  t o
$ 2 5 0 0  m a x i m u m  p e r  ______

y e a r  w h e n  r e n d e r e d  
b y  a n d  M . D . , D . O . , 
o r  l i c e n s e d  p s y c h o l o ­
g i s t

M i n n e s o t a  #2
Q u a l i f i e d  P l a n

C o n n e c t i c u t  M i d d l e
O p t i o n  P l a n

y e s

y e s

y e s

y e s

y e s

y e s

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

e q u i p m e n t

y e s

a m b u l a n c e  t o  n e a r e s t  

f a c i l i t y  & m i l e a g e  
r a t e  t o  k i d n e y  d i a l y s i s  

t r e a t m e n t  c e n t e r

y e s ( r e q u i r e d  b y  l a w  

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

y e s

y e s

y e s

y e s

y e s

y e s

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

d u r a b l e  m e d i c a l  

e q u i p m e n t

$ 2 5 0  l i m i t  e x c e p t  
f o r  c o m p l i c a t i o n s

a m b u l a n c e  t o  n e a r e s t  

f a c i l i t y

y e s

50% c o v e r a g e
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N u r s i n g  h o m e

h o m e  h e a l t h  

c a r e

o r a l  s u r g e r y  

p h y s i c a l  t h e r a p i s t  

w e l l  b a b y  c a r e

p h y s i c a l  e x a m s

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

d e n t a l  c a r e

v i s i o n  & 
o p t i c a l

a u d i o

m e d i c a l
s o c i a l  s e r v i c e s

1 2 0  d a y s  m a x i m u m  if 
b e g u n  w i t h i n  14 d a y s  

o f  a h o s p i t a l  s t a y  o f  
a t  l e a s t  3 d a y s

u p  t o  1 8 0  v i s i t s / y e a r

y e s  y e s

  y e s

  y e s ,  s u b j e c t  t o  d e ­
d u c t i b l e s ,  c o i n s u r a n c e  
a n d  l i m i t s

y e s ,  s u b j e c t  to a p ­
p l i c a b l e  d e d u c t i b ?  s 

c o i n s u r a n c e  a n d  l-.iii.ts

y e s ,  s u b j e c t  t o  c o -  
i n s u r a n c e ,  d e d u c t i b l e s  

& l i m i t s

70 - 1 0 0 %  c o v e r a g e  _______
u p  t o  a m a x i m u m  
o f  $ 1 0 0 0  p e r  y e a r

90% c o v e r a g e  f o r  ________
1 e x a m  a n d  1 s e t  
o f  l e n s e s / y e a r

8 0 %  c o v e r a g e  u p  t o  ________
$ 4 0 0  o v e r  3 y e a r s

M i n n e s o t a  #2
Q u a l i f i e d  P l a n

C o n n e c t i c u t
O p t i o n  P l a n

M i d d l e

1 2 0  d a y s  m a x i m u m  if 
it w o u l d  q u a l i f y  

u n d e r  M e d i c a r e

i f  i t  w o u l d  q u a l i f y  
u n d e r  M e d i c a r e

y e s

y e s

e f f e c t i v e  J u l y  1, 1 9 8 0

1 2 0  d a y s  m a x i m u m  if 
b e g u n  w:' :-.hin 14 d a y s  o f  

a h o s p i t a l  s t a y  o f  a t  

l e a s t  3 d a y s

u p  t o  .180 v i s i t s / y e a r

y e s

y e s

e f f e c t i v e  J u l y  1, 1 9 8 2

e f f e c t i v e  J u l y  1, 1 9 8 2

$ 2 0 0  l i m i t
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M i n n e s o t a  #2
Q u a l i f i e d  P l a n

C o n n e c t i c u t  M i d d l e
O p t i o n  P l a n

c o n v e r s i o n
p r i v i l e g e s

y e s y e s y e s y e s

d e p e n d e n t
c o v e r a g e

s p o u s e ,  d e p e n d e n t  

c h i l d r e n  u n d e r  23, 
d i s a b l e d  c h i l d r e n  

o f  a n y  a g e  w h o  a r e  
f i n a n c i a l l y  d e p e n ­

d e n t

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

18, c h i l d r e n  u n d e r  25 
w h o  a r e  s t u d e n t s  a n d  

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

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

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

19, c h i l d r e n  u n d e r  25 
w h o  a r e  s t u d e n t s  a n d  

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

n o t  s p e c i f i e d

.



"  AN ACT RE LA T IN G  TO INSURANCE FOR ALCOHOLISM AND DRUG DEPENDENCE"

T H I S  B I L L  MAKES I T  REQUIRED FOR GROUP INSURANCE P O L I C I E S  TO PROVIDE 

COVERAGE FOR ALCOHOLISM AND DRUG DEPENDENCE. THE MINIMUM REQUIREMENTS 

FOR T H I S  COVERAGE AP.E D E SC R IB E D  IN  THE B I L L  AND IN CLU DE:

1 .  1 4  DAYS O F IN P A T IE N T  D E T O X IF IC A T IO N  CARE PE R  YEAR

2 .  30  DAYS OF IN P A T IE N T  TREATMEN1 PER YEAR

3 .  30  V I S I T S  OF O U TPA TIEN T TREATMENT PE R  YEAR

ALL OF THF ABOVE MINIMUM REQUIREMENTS AS OU TLIN ED IN  THE B I L L  ARE

TO BE A D M IN IST E R E D  IN  A /O F  BY At

1 .  STATE APPROVED TREATMENT F A C IL IT Y

2 .  L IC E N S E D  H O S P IT A L

3 .  L IC E N S E D  P H . S I C l A N

4 .  STATE C E R T I F I E D  PR O FESSIO N A L SUBSTANCE ABUSE COUNSELOR

THE INSURANCE AS REQUIRED BY T H I S  B I L L  WOULD INCLUDE B E N E F IT S  FOP.

DEPENDENTS REGARDLESS OF A G E ,S E X  OR STATE OF I L L N E S S .

H O S P IT A L  MEDICAL S E R V IC E  CORPORATIONS I E .  BLUE CROSS (T H E  LARGEST

INSURANCE COMPANY WITH A L A SK A ) ARE REQUIRED BY T H IS  B I L L  TO INCLUDE 

ALCOHOLISM AND DRUG DEPENDENCE INSURANCE.

a* 3



T H IS  B I L L  INSURES THAT ALL PERSONS COVERED BY A GROUP INSURANCE 

PO L IC Y  ARE COVERED FOR ALCOHOLISM AND DRUG DEPENDENCE WHETHER OR 

NOT S P E C I F I E D  IN  THE P O L IC Y .  (T H E  REASONING FOR T H I S  I S  THAT SOME 

P O L I C I E S  O R IG IN A T E  OUT OF STATE THERFORE THE PO L IC Y  MIGHT NOT S P E C IF Y  

ALCOHOLISM AND DRUG DEPENDENCE COVERAGE, SO T H I S  WOULD CHANGE THE 

LAW MAKING I T  AUTOMATIC FOR ALASKAN EMPLOYEES COVERED BY IN S U R A N C E .)

C S S S S B  227 PROV IDES FOR AN E F F E C T IV E  DATE OF NOVEMBER 1,1979 IN 

ORDER FOR INSURANCE COMPANIES TO COMPLY WITH THE NEW L E G IS L A T IO N .



SECTION ANALYSIS SS f o r  SB 227 FROM THE DIVIS ION OF INSURANCE

Sec  1 AS 21.42
Requ ires  t h a t  a l l  group h e a l th  in su ran ce  p o l i c i e s  i s s u ed  by 

i n su ran ce  companies and a l l  s e r v i c e  or indemnity  type c o n t r a c t s  i s s u ed  
by n o n - p r o f i t  c o r p o r a t i o n s  such as Blue C r o s s ,  p ro v id e  as a minimum, 
s p e c i f i e d  cove rage s  r e l a t e d  to a l c o h o l i sm  and drug dependence .

COVERAGES are :
A. no t  l e s s  than 14 days d e t o x i f i c a t i o n  b e n e f i t  a t  a r a te  
equa l  to  o th e r  b e n e f i t s  prov ided  in  tne p o l i c y .
B. no t  l e s s  than 30 days i n p a t i e n t  treatment  b e n e f i t
C. no t  l e s s  than 30 v i s i t s  to  s p e c i f i e d  o u t p a t i e n t  treatment 
f a c i l i t i e s .

A l c o h o l i sm  and drug dependence coverage  i s  to  be p rov id ed  f o r  a l l  
persons  covered  under the group p o l i c y  w i t h ou t  regard  to  a g e ,  sex ,  
s t a t e  o f  i l l n e s s ,  or  p r e - e x i s t i n g ' c o n d i t i o n .

S e c t i o n  1 a l s o  p rov id e s  key d e f i n i t i o n s  o f  a l c o h o l i sm  and drug 
dependence .

S e c t i o n  2 Amends AS 21.87.347 to  prov ide  th a t  H o sp i t a l  Med ica l  S e r v i c e  
C o r p o r a t i o n s  i e .  Blue C r o s s ,  are a l s o  s u b j e c t  to the p r o v i s i o n s  o f  
AS 21.42 as c r e a ted  by t h i s  b i l l .

S e c t i o n  3 S p e c i f i e s  th a t  coverage  for  a l c o h o l i sm  and drug dependence 
s h a l l  a u t om a t i c a l l y  app ly  to  a l l  persons covered  by a group p o l i c y  
i s s u ed  f o r  d e l i v e r y ,  d e l i v e r e d  or renewed in  ti i s  s t a t e  a f t e r  the 
e f f e c t i v e  date  o f  the a c t ;  whether the p o l i c y  wording s p e c i f i c a l l y  
p rov id e s  c overage  or not.

S e c t i o n  4 P rov ide s  f o r  an e f f e c t i v e  date  o f  November 1, 1979 in  
order  f o r  in su ran ce  companies to amend p o l i c i e s  and a d j u s t  
r a t e s  p r i o r  to  the e f f e c t i v e  da te .



of the

H E A L T H  I N S U R A N C E  A S S O C I A T I O N  O F  A M E R I C A  
C O N C E R N I N G  P R O P O S E D  

A L A S K A  C O M P R E H E N S I V E  H E A L T H  C A R E  P L A N  
(Ktts-z CS  for C S  for SS for S B .  227)

Th e  Health Insurance As^oc/atioc. of America (HIAA) is a trade association of 
3' I in~-±ri.Tĵ c companies which -write about 85% of the health insurance written 
by insurance companies in the United States.

Section 1 of the proposes House Committee Substitute for this bill, no w  being 
considered by the House Health, Education and Social Service8 Committee, 
c-'.vJd estafciish a comprehensivc health care plan, and would require health 
.X'Surors to participate in it. Ou r  comments will be primarily directed to 
Section l.

G E N E R A L  P L A N  O F  5 E C T I O N  I

T b C  hiric idea of Section I is to establish a pool to n » k «  thr«« specified plans 
S.. niajor medical insurance available to Alaska residents, under age 65, who 

uniosurable ct are otherwise high ricks for such coverage wher, furnished 
&■ individual insurers. Pooling of high-risk insureds m a k e s  the financial 
'"c.Sources of all health insurers available to cover the large claim payments 

r '■-? must be made.

SeC.autfe major medical insur* ce, with its broad coverage and high m a x i m  W  

be Qtfrits, is costly anyway -- and even more so for high-risk Insureds —  

Section 1 also Hr lit* the p r e m i u m  rates that can be charged for the three m *  j .• 
soedlc&l plans to amounts that are less than are needed to pay claim a and 
irt-rjinistcr the program, and the State eventually pays the difference by mcatnT 
Z-t 3. tax offset.£A State subsidy is available to certain smrll employers to 
be ip t h e m  pay for one of the three plans of major medical insurance for the;.* 
employee s^j

All health i n s u r e r s  (including self-insurers) would be required to be m e m b o  
cf the Association which operates the pooled buaiaees, and to share in tbs 

losses, with one execution. Blue Cross - Blue Shield could establish its o w  
separate pool, or could provide the three plans without participating in a p©C>l

Section 1 is an altered version of an existing Connecticut law, and the sub*if >| 
for small employers is an idea, adapted from an testing Hawaii law.

G E N E R A  5 C O M M E N T S

Going to the Connccricut law for £ L  snce results in a m u c h  better plan t 
in H. B. 977. The Connecticut Lo ^.nUke the Minnesota, law os which I



(2)

is based, has not been a subject of great controversy or Constitutional 
challenge. It is, on the whole, a very workable law for that State. T o  be 

sure, it needs some alterations based on experience with it, and s o m e  additional 
ones if it i2 to be adapted for AJaska.

Before getting to that, it seems to us that the Alaska legislature should be 
asking, and getting answer* to, s o m e  important -questions:

(1) Is there a need for such a p r o g r a m  in Alaska?

(2) H o w  m a n y  Alaska residents can w e  expect to benefit from it?
(3) H o w  m u c h  will it cost?
(4) A r e  the anticipated coats worth paying in view of the anticipated benefits?
(51 Would  such a program work in Alaska?

These s a m e  questions should be asked and answered about any proposed health 
insurance program, whether it be patterned after the Connecticut law or the 
Minnesota law, or whe.ber it is something untried elsewherc-

Wliat you. need. w i think, is to have a thorough study m a d e  by a firm of consult­

ing actuaries that aas sufficient knowledge about State health insurance plans and 
access to sufficient Alaska claims data. This would be advisable for any State 

contemplating a program, and particularly so for Alaska which is so different 

f r o m  other States. A m o n g  other things are Alaska’s -vast area, small population, 
comparatively younger (and probably healthier) residents, and a large proportion 
of residents already covered by government health care plans.

Lacking such a study, we can only m a k e  some guesses.

Let's go to question (2), and see what we can guess from experience elsewhere 
about h o w  m a n y  Alaskans who are high risks for major medical insurance m i g h t  
b e c o m e  insured under such a program. The answer to this will have s o m e  

bearing on the answers to questions (1) and (4).

In Connecticut, the two rool* (one "pool" operated b y  Blue Cross - Blue Shield, 
the other b y  insurance companies) together cover 9,680 people, which is about 
35 ten-thousandths (.0035) of the under-age-65, civilian, noninstitutionalized 

population of about 2,746 , 000 people. But a large majority of the people 
covered b y  the pools consists of standard risks, who could get coverage without 
the program. This is primarily because Blue Cross - Blue Shield puts ail of 
its non-group insureds, both standard ar,d high-risk individuals, into Its pool.

So the Connecticut figures are not m u c h  help to us.

In Minnesota, the Association (pool) has 1,465 policies in force for people under 
age 65. "While the records do net indicate numbers of people covered, the great 

bulk of the policies cover only one perscn each. W e  estimate that the pool covers
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1 * 7£'8 people, which is about 5 tea-thousandths (.0005) at the undcr-*.gc-to, 
civilian, noninstitutionalined population of about 3,493,000 people. This 
enrollment was achieved only after a major, intensive publicity effort 

participated in by the Association and hospitals and other health, care providers. 

Unlike Connecticut, only high-risk individuals are included in this figure*

Applying these Minnesota results to toe estimated 395, 000 oncer 
civilian, nonlnstitutionaliced Alaska population, we would 
pool for high-risk individuals to cover somewhat un&er 200 
S o m e  downward adjustment should be ;nade for Alaska’s comparatively younger 
and (at least partly for that reason) healthier population, and f o r  the  c o m p a r a ­
tively l a r g e r  proportion oi native Alaskans c o v e r e d  under government health 
c^rc p r c i i i a»

It should be kept in mind tha t a wide range of major medical insurance plans 
(including high-maximum plans) iB already available from insurers to groups, 
and to standard and m a n y  substandard risk individuals, at prem' /n ratee that 
are lower than those to be charged by the pool, And Medicare, fcdicaid, the 

Alaska catastrophic illness program, and other government pr ,rams provide 
coverage for m any Alaskan*. ,

The small number of people who can be expected to c o m e  into the pool is deter­
mined by a number of factors, including the small n u m b e r  of uninsurable*, the 
inability of m a n y  to pay the costa of major medical insurance, the n u m b e r  of 

• - people already covered under maj o r  medical plans, and the nu m b e r  of people 
covered under other government programs*

C O S T  O F  P R O J R A M

T he Alaska Insurance Department has already given you an estimate of th e ir  
anticipated cost?, initially $250,000 per yc*r wc understand.

\ In 5ection 1, proposed A $  Sec* 21. 50.090 provides for tba S*.to to aid rmall j 
employers In paying p r e m i u m *  for health insurance coverage for employees and 
their dependents. W e  do not have any estimate of what this r* ay cost the State, 
but think that the costs m a y  be quite substantial.

In addition, th e re  would be a c o s t  to the State due to the tax offset (or payment 
by the State to ’ihe carrier) for lo**e* due to costs of the p r o gram which exceed 
the p r e m i u m s  on business written by the pool. The M in n eso ta ,  program lost 

Cjl: 3^° $-br©O0Tt)O'Q in 1979# using the s a m e  limitation on p r e m i u m  rates that is in t h e  
p r o p o s e d  Alaska program. With only 10% or 11% a* m a n y  insureds, but with 
considerable higher p e r  person administrative costs, losses under the Alaska 
p r o g r a m  might initially be $200,000, perhaps somewhat less but poscib 
considerably more -- the latter If a home office type operation m -  m  eta blis tied 

in Alaska, since no major health insurance writer Has ita h o m e  office in Alaska. 
Without a proper actuarial study, w= cannot predict the r~ncc of this cost.
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In a d d i t io n ,  insurers •will incur s o m e  costs for c o m p l i a n c e  wi t h  the law. T h e  

a m o u n t  is u n k n o w n ,  out it will eventually b e  paid b y  A l a s k a  p o l i c yholders ?.nd 

insureds.

C O S T S  T O  E M P L O Y E R S
—

Proposed AS Sec. 21.50.080 would require all group "health policies'1 delvered or 
rcuiev :d in Alaska. to contain the provisions called for in proposed AS Sec- 21.50. 
030(b). Those provisions deal principally with: (1) continuation of coverage under 
the group policy in specified circumstances for employees and/or dependents whose 
coverage would otherwise terminate; and (2) including a conversion to an individual 
policy, with benefits and terms at iesst as good as a comprehensive plan, when 

^Cove r a g e  Under Lhe g ro u p  plan term inates.

Both proposed sections need c a r e fu l  redrafting in order not to interfere more than 
:s intended with eligibility provisions of group p o b -!es, and to limit the conversion 
privilege So that it applies to Lhe proper kinds of ejrOUp policies and does not allow 
duplicate conversions.

After redrafting, the provisions should be considered in an actuarial study to 
determine the costs they will add to group plans, so that the Committee may con­
sider whether it is avisable to add such cost burdens to employers who furnish 
health insurance coverage to employees under group policies or contracts.

P R E M I U M  R A T E S

A n  actuarial study is needed to determine the approximate p r e m i u m  r*tea that 

the pool will charge initially for coverage. Thia is essential if you are to 
m a k e  an informed, intelligent decision on the kinds of benefits and the amount* 
of benefits, including the deductibles, to be provided in the three plans.
Section 1 cf the proposed a m e n d m e n t  already makes s o m e  changes in benefit* 

f r o m  those provided under the Connecticut law. I do not know wnat reasons 
w e r e  involved in making the changes, but they have a significant effect on 
p r e m i u m  rates.

The decrease in the low option deductible to $100 frond $200 will increase the 

p r e m i u m  rate for that plan by roughly 10%- The increase in the high option 
deductible to $1, 000 from $750 will decrease the p r e m i u m  rate for that plan 
by roughly 7-1/2%. Removing Connecticut's $250 limit (and applying no limit) 
to the normal maternity benefit will increase the p r e m i u m  r*-te of all three 

plans for w o m e n  of child-bearing age, by roughly 5% to 10%.

It s e e m s  to m e  tu-*t wc should be looking fc ways to lower p r e m i u m  _&£es, by 
decreasing some benefits, rather than for ways to increase them. W e  dc not 
want to price the plans so high that even fewer people -will be able tc afford

them.



Health insurance premium rites are already higher lor Alaska residents because 
of the higher health care cost*? in Alaska. And health ca-re coats are rising at a- 
rapid rate generally. T e  know, for example, that the insurance company pool in 
Connecticut is about to raise its rates by 2 0%. IVe know that health care costa in 
A n c h o r a ge are aL.mt 35 %  higher than in Hartford, Connecticut.

W h e n  a small sampling cf Conncctir-ut rates for just two age group a La roughly 
adjusted to account for the changes inthe plana and to guess at what the pool rates 
might today bo for Anchorage residents, and s o m e  of t h e m  indicate an annual rate, 
for one adult, of as m u c h  as $1, 100, 51, 300, or $1, 500, I worry. And whatever 
the rates are now, they n a y  have to be 15% or more higher by the time the program 

can be put into effect.

After you have a proper actuarial study, you should consider what benefits the 

three plans should offer.

O T H E R  C O N S I D E R A T I O N S

1. The size of Alaska, and the distribution of its population over $o large an area, 

create some problem*, but they can be dealt with. Costs cf the program will be 
higher, and communications (including the enrolling of individuals and payment of 
claims) will take somewhat longer than would be the ca«e with Minnesota or 

Connecticut.

2. Because, unlike Connecticut and Minnesota, Alaska does not have within its 
boundaries the home office of a- lar^e insurer capable of administering the program, 
the Committee should investigate the practicality of having the program administered 
f r o m  outside the 6'tate, and the availability of insurers willing to participate as 

administrator and as board m e m b e r s  of the Association*

3. The small size of the anticipated enrollment in the p r o g r a m  does not obviate 
the need for a pool. It does, hiwever, make it impractical to have more than one 

pool, even at the beginning of the program. The two pools under the present 
Connecticut law ia somewhat of an historical accident-, ana isnot practical in the 
long run e ven  with the Larger enrollment in that State. The National Blue Cross- 
E ’ue Shield organization dropped its insistence on a separate pool about two years 
ago, and w e  think it is unlikely that another State will take a two pool approach.

Sect.’on 1 of the proposed a m e n d m e n t  should be revised throughout to provide for 
one pool, all "health” insurers should be required to participate in it.

4. Section 1 of the proposed a m e n d m e n t  should be a m e n d e d  to exempt the 

Association, and business written directly by insurers but reinsured la the 
Association, from the p r e m iu m  cast. This will help alleviate somewhat the higher 
p r e m i u m s  that Alaska residents will have to pay for the coverage (because of 
higher costs in Alaska) thus encouraging more people to participate in the plan.

It wi U  solve the problem of dealing with the p r e m i u m  base differential between 
domestic aod foreign insurance companies ana service plans, und with the different 
m a n n e r  In which the ba-x is computed for Blue '.rnis-Blue Shield busineaa.



Because the program is certain to produce lostas -which the State will pay for 
(i.e., c laics and other costs will exceed premiums), the State will wind up paying 
its own premium tax on business anyway, *o the premium tax exception we
suggest should not result in additional cost* to the State-

1

5. Departures from the Connecticut law, other than those already mentioned, 
should be individually considered and, where appropriate, their effects on costs 
should be determined. Sene examples are: applying the medical social services 
benefit claims not involving terminal illness (proposed A S  Sec. 21.50.020(a)(7); 
addition a coverage for transportation other than local ambulance transportation 
(propos AS Sec. 21.50.020(c)(3), omission of a coordination of benefits provision 
from  g:c-p comprehensive plans (Conn. Ins. Law Sec. 38-374(c)); addition of 
household members other than spouse or child to persons w h o  are to be covered
as dependents (proposed A S  Sec. 21-50.020 and .200) limiting the rate to be 
charged for coverage to 125% of small group rates, while Connecticut permits 125% 
(compare proposed AS See. 21.50.050(e)(4) with Connecticut insurance law Sec- 
38-376(c)(3)).

6. A number of drafting corrections should be made. Examples: requiring all 
dependents to be covered under a group comprehensive plan, instead of juat 
making them eligible far coverage (proposed AS Sec. 21.50.030(a)); clarying the 
fact that insurers may also offer other group and individual comprehensive health 
insurance plans to cover  Alaska residents; rewriting Section 5 of the proposed 
substitute bill *q that it clearly doe* not apply to plan* other than the State 
employees' plan,

C O N C L U S I O N S

T h e  proposed committee substitute bill is not, particularly as to the provisions of 
Section 1, ready for final action by the Committee. A n  actuarial study should be 
made to determine cost* and feasibility of the program for Alaska. After such a 
Study, the Committee will have more of the information needed to decide whether to 
adopt such a program and. if so, what provisions should be included in it.

/e r e



BILL SUMMARY

The basic concept of the first section of the bill is 

to establish a carrier reinsurance pool which would make 

health insurance available at a reasonable premium to every 

resident and every employer group in the state, regardless 

of underwriting risk. This section is modeled after Con­

necticut law.

A S 2 1 .50.010 Each carrier in the state which offers individual 

health coverage is required to make an individual comprehen­

sive health care plan available to each resident of the state 

who is not eligible for Medicare. Each carrier in the state 

which offers group health coverage is required to make a 

group comprehensive health care plan available to every 

resident employer of three or more employees. Every self- 

insured employer group is required to make an individual 

comprehensive health care plan available as a conversion 

privilege to each group member. The required coverage may 

be p r o v i d e 1, by a carrier or through the reinsurance association, 

but in the former case the premium charged may not exceed the 

applicable association premium. The bill does no'; preclude 

a carrier from carrying other kinds of health insurance nor 

does it require a carrier to provide coverage to a person or 

group who already has coverage.

A S 2 1 .50.020 The required comprehensive health plans must 

cover the services itemized. A choice of $100, $500, or $1000



deductible is provided, and the maximum co-payment is set 

at 207,. The sum of co-payment and deductibles may not ex 

ceed $1000 for an individual or $2000 for a family before 

benefits are paid at 1007,. The maximum lifetime benefits 

limit may not be less than $1,000,000. Pre-existing con­

ditions may only be excluded if the condition was treated

or medical advice was sought within six months prior 

to the effective date of coverage, but in any case may 

not be excluded from coverage for more than twelve months 

The plans need not cover occupational injuries, cosmetic 

treatment, custodial care, services which are not medi­

cally necessary services which are covered under an 

automobile liability policy, or other specified expenses. 

Group comprehensive health care pains must also cc^er 

dependents.



A S2 1 . 5 0 . 0 3 0 The Health Reinsurance Association, is estab­

lished consisting of al] licensed health insurance carriers 

in the state. The board of ^ovJtnr\ors ancj a p]_an Q f operation 

which addresses itemized issues are both subject to approval 

by the director. The authority to issue health insurance, to 

establish rates, to administer reinsurance, to pool risks, and 

other general powers are granted the association.

Each association member must designate the classes of 

risk which it elects to have written by or reinsured by the 

association. Individual lives may not be selected out of a 

group for reinsurance. Premium rates may not be excessive, 

inadequate, or unfairly discriminatory, nor may they exceed 

125% of rates for standard risk groups. All rates are promul­

gated through the association by an actuarial cormnittee.

Losses of the association are assessed to members. M e m­

bers in turn may credit the assessed claims losses, but not 

assessed administrative losses, against their premium or in­

come tax. If the assessment exceeds their tax liability, the 

Commissioner of Revenue reimburses the carrier for the excess 

loss. Periodic audits are required.

A S 2 1 .50. oHfr Hospital or medical service corporations (such 

as Blue Cross) are given the option of participating in the

health Reinsurance Association or of setting up their own 

parallel residual market association under the same guide­

lines and standards.

AS21.50. OS'0 The regulatory and oversight powers and ad­

ministrative duties of the director of insurance are enu­

merated.



A S 2 1 .50.200. Definitions.

Sections 2 and 3 are technical amendments to other 

chapters of the insurance code to bring them in confor­

mity with Section 1.

Sections 4 through 7 of the bill amending AS39.30 

comprise the original » SSSSB 227 and require group health 

insurance to include coverage for alcoholism and drug depen­

dence. Minimum benefits in the state employees plan are 

defined to include inpatient detoxification, 

inpatient treatment and outpatient treatment. Coverage may 

not exclude dependents or pre-existing alcoholism conditions.

Section 8  of the bill amending AS47.05 requires the Commis­

sioner of Health and Social Services to provide services under 

medical assistance programs through health insurance policies 

or health service contracts when this would be cost effective. 

In a separate section the department is authorized to make 

interim payments to providers who serve a large volume of 

state medical assistance clients. And finally, the bill r e­

quires the state to pay interest to providers on overdue 

medical assistance bills at the rate of one percent per month 

after 30 days, and two percent per month after 90 days.

Section < and 19 expand the state's Medicaid program to in­

clude all services qualifying for federal financial parti­

cipation.



Section II creates a medically needy program under the state 

General Relief program with an income standard at 1507, of 

the poverty guideline. Persons whose income exceeds the

standard become eligible when they spend their excess in­

come on medical bills.

I

.

.



CURRENT STATUTE 

'•*' Chapter 07. Medical Assistance for Needy Persons.
Section

House for CSSSSB?

frdiun 
10 Purpose
ID Eligible persons 
JO Medical services to be provided 
W. Suite plan for provision o f medical 

assistance
M Implementation o f the medical 

assistance program

00. Receipt o f federal money 
70. Reimbursement for cost 

providers 
80. Definitions

settled

Sec. 47.07.010. Purpose. It is declared as a matter of public concern 
that the needy persons of this state receive uniform and high quality 
cacdical care, regardless of race, age, national origin, or economic 
standing. Accordingly, this chapter authorizes the Department of 
Health and Social Services to apply for participation in the national 
nedical assistance program as provided for under title XIX of the 
federal Social Securitv Act. (§ 1 ch 182 SEA 1972)

Sec. 47.07.020. Eligible persons, la) A 1 residents of the state for 
*hom the Social Security Act require?; met icaid coverage are eligible to 
receive medical assistance under title <IX o f that Act (42 U.S.C. 1390 et 
«q.).

(b) In addition to the persons specified in (a) of this section, the 
following optional groups of persons for whom the state may claim 
federal financial partici) ition are eligible for medical assistance:

(1) persons eligible for hut not receiving assistance under any plan of 
the slate approved under part A of title IV (aid to families with 
dependent children), or title XVI (supplemental security income), of the 
Social Security Act;

(2) persons in a general hospital, skilled nursing facility or 
intermediate care facility, who, if they left the facility, would lie eligible 
for assistance under one of the federal programs specified in (1) of this 
subsection;

(3) persons under 21 years of age under supervision of the department 
for whom maintenance is being paid in whole or in part from public funds 
ind who are in foster homes or private child care institutions; and

14) aged, Mind, or disabled persons, who, because they do not meet 
bcome and resources requirements, do not receive supplemental

securi ty income under  title XVI of  the Social Securi ty Act, and who do 
not receive a mandatory s t a t e  supplement,  hut who are eligible, or would 
be eligible if they were not in a general  hospital or  skilled nursing facility 
or intermediate care facility to receive an optional s ta te  supplementary 
payment;

(5) persons under 21 years of age in an institution designated as an 
intermediate care facility for the mentally retarded who are financially 
eligible as determined by the standards of the Federal Aid to Families 
with Dependent Children program;

* Sec. 7. AS 47.07.020(b) is repealed and re-enacted to read:

(b) Residents of the state for whom the Social Security Act ’allows 

optional M e d i c a l  coverage qualifying for federal financial participation 

are eligible for medical assistance.

I,:



(6) persons in a medical or intermediate care facility whose income 
while in the facility does not exceed 300 per cem of the supplemental 
security income benefit rate under title XVI of the Social Security Act 
but who would not be eligible for an optional state supplementary 
payment if they left the hospital or other facility.

(7) persons under 21 years of age receiving active treatment in a 
psychiatric hospital! who are financially eligible as determined by the 
standards of part A. of title IV (aid to families with dependent children) 
of the Social Security Act.

(c) Receipt of medical assistance under this chapter is considered to 
be an additional benefit to these individuals and does not affect other 
assistance payments, federal or state, for which the recipient is eligible

(d) No additional groups may be added unless approved by the 
legislature. (§ 1 ch 182 SLA 1972; am § 1 ch 105 SLA 1974; am § 1 ch 117 
SLA 1975; am § 1 ch 221 SLA 1970; am § 1 ch 11 SLA 1978)

E ffcc l o f umrnd.nunt.s. — The 1075 
amendment added paragraph (5) of 
subsection (b’>.

The l!!7 ii amemlmeivi added paragraph
(6) o f subsection (b).

The 19"8 amend men: added paragraph
(7) o f subsection (bl.

Legislative history reports. — For 
report on ch. 182. R U  1072 tFCCS HCS 
CSSH 50/, see 1972 House Journal, p. lfifU. 
For report on ch 105. SLA 1974 (CSSH 465). 
see 1974 Senate Journal, p. 525 and 1971 
House Journal, p. 70S.

Sec. -17.07.030. Medical services to lie provided. Medical services to 
be offered to eligible persons include inpatient hospital, outpatient 
hospital, rural health c linic, outpatient surgical care centers, laboratory 
and X-ray, refractions and eye examinations by ophthalmologists or 
optometrists, eyeglasses prescribed by a physician skilled in diseases of 
the eye or by an optometrist, inpatient psychiatric hospital for persons 
age f>5 or older and persons under age 21. skilled and intermediate 
nursing home, physician, home health care services, early periodic 
screening diagnosis and treatment of persons under 21 years of age, 
clinic services, treatment of speech, hearing and language disorders, and 
reasonable transportation to and from the point of medical care. No 
additional services icny be provided unless approved by the legislature. 
(S 1 ch 182 SLA 1972; am 1 ch 35 SLA 1973; am <? 2 ch 105 SLA 1974; 
am § 1 ch 12 SLA 197(1; am 5 2 ch 221 SLA 197(5; am S 1 eh 82 SLA 1978)

* Sec. 10. AS 47.07.020(d) is repealed.

bee. 8. AS 47.07.030 is repealed and re-enacted to read:

Sec. 47.07.030. MEDICAL SERVICES TO BE PROVIDED. Medical services 

to be offered to eligible persons include services eligible for federal 

financial participation under litle X I a of the federal Social Services 

A c t .
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R e p r e s e n t a t i v e  Th e l m a Buchholdt, C h a i r m a n  
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H o u s e of R e p r e s e n t a t i v e s  

P o u c h  V
J u n e f i "  A 1 f lc k n  Q Q fll i

A s  I u n d e r s t a n d  the H ouse C o m m i t t e e  s u b st i t u t e  for the c o m m i t t e e  s u b s t i t ut e  

for s p o n s o r  substi t u t e  for S.B. 227, the intent of this bill  is to requ i re  an 

i n s u r e r  or h o s p i t a l / 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  to m a k e  a v a i l a b l e  in Alaska a 

h e a l t h  car e  plan w i t h  the c o m p r e h e n s i v e  b e n efits o u t l i n e d  in this bill. An 

i n s u r e r  would, however, be a b l e  to o ffer o ther c o n t r a c ts  ha v i n g  d i f f e r e nt  

b e n e f i t s  to m e e t  the req ue s t e d  c o v e r a g e s  d e s ir e d  b y  e m p l o y e r s  and i n d i v i d u a l s  

in this state. This bil l in no w a y  m a n d a t e s  m i n i m u m  c o v e r a g e s  for all he a l t h  

c a r e  c ontracts.

In S e ct i o n  21.50.020, I have several c o m m e n t s  to m a k e  c o n c e r n i n g  some of the 

m i n i m u m  benefits. S u b s e c t i o n  (a)(3) c o n c e r n s  o u t p a t i e n t  m e n t a l  h e a l t h  benefits. 

I w o u l d  hope that a m a x i m u m  bene f i t  level w o u l d  be s p ecified and that a m a x i ^ m  

b e n e f i t  w o u l d  be de s c r i b ed  in this law for i n p a t i e n t  t r e atment for tr ntal health 

as wei*. Both limits are ne ed e d  to cur b  e x c e s si v e  u t i l i z a t i o n  and h ig h  costs 

for the coverage.

S u b s e c t i o n  (a)(6) i n c ludes home he a l t h  b e n e f i t s  in the m i n i m u m  benefits. In 

(6)(A) the n u m b e r  of v i s i t s  per year is too high w h e n  yo u  c o n s i d e r  the limited 

a v a i l a b i l i t y  of home h e al t h  c a r e  In Alaska. A  s u b s c r i b e r  w i l l  be paying for a 

b e n e f i t  w h i c h  is > su a l l y not a v a i l a b l e  in this state. P a r a g r a p h  (6)(B) exte n d s  

hom e  hea l t h  care to the t e r m i n a l l y  ill. This is u s u a l l y  d e f i n e d  as h o s p i c e  

s e r v i c e s  and i n o r m a l l y  c o m b i n e d  w i t h  the m e d i c a l  social s e r v i c e s  m e n t i o n e d  

in (7). H o s p i c e  services are not a v a i l a b l e  in Alaska to the best of my k n o w­

ledge. Thi s  w i l l  add p r e m i u m  cost for servi c e s  w h i c h  m a y  not be attainable.

S u b s e c t i o n  (a)(7) adds m e d i c a l  social services, w h i c h  axe d e f i n e d  as b eing 

a v a i l a b l e  to the pati e nt  or to h i s / h er  family. T h i s  c r e a t e s  a tota l l y  n e w  

c a t e g o r y  of c a r e  w h i c h  m a y  or m a y  not be m e d i c a l l y  neces s a r y .  It is a benefit 

w h i c h  is u s u a l l y  a part of home h ea l t h  care for the t e r m i n a l l y  ill. As a 

s e p a r a t e  benefit it ca n  be ab u s e d  and Ca n  cr e a t e u n n e c e s s a r y  util i z a ti o n .

Th i s  b e n e f i t  sh o u l d  be deleted.

D e a r B u c h h o l d t :



Representative Thelma Buchholdt, Chairman May 7, 1980

S u b s e c t i o n  (a)(16) n eeds to be co m b i n e d  w i t h  s u b s e c t i o n  (c)(3) in o rd e r  to 

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

a u t h o r i z a t i o n  for travel and o t h e r s a f e g u a r d s  to e l i m i n a t e  a b us e  of this 

benefit. I w o u l d  s u g g e s t that the c o n t r a c t  l a n g u a g e  in you r  b e n e f i t  book l e t 

f o r  c o v e r a g e  of s tate e m p l o y e e s  m i g h t  s e r v e  as a mo d e l .  (See e n c l o s e d  

booklet, p a g e s  10-12.) T h e  e x i s t i n g  l a n g u a g e  w o u l d  seem to a p p r o v e  paym e n t  

of air a m b u l a n c e  r a t h e r  than p a y m e n t  of c o m m e r c i a l  a i r l i n e  t r a n s p o r t a t i on .

S u b s e c t i o n  ( a ) (17) m u s t  be deleted. T h i s  s e c t i o n  al l o w s  c h a n g e s  in b e n e f i t s  

w h i c h  c a n  a d v e r s e l y  a f f e c t  c o n t r a c t s  in e ff e c t  w h e n  these b e n e f i ts  a r e  added. 

It is no t  n e c e s s a r y  to the bill.

T h e  m i n i m u m  b e n e f i t s s e c t i o n  does no t m e n t i o n  p r e g n a n c y  ben e fi t s .  W h i l e  

P.L. 9 5 - 5 5 5  c o n t r o l s  the pr e g n a n c y  b e n e f i t s  for g r o u p s  of m o r e  than 15 

e m p l o ye e s ,  it d oe s  not g o v e r n  smaller w o r k  fo r c e s  or i n d i v i d u a l  contracts.

Our particular concern is in individual contracts since our experience shows 

that these contracts are usually purchased by persons past the age of 
childbirth and complete coverage of pregnancy like any other illness creates 
an increased premium for an unusable benefit.

O n  page 6, s u b s e c t i o n  ( b )(5)(A) speaks of e x c l u s i o n  for a p r e - e x i s t i n g  c o n d i­

tio n  w h i c h  "first m a n i f e s t s  it s e l f  w i t h i n  a period of six m o n t h s  i m m e d i a t e l y  

b e f o r e  the e f f e c t i v e  da t e  of c o v e r a g e . "  W h i l e  I u n d e r s t a n d  the r e a s o n  for 

thi s l a n g u a g e  and a p p r o v e  of the intent, in a c t u a l i t y  this c r e a t e s  e n d l e s s  

h a s s l e  a bout wha t  is a first m a n i f e s t a t i o n  and w h e t h e r  a p e r s o n  p r u d e n t l y  

s o u g h t  care. It m a k e s  a d m i n i s t r a t i o n  d if f i c u l t .  I s u g g e s t  y o u should c h a n g e  

the l a n g ua g e  to a l i m i t a t i o n  s i m i l a r  to that a p p l y i n g  to c o v e r a g e  for state 

e m p l o y e e s . (See e n c losed booklet, page 7.)

In S e c t i o n  2 1 . 5 0 . 0 3 0  the state r e q uires that a per s o n  leav i n g a g r o u p  will 

h a v e  a c o n t i n u a t i o n  of that same c o v e r a g e  for 3 9  weeks. T hat w i l l  ne g a t e  

the a b i l i t y  of an i n s u r e r to set m i n i m u m  g r o u p  sizes and to e l i m i n a t e  

c o v e r a g e  for a g r o u p  w h i c h  g e t s  to be too small. W i t h  n'.ne m o n t h s  c o n t i n u a­

tion, you  n e g a t e  the fac t o r  of size in small g r o u p  business.

M o r e  important, the e x p e r i e n c e  of the p e r s o n  on c o n t i n u a t i o n  c o v e r a g e  w i l l  

h ave to be applied to the original grr p. If, for Instance, J o h n  S m i t h 

q u i t s  w o r k  b e c a u s e  his wife, a cove r e d  depen d e n t ,  s u f f e r s  a stroke, the 

c l a i m s  paid for Mr. and Mrs. J o h n  S m i t h  d u r i n g  the c o n t i n u a t i o n  c o ve r a g e  

w i l l  be c r e dited to Mr. S m i t h ' s  p r e v i o u s  e m p loyer. That e x p e r i e n c e  w i l l  

a f f e c t  the r ates w h i c h  w i l l  be char g e d  u p o n  r e n e w a l of the g r o u p  c o ntract.

Mr. S m i t h  is no longer a n  e m ployee, but the c o m p a n y  i n c u r s  h i g h e r  cost 

b e c a u s e  of his m e d i c a l  bills and, in theory, s u b s i d i z e s  the c o n t i n u a t i o n  

program. Tha t  is a cos t  that sh o u l d not be b o r n e  by business, but w i t h  

c o n t i n u a t i o n  c o v e r a g e  it Is b o r n e  by e a c h  employer.



R e p r e s e n t a t i v e  T h e l m a  B u c hh o l d t ,  C h a i r m a n  M a y  7, 1 980

T h e  lo g i s t i c s  o f  s e l f - p a y m e n t s  for c o n t i n u a t i o n  c o v e r a g e  from the te r m i n a t e d  

e m p l o y e e  to the c o m p a n y  a n d  then to the in s u r e r  w i l l  -'Iso impact the a d m i n i s­

trative w o r k l o a d  of the e m p lo y e r .  Direct pay to the i n s u r e r  c a n n o t  b e  hand l e d 

b e c a u s e  of the m a n y  d i f f e r e n t  b e n e f i t  plans w h i c h  w o u l d  be i n v olved. C o n t i n u a­

tion c o v e r a g e  w i l l  be a big b u r d e n  o n  b u s i n e s s e s  and an a d d i t i o n a l  cosc to them.

T h i s  b i l l  s p e c i f i e s  that al l  c o n v e r s i o n  i n s u r a n c e  have the m i n i m u m  c o m p r e h e n s i v e  

b e n e f i t s  o u t l i n e d  i n  this bill. T h a t  lc ~1 of b e n e f i t s  is too e x t e ns i v e .  It 

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

w i l l  p u r c h a s e  the c o n v e r s i o n  policy. T h e  cost w i l l  be e x c e s s i v e  and the h e a l t h y  

w i l l  "go b a r e” r a t h e r  t han pay a h i g h  premium.

In S e c t i o n s  2 1 . 5 0 . 0 5 0  and 2 1 . 5 0 . 0 6 0  this b i l l  r e c o g n i z e s  the d i f f e r e n c e s  b e t w e e n  

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

o p t i o n  for the l a t t e r  in l ieu o f  m e m b e r s h i p  in the H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n .  

The d i f f e r e n c e s  b e t w e e n  f o r - p r o f i t  and n o t - f o r - p r o f i t  e n t i t i e s  an d  the d i f f e r e n t  

m e t h o d s  used in c l a i m s  payment, c o n t r a c t u a l  agreem e n t s , a n d  s e r v i c e  to s u b sc r i­

bers m a k e s  l u m p in g  the B l u e s  and c o m m e r c i a l  i n s urers toget h er  unwise. This b ill 

s e p a r a t e s  them w h i l e  a s s u r i n g  that e a c h  p r o v i d e s  his s hare of c o v e r a g e  to the 

p o o r  r i s k  market. T h i s  is a g o o d  f e a t u r e  of this piece of l e g i s l a t i o n .

H o w ever, i n  s u b s e c t i o n  (m) of S e c t i o n  2 1 . 5 0 . 0 5 0  y o u  a l l o w  a tax of f s e t for those 

i n s u r e r s  who j o i n  the H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n .  T h e  b ill needs to be 

a m e n d e d  to add that o f f s e t  in S e c t i o n  2 1 . 5 0 . 0 6 0  (b) and (c) or the offset, of 

and in itself, d e s t r o y s  the v i a b i l i t y  of the o p t i o n  f e a t u r es  of this bill.

S e c t i o n  3 of this b i l l  fs the o r i g i n a l  c o m m i t t e e ' s  s u b s t i t u t e  for Se n a t e  B ill 

227. T h e  f e at u r e s  of that a l c o h o l i s m  and drug d e p e n d e n c e  c o v e r a g e  d i f f e r  f rom 

^  c o v e r a g e  provi d e d u n d e r  the m i n i m u m  benefi t s  for a l c o h o l i s m  and drug de p e n d e n c e.  

T h a t  d i f f e r e n c e  m a y  n e e d  to be resolved.

T his b i l l  wi l l  c r e a t e  a d d i t i o n a l  r e q u i r e m e n t s  for i n s u re r s  and for m e d i c a l /  

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  d o i n g  b u s i n e s s  in the state of Alaska. T h e s e  

r e q u i r e m e n t s  w i l l  i n c r e a s e  costs.

T h i s  bil l  m a k e s  h e a l t h  c a r e  i n s u r a n c e  a v a i l a b l e  to any A l a skan. That i n s u r a n c e  

m a y  not be a f f o r d a b le .  T h e  m i n i m u m  benefits, pat t e r n e d a f t e r  C o n n e c t i c u t  law,

m a y  be r e a di l y  a v a i l a b l e  in that state. Some of those b e n e f i t s ar e  no t  e a s i l y

a v a i l a b l e  in A l a s k a  and the c o s t  for them m a y  be prohibitive. T h i s  b i l l  c ould

o f f e r  A l a s k a n s  a p r o m i s e  of h elp and, in reality, a f f o r d  them no re l ie f  at

all.

Sincerely,

oan, H. Gaumer, D i r e c t o r  

G o v e r n m e n t  R e l a t i o n s

J H G : e b

5 B - 1 0 / 1 1 / 1 2

E nclosure: S t a te  of A l a s k a  G r o u p  He a l t h  C a r e  & Life I n s u ra n c e  B e n e f i t s

( dated J u l y  1, 1979)

cc: W e s  C o y n e r
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T h e l m a  Buchholch.
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  T h e l m a :

T h e  f o l l o w i n g  is a n  a s s e s s m e n t  o f  p o s s i b l e  l e g i s­
l a t i o n  in t h e  a r e a  o f  s t a t e - s u b s i d i z e d  h e a l t h  i n s u r a n c e .  
T w o  a l t e r n a t i v e s  a r e  d i s c u s s e d :  t h e  f i r s t  c a l l s  for
u n i v e r s a l  a n d  c o m p r e h e n s i v e  c o v e r a g e ,  t h e  s e c o n d  p r o v i d e s  
f o r  a s u b s t a n t i a l  i m p r o v e m e n t  in h e a l t h  c a r e  s e r v i c e s ,  
b u t  is n o t  a c o m p r e h e n s i v e  p r o g r a m .  I w o u l d  l i k e  to 

e m p h a s i z e  a t  t h e  o u t s e t  t h a t  t h e  w o r k  d o n e  o n  th j 
s u b j e c t  w a s  d o n e  p u r e l y  o n  m y  o w n  t i m e  a n d  d o e s  not, 
in a n y  wa y ,  r e p r e s e n t  t h e  o p i n i o n s  o f  t n e  A l a s k a  
P u b l i c  I n t e r e s t  R e s e a r c h  G r o u p .

S o m e  f o r m  o f  s t a t e - s u b s i d y  in t h e  a r e a  o f  h e a l t h  
i n s u r a n c e  h a s  b e c o m e  n e c e s s a r y ,  in l a r g e  p a r t  d u e  to 
a n a t i o n w i d e  p r o b l e m  w i t h  t h e  a v a i l a b i l i t y  o f  h e a l t h  
c a r e  s e r v i c e s .  As m e d i c a l  c o s t s  s p i r a l  e v e r - u p w a r d s , 

m o r e  a n d  m o r e  i n d i v i d u a l s  a r e  u n a b l e  to p r o c u r e  a d e­
q u a t e  m e d i c a l  c a r e .  In A l a s k a ,  t h e  p r o b l e m  is m a g n i f i e d  
b y  a l i m i t e d  n u m b e r  o f  p h y s i c i a n s  a n d  s u b s t a n t i a l l y  
h i g h e r  m e d i c a l  c o s t s .  In a d d i t i o n ,  n u m e r o u s  d i f f i c u l t i e s  
w i t h  Alaska'* s; M e d i c a i d  s y s t e m  h a v e  l i m i t e d  t h e  a v a i l a­
b i l i t y  o f  h e a l t h  c a r e  e v e n  t o  t h o s e  p e r s o n s  q u a l i f y i n g  
f o r  s t a t e  m e d i c a l  a s s i s t a n c e .

A l t h o u g h  v a r i o u s  f o r m s  o f  g o v e r n m e n t - s u b s i d i z e d  
h e a l t h  i n s u r a n c e  h a v e  b e e n  p r o p o s e d  o n  a n a t i o n a l  l e v e l ,  
c o s t  c o n s i d e r a t i o n s  a n d  i n t e n s i v e  l o b b y i n g  a g a i n s t  
s u c h  i n s u r a n c e  b y  t h e  m e d i c a l  a n d  i n s u r a n c e  c o m m u n i t i e s  
h a v e  s e r v e d  t o  d e l ^ y  a d o p t i o n  o f  a n a t i o n a l  i n s u r a n c e  
p l a n .  S u b s i d i z e d  h e a l t h  i n s u r a n c e  o n  a s t a t e  l e v e l  w a s  
f i r s t  p r o p o s e d  b y  y o u  in 197 7 ,  h o w e v e r ,  a t  t h a t  t i m e  it 
w a s  f e l t  t h a t  t h e  c o s t s  i n v o l v e d  w e r e  p r o h i b i t i v e .

S i n c e  1 9 7 7 ,  s t a t e  o i l  r e v e n u e s  h a v e  a c c u m u l a t e d  in 
t h e  t r e a s u r y  t o  t h e  e x t e n t  t h a t  the S t a t e  o f  A l a s k a  
c u r r e n t l y  h a s  a l a r g e  a m o u n t  o f  s u r p l u s  r e v e n u e .
S i n c e  t h e  p r i m a r y  r e a s o n  in t h e  p a s t  f o r  n o t  f u n d i n g  
s o m e  t y p e  o f  h e a l t h  i n s u r a n c e  h a s  b e e n  c o s t ,  a n d  t h e  
s t a t e  c u r r e n t l y  p o s s e s s e s  t h e  m o n e y s  t o  f u n d  s u c h  a 

p r o g r a m ,  t h e  t i m e  is n o w  r i p e  to c o r r e c t  s o m e  o f  the 
g l a r i n g  d e f i c i e n c i e s  in tl^e a r e a  o f  h e a l t h  c a r e .
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T h e  f i r s t  a p p r o a c h  t o  a s o l u t i o n  o f  t h i s  p r o b l e m  
i n v o l v e s  u n i v e r s a l  a n d  c o m p r e h e n s i v e  s t a t e - s u b s i d i z e d  

h e a l t h  i n s u r a n c e .  A d o p t i n g  s u c h  c o v e r a g e  w o u l d  b e  t h e  
m o s t  e q u i t a b l e  m a n n e r  o f  m a k i n g  h e a l t h  s e r v i c e s  a v a i l­
a b l e  to A l a s k a ' s  r e s i d e n t s .  H o w e v e r ,  t h i s  p r o g r a m  w o u l d  
b e  e x t r e m e l y  e x p e n s i v e  ( p r o b a b l y  u p w a r d s  o f  $ 1 0 0  m i l l i o n ) , 
a n d  c o u l d  p r o b a b l y  e x p e c t  to meerfc; w i t h  a g r e a t  d e a l  o f  
r e s i s t a n c e .  T h e  r e s i s t a n c e  w o u l d  c o m e  n o t  o n l y  f r o m  t h e  
e x t r e m e l y  w e l l - o r g a n i z e d  m e d i c a l  a n d  i n s u r a n c e  l o b b i e s ,  
b u t  a l s o  f r o m  o p p o n e n t s  o f  i n c r e a s e d  g o v e r n m e n t  s e r v i c e s  
a n d  p r o p o n e n t s  o f  i n c o m e  t a x  r e p e a l .  I d o u b t  w h e t h e r  
i t  is f e a s i b l e  t o  g e t  a p r o g r a m  o f  t h i s  t y p e  a p p r o v e d ,  
h o w e v e r ,  y o u  a r e  m u c h  m o r e  a w a r e  o f  t h e  p o l i t i c a l  c l i m a t e  

t h a n  a m  I.

T h e  s e c o n d  a p p r o a c h ,  t h e r e f o r e ,  is a p i e c e m e a l  s o l u t i o n  

to t h e  h e a l t h  c a r e  p r o b l e m .  It a d d r e s s e s  s p e c i f ic p r o b l e m s  
w h i c h  e x i s t  in t h e  a r e a  o f  h e a l t h  c a r e  s e r v i c e s . It c o m ­

b i n e s  m i n i m u m  s t a n d a r d  b e n e f i t s  r e q u i r e m e n t s ,  i n s u r a n c e  
a v a i l a b i l i t y  t o  M e d i c a i d - m e d i c a l l y  n e e d y  q u a l i f i e d  i n d i­
v i d u a l s ,  m a n d a t o r y  e m p l o y e r  s p o n s o r e d  c o v e r a g e ,  a n d  r e­

i n s u r a n c e  p o o l s .

M i n i m u m  s t a n d a r d  b e n e f i t s: T h e r e  is n o  r e g u l a t i o n

o f  t h e  l e v e l s  o f  s e r v i c e  c o v e r e d  by p r o v i d e r s  o f  h e a l t h  
i n s u r a n c e  in A l a s k a .  M a  iy p o l i c i e s  a r e  n o t  a d e q u a t e  to 
p r o t e c t  t h o s e  c o v e r e d  f r o m  f i n a n c i a l  h a r d s h i p .  I n d i v i­
d u a l s  p u r c h a s i n g  i n s u r a n c e  o u t s i d e  o f  a " g r o u p  p o l i c y "  a r e  
s u b j e c t  to b r A 9>d e x c l u s i o n s  f o r  p r e - e x i s t i n g  c o n d i t i o n s ,  
e v e n  t h o u g h  s u c h  a c o n d i t i o n  m a y  h a v e  o c c u r c d  t w e n t y  
y e a r s  i n  the p a s t  (e.g. a p r e v i o u s  b a c k’ i n j u r y  w i l l  g i v e  
r i s e  t o  an e x c l u s i o n  f o r  a n y  d i s e a s e ,  d e f e c t  o r  i n j u r y  
to t h e  b a c k  e v e n  if t o t a l l y  u n r e l a t e d ) .  M a n y  p o l i c i e s  
l i m i t  r e i m b u r s e m e n t s  to " r e a s o n a b l e  c h a r g e s "  a s  d e f i n e d  
by t h e  i n s u r a n c e  c o m p a n y ,  r e g a r d l e s s  o f  a c t u a l  c h a r g e s  a n d  
t h e  p o l i c y  h o l d e r  m u s t  p a y  t h e  d i f f e r e n c e .  T h i s  is 
e s p e c i a l l y  a p r o b l e m  in A l a s k a  w h e r e  t h e  " r e a s o n a b l e  
c h a r g e "  d e t e r m i n a t i o n  is m a d e  in i n s u r a n c e  c o m p a n y  h e a d­

q u a r t e r s  l o c a t e d  o u t s i d e  t h e  stat e .

In r e s p o n s e  t o  s u c h  p r o b l e m s ,  s e v e r a l  s t a t e s  h a v e  

a d o p t e d  m i n i m u m  s t a n d a r d  b e n e f i t s  f o r  h e a l t h  c a r e  p l a n s .
(see e n c l o s e d  l e g i s l a t i o n ) .  In a d d i t i o n ,  t h e  N a t i o n a l  
A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  (NAIC) h a s  
d e v e l o p e d  m o d e l  s t a t e  h e a l t h  i n s u r a n c e  l e g i s l a t i o n  for 
m i n i m u m  s t a n d a r d  b e n e f i t s  (see 13 F O R U M  680 (1978)).
T h e  s t a n d a r d s  s e t  o u t  t h e  m i n i m u m , a c c e p t a b l e  l e v e l  of 
s e r v i c e  for h e a l t h  .insurace p o l i c y ^  in e f f e c t  in t h e  

s t a t e .

A l a s k a  s h o u l d  a d o p t  m i n i m u m  s t a n d a r d  b e n e f i t s  
r e q u i r e m e n t s .
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I n s u r a n c e  f o r  M e d i c a i d / m e d i c a l l y  n e e d y ; T h e  M e d i c a i d  
p r o b l e m ,  in p a r t i c u l a r ,  m u s t  b e  a d d r e s s e d  t h i s  s e s s i o n .  
D o c t o r s  a r e  u n h a p p y  w i t h  t h e  s t a t e ' s  M e d i c a i d  p r o g r a m  
b e c a u s e  t h e y  a r e  n o t  b e i n g  p a i d .  R e c i p i e n t s  o f  s t a t e  
m e d i c a l  a s s i s t a n c e  a r e  u n h a p p y  w i t h  the s t a t e ' s  M e d i c a i d  
p r o g r a m  b e c a u s e  d o c t o r s  w i l l  n o t  t r e a t  t h e  > b e c a u s e  t h e  
d o c t o r s  a r e  n o t  b e i n g  p a i d .  B o t h  g r o u p s  a e c l a m o r i n g  
f o r  r e f o r m .

A s  a n  a l t e r n a t i v e  to m e d i c a l  a s s i s t n a c e  b y  d i r e c t  p a y ­
m e n t s  t o  p r o v i d e r s ,  t h e  s t a t e  o f  O r e g o n  h a s  a d o p t e d  a 

p r o g r a m  (see e n c l o s e d  l e g i s l a t i o n ) , w h e r e  m e d i c a l  a s s i s­
t a n c e  f u n d s  a r e  u s e d  to p a y  h e a l t h  i n s u r a n c e  p r e m i u m s .

T h u s ,  t h e  s t a t e  p r o v i d e s  h e a l t h  i n s u r a n c e  f o r  d e f i n e d  
g r o u p s  o f  p e o p l e  (errfflwajgjiOiirmiMiHi-j.. " H u 1 m e m y i m m & y  
j2SjSrRsafeel4- w h o  h a v e  no p r a c t i c a l  a c c e s s  to p r i v a t e  h e a l t h  
c a r e  c o v e r a g e .

A t  t h e  s a m e  tim e ,  t h e  s t a t e  s h o u l d  o p t  in to t h e  
f e d e r a l  " m e d i c a l l y  n e e d y "  M e d i c a i d  p r o g r a m .  T h i s  p r o g r a m  
w o u l d  e x t e n d  s t a t e  m e d i c a l  a s s i s t a n c e  to t h o s e  p e r s o n s  
w h o s e  i n c o m e  e x c e e d s  t h e  i n c o m e  s t a n d a r d s  o f  c u r r e n t  

a s s i s t a n c e  p r o g r a m s ,  b u t  w h o  h a v e  i n c u r r e d  m e d i c a l  e x p e n s e s  
w h i c h  e q u a l  o r  e x c e e d  t h e  d i f f e r e n c e  b e t w e e n  t h e  p e r s o n ' s  
m o n t h l y  i n c o m e  a n d  t h e  i n c o m e  s t a n d a r d  a p p l i c a b l e  u n d e r  
t h e  c u r r e n t  p r o g r a m .  In o t h e r  w o r d s ,  t h e  s t a t e  w o u l d  
p r o v i d e  m e d i c a l  a s s i s t a n c e  t o  p e r s o n s  w h o  o t h e r w i s e  w o u l d  
n o t  h a v e  b e e n  e l i g i b l e  b e c a u s e  t h e y  m a k e  t o o  m u c h  m o n e y .
T h e  p u r p o s e  o f  t h e  " m e d i c a l l y  n e e d y "  p r o g r a m  is to a l l o w  
l o w e r - m i d d l e - i n c o m e .  p e r s o n  w h o  c a n  n o t  a f f o r d  to s h o u l d e r  
th e  f u l l  c o s t  o f  m e d i c a l  c a r e  t h e  o p p o r t u n i t y  to r e c e i v e  
n e e d e d  m e d i c a l  a s s i s t a n c e .  U n d e r  s u c h  a p r o g r a m ,  t h e s e  
i n d i v i d u a l s  w o u l d  " s p e n d  d o w n "  t o  t h e  i n c o m e  l i m i t s ,  a n d  
t h e  s t a t e  w o u l d  p i c k  u p  t h e  rest. T h i s  p r o p o s a l  i s  

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

s u g g e s t i o n s  is a p p r o p r i a t e  for l e g i s l a t i v e  a c t i o n .

A l a s k a  s h o u l d  u t i l i z e  M e d i c a i d  f u n d s  to m a k e  h e a l t h  
i n s u r a n c e  a v a i l a b l e  t o  q u a l i f i e d  i n d i v i d u a l s :

M a n d a t o r y  e m p i r ic*- c o v e r a g e : H a w a i i  h a s  o i o n e e r e d  
t h e  a r e a  o f  r e q u i r i n g  c J T t a l n  e m p l o y e r s  t o  c f r r y  h e a l t h  
i n s u r a n c e  o n  a l l  e m p l o y e e s .  T h e  s p e c i f i c s  o f  t h e i r  

l e g i s l a t i o n  c o n t a i n e d  in S h a r m a n  H a l e y ' s  r e p o r t  " T h i r d  
P a r t y  H e a l t h  C o v e r a g e  in A l a s k a "  a n d  I t h e r e f o r e  w i l l  

n o t  d i s c u s s  t h e  d e t a i l s  here. M a n d a t i n g  e m p l o y e r  s p o n s o r e d  
c o v e r a g e  w i l l  d o s e  a l a r g e  g a p  in A l a s k a n  h e a l t h  c a r e ,  

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

b u r e a u c r a c y .

I
A l a s k a  s h o u l d  r e q u i r e  e m p l o y e r s  to p r o v i d e  h e a l t h  

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



T h e l m a  B u c h h o l d t  P a g e  4 J a n u a r y  9, 1980

Reinsurance pools: At the present time in Alaska,
high-risk individuals can not purchase health insurance 
at any price. To combat this problem and also to 
protect insurance companies from having to bear too great 
a burden in insuring such individuals, several states 
have developed mandatory, reinsurance pools to ensure 
health care coverage/?¥cu/ high-risk persons, (see enclosed 
legislation). This is a relatively inexpensive program 
tc implement.

Alaska should require insurance companies to form 
reinsurance pools to protect high-risk individuals.

By combining the above four programs, the state 
would ensure that some form of health insurance is 
available to nearly all Alaskan citizens. The only 
persons left substantially unprotected are the.''seTf- 
employed. Although a provision could be made whereby 
these people could have optional health insurance 
with a state subsidy, this type of program would be 
extremely expensive. Self-employed and ̂ 1£fevtf-insured 
persons benefit from the above described program thrcugh 
the minimum standard benefits requirement.

I hope my reviewing this issue has been of some use 
to you, it certainly has been of great interest to me.
If there is anything further X can do, please let me 
know (preferably after February 28 and the traumas of 
the bar exam are over).

•

Enjoy the session!

Sincerely,

/

Laurie Ctto



SUMMARY OF 1976 COMPREHENSIVE HEALTH INSURANCE ACT
Chapter 296, Minnesota Laws of 1976
Amended by Chapter 409, Minnesota Laws of 1977

Objectives

The 1976 law consists of three articles: Article I (a) establishes
minimal standards for health insurance policies and (b) creates 
the Comprehensive Health Association which administers a "state 
insurance pool" for persons who are unable to buy insurance because 
of existing health problems. The objective of this article is to 
upgrade health insurance policies and to increase the availability 
of health insurance.

Article II establishes a hospital rate review system. Tnis p r o­
vision requ5.res licensed hospitals to be subject to rate review by 
an approved voluntary, peer review organization. The Department of 
Health is authorized to "publicly review and comment" on the rates 
charged by hospitals. The objective of this article is to reduce 
rates charged by hospitals by monitoring those charges via a rate 
review system.

Article III provides financial assistance to persons who incur high 
medical e x p e n s e s . The Catastrophic Health Expense Program is de­
signed to protect households from being bankrupted by medical care 
e x penses.

Summary

Article I - Minnesota Compreher. jive Health Insurance Act of 1976 

Part A  - Minimum benefits for health insurance coverage 

Duties of Insurance Companies

All health insurers doing business in the State of Minnesota are 
required to offer a "qualified" health policy to applicants for in­
surance. The article defines three levels of "qualified" plans-- 
number one (low), number two (standard), and number three (high).
The minimum benefits of a number three plin "shall be equal to at 
least 80 percent of the cost of covered services in excess of an 
annual deductible which does not exceed $150." The coverage shall 
also include a limitation of $3000 per person on total annual out- 
of-pocket expenses for covered services. The maximum lifetime ben­
efit cannot be less than $250,000. The article also itemizes the 
services to be covered by the "qualified" plan. The three levels 
of "qualified" plans vary only in the amount of deductible required: 
number three - $150; number two - $500; and number one - $1000.
A  health maintenance plan is defined as a number three qualified 
plan. Insurers arp not prohibited from developing and selling an 
"unqualified" plan, however, the insurance companies must "affirm? 
tively" offer coverage for major medical expenses to an applicant 
for a new "unqualified" plan. This major medical coverage shall be 
payable, subject to any copayment, up to a maximum lifetime limit 
of $250,000 for out-of-pocket expenses incurred within a calendar 
year, exceeding $5000.



A ny insurance company issuing a Medicare supplement plan shall offer 
a "qualified" Medicare supplement plan to each eligible applicant.
A  plan is deemed "qualified" if it p7;ovides coverage of 50 percent 
of the deductible and copayment required under Medicare and 80 p e r­
cent of the charges for "qualified plan" covered services w hich are 
not paid by Medicare. This plan includes a $1000 per person limit 
on annual out-of-pocket expenses.

* Note: As of July 1, 1979, covered services must include a second
opinion on surgical procedures expected to cost a total of $500 
or m o r e .

Duties of Employers

Each employer who makes available to his employees a health i n s ur­
ance plan must offer at least a ntimber two plan. The employer does 
not necessarily have to finance the qualified plan. It can be fi­
nanced from funds contributed solely by the employer or solely by 
the employees; or a combination thereof. For the purposes of this 
article, an employer is defined as employing ten or more residents 
of the state. The employer may supplement the existing health plan 
in order to meet the number two plan requirement.

The penalty for noncompliance is the exclusion of the employer's 
costs for health benefits as a state income deduction. A  non-profit 
employer would lose its tax exempt status if the requirement is not 
met.

Any employer with 100 or more employees must offer a dual option 
to obtain either an accident and health insurance policy or a health 
maintenance organization contract, if one is available.

Conversion Privileges

The law requires group accident and health insurance policies and 
health maintenance organization contracts to include the right to 
convert to an individual coverage "qualified" plan without the 
addition of underwriting restrictions. The person leaving the group 
has 30 days in which to exercise his right to convert.

Each health insurance plan must also include a provision allowing, 
upon the death of an insurance holder, other individuals covered 
under the. plan to continue coverage.

Part B - Comprehensive Health Insurance Plan

Article I also creates the Comprehensive Health Association which 
must offer policies whic h  provide the benefits of a number one 
qualified plan, a number two qualified plan, and a qualified M e d i­
care supplement plan to individuals who cannot otherwise obtain 
standard insurance coverage becuase of health problems. The A s s o­
ciation is comprised of all insurers, self insurers, f r a t e m a l s ,  
and health maintenance organizations doing business in Minnesota. 
These policies are referred to as the Comprehensive Health Insur­
ance Plan or State Plan.



Comprehensive Health Insurance Plan

The Comprehensive Health Association is responsible for selecting 
a writing carrier to administer the Comprehensive Health Insurance 
Plan. The Association may select separate writing carriers for 
each type of "qualified" plan.

The state plan is open for enrollment at all times. An  eligible 
person may apply to the Association or to the writing carrier. For 
the first 18 months of the. plan's operation, premiums were determined 
bv averaging the premium rates charged by the five largest insurers 
in each plan category. Subsequent premium determination will be 
based on actuarial experience. Not more than 12.5% of the premiums 
m a y  be .expended by the writing carrier for administration costs.

Each member of the Association is responsible for sharing the losses 
due to claim expenses of the state plan. Members shall share those 
costs on a pro-rated basis, determined as a ratio of premiums r e­
ceived by a member to the total amount of total premiums received 
by the Association members.

If there are any net gains from the operation of the state plan, 
it shall be used to offset future losses or reduce premiums.

Public Education

The Association is responsible for disseminating information to the 
public regarding the availability of the state plan.

Referral Fee

The writing carrier shall pay an agent's referral fee of $25 to each 
agent who refers an applicant to the state plan. This fee is i n­
cluded in the 12.5% administration expense limit.

P r e -Existing Condition Clause

An enrollee of the state plan is not covered for any pre-existing 
condition during the first six months of coverage if the condition 
was diagnosed or treated within 90 days prior to the filing of an 
application.

Reinsurance

A  member of the Association may elect to reinsure the risks involved 
with being required to offer (a) individual qualified plans, (b) 
group conversions, (c) group qualified plans with fewer than 50 
members, or (d) major medical coverage. The member would be reinsured 
through the Association. The Association administers the policies 
that are reinsured by a member. Any income in excess of the costs 
incurred for providing the reinsurance service shall be used to off­
set losses in the state plan or reduce the premiums.

Article II - Hospital Administration Act

Article II establishes a system by which hospital rates are reviewed.
A  licensed hospital may agree to submit its financial reports and 
rate schedules to a voluntary, non-profit rate review organization



for review. If the hospital does not report to this rate review 
organization, it will be subject to review by the Department of 
Health, the administrative agency for this act.

The Department of Health shall prescribe standards for purposes of 
approving a rate review organization. The Department is authorized 
to collect financial information which includes (a) a balance sheet,
(b) a statement of income and expenses, (c) a copy of the most r e­
cent Medicare cost report, and (d) a schedule of rates. The Depart­
ment also has the right to inspect hospital records and audits. Any 
modifications to a-hospital's rate schedule must be reported to the 
Department of Health 60 days in advance of their effective date. If 
a hospi '1 is subject to review by  the Department of Health, the 
Department m ay conduce a public hearing on any rate increases which 
they consider excessive and may publicly comment on any increase.

Insurance Rates

This article also requires actuarial justification of any premium 
increase for a nongroup policy at the time of filing the insurance 
plan with the Commissioner of Insurance.

Another provision directs the Commissioner of Insurance to disapprove 
a filed health plan "if the proposed premiurr rate is excessive b e­
cause the insurer has failed to exercise reasonable cost control."

Article III - Catastrophic Health Expense Protection Act

This program offers financial relief to households which incur 
large medical expenses. The state will pay for 90% of "qualified" 
expenses, for whi c h no third party is liable, in excess of a thresh­
old figure which is calculated by an income-related formula. "Qual­
ified" expenses are those charges for covered services itemized as 
minimum benefits in the Comprehensive Health Insurance Act (Article

I).

The above mentioned formula is as follows: (a) calculate 40% of
household income up to $15,000, plus 50% of household income up to 
$25,000, plus 607* of household income in excess of $25,000; or,
(b) $2,500, whichever is greater. If, for example, the household 
income is $10,000 the threshold figure is $4000. In this case the 
state w ould pay 90% of "qualified" expenses in excess of $4000.

Nursing Home Provision

The 1977 Legislature amended the Catastrophic Act to provide assis­
tance to persons undar the age of 65 who have resided in a nursing 
home for m o r e  than three years. The state will pay for all nursing 
home expenses which exceed 207. of household income.

Reasonableness of Rates

The Commissioner of Public Welfare is granted the authority to det­
ermine the reasonableness of provider charges. The Commissioner may 
also determine the "medical necessity" of a health service. In order 
to carry out that authority, the Commissioner may contract with a 
professional standard review organization to make these determinations,



Experience

Article I - Comprehensive Health Insurance Plan

The state plan went into effect on January 1, 1977. As of June 
30, 1978, the plan had 1,074 policies in force. The total p r e­
miums earned for the first 18 months of the plan's operation was 
$441,107.73. As indicated earlier, the premium rate for this time 
period was based on the average of premiums charged by tie five 
largest insurers in each category. The total claims paid for this 
period is $392,412.93. A  reserve for incurred but not reported 
claims has been set at $220,000.

The 1978 State Legislature appropriated $200,000 to reimburse the 
Comprehensive Health Association for the first $2L0,000 of claims 
expenses incurred after June 30, 1978 which are in excess of earned 
premiums. The premium will be determined by generally accepted 
actuarial principles subsequent to June 30, 1978 except that the 
n e w  premium rate cannot exceed 125% of the average premium charged 
by the five largest insurers in each policy category. This premium 
limit was enacted by the 1978 Legislature.

Article II - Hospital Administration Act

All licensed hospitals have opted to be subject to review by a 
voluntary, non-profit rate review organization. This is the peer 
review organization of the Minnesota Hospital Association. It is 
estimated that if the hospitals comply to the proposed budgets dev­
eloped through rate review the increase in hospital charges will be 
between 10% to 11% compared to an historical increase of nearly 
14% per year.

Article III - Catastrophic Health Expense Protection Act

This Article went into effect July 1, 1977. Eighteen million dollars 
was appropriated for the biennium 1978-1979 for the medical care 
portion of the program. $900,000 was appropriated for the nursing 
home section. To date there have been 148 approved applications 
for the medical care program for an expenditure of $441,299. For 
fiscal year 1978, twelve applications were approved for the nursing 
home expense program, totaling $55,323.65.
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THE POLITICAL PLANNING OF A STATE 
HEALTH INSURANCE PROGRAM

By Senator Donald D. If. Ching 
Majority Leader 

Hawaii State Senate

The concept of prepaid health care based on mandatory 

employment-related coverage was a brand new idea when first 

introduced in the Hawaii Legislature in 1971. It became lav; 

three years later as Act 210 of the 1974 legislative session.

Enactment of our Prepaid Health Care Lav; climaxed 

several years of lively discussion in the Legislature, and 

for many of us who supported it, Act 210 marked yet another 

milestone in the growing body of progressive legislation 

placed in our statutes since our Islands became a sovereign 

state in 1959.

Measured against the national background, the law r e p r e­

sented a significant achievement in terms cf social progress. 

Yet, while there was much discussion between introduction and 

enactment, the proposal was not widely viewed as politically 

controversial by the public at large. As a matter of fact, in 

my nearly 20 years of experience in our Legislature, I have 

seen a lot more heat generated over issues of considerably 

lesser public import.



To be sure, there was resistance and opposition from the 

traditional opponents of so-called "social legislation." But 

there was not the hue and cry that one might expect, considering 

the novelty of the concept.

This is not to say that the spectrum of political thought 

in Hawaii does not cover any ground to the right of center.

Let me assure you we do have traditional conservative views 

held by many in our State, and I, for one, believe this is a 

healthy condition. But to the credit of those who did not 

adhere to the concept, their opposition was not based on the 

emotionalism that too often attends and distorts vical public 

issues of the day.

I believe the law was generally accepted by the public 

because of the kind of political climate we have in Hawaii 

and because the lav/ was viewed as a logical extension of the 

kinds of programs that were already in effect at the time.

Let me briefly describe our Prepaid Health Care Law, 

then attempt to present an account of its chronological 

place in the context of Hawaii's legislative history.

The Act requires virtually every employer in the State 

to provide regular employees a health insurance program and 

to contribute at least one-half the premium cost for the 

employees' coverage. The major categories of employees e x­

cluded are insurance and real estate salesmen paid entirely 

by commissions and individuals under 21 working under a 

parental relationship.
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The employee's contribution is limited to no more than

1.5 per cent of his monthly salary. A "regular" employee is 

defined as one who works at least 20 hours a week, excepting 

seasonal hires in Hawaii's pineapple industry.

Health plans negotiated under collective bargaining 

agreements are exempt because such negotiated benefits are, 

for the most part, more liberal in coverage or employer 

contributions than required under the Act.

An employer can elect to provide a plan which obligates 

the insurer to either reimburse the expenses of health care 

or to directly furnish the required health care benefits.

The level of benefits provided must be equal to or medically 

reasonably substitutable for those benefits provided by p r e­

paid health care plans of each type —  direct or reimbursed - 

which has the largest number of subscribers in the State.

In Hawaii, the standards are thus based on the Kaiser Health 

Foundation's Plan I, in the case of direct services, and the 

Hawaii Medical Service Association's (Blue Shield) Plan IV, 

in the case of reimbursed expenses. Both the Kaiser and KMSA 

plans are basic, comprehensive medical plans emphasizing 

ambulatory care.

Plans offered by other insurers may be provided, upon 

review and approval of a seven-member advisory council c o m­

prised of consumer, employer, medical profession, and health 

plan representatives.

What kind of coverage is required by our law? Every 

qualifying plan must include the following:
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—  120 days of hospital benefits, plus outpatient services

—  surgical benefits, including anesthesiologist services.

—  medical services, including home, office, hospital 

visits, and intensive medical care.

—  laboratory, x-ray, and radio-therapeutic services 

necessary for diagnosis and treatment.

—  maternity benefits, provided an employee has been, 

covered for nine months prior to childbirth.

—  and, under an amendment added last year, substance 

abuse benefits for alcoholism and drug addiction, 

including outpatient services and detoxification and 

acute care benefits.

The foregoing summarizes the basic provisions of our law.

How, then, did we come to enact what some may view as 

an extremely liberal mandatory health insurance program?

First, it should be noted that we have a substantial 

body of progressive and advanced social leg ation in Hawaii. 

This is true of our labor laws, our educational system, our 

public welfare program, and in our judicial system. For 

instance, our minimum v/age law, wage and hour law, workers* 

compensation, temporary disability insurance, and u ne m p l o y­

ment insurance programs all have standards comparable to the 

highest in the Naticn. In addition, we also have a public 

defender program and a criminal injuries compensation law.

We also have a no-fault insurance law and a medical m a l p r a c­

tice law, the latter amended this year to remove the mandatory 

feature and to permit doctors the option of forming cooperative 

indemnity plans to protect themselves against liability ju d g­

ments. - 4 -



Our public assistance program is so liberal it is causing
• .

us severe financial strains —  but that's another story, and 

I won't digress into it, except to note that we eagerly look 

forward to federal reform initiatives promised by the Carter 

A d m i n i s tr at i on .

The political foundation for eventual enactment of 

our prepaid heal .h care law was further set during the m i d­

sixties in a program popularly labeled "The New Hawaii," 

adopted jointly b y  the legislative majorities and the 

A d m i n i s t r a t i o n .

During this period, dramatic changes were advanced in 

terms of Hawaii's social, economic, and political conditions. 

Basically, the stated objective was to enact laws and programs 

to insure equal treatment and equal opportunities for all 

citizens. If this sounds simplistic, it should be borne in 

mind that Hawaii was pretty much the political domain of the 

sugar and pineapple plantation interests up until the end of 

World War II and that when, for the first time in our history, 

we elected a Democratic Governor and Democratic majorities in 

both houses of the State Legislature in 1962, there v/ere not 

a few who thought the revolution was at hand.

But the changes we sought were achieved in orderly, not 

revolutionary, fashion. And there was early ferment for novel 

and innovative legislation to extend equal opportunity in 

basic human concerns to all segments of our society.

It appeared logical to move toward some form of m a n d a­

tory prepaid health care law. The question then was how best 

to extend coverage to the uninsured working men and women
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of Hawaii and thereby provide them "equal treatment" as a 

matter of social equity. Moreover, how could this be best 

achieved without any substantial added costs to the State, 

bearing in mind that our centralized system imposes unusually 

heavy financial burdens on the State?

To determine cost factors and the numbers and -classes of 

employees in the uncovered "gap group," a study was commissioned 

through the Legislative Reference Bureau, the Legislature's 

principal research arm. Dr. Stefan A. Riesenfeld, former 

University of California law professor and a widely recognized 

authority on social legislation, now counsel to the U.S.

State Department, was selected to do the research. Professor 

Riesenfeld had prepared an earlier report for the Legislature 

on temporary disability insurance, which study was extremely 

valuable to us in enacting our TDI law in 1969.

The Riesenfeld report, published in 1971, was a thorough 

and comprehensive study. Acknowledging the difficulty of 

precisely quantifying need, the report generally concluded 

that, among the State's employed, 11.7 per cent did not have 

hospital coverage, 13.5 per cent lacked surgical coverage, 

and 17.2 per cent did not have regular medical insurance.

The existence of a significant number of otherwise 

uncovered potential beneficiaries of the proposed legisla­

tion formed the primary policy consideration of the program. 

Other factors considered included the rising costs of health 

care and the need to assue the most practical method of e n­

suring the financial availability of health care for Hawaii's 

working men and women. Thus, the overall health of our p o p u­

lation was the over-riding concern; without ensuring the



ready accessibility of health care, how could optimum health 

care be maintained?

Data compiled and analyzed in the report were very 

thorough. Sources outside the State included the Health 

Insurance Association of America, the Health Insurance 

Institute, the Bureau of Labor Statistics, the Social Security 

Administration, and the Bureau of the Census. Information 

frcm State agencies included data from the State Statistician 

and the Departments of Taxation, Planning and Economic D e v e l o p­

ment, Social Services and Housing, and Labor and Industrial 

Relations. Data was also g^.-hered from labor unions, the 

Hawaii Employers Council, the H.MSA, Kaiser Foundation, and 

through questionnaires mailed to all employers covered by 

the Hawaii Employment Security Law.

Data used included statistics relative to the following:

—  Population by age levels, civilian and military.

The latter distinction was important because of the sizeable 

permanent military presence in Hawaii.

—  Labor force, public and private.

—  Population entited to Medicare.

—  Extent of prepaid health plan coverage for hospital, 

surgical, and medical benefits, both for subscribers and 

d e p e n d e n t s .

—  Size and type of business of private employers.

—  Medical assistance recipients and expenditures.

As indicated by the sources of data, the full range of 

interest groups became involved in the process, whether employer 

or emplo; ?e oriented.
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During our legislative conr.ittee hearings, testimony was 

presented by representatives of the insurance industry, the 

health professions, the University of Hawaii Schools of 

Public Health and Social Work, the Comprehensive Health 

Planning Council, and a wide range of individual citizens.

There was very little question as to whether the plan 

proposed would be comprehensive or catastrophic in its 

approach. The Riesenfeld report recommended the comprehensive 

coverage plan and specifically recommended the adoption of 

prevailing coverages in the State, which then became the legal 

minimum. This reflected the health care habits and patterns 

of the State and set a floor without unduly disrupting the 

existing set -dules of coverage.

The decision to make coverage m a n d a t e  y was central to 

the legislation proposed. Before enactment of Act 210, 

voluntary participation was, in effect, the public policy of 

the State.

As to the question of affordability, the only new cost 

factors imposed upon the State weere founded upon tne a d m i n i­

strative requirements of the law and anticipated premium 

s u pp l em en t at i on .

Administration of the new program proved to be quite 

easy, as it was smoothly meshed in as a responsibility of the 

Disability Compensation Division of the State's Department of 

Labor and Industrial Relations. Thus, three important employee 

benefits programs were placed under one umbrella: the well-

established Worker's Compensation Law; the TDI law passed in 

1969; and the 1974 Prepaid Health Caro Act. (Incidentally,



' you may have noticed that what used to be known as Workmen's 

Compensation is now referred to as Workers' Compensation in 

our State, reflecting the many similar amendments v;e have 

adopted consonant to our accepted policy on equal rights.)

Much to our pleasant surprise, the administrative expenses 

of Act 210 have been comparatively low. Initially, we 

authorized 11 nev; position j in the Disability Compensation 

Division, with an appropriation of $250,000 in General 

Funds to cover salaries and other expenses. Much to the 

division's credit, Act 210 was implemented with substantially 

the existing staff. The first appropriation thus lapsed, 

and it was renewed this year at the same annual level on the 

expectation that additional personnel will be recruited 

during the next biennium.

A feature of Act 210 is a provision for premium s upple­

mentation financed by the State to cover employer premium 

requirements caused by limits imposed on employee c on t ri b u­

tions. This feature subsidizing employer contributions 

was included to provide a cost protection for marginal 

small businesses. Initially, $375,000 was set aside in a 

trust fund for premium supplementation. Again, to our 

pleasant surprise, there has been little need to supplement 

premiums. It's estimated that, to date, only some $20,000 to 

$30,000 has been tapped from the trust fund in subsidies. 

Meanwhile, the fund is held in an interest-earning status.

What are the numbers that actually surfaced as a c o n s e­

quence of Act 210? The division reports that about 18,500 

employers have thus far been registered. However, the extent

* .
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°f newly covered workers has been difficult to establish

because many of the registered employers had voluntary programs

in effect before Act 210. Dr. Riesenfeld has estamated some

40,000 employees were not covered at the time he conducted

his study. The Disability Compensation Division is of the

opinion that actually more than 40,000 received new benefits

becaus- le requirement that employers cover at least

half ’i the premium costs.

Of the 18,500 employers, all but some 1,000 have elected 

plans offered by the State's two major insurers —  HMSA and 

Kaiser. The approximately 1,000 employers who have opted 

for plans offered by other insurers are the major source of 

additional workload upon the division. Each submittal in 

this category must be reviewed by the advisory council.

The advisory council provision serves another purpose. 

During the course of legislative hearings on the act, public 

health advocates had expressed concern that the required 

benefits might be too rigid and unresponsive to changes in 

health care over the years. The Prepaid Health Care Advisory 

Council provisions were thus added to establish an appropriate 

agent to review medical equivalency of benefits.

To conclude, in light of Hawaii's experience, I believe 

any national health insurance plan should take into con­

sideration the course that we have opted for. I am confident 

the standards we have set would meet any that a federal law 

would impose. As a means of encouraging other states to follow 

suit, or to adopt a true state plan such as Rhode Island's,

- 1 0  -



I s u g g e s t  f e d e r a l  l e g i s l a t i o n  p r o v i d e  s u p p o r t  g r a n t s  t o  a t  

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

s u p p l e m e n t a t i o n  e x p e n s e s .

F i n a l l y ,  l e t  m e  s u m m a r i z e  t h e  c o n d i t i o n s  t h a t  l e d  t o  t h e  

s u c c e s s f u l  a d o p t i o n  a n d  i m p l e m e n t a t i o n  o f  H a w a i i ' s  P r e p a i d  

H e a l t h  C a r e  A c t :

1 —  A  p o l i t i c a l  c l i m a t e  s y m p a t h e t i c  t o  s o c i a l  n e e d s .

2 —  T i m e l i n e s s  i n  t e r m s  o f  p r o g r e s s i v e  i m p r o v e m e n t s

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

3 —  A  c o m p r e h e n s i v e  s t u d y  o f  a  s t a t e ' s  n e e d s ,  t o  a r m  

p r o p o n e n t s  w i t h  t h e  i n f o r m a t i o n  n e c e s s a r y  t o  j u s t i f y  t h e  

p r o p o s e d  l e g i s l a t i o n .

4 —  O p e n  d i s c u s s i o n  i n v o l v i n g  a l l  i n t e r e s t e d  e l e m e n t s  

w i t h i n  t h e  p u b l i c .

5 —  T h e  l a s t  m a y  b e  a n  e l e m e n t  n o t  v e r y  c o m m o n  t o  

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

s i d e r a t i o n  i n  o u r  o w n  d e l i b e r a t i o n s .  T h i s  i s  t h e  f a c t ,  w e l l  

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

i n s u r e d  u n d e r  v o l u n t a r y  p l a n s  o r  t h r o u g h  g o v e r n m e n t - e m p l o y e e  

p r o g r a m s  w e r e  c o v e r e d  u n d e r  p l a n s  o f f e r e d  b y  t w o  m a j o r  

i n s u r e r s  i n  t h e  S t a t e .  H a v i n g  a  c l e a r  p a t t e r n  t o  f o l l o w  i n  

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

a g a i n s t  e x t e n d i n g  s i m i l a r  b e n e f i t s  t o  a l l  t h e  S t a t e ' s  

w o r k i n g  m e n  a n d  w o m e n .

I h o p e  c u r  e x p e r i e n c e  a n d  t h e  f o r e g o i n g  t h o u g h t s  . 

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

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

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

o u r  N a t i o n .

M a h a l o .

« « #



D EPT. OF HEALTH AND SOCIAL SERVICES
OFFICE OF DEPU T Y  C O M M I S S I O N E R R O O M  214 MscKA Y BUILDING 

33t DENALI STREET 

A N C H O R A G E  99501

JAYS. H A M M O N D .  G O V E R N O R

R E P O R T  A N D  R E C O R D  O F  C O N F E R E N C E  

R e g i o n  X  - D e p a r t m e n t  o f  H e a l t h ,  E d u c a t i o n  a n d  W e l f a r e  

F e d e r a l  O f f i c e  C o m p l e x  S e a t t l e ,  W a s h i n g t o n

T u e s d a y ,  O c t o b e r  30, 1 9 7 9

P r e s e n t :  M i k e  S t r e e t ;  E d  R o s s ;  J i m  V a n  K o o m i s o n ; B o y d  K e l l e y ,

H e a l t h  C a r e  F i n a n c e  A d m i n i s t r a t i o n ;  B i l l  K n e s t e s ,  I n d i a n  H e a l t h  

S e r v i c e ;  Mr. M o e r l i n ,  H e a l t h  R e s e a r c h ;  F r e d e r i c k  M c G i n n i s ,  

A l a s k a  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s .

T e n t a t i v e  a g e n d a  f o r  t h e  c o n f e r e n c e  w a s  d i s t r i b u t e d  a n d  
a c c e p t e d  as t h e  w o r k i n g  p r o g r a m  f o r  t h e  c o n f e r e n c e  t h i s  d a t e  

a s  f o l l o w s :

T e n t a t i v e  A g e n d a

I. R e v i e w  d e v e l o p m e n t s  t o  d a t e  o n  M o d e l  H e a l t h  

P l a n  f o r  A l a s k a

II. R e v i e w  o f  d i s c u s s i o n s : C e n t e r  f o r  H e a l t h

S e r v i c e s  R e s e a r c h ,  U n i v e r s i t y  o f  W a s h i n g t o n ,  

o n  O c t o b e r  29, 1 9 7 9 .  D i s c u s s i o n  o f  r e p o r t  

o n  t h a t  c o n f e r e n c e .

III. F e d e r a l  q u e s t i o n s :  R e g i o n  X  a n d  W a s h i n g t o n ,  D . C .

A. W a i v e r  p o s s i b i l i t y :  T i t l e  X I X ,  M e d i c a i d
f u n d i n g ,  f o r  E x p e r i m e n t a l  P r o g r a m  i n  a 

S t a t e .

B. T e c h n i c a l  A s s i s t a n c e  P o t e n t i a l —

R e g i o n  X 
W a s h i n g t o n ,  D . C .

C. G r a n t  F u n d  A s s i s t a n c e :  H . E . W .

IV. C o n f e r e e s :  R e c o m m e n d e d :  H . E . W . , W a s h i n g t o n ,  D . C .

W e e k  o f  N o v e m b e r  1 - 7 ,  1 9 7 9 .

V. O t h e r
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F u l l  d i s c u s s i o n s  w e r e  h e l d  o n  a p a r t  o f  t h e  o u t l i n e  o f  t o p i c s  

a n d  p o i n t s  r a i s e d  i n  t h e  d i s c u s s i o n s  o f  O c t o b e r  29, 1 9 7 9 ,  

w i t h  r e p r e s e n t a t i v e s  o f  t h e  C e n t e r  f o r  H e a l t h  S e r v i c e s  R e s e a r c h ,  

S c h o o l  o f  P u b l i c  H e a l t h  a n d  C o m m u n i t y  M e d i c i n e ,  U n i v e r s i t y  o f  
W a s h i n g t o n ,  a s  f o l l o w s :

A  c o m p l e t e  d i s c u s s i o n  t r a n s p i r e d  w i t h  r e g a r d  to:

A l a s k a  M e d i c a i d  P r o g r a m  a n d  c o s t s ;

A l a s k a  G e n e r a l  R e l i e f  M e d i c a l  P r o g r a m  a n d  c o s t s ;

I n d i a n  H e a l t h  S e r v i c e  D e l i v e r y  S y s t e m  i n  A l a s k a /

M e d i c a i d  R e i m b u r s e m e n t  p o l i c i e s ;
A l a s k a  C a t a s t r o p h i c  I l l n e s s  P r o g r a m ;
A l a s k a  M i l i t a r y  H e a l t h  P r o g r a m s ;

P r i v a t e  i n s u r a n c e  c o v e r a g e s  i n  A l a s k a ;

O t h e r  r e l a t e d  t o p i c s  b e a r i n g  o n  c u r r e n t  s t a t u s  
o f  A l a s k a  h e a l t h  p r o g r a m s .

M c G i n n i s  i n d i c a t e d  h i s  v i e w s  o f  s o m e  o f  t h e  i m p o r t a n t  n e x t  s t e p s  
in d e v e l o p i n g  t h e  a n t i c i p a t e d  p r o g r a m :

(1) D e v e l o p i n g  a P l a n n i n g  Ti j k  F o r c e ;
(2) P r o v i d i n g  an A d v i s o r y  B o d y ;

(3) C r e a t i o n  o f  s m a l l  s t a f f  a n d  D i r e c t o r ;

(4) D e v e l o p i n g  o f  D a t a  G a t h e r i n g  a n d  R e s e a r c h  P r o j e c t s :

♦ S u r v e y / G a t h e r i n g  o f  p u b l i s h e d  d a t a  f r o m  a l l  s o u r c e s  
b e a r i n g  o n  r e l a t e d  a r e a s  o f  c o n c e r n ;

♦ D e t e r m i n a t i o n  o f  c u r r e n t  t o t a ^  c o s t s  in c u r r e n t  p l a n  
o f  h e a l t h  s e r v i c e s  d e l i v e r y :

D e p a r t m e n t  o f  H e a l t h  &  S o c i a l  S e r v i c e s ;
I n d i a n  H e a l t h  S e r v i c e s ;

M i l i t a r y  f o r c e s ;

V e t e r a n s  A d m i n i s t r a t i o n ;
N a t i v e  H e a l t h  C o r p o r a t i o n s ;

P r i v a t e  i n s u r a n c e  p r e m i u m s  a n d  p a y m e n t s  o n  p l a n s ;  
L a b o r  i n s u r a n c e  p l a n s ;
P r i v a t e  i n s u r a n c e  p l a n s ;

O t h e r  i d e n t i f i a b l e  c o s t s ;

F e d e r a l  G o v e r n m e n t / o t h e r .

♦Determination of gaps in data needed;

♦ P r o v i d e  f o r  r e s e a r c h  n e e d e d  t o  m e e t  d a t a  n e e d s  o n  
e x p e n d i t u r e s  o f  h e a l t h  f u n d s  in A l a s k a ;



♦ P r o v i d e  f o r  r e s e a r c h  t o  d e t e r m i n e  n u m b e r  o f  

c i t i z e n s  w i t h o u t  a d e q u a t e  h e a l t h  s e r v i c e s ;  

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

u n d e r  a g r e e d - u p o n  o p t i o n s  a v a i l a b l e .

♦ S y n t h e s i s  a n d  i n t e r p r e t a t i o n  o f  a l l  d a t a  o n  

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

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

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

(5) D e t e r m i n a t i o n  o f  h u m a n / p e r s o n n e l  a n d  f i n a n c i a l  

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

t h e  p r o j e c t  o f  p l a n n i n g :

♦ W i t h i n  H e a l t h  a n d  S o c i a l  S e r v i c e s  D e p a r t m e n t /
S t a t e  o f  A l a s k a ;

1979 F i s c a l  Y e a r :

D i v i s i o n s  r e l a t e d  t o  h e a l t h ;  S t a t e  H e a l t h

P l a n n i n g  A g e n c y ;  G o v e r n o r ' s  P o l i c y /

P l a n n i n g  B u d g e t ;  G o v e r n o r ' s  C o n t i n g e n c y
F u n d .

♦ C e n t e r  f o r  H e a l t h  S e r v i c e s  R e s e a r c h  

U n i v e r s i t y  o f  W a s h i n g t o n

♦ I n s t i t u t e  o f  S o c i a l / G o v e r n m e n t  R e s e a r c h  
U n i v e r s i t y  o f  A l a s k a

♦ P o s s i b l e  D e m o n s t r a c  *on G r a n t s /  D e p a r t m e n t  o f  
H e a l t h ,  E d u c a t i o n  a n  1 W e l f a r e

♦ A l a s k a  L e g i s l a t i v e  A p p r o p r i a t i o n

1980 F i s c a l  ( S u p p l e m e n t a l )  Y e a r

1981 F i s c a l  Y e a r

♦ P r i v a t e  F o u n d a t i o n  G r a n t ( s )  a n d  o t h e r  p r i v a t e  
s o u r c e s

♦ O t h e r  s o u r c e s

(6) P r e p a r a t i o n  o f  B u d g e t  i d e n t i f y i n g  a v a i l a b l e  m a n p o w e r  
a n d  f u n d s  f o r  1980 f i s c a l  y e a r  a n d  1981 f i s c a l  y e a r .

(7) O t h e r  t a s k s  to b e  d e v e l o p e d  a n d  a s s i g n e d  a s  n e c e s s a r y  

a s  p r o j e c t  d e v e l o p s .
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(8) D e t e r m i n a t i o n  o f  t e c h n i c a l  a s s i s t a n c e  n e e d s  in 

e c o n o m i c s ,  s t a t i s t i c s ,  p l a n n i n g ,  a c c o u n t i n g ,  

l e g a l  a n d  o t h e r  a s s i s t a n c e ,  a n d  p r o v i s i o n  f o r  

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

f e s s i o n a l  s e r v i c e s  c o n t r a c t s  a s  d e e m e d  n e c e s s a r y .

T h e  b a s i c  i n f o r m a t i o n  s h a r e d  w i t h  t h e  A l a s k a  S t a t e  H e a l t h  

C o o r d i n a t i n g  C o u n c i l  a n d  G o v e r n o r  H a m m o n d  in m e m o r a n d a  of 

A u g u s t  3, 1 9 7 8  a n d  S e p t e m b e r  18, 1 9 7 9  w a s  d i s c u s s e d .  T h e  

c o n f e r e e s  h a d  c o p i e s  e a r l i e r  o f  t h e  i n f o r m a t i o n  in t h e  S H C C  

m e m o r a n d u m .

In g e n e r a l ,  t h e  R e g i o n  X  c o n f e r e e s  f e l t  t h a t  t h e  p r o j e c t  w a s  

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

1. T h e  n e e d  t o  d e t e r m i n e  a n d  s t a t e  e x a c t l y  t h e  goals; 

s o u g h t  i n  t h e  p r o j e c t .  T h i s  w i l l  b e  e s p e c i a l l y  

i m p o r t a n t  in p r e s e n t i n g  t h e  p r o j e c t  to H . E . W .

2. R e c o m m e n d a t i o n s  w e r e  m a d e  t o  t r y  t o  c o n t a c t  t w o  

o f f i c i a l s  o f  H E W  i n  W a s h i n g t o n  o n  t h e  f o r t h c o m i n g  

v i s i t  N o v e m b e r  1 - 6 ,  if p o s s i b l e ;  if n o t  p o s s i b l e  
o n  t h i s  v i s i t  t o  W a s h i n g t o n ,  t h e n  in t h e  n e a r  

f u t u r e :

Mr. R o n  C a r l s o n ,  P a r k  L a w  B u i l d i n g ,

R o c k v i l l e ,  M a r y l a n d ,

a n d

Mr. D a l e  S e r w e r ,  B a l t i m o r e ,  M a r y l a n d .

D i s c u s s i o n s  w i t h  t h o s e  m e n  s h o u l d  i n c l u d e  f u n d i n g  

p o s s i b i l i t i e s  a n d  a l s o  w h a t  t h e y  w o u l d  l i k e  t o  s e e  

A l a s k a  d e m o n s t r a t e .

3. O r e g o n  h a s  s u b m i t t e d  a "C o n c e p t  P a p e r " t o  R e g i o n  X  
e x p r e s s i n g  t h e  n e e d  a n d  d e s i r e  o f  t h a t  s t a t e  to 

r e o r g a n i z e  t h e i r  h e a l t h  f u n d i n g  a n d  p r o g r a m m i n g .

M i k e  S t r e e t  w i l l  a t t e m p t  t o  g e t  a c o p y  a n d  w i l l  

m a i l  t o  M c G i n n i s  w h e n  r e c e i v e d .  ( N o t e :  If n o t

r e c e i v e d  in t w o  w e e k s ,  t h e n  A l a s k a  s h o u l d  c o n t a c t  

O r e g o n  t o  s e c u r e  a c o p y  o f  t h e  c o n c e p t  p a p e r . )

4. It w a s  g e n e r a l l y  a g r e e d  t h a t  a s s i s t a n c e  f r o m  t h e  

U n i v e r s i t y  o f  W a s h i n g t o n  C e n t e r  f o r  H e a l t h  S e r v i c e s  

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

w i t h  t h a t  C e n t e r  f o r  s p e c i f i c  c o m p o n e n t ( s )  o f  t h e  
p r o j e c t .  D e s i r a b i l i t y  o f  c o m p e t e t i v e  b i d d i n g  of

a n y  c o n t r a c t s  w a s  d i s c u s s e d .



— -------------------------------------------------------------------------------------------

Report of October 30, 1979 Conference - Region X. HEW - Page 5

5. T h e  w o r k i n g  g r o u p  f o r m e d  f o r  t h e  p r o j e c t  s h o u l d  g i v e  
p r i o r i t y  t o  w r i t i n g  o f  c l e a r  s p e c i f i c a t i o n s  o f  " s c o p e  

o f  w o r k "  n e e d e d  a n d  s u c h  s h o u l d  b e  p r e s e n t e d  t o  a l l  

c h o s e n  t o  p r e s e n t  p r o p o s a l s .

6. M i k e  S t r e e t  i n d i c a t e d  t h a t  R e g i o n  X  w o u l d  d e t e r m i n e  

t h e  b e s t  s i n g l e  c o n t a c t  p e r s o n  t o  r e p r e s e n t  R e g i o n  X  

i n  k e e p i n g  in t o u c h  w i t h  p r o g r e s s  on t h e  p r o j e c t .  A 
p r o s p e c t u s  s h o u l d  b e  p r e p a r e d  o n  t h e  e x a c t  s e r v i c e s  

n e e d e d  f r o m  c o n t r a c t o r s  w h e n  t h a t  i n f o r m a t i o n  i s  n e e d e d .

G e n e r a l  s u m m a r y  c o m m e n t s  w e r e  m a d e  as t h e  c o n f e r e n c e  a d j o u r n e d  

w i t h  t h e  u n d e r s t a n d i n g  t h a t  t h e  S t a t e  a n d  R e g i o n  X  w o u l d  k e e p  

in c o n t a c t  o n  t h e  p r o j e c t .

F M c G / m a g

c c  f o r  i n f o r m a t i o n :

C o m m i s s i o n e r  H e l e n  D. B e i r n e  
D e p u t y  C o m m i s s i o n e r  A l l e n  K. K o r h o n e n  

D e p u t y  C o m m i s s i o n e r  C a t h e r i n e  M. L l o y d  

S t a t e  H e a l t h  P l a n n i n g  &. D e v e l o p m e n t  A g e n c y  

K a r e n  C o r y ,  G o v e r n o r ' s  O f f i c e ,  J u n e a u  

F r a n  U l m e r ,  G o v e r n o r ' s  O f f i c e ,  J u n e a u



TO: [""The H o n orable Te r r y  Miller
DATE. S e p tember 21, 1979

L i e u t e n a n t  G o v e r n o r

S t a t e  o f  A l a s k a FILE NO:

TELEPHONE NO.- 4 6 5 - 3 0 3 0

subject: M O D E L  H E A L T H  D E L I V E R Y

P R O G R A M  F O R  A L A S K A
f Ĉ'A: H e l e n  T). B e i r n e ,  C o m m i s s i o n e r  

D e p t .  H e a l t h  &  S o c i a l  S e r v i c e s

Y o u  w i l l  r e c a l l  t h a t  r e c e n t l y  D e p u t y  C o m m i s s i o n e r  M c G i n n i s  

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

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

d e l i v e r y  p r o g r a m  f o r  A l a s k a .  W e  a p p r e c i a t e  t h e  t i m e  t h a t  

y o u  g a v e  u s  t o  d i s c u s s  t h e  m a t t e r .

A  m e m o r a n d u m  w a s  d e v e l o p e d  o n  S e p t e m b e r  18, 1 9 7 9 ,  f r o m  m e  

t o  G o v e r n o r  H a m m o n d .  A  c o p y  o f  t h a t  s u m m a r y  m e m o r a n d u m  i s  

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

i n  t h e  D e p a r t m e n t ’s  t h i n k i n g  r e g a r d i n g  t h e  p r o p o s e d  p r o g r a m .

A t  a  m e e t i n g  o n  S e p t e m b e r  1 9  i n  G o v e r n o r  H a m m o n d ' s  o f f i c e ,  

a t t e n d e d  b y  D e p u t y  C o m m i s s i o n e r  M c G i n n i s ,  J e r r y  R e i n w a n d ,  

K a r e n  C o r e y ,  F r a n  U l m e r  a n d  m y s e l f ,  t h e  a t t a c h e d  m e m o r a n d u m ,  

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

A t  t h e  c o n c l u s i o n  o f  t h e  c o n f e r e n c e ,  G o v e r n o r  H a m m o n d  d i d  

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

t h e  r e c o m m e n d a t i o n  m a d e  a t  t h e  e n d  o f  t h e  m e m o r a n d u m .  It 

w i l l  b e  t h e  D e p a r t m e n t ' s  p l a n  t o  p r o c e e d  w i t h  f u r t h e r  

e x p l o r a t i o n  o f  t h e  c o n c e p t  a n d  w e  w i l l  p l a n  t o  k e e p  y o u  

i n f o r m e d ,  a s  w e l l  a s  o t h e r s  i n  t h e  G o v e r n o r ' s  O f f i c e .  A n y  

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

A t t a c h m e n t :  M e m o ,  9 / 1 8 / 7 9 ,  a s  i n d i c a t e d
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TO: p  H e l e n  D. B e i r n e ,  C o m m i s s i o n e r  date: N o v e m b e r  5, 1 9 7 9  

D e n t .  H e a l t h  &  S o c i a l  S e r v i c e s
FILE NO:

A s  y o u  m a y  r e m e m b e r ,  L t .  Gov.. T e r r y  M i l l e r  m e n t i o n e d  e a r l i e r  

h i s  d i s c u s s i o n s  i n  W a s h i n g t o n ,  D . C .  o n  a p r i o r  v i s i t  w i t h  M r .  
W i l l i a m  F u l l e r t o n  o f  H e a l t h  P o l i c i e s  A l t e r n a t i v e s ,  I n c . ,  w i t h  

r e g a r d  t o  A l a s k a ' s  i n t e r e s t  i n  d e v e l o p i n g  a m o d e l  h e a l t h  

f i n a n c i n g  p l a n .  Y o u  m a y  r e c a l l  a l s o  t h a t  L t .  G o v .  M i l l e r  

r a i s e d  t h e  q u e s t i o n  i n f o r m a l l y  a t  a  m e e t i n g  w i t h  m e  a n d  w i t h  

P e t e  R o u s e  i n  t h e  G o v e r n o r ' s  O f f i c e  i n  A n c h o r a g e  w i t h  r e g a r d  

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

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

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

In o r d e r  t o  k e e p  y o u  a b r e a s t  o f  l a t e r  d e v e l o p m e n t s ,  a t  t h e  

r e q u e s t  o f  L t . G o v .  M i l l e r  I m e t  w i t h  h i m ,  M r .  R o u s e  a n d  M r .  
W i l l i a m  F u l l e r t o n  i n  W a s h i n g t o n  a t  t h e  p l a c e  o f  t h e  F e d e r a l  

H e a l t h  P o l i c i e s  C o n f e r e n c e  o n  F r i d a y  a f t e r n o o n ,  N o v e m b e r  2, 

a t  2 P M .  A t  t h a t  m e e t i n g ,  A l a s k a ' s  p l a n  t o  d o  a  m a j o r  s t u d y  

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

N o  c o m m i t m e n t s  w e r e  m a d e  t o  M r .  F u l l e r t o n  a n d  t h e  f o l l o w i n g  

p o i n t s  w e r e  m a d e  b y  L t .  G o v .  M i l l e r .

1. T h e  L t .  G o v .  w i l l  d i s c u s s  w i t h  G o v e r n o r  H a m m o n d  

t h e  p o s s i b i l i t y  c f  a l i b e r a l i z e d  c a t a s t r o p h i c  

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

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

i n c o m e  a n d  t h e r e f o r e  n o t  e l i g i b l e  f o r  r e l i e f  

p r o g r a m s  ( M e d i c a i d ,  G e n e r a l  R e l i e f  M e d i c a l ) .

2. L t . G o v .  M i l l e r  f e l t  t h a t  t h e  i n i t i a t i v e  f o r  
t h e  s h o r t - r a n g e  p r o g r a m ,  a s  w e l l  a s  t h e  l o n g -  
r a n g e  p r o g r a m ,  s h o u l d  r e s t  w i t h  t h e  S t a t e  

D e p a r t m e n t  o f  h e a l t h  a n d  S o c i a l  S e r v i c e s .

3. L t . G o v .  M i l l e r  w i l l  b r i e f  G o v e r n o r  H a m m o n d  o n  

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

o f  A l a s k a n s .  It w a s  u n d e r s t o o d  t h a t  D e p u t y  

C o m m i s s i o n e r  M c G i n n i s  w o u l d  b r i e f  C o m m i s s i o n e r  

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

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

c u s s i o n s .

TELEPHONE NO:

D e p t .  H e a l t h  &. S o c i a l  S e r v i c e s

subject: B r i e f i n g  M e m o r a n d u m  r e  C o n f e r e n c e  

i n  W a s h i n g t o n ,  D . C .  w i t h  L t .  G o v .  

T e r r y  M i l l e r ;  A d m i n i s t r a t i v e  

A s s i s t a n t  t o  t h e  L t .  G o v .  P e t e  

R o u s e ;  a n d  W i l l i a m  F u l l e r t o n  o f  

t h e  F i r m  o f  H e a l t h  P o l i c i e s  

A l t e r n a t i v e s ,  I n c .



C o m m i s s i o n e r  B e i r n e -2- N o v e m b e r  5, 1979

4. L t .  G o v .  M i l l e r  s u g g e s t e d  t h a t  i t  m i g h t  b e  w e l l

i f  t h e  G o v e r n o r ' s  O f f i c e  s p o n s o r e d  a  s m a l l  w o r k i n g  

p a r t y  n a m e d  b y  t h e  G o v e r n o r ,  i n c l u d i n g  t h e  D e p a r t ­
m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  a s  l e a d  a g e n c y ,  

t h e  D e p a r t m e n t  o f  L a b o r ,  t h e  D e p a r t m e n t  o f  C o m m e r c e  

( I n s u r a n c e  D i v i s i o n ) ,  a n d  t h e  D e p a r t m e n t  o f  L a w  f o r  

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

p l a n  f o r  t h e  G o v e r n o r  t o  p r e s e n t  t o  t h e  L e g i s l a t u r e  

a t  t h e  f o r t h c o m i n g  s e s s i o n .

M r .  M c G i n n i s  s u g g e s t e d  t h a t  i f  t h e  F u l l e r t o n  f i r m  s h o u l d  b e c o m e  

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

t e r m  o r  l o n g - r a n g e  p r o j e c t ,  it w o u l d  b e  n e c e s s a r y  f o r  a  R e q u e s t  

f o r  P r o p o s a l  t o  b e  d e v e l o p e d  a n d  t h a t  e q u a l  a c c e s s  t o  a l l  

i n f o r m a t i o n  c o n c e r n i n g  A l a s k a ' s  p l a n  b e  m a d e  t o  a t  l e a s t  

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

a s s i s t a n c e .  I t  w a s  a l s o  i n d i c a t e d  t h a t  f i n a n c i a l  r e s o u r c e s  

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

f o r  e i t h e r  t h e  s h o r t - t e r m  c a t a s t r o p h i c  i l l n e s s  p r o g r a m ,  a s  

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

It w a s  i n d i c a t e d  t h a t  D e p u t y  C o m m i s s i o n e r  M c G i n n i s  w o u l d  m e e t  

a g a i n  w i t h  M r .  F u l l e r t o n  o n  M o n d a y  a f t e r n o o n ,  N o v e m b e r  5, w h i c h  

c o n f e r e n c e  d i d  t a k e  p l a c e ,  a n d  M r .  F u l l e r t o n  m a d e  a v a i l a b l e  

c e r t a i n  m a t e r i a l s  f r o m  h i s  f i r m  a s  t o  t h e i r  e x p e r i e n c e ,  w h i c h  

w i l l  b e  m a d e  a v a i l a b l e  t o  y o u  b y  m a i l .

A t t a c h e d  is a  l i s t  o f  i t e m s  t h a t  I b e l i e v e  t h e  S t a t e  H e a l t h  

P l a n n i n g  a n d  D e v e l o p m e n t  A g e n c y  s h o u l d  b e g i n  a s s e m b l i n g , w i t h  

a t  l e a s t  s i x  c o p i e s  o f  a l l  t h e  m a t e r i a l s ,  a s  s o o n  a s  p o s s i b l e  

i n  o r d e r  t h a t  t h e s e  m a t e r i a l s  m a y  b e  m a d e  a v a i l a b l e  t o  a n y  

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

r a n g e  p r o g r a m ,  a s  w e l l  a s  t h e  l o n g - r a n g e  p r o b l e m .

I w i l l  b e  g l a d  u p o n  r e t u r n  t o  A l a s k a  t o  c o m m e n t  f u r t h e r  i f  y o u  

w i s h  o n  t h e  m a t t e r s  s u m m a r i z e d  e v e r  s o  b r i e f l y  i n  t h i s  b r i e f i n g  

m e m o r a n d u m .

F M c G / m a g
A t t a c h m e n t ,  a s  i n d i c a t e d  a b o v e



I T E M S  T H A T  T E E  S T A T E  H E A L T H  P L A N N I N G  A N D  D E V E L O P M E N T  A G E N C Y  

S H O U L D  A S S E M 3 L E  I N  C O N N E C T I O N  W I T H  M O D E L  H E A L T H  D E L I V E R Y  P R O J E C T

1. G e n e r a l  d e m o g r a p h i c  i n f o r m a t i o n  o n  t h e  A l a s k a n  p o p u l a t i o n —  

i n c o m e ,  a g e  c o h o r t s ,  c o s t  o f  l i v i n g ,  r a t e s  o f  i n f l a t i o n ,  

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

2. M e d i c a i d  P l a n — p l u s  a l l  r e c e n t  s t a t i s t i c a l  d a t a :  e l i g i b i l i t y ,  

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

3. D e s c r i p t i o n  o f  e x i s t i n g  c a t a s t r o p h i c  p l a n ,  p l u s  a l l  r e c e n t  

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

4 .  S t a t i s t i c s  o n  e x i s t i n g  h e a l t h  i n s u r a n c e  c o v e r a g e — b y  p l a n ,  

n u m b e r s  o f  i n s u r e d  ( a n y  e v i d e n c e  o f  o v e r l a p ? ) ,  g o v e r n m e n t  

e m p l o y e e  p l a n  ( f e d e r a l ,  s t a t e  a n d  l o c a l ) ,  b e n e f i t s  c o v e r e d ,  

m a j o r  m e d i c a l  o r  c a t a s t r o p h i c  p r o v i s i o n s ) .

5. S t a t e  H e a l t h  P l a n  ( u n d e r  h e a l t h  p l a n n i n g  l a w ,  p l u s  s t a t i s t i ­

c a l  i n f o r m a t i o n  o n  k i n d s ,  n u m b e r s  a n d  l o c a t i o n s  o f  a l l

c l a s s e s  o f  h e a l t h  c a r e  p r o v i d e r s .

6. A l a s k a  M e d i c a i d  l a w s  a n d  r e g u l a t i o n s .

7. G e n e r a l  R e l i e f  M e d i c a l  l a w s  a n d  r e g u l a t i o n s .

8. C a t a s t r o p h i c  I l l n e s s  l a w s  a n d  r e g u l a t i o n s .

9. D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  a n d  I n d i a n  n e a l t h  

S e r v i c e s  M e m o r a n d u m  o f  A g r e e m e n t  o n  M e d i c a i d .

10. A n y  o t h e r  r e l a t e d  i n f o r m a t i o n  d e e m e d  b y  S H P D A  t o  b e  i m p o r t a n t  

t o  u n d e r s t a n d  t h e  c l e a r  s t a t u s  o f  h e a l t h  p r o g r a m s  i n  A l a s k a  
t o d a y .
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R E P O R T  A N D  R E C O R D  O F  C O N F E R E N C E

C e n t e r  f o r  H e a l t h  S e r v i c e s  R e s e a r c h  

S c h o o l  o f  P u b l i c  H e a l t h  a n d  C o m m u n i t y  M e d i c i n e

U n i v e r s i t y  o f  W a s h i n g t o n  S e a t t l e

M o n d a y ,  O c t o b e r  29, 1 9 7 9

P r e s e n t :  M r .  M a r c  E. P r o v e n c e ,  M . P . H .  ( H M O )

M s .  S h i r l e y  M c E v o y , R e s e a r c h  A s s i s t a n t  

F r e d e r i c k  M c G i n n i s ,  D e p u t y  C o m m i s s i o n e r

T h e  m e e t i n g  b e t w e e n  t h e  a b o v e  l i s t e d  i n d i v i d u a l s  b e g a n  at 

1 0 : 3 0  a . m .  a n d  c o n c l u d e d  d u r i n g  e a r l y  a f t e r n o o n .

Mr. M c G i n n i s  o u t l i n e d  d e v e l o p m e n t s  t o  d a t e  o n  t h e  A l a s k a  

M o d e l  H e a l t h  P r o g r a m  a n d  r e v i e w e d  e a r l i e r  m e e t i n g s  w i t h  

g r o u p s  i n c l u d i n g  t h e  m e e t i n g  w i t h  D r .  S t e p h e n  H. S h o r t e l l ,  

D i r e c t o r  o f  t h e  C e n t e r ,  I r a  M o s c o v i c ,  A n d y  D o l a n  a n d  L a u r a  

B e t h  L a w s o n  l a s t  y e a r ,  w h e n  t h e  i d e a  o f  a r e v i s e d  h e a l t h  

p l a n  f o r  A l a s k a  w a s  f i r s t  b e i n g  d i s c u s s e d .

C o p i e s  o f  t h e  D e p a r t m e n t  m e m o r a n d u m  d a t e d  A u g u s t  2, 1 9 7 8  to 

t h e  A l a s k a  S t a t e  H e a l t h  C o o r d i n a t i n g  C o u n c i l  a n d  S e p t e m b e r  18, 

1 9 7 9  t o  G o v e r n o r  J a y  S. H a m m o n d  w e r e  d i s c u s s e d  a s  b a c k g r o u n d  

p a p e r s  t o  i n d i c a t e  t h e  p r e s e n t  t h i n k i n g  o f  D e p a r t m e n t  l e a d e r­

s h i p .

A c o m p l e t e  d i s c u s s i o n  t r a n s p i r e d  w i t h  r e g a r d  to:

A l a s k a  M e d i c a i d  P r o g r a m  a n d  c o s t s ;

A l a s k a  G e n e r a l  R e l i e f  M e d i c a l  P r o g r a m  a n d  c o s t s ;  
I n d i a n  H e a l t h  S e r v i c e  D e l i v e r y  S y s t e m  in A l a s k a /  

M e d i c a i d  R e i m b u r s e m e n t  p o l i c i e s ;

A l a s k a  C a t a s t r o p h i c  I l l n e s s  P r o g r a m ;

A l a s k a  M i l i t a r y  H e a l t h  P r o g r a m s ;

P r i v a t e  i n s u r a n c e  c o v e r a g e s  in A l a s k a ;

O t h e r  r e l a t e d  t o p i c s  b e a r i n g  on c u r r e n t  
s t a t u s  o f  A l a s k a  h e a l t h  p r o g r a m s .
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M c G i n n i s  i n d i c a t e d  h i s  v i e w s  o f  s o m e  o f  t h e  i m p o r t a n t  n e x t  

s t e p s  i n  d e v e l o p i n g  t h e  a n t i c i p a t e d  p r o g r a m :

(1) D e v e l o p i n g  a P l a n n i n g  T a s k  F o r c e ;

(2) P r o v i d i n g  a n  A d v i s o r y  B o d y ;

(3) C r e a t i o n  o f  s m a l l  s t a f f  a n d  D i r e c t o r ;

(4) D e v e l o p m e n t  o f  D a t a  G a t h e r i n g  a n d

R e s e a r c h  P r o j e c t s :

♦ S u r v e y / G a t h e r i n g  o f  p u b l i s h e d  d a t a  

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

a r e a s  o f  c o n c e r n ;

♦ D e t e r m i n a t i o n  o f  c u r r e n t  t o t a l  c o s t s  

in c u r r e n t  P l a n  o f  h e a l t h  s e r v i c e s  

d e l i v e r y :

D e p a r t m e n t  o f  H e a l t h  &  S o c i a l  S e r v i c e s ;  

I n d i a n  H e a l t h  S e r v i c e s ;

M i l i t a r y  f o r c e s ;

V e t e r a n s  A d m i n i s t r a t i o n ;

N a t i v e  H e a l t h  C o r p o r a t i o n s ;

P r i v a t e  i n s u r a n c e  p r e m i u m s  &  p a y m e n t s  

o n  p l a n s ;

L a b o r  i n s u r a n c e  p l a n s ;
P r i v a t e  i n s u r a n c e  p l a n s ;

O t h e r  i d e n t i f i a b l e  c o s t s ;
F e d e r a l  g o v e r n m e n t / o t h e r .

♦ D e t e r m i n a t i o n  o f  g a p s  in d a t a  n e e d e d ;

♦ P r o v i d e  f o r  r e s e a r c h  n e e d e d  t o  m e e t  

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

f u n d s  in A l a s k a ;

♦ P r o v i d e  f o r  r e s e a r c h  to d e t e r m i n e  n u m b e r  
o f  c i t i z e n s  w i t h o u t  a d e q u a t e  h e a l t h  

s e r v i c e s ;  e s t i m a t e  c o s t s  o f  p r o v i d i n g  

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

a v a i l a b l e ;

♦ S y n t h e s i s  a n d  i n t e r p r e t a t i o n  o f  a l l  d a t a  

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

r e s e a r c h  t a s k s ;

♦ O t h e r  r e s e a r c h  c o m p o n e n t s  d e t e r m i n e d  
n e c e s s a r y  a s  p l a n n i n g  g e t s  u n d e r w a y  

a n d  n e w  n e e d s  d e v e l o p .
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(5) D e t e r m i n a t i o n  o f  h u m a n / p e r s o n n e l  a n d  f i n a n c i a l

r e s o u r c e s  a v a i l a b l e  f r o m  a l l  s o u r c e s  t o  
f i n a n c e  t h e  p r o j e c t  o f  p l a n n i n g :

♦ W i t h i n  H e a l t h  a n d  S o c i a l  S e r v i c e s  D e p a r t m e n t /  
S t a t e  o f  A l a s k a ;

1 9 7 9  F i s c a l  Y e a r :

D i v i s i o n s  r e l a t e d  t o  h e a l t h ;

S t a t e  H e a l t h  P l a n n i n g  A g e n c y ;

G o v e r n o r ' s  P o l i c y / P l a n n i n g  B u d g e t ;  

G o v e r n o r ' s  C o n t i n g e n c y  F u n d .

♦ C e n t e r  f o r  H e a l t h  S e r v i c e s  R e s e a r c h  

U n i v e r s i t y  o f  W a s h i n g t o n

♦ I n s t i t u t e  o f  S o c i a l / G o v e r n m e n t  R e s e a r c h  

U n i v e r s i t y  o f  A l a s k a

♦ P o s s i b l e  D e m o n s t r a t i o n  G r a n t s /

D e p a r t m e n t  o f  H e a l t h ,  E d u c a t i o n  &  W e l f a r e

♦ A l a s k a  L e g i s l a t i v e  A p p r o p r i a t i o n

1 9 8 0  F i s c a l  ( S u p p l e m e n t a l  Y e a r )
1 9 8 1  F i s c a l  Y e a r

♦ P r i v a t e  F o u n d a t i o n  G r a n t ( s )  a n d  o t h e r  
p r i v a t e  s o u r c e s

♦ O t h e r  s o u r c e s

(6) P r e p a r a t i o n  o f  b u d g e t  i d e n t i f y i n g  a v a i l a b l e

m a n p o w e r  a n d  f u n d s  f o r  1 9 8 0  f i s c a l  y e a r  
a n d  1.981 f i s c a l  y e a r .

(7) O t h e r  t a s k s  t o  b e  d e v e l o p e d  a n d  a s s i g n e d  a s
n e c e s s a r y  a s  p r o j e c t  d e v e l o p s .

(8) D e t e r m i n a t i o n  o f  t e c h n i c a l  a s s i s t a n c e  n e e d s

i n  e c o n o m i c s ,  s t a t i s t i c s ,  p l a n n i n g ,  

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

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

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

E a r l i e r ,  Dr. S h o r t e l l  h a d  i n d i c a t e d  t o  t h e  S t a t e  o f  A l a s k a  t h a t  

p o s s i b l e  a s s i s t a n c e  w h i c h  m i g h t  b e  a r r a n g e d  t h r o u g h  t h e  C e n t e r  
for H e a l t h  R e s e a r c h  i n c l u d e d :
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I n f o r m a l  c o u n s e l  a n d  a s s i s t a n c e ;

G u i d a n c e  r e v i e w s ;

C o n t r a c t s  f o r  d e f i n e d  c o m p o n e n t s  o f  w o r k ;

A s s i s t a n c e  i n  p l a n n i n g  e v a l u a t i o n ;

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

Mr. P r o v e n c e  a n d  M s .  M c E v o y  r e s t a t e d  s o m e  o f  t h e  a b o v e  l i s t e d  
p o i n t s  d u r i n g  t h e  m e e t i n g ,  e m p h a s i z i n g  t h e  p o s s i b i l i t y  o f  

s p e c i f i c  c o n t r a c t s  f o r  s p e c i f i c  c o m p o n e n t s  o f  t h e  n e c e s s a r y  
w o r k .  I t  w a s  i n d i c a t e d  t h a t  b e y o n d  t h e  e x p e r t i s e  a v a i l a b l e  

i n  t h e  C e n t e r  f o r  H e a l t h  S e r v i c e s  R e s e a r c h  t h e  C e n t e r  h a s  

a c c e s s  t o  m a n y  s o u r c e s  o f  e x p e r t i s e  w i t h i n  t h e  U n i v e r s i t y  o f  
W a s h i n g t o n  w h i c h  c o u l d  b e  c a l l e d  o n  f o r  p a r t i c i p a t i o n .

It w a s  a g r e e d  a t  t h e  c o n c l u s i o n  o f  t h e  m e e t i n g  t h a t :

* D i s c u s s i o n s  w o u l d  b e  h e l d  w i t h  Dr. S h o r t e l l ,  

D i r e c t o r ,  o n  h i s  r e t u r n  t o  S e a t t l e  a n d  a 
r e p o r t  m a d e  o f  t o d a y ' s  d i s c u s s i o n .

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

r e f e r r e d  t o  h e r e i n  e a r l i e r  a n d  t h e  

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

* F o l l o w i n g  t h e  a b o v e  s t e p s  t h e y  w i l l  p r e p a r e

a l e t t e r  t o  t h e  D e p a r t m e n t  w i t h  t h e i r  o b s e r v a ­
t i o n s  a n d  c o m m e n t s .  I n c l u d e d  in t h e  c o m m e n t s  

w i l l  b e  a r e v i e w  a n d  l i s t i n g s  o f  t h e  C e n t e r ' s  

p o t e n t i a l  i n v o l v e m e n t  in t h e  p r o j e c t  a n d  t h e  

b a s e s  ( f i n a n c i a l ,  p e r s o n n e l  a n d  o t h e r w i s e )  o f  
s u c h  p a r t i c i p a t i o n .

F o l l o w i n g  t h e  o u t l i n e  o f  t h e  c o n c l u s i o n s  a n d  s u m m a r i e s  l i s t e d  
a b o v e ,  t h e  m e e t i n g  w a s  a d j o u r n e d .

F r e d e r i c k  M c G i n n i s  

D e p u t y  C o m m i s s i o n e r

c c  f o r  i n f o r m a t i o n :

C o m m i s s i o n e r  H e l e n  D. B e i r n e  

D e p u t y  C o m m i s s i o n e r  A l l e n  K. K o r h o n e n  

D e p u t y  C o m m i s s i o n e r  C a t h e r i n e  M. L l o y d  

V ^ S t a t e  H e a l t h  P l a n n i n g  &  D e v e l o p m e n t  A g e n c y  
K a r e n  C o r y ,  G o v e r n o r ' s  O f f i c e ,  J u n e a u  

F r a n  U l m e r ,  G o v e r n o r ' s  O f f i c e ,  J u n e a u
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A s  y o u  w i l l  n o t e  f r o m  t h e  e n c l o s e d  m a t e r i a l ,  t h e  D e p a r t m e n t  o f  
H e a l t h  a n d  S o c i a l  S e r v i c e s  is m o v i n g  r a p i d l y  a h e a d  o n  a c o m p r e ­

h e n s i v e  s t u d y  o f  a m o d e l  h e a l t h  d e l i v e r y  s y s t e m  f o r  A l a s k a .

T h e  D e p a r t m e n t ’s c o o r d i n a t o r  o f  t h i s  s t u d y  is D e p u t y  C o m m i s s i o n e r  

F r e d e r i c k  M c G i n n i s .  A s  y o u  a r e  a w a r e ,  Dr. M c G i n n i s ,  w h o  is at 

p r e s e n t  l o c a t e d  i n  A n c h o r a g e  w i t h  a l o g i s t i c  r e s p o n s i b i l i t y  f o r  
t h e  S o u t h c e n t r a l  a r e a ,  h a s  h a d  s i g n i f i c a n t  e x p e r i e n c e  in t h e  
f i e l d  o f  h e a l t h  a n d  s o c i a l  s e r v i c e s .  H i s  i n t e r e s t  in t h e  

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

o f  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  f o r  a p e r i o d  

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

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

t h e  s t a t e .

D e p u t y  C o m m i s s i o n e r  M c G i n n i s  a n d  I h a v e  m e t  w i t h  G o v e r n o r  H a m m o n d  

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

p r o c e e d  o n  t h i s  m a t t e r  a s  r a p i d l y  a n d  t h o r o u g h l y  a s  p o s s i b l e  w i t h  
f r e q u e n t  i n f o r m a t i o n a l  a n d  d i r e c t i o n a l  c o n t a c t s  w i t h  t h e  G o v e r n o r ' s

In t h i s  p a c k e t  y o u  w i l l  f i n d  D r .  M c G i n n i s '  b r i e f i n g  m e m o r a n d u m  

r e g a r d i n g  h i s  c o n f e r e n c e  in W a s h i n g t o n ,  D . C . ,  w i t h  L i e u t e n a n t  
G o v e r n o r  T e r r y  M i l l e r ,  w h i c h  i s  t h e i r  s e c o n d  m e e t i n g  s i n c e  t h e  

G o v e r n o r ' s  c o n c u r r e n c e  w i t h  t h e  p r o j e c t .  A l s o  i n c l u d e d  a r e  
r e p o r t s  a n d  r e c o r d s  o f  t h e  c o n f e r e n c e s  h e  h a s  r e c e n t l y  a t t e n d e d  

t o  s u p p l e m e n t  o u r  k n o w l e d g e  o f  m o d e l  h e a l t h  d e l i v e r y  s y s t e m s ,  to 

t e s t  t h e  i n t e r e s t  o f  t h o s e  a g e n c i e s  w i t h  w h o m  w e  m u s t  c o o r d i n a t e ,  

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

c o m e .

T h e s e  r e p o r t s ,  a n d  t h o s e  t o  f o l l o w ,  w i l l  e x p r e s s  t o  y o u  t h e  
D e p a r t m e n t ' s  i n t e n s e  a n d  d e d i c a t e d  i n t e r e s t  in e s t a b l i s h i n g  a 

h e a l t h  d e l i v e r y  s y s t e m  f o r  A l a s k a  t h a t  w i l l  a d d r e s s  t h e  h e a l t h  
a n d  m e d i c a l  n e e d s  o f  a l l  A l a s k a n s  in t h e  m o s t  c o s t  e f f e c t i v e  
m a n n e r  p o s s i b l e .

F r o m  t h i s  d a t e  on, a n d  t o  e x p e d i t e  t h i s  s t u d y ,  D e p u t y  C o m m i s s i o n e r  
M c G i n n i s  w i l l  b e  c o p y i n g  y o u  s i m u l t a n e o u s l y  w i t h  t h e  C o m m i s s i o n e r ' s  
O f f i c e  as w e  m o v e  t o  a r e s o l u t i o n  o f  o n e  o f  t h e  s t a t e ' s  m o s t  
p r e s s i n g  p r o b l e m s  in c o n j u n c t i o n  w i t h  t h e  G o v e r n o r ' s  O f f i c e .

K D B / m a g
E n c l o s u r e s ,  a s  i n d i c a t e d  a b o v e  

.. cc: G o v e r n o r  H a m m o n d
^ ^ - L i e u t e n a n t  G o v e r n o r  M i l l e r

O f f i c e .
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F r o m  time to time discussions have taken place within the 
Dep a rt m e n t  a nd with others with regard to a ’’Model Health 
D el i ve r y System" for the State of Alaska. For a n umber of 
years, delays have b ee n  encountered in active planning for 
aa i mp roved delivery system for Alaska because of t he pros­
pect  of  the National Health Insurance pro gr a m being enacted 
by the Federal Congress. 'While numerous discussion continues 
to go forward with regard to a National Health Insurance 
program, it n o w  appears that the enactment of and the 
implementation of such a plan are receding farther and farther * 
into the future.

The question continues to be raised as to whether Alaska 
should consider the possibility of a Model Health Delivery 
System geared to the needs of our state. If such a system 
could be developed and become operative sometime before any 
National Health Insurance program is in place, it could serve 
as a prototype for the nation.

There are several reasons why Alaska should consider developing, 
as rapidly as good planning will permit, a Model Health Delivery 
P l a n  for all the citizens of our state. With our extremely small 
population and with the numerous extensive health delivery plans 
in place already, it would seem that Alaska could adjust its 
present p r o g ra m and add thereto in order to create a truly 
comprehensive and effective health delivery system. It will 
take bold, creative and extensive work to develop such a system 
for Alaska.

. i
There are numerous parties at interest in such a proposed plan.
In addition to the State of Alaska (executive and legislative 
branches), the Federal Department of Health, Education and Welfare 
and its several divisions h?ve strong interests. The private 
phy s ic i an s  and hospitals of the state, which together become the 
strongest foundation _,cones of health delivery systems, would 
have substantial interests.

The Indian Health .Service and the Alaska Native Health Corpora­
tions have strong Interests, as would the insurance industry 
serving Alaska. Additional exploration will reveal other important 
interests to be considered, including the planning arm of our 
Department, the Office of Planning & Research of the Governor’s 
Office, local, regional health planning agencies and the State 
Health Coordinating Council. As plans develop, all such segments 
with interest in such a program will need to be involved in the
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planning, goal and objective setting, and implementation phases 
of an;.- new program.

Apart from social and health policies concerned and apart from 
the different funding mechanisms and health providers, there is 
a national, as well as Alaskan, growing concern over the 
spiraling medical care costs. According to the U. 3. Department 
of Labor, Bureau of Labor Statistics, the medical care costs in 
Anchorage, Alaska, in 1977 were 60% over the U. S. urban average 
costs. Los An eles, California medical care costs were only 25% 
above the U. S. urban average costs.

A variety of studies has indicated that hospital charges and 
d o c t o r s’ fees have been rising at higher rates throughout the 
nation than th-'* Consumer Price Index has been accelerating.

Any n ew s ystem planned should address (1) improved social policy,
(2) improved health policy, (3> strong interest in prevention, ‘‘
(4) a more equitable access t«. health services, and (5) cost 
containment and cost effectiveness.

All of the above considerations, and others, have initiated 
certain discussions with regard to the prospects of the State 
of Alaska designing a new system and plan for the delivery of 
health services.

A careful analysis of a part of public spending for health in 
Alaska on the federal and state levels easily identifies approx­
imately 183 million dollars b eing spent in FY 1980 for health 
programs (excluding capital expenditures) through our Department 
and the Indian Health Service alone. Other expenditures related 
to military personnel would be on top of that. In addition, 
special federal grants to ^he Native health corporations and 
other organizations in Alaska probably would bring the total 
into the 200 million annual range during FY 1980. Those figures 
exclude also the health care coverage of State, federal and 
local government employees covered under health insurance pro­
grams. Such costs represent an outlay of public funds on behalf 
of those employees of government at all levels in Alaska.
Excluded also are industry, business and private insurance 
programs. In 1977, at least $84,822,000 in health care and 
accident insurance premiums were paid.

A considerable amount of research will need to be done before 
Alaska can develop a definitive statement as to the total actual 
expenditures for health services in the State. Such research 
should Ve undertaken and facts developed as completely and as 
accurately as possible as to the status of spending at the present 
time. Any proposal for a revised program of health delivery .in 
the state should be based upon sound statistical and fiscal data 
and should b e able to demonstrate an improvement over the present



system. Any proposal would need to be acceptable to private 
p r o v i d e r s .

The following contacts have been made and conferences on the 
concepts presented herein have been held as follows:

I . 'Washington . D.C.

Dr. George Lythcott of the Health Services 
Administration. Dr. Emory joined the dis­
cussions.

Vr Isadore Seeman of the Office of Health,
Policy, Research & Statistics of the U. S.
P ub l ic  Health Service

Mr. Ronald Carlson of the Health Care Finance 
Adm i nistration.

IJ. Seattle, Washington - Region X

Dr. David Johnson 
Mr. Michael Street 
Mr. David Hanson 
Mr. Jim VanEoomison
Deputy Commissioner Frederick McGinnis (DHSS)
Ms. Sharon Osborn (DHSS)

I I I . Juneau, Alaska

Department of Commerce, Division of Risk Management 
John George 
Richard Reiner 

Office of Planning and Research 
Virginia Stonkus 
Chris Pohl 

Governor's C j. rice 
Mike Harpei 

DHSS
Commissioner Helen D. Beirne
Deputy Commissioner Frederick McGinnis
Special Assistant Janice Gates

IV. University of Washington - Seattle

Dr. Stephen M. Shortell, Director, Center for 
Health Services Research 

Ira Moscovic, Rural Health Care and Manpower 
Andy Dolan, Health Law, R eg u la t i o n , Manpower 
Laura Beth Lawson, Coordinator, Technical 

Assistance, Region X



V. State of Hawaii - Honolulu

Department of Labor 
Department of Public Assistance 
Department of Health

The purpose o f this memorandum is to bring you up to date with 
the Department's present thinking and the explorations which 
have been going forward recently.

While your representatives at several meetings indicated that 
the concept should b e  explored further, the Department requests 
y o u r  formal approval to proceed further in development of the 
plan. Our plan would b e to keep you advised at each phase and 
to seek your concurrence in any major commitments which would 
b e needed as the study phase develops.

It is anticipated that the following steps will be taken in the 
near furure by the Department, provided your approval to proceed 
is given at this time:

1. A survey of present planning and research funds 
available within the State of Alaska to assist 
in this planning effort. Included in the suryey 
of financial resources will be the Office of 
H ealrh Planning and Development of our Department, 
the budgets of the health divisions of our Depart­
ment (Mental Health, Public Health, Alcoholism &
Drug Abuse). Explorations may go forward with 
regard to resources which may be available from 
private foundations and the federal government.

2. A clarificaxion of assistance that may be available 
■ through the University of Washington's Center for
Health Services Research, Department of Health 
Services, under their contract with the federal 
government to assist states in Region X with health 
planning. In addition, explorations should be made 
with the University of Alaska's Institute of Social, 
Government and Economic Research as to any assistance 
they nay b e able to give the project.

3. If financial resources can be made available, the 
setting of criteria for and the naming of a project 
director f o r  the plan. The project director and/or 
staff probably should be located within the Depart­
m e n t’s Office of Health Planning and Development,
but given the specific task of working on this specific 
p r o j e c t .

4. Based on budget considerations and availability of
funds, a small but competent staff should be identified
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either to do the research or to contract for the 
research necessary to develop the data needed to 
carry forward the plan envisioned.

5. Preliminary conversations and/or discussions should 
be held with other parties at interest within Alaska, 
including:

- Indian Health Service

- A l a s k a  Eospital Associ' tion

- Alaska Medical Association

- A l aska Legislature

- Insurance industry

- G o v e r n o r’s Planning Office

- Consumer representatives

6. In due course, a broad-based advisory panel should 
be named to advise the project director and staff.
Consideration will be given to whether or not the
State Health Coordinating Council night serve as the 
advisory group to the project with possible provision 
for additional technical expertise if needed.

7. A proposed schedule of activities with time frames 
and objectives should be developed in order to plan 
realistically for the project.

Additional information will be provided to you if requests on
any of the topics presented in this briefing memorandum.

R E C O M M E ND A TI O N:

It is recommended that your approval be given to explore further 
the concept of a revised, improved and comprehensive health 
delivery system for Alaska with the goals of better services and 
cost efficiencies.

_______ Approved

_______ Not approved at this time

Jay S. Hammond, Governor





House CS for CS for Sponsor Substitute for Senate Bill No. 227
(in Thousands of Dollars)

For Full Fiscal Year 1981

Total Fedoral

Addition of Medicaid $24,194.5 $15,717.0
Services and New 
Hligiblcs

Decrease of GR-Mcd. ( 4,471.8) -0-
as Result of Adding 
Medicaid Svcs. and 
Eligible Groups

State Only Medically 11,LOO.4
Needy

Interest Payment ... 282.2 _________

TOTAL, for Full $31,174.3 $15,717.0
Fiscal Year

- 0 -

- 0 -

Statc

$ 8,477.5

( 4,471.S)

11,109.4

282.2

$15,457.3

New
Positions

17

16

- 0 -

33

House CS for CS for Sponsor Substitute for Senate Bill No. 237 (Finance)
For 0 Months Implementation 

FY 81

January 1, 1981. - June 30, 1981

Total

Addition of Medicaid $12,097.3
Services and New 
HligiMcs

Drecreaso of GU-Mcd. ( 2,235.9) 
as Result of Adding 
Medicaid Svcs. and 
HIigibility Groups

State Oi 11 y Med j ca IJ y 5,584. 7
Needy

Interest Payment .282.2.

TOTAL for 6 Months $15,728.3

Federal

$7,858.5

- 0 -

- 0 -

0-

$7,858.5

State

$4,238.8

(2,235.9)

5,584.7

282.2

$7,869.8

New Positions 
for 6 Months

17

16

lit

33
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c o m p o n e n t  in the  analysis sec t ion . )
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I-Y 80 '•Y 81 FY 82 FY 83 F Y  84 FY 85
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111. A N A L Y S IS  (See Fiscal Note  Prepara t ion  Instruction: . ,  Sec t ion  111)

. Med ica l  b e n e f i t ?  would be prov ided t.o approx imate ly  3,065 now c a s e s  under the 
Med ica id  program. Adm in i s t r a t i on  o f  program b e n e f i t s  would r equ ir e  15 f i e l d  
s t a f f  p o s i t i o n s  and ? c en tr a l  o f f i c e  p o s i t i o n s ,  o f f i c e  s p a c e ,  and a d d i t i o n a l  
computer time to  be d i v id e d  between the I ' l i c j i h i l i l . y  De term ina t ion  and P u b l i c  
A s s i s t a n c e  Adm in i s t ra t i on  P.IIlls. funding is 50 ' federa l  except f o r  the Ind ian  
Hea l th  Care program which i s  funded at. 100“' f edera l  funds.  S in c e  the  b i l l  
proposes  to add new coverage  groups and new c a t e g o r i e s  o f  coverage  to  M ed i c a id ,  
there  w i l l  he a reduct ion  in nonora l R e l i e f  Med ica l  program expend i tu re s  as 
i n d i c a t e d  on page ?., Thus ,  the a c tua l  i n c r e a s e  in s t a t e  General  fund revenues 
needed for t h i s  in crea sed  Med ica id  coverage  i s  8 ,477.5 ~ 4 ,471.8  ■ 4 ,005 .7 .
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111. A N A LY S IS  (See Fiscal Note Preparation Instructions, Section 111)

■ Decrease  in General R e l i e f  Med ica l  proqram expend i tu r e s  due t o  the t r a n s f e r  
o f  coverage for  c e r t a i n  s e r v i c e  c a t e g o r i e s  from s t a t e  funding to c o v e rage  unde* 
the Med ica id  program, and the a d d i t i o n  o f  c e r t a i n  groups under M ed i c a id  that 
are  cu r r en t ly  covered by General  R e l i e f .  M e d i c a l .
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111. A NALYS l f  (See lnscal Note Prepainlion Instructions, Section 111)

Med ica l  b en e f i t s  would be prov ided  to approx imate ly  2,821 new c a s e s  under a 
s t a t e - o n l y  m ed ic a l l y  needy program as part o f  the Genera l  R e l i e f  M ed ic a l  program. 
Adm in i s t r a t i on  of program b e n e f i t s  would r c g u i r :  14 f i e l d  s t a f f  p o s i t i o n s  and 2 
c e n t r a l  o f f i c e  p o s i t i o n s ,  o f f i c e  s p a c e ,  and a d d i t i o n a l  computer time to be d iv id ed  
between the E l i g i b i l i t y  lie t e rm ina t ion  and P u b l i c  A s s i s t a n c e  A dm in i s t r a t i o n  BKUs.
Funding i s  i nd ic a t ed  as lOOl' s t a t e  f i n d s ,  but i f  mav be p o s s i b l e  t o  r e c e i v e  federa l  
funding for  c e r t a i n  i n d i v i d u a l s  w i th  income l e s s  than 113.'. o f  the s t a t e  need 
s tandard for the p a r t i c u l a r  e l i g i b i l i t y  c a t e g o r i c a l  group to wh ich  they  are r e l a t e d .
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111. A N A LY S I S  (See Fiscal Nolo Preparation Instructions, Section 111)

. Funding neces sary  to make i n t e r e s t  payments to p ro v id e r s  f o r  Med i c a id  and 
General  R e l i e f  Med ica l  c l e a n  c l a im s  not processed  w i t h in  If) days o f  r e c e i p t  
by the Department. Federa l  law r equ i r e s  s t a t e s  to  p roce s s  90'," o f  M ed ic a id  
c l e a n  c la ims  w i t h in  30 days o f  r e c e i p t ,  however no p r o v i s i o n  i s  made under 
federa l  law for  funds t o  be used to make i n t e r e s t  payments. T hu s ,  a l l  
i n t e r e s t  payments must be made u s in g  s t a t e  funds on ly .
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r.!IT!!OD Ull\) '!0 UKVELOI* FISCAL NOTi: I OR HCS  for C S  for SSSD 227 ( F i  n.)

SU 22.7* proposes  to  add new c ove rage  and new e l i g i b l e  c a t e g o r i e s  
t o  the Med ic a id  and General  I’. c ' l i o f  Med ica l  (GRM) programs adm in i s t e r ed  
hy the Department o f  H ea l th  ft S o c i a l  S e r v i c e s  through the  D i v i s i o n  o f  
P u b l i c  A s s i s t a n c e .  The b i l l  would add s e r v i c e s  and e l i g i b l e  b e n e f i c i a r i e s  
no t  p r e s e n t l y  covered  by a medica l  a s s i s t a n c e  program adm in i s t e r ed  by 
th e  Department. In o rder  to  attempt t o  gauge the  e f f e c t  o f  SB227 ,  i t  
was n e c e s sa ry  t o  do some p r o j e c t i o n s  based on the  p re sen t  A laska  M ed i c a id  
and GRM programs and the M ed ic a id  programs in  o th e r  s im i l a r  s t a t e s .  In 
d e v e l op in g  a f i s c a l  no te  for  SB 320, the Department a cqu i r ed  f i n a n c i a l  
r epo r t s  from f i v e  western  s t a t e s  hav ing  m e d i c a l l y  needy programs.  The 
f i n a n c i a l  r epor ts  covered  the  f edera l  f i s c a l  y e a r s  1977 and 1970 f o r  
Hawa i i ,  Montana, North Dakota ,  U tah ,  and Wash ington .  T h i s  i n f o rm a t i on  
a l s o  was used to  deve lop  the  f i s c a l  note f o r  SB  227 .

The  f i s  I note  i s  d i v i d e d  in t i  f ou r  pages t o  a l l o w  f o r  s ep a ra t e  c o n ­
sider;: ' . . >ns o f  add ing new s e r v i c e s  and e l i g i b l e  groups to  Med i c a id  on 
th e  GRM program by the e f f e c t  th a t  a d d i t i o n  to  M e d i c a id ,  the  c r e a t i o n  o f  
a m ed i c a l l y  needy program, and the  payment o f  i n t e r e s t  on pas t  due 
med ica l  c l a im s .

The  f i r s t  page o f  the  f i s c a l  note  co v e r s  the a d d i t i o n  o f  new e l i g i b l e  
groups and s e r v i c e  c a t e g o r i e s  under the Med ica id  program. The b a s i c  
M ed ic a id  request  f o r  FY Cl minus the 100.'. f e d e r a l l y - f u n d e d  Ind ian  H ea l th  
Care  Improvement Act coverage  ($40,720,000) was used as  a base . To  th a t  
was added 17.17. a d d i t i o n a l  funds f o r  M'ose new s e r v i c e  c a t e g o r i e s  th a t  
a r e  not p r e s e n t l y  covered  under the  !' ska M ed ic a id  program. T h i s  
b r in g s  the t o t a l  to  $47,683,800. The 17.151 f igure  i s  d e r i v ed  from the 
average  percen tage  in the f i v e  o th e r  s t a t e s  f o r  th o s e  c a t e g o r i e s  o f  
s e r v i c e  th a t  arc  not. covered  under the A laska  Med i c a id  program th a t  
wou ld  be added by t h i s  b i l l .  T h i s  s ub to t a l  was then m u l t i p l i e d  by l . b ,  
th e  f a c t o r  by which I b e l i e v e  the  o v e r a l l  c o s t  oT the  M ed ic a id  program 
wou ld  i n c r e a s e  ($71,525,700).  A la ska  has i lower  percen t  o f  the  t o t a l  
p o p u la t i o n  p a r t i c i p a t i n g  in  the M ed ic a id  program than in o th e r  s t a t e s ,  
p a r t i c u l a r l y  in the groups of  i n d i v i d u a l s  under 21 and i n t a c t  f a m i l i e s .

To  doub le  check th e se  p e r c e p t i o n s ,  and t o  a r r i v e  a t  a more p r e c i s e  
budget, p r o j e c t i o n ,  the  f i s c a l  note  was deve loped  by budget components,  
l t  was p ro j e c t ed  th a t  the M ed ic a id  components would be a f f c c t e i  in  the  
f o l l o w i n g  ways: h o s p i t a l  i n c r e a s e  by 1.33,  p h y s i c i a n s  i n c r e a s e  oy 1 .33 ,  
o t h e r  s e r v i c e s  i n c r e a s e  by 1.33, EF'SDT i n c r e a s e  by 2 .0 ,  nu r s in g  homes 
remain c o n s t a n t ,  and Ind i an  h e a l th  i n c r e a s e  by 2 .0 .  The e f f e c t  on the 
GRM budget , r e f l e c t e d  by page two o f  t.ho f i s c a l  n o t e ,  wou ld  be a s  f o l l o w s :  
hosp i ln ' l  reduced by .33 ,  p h y s i c i a n s  reduced hy .33, o th e r  s e r v i c e s  
reduced by .!>(), and nur s ing  homes and c a ' a s t r o p h i c  i l l n e s s  remain ing 
c o n s t a n t .  T h e se  changer, by s p e c i f i c  component produced t.ho t o t a l  used 
f o r  the f i s c a l  note o f  $71,407,900 f o r  M ed ic a id  in  FY 81.

The  high amount o f  Federa l  funds shown in the f i s c a l  no te  i s  th e  r e s u l t  
o l  a l a r g e  in c r e a s e  p r e d i c t e d  in lhe  Ind ian  h e a l th  component wh ich  i s  
100 • federal  funding.  ' Ih i s  i n c r e a s e  would not he a f u n c t i o n  o f  p eop le  
r e c e i v i n g  now s e r v i c e s  Iml. I.lie r e s u l t  o f  a funding c l i a n g e - - t h e  A la ska  
Area Mot ive  l ltol . 'h S e r v i c e  (AAf.'IIS) would he a b l e  to r e c e i v e  mure f edera l

* .'in all car.es, Senate Mill 227 mconr; ilour.c CS for C'S for SSSB227
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Med ica id  money for s e r v i c e s  th a t  th ey  are  a l r e a d y  p r o v id in g  t o  persons  
e l i g i b l e  ' o r  AAIIIIS, but who are not M ed ic a id  e l i g i b l e  now s imp ly  because  
A l a s k a ' s  Med ica id  program does no t  prov id e  c ove rage  for  i n t a c t  f a m i l i e s .

The th i r d  page o f  the f i s c a l  no te  co v e r s  th e  e f f e c t  o f  add ing  a m ed i ­
c a l l y  needy program in A la sk a .  I t  is based on the  p r o j e c t i o n s  done in 
d ev e l op in g  the f i s c a l  note  fo>- th e  Sena te  l ltSS Committee for  SB 320.
For purposes o f  SB 227, th e  amount in th a t  f i s c a l  no te  was doub led  to  
r e f l e c t  the f a c t  th a t  SB 22 7w ou ld  r equ i r e  m e d i c a l l y  needy c ove rage  f o r  
not on ly  adult: c a ses  but a l s o  f o r  f a m i l i e s  and i n d i v i d u a l s  under age 21, 
and would e s t a b l i s h  a h igh e r  c u t - o f f  p o in t  f o r  e l i g i b i l i t y .

* i

The  fourth  page p rov id e s  an a n a l y s i s  o f  the c o s t s  o f  p r o v id in g  i n t e r e s t  
payments on pas t  due c l e a n  c l a im s  submit ted t o  the Department. Wh i le  SP  
2 2 7 does not soy s p e c i f i c a l l y  t h a t  th e  p r o v i s i o n  would a p p l y  o n l y  to  t h _
Med ic a id  and GRM programs, th a t  assumpt ion has been made f o r  purposes  o f  
th e  f i s c a l  no te .  The amount p ro j e c t e d  i s  approx imate ly  o n e - h a l f  percen t  
o f  the t o t a l  Med ic a id  and GRM budgets ,  minus the  Ind ian  h e a l t h  component 
s i n c e  tha t  i s  merely a t r a n s f e r  o f  f edera l  funds and no t  an a c tu a l  
payment for  s e r v i c e s  rendered. The f i g u r e  i s  based on the  assumpt ion  
t h a t  the I.apartment w i l l  be a b l e  t o  c o n t i n u e  t o  make improvements in  i t s  
c l a im s  p ro c e s s in g  system, e v e n t u a l l y  o b v i a t i n g  the need f o r  any i n t e r e s t  
payments t o  be made. 01' c o u r s e ,  i f  the  c l a im s  p r o c e s s i n g  system would 
r e v e r t  back to  i t s  p rev iou s  c o n d i t i o n ,  the  amount o f  t h i s  f i s c a l  note  
wou ld  be c o n s i d e r a b l y  g r e a t e r .

The summary sheet totals the costs for the Department for SB 227. Since 
the fiscal notes were prepared based on the Mouse Hess version of the bill, 
the budgets reflect costs for a full fiscal year implementation. The 
current House Finance version begins implementation at a later date on 
January 1, 198.1. Therefore, we have reduced the costs by 505 to reflect 
only 6 months implementation for that fiscal year.



DIVISION OF PUBLIC ASSISTANCE
FY79 ACTUAL 

TOTAL FY30 FCC
FY80 SUPPLE­

MENTAL CURRENT FY80 PROJECTED
BRU AS OF 11/27 /79 AUTHORIZATION REQUEST TOTAL NEED FY31 REQUEST

EN. POP: .
DISCRETIONARY (OF) (OF) (OF)

E 1i g . Der. $3718.3 4377.1 (2638.2) 4377.1 4595.9 (2321.0)
S t a f f  Dev. 253.8 130.4 (40.8) 130.4 140.0 (63.1)
Q u a l i t y  Con tro l ^07.0 496.0 (248.5) 495.0 549.0 (274.5)
General R e l i e f 707.1 650.0 (650.0) 650.0 650.0 (650.3)

TOTAL 5086.2 5653.5 73577.5) 5653.5 (3577.5) 6034.9 73324.5")

NGN-DISCRETIONARY
AFDC 21276.6 22734.5 (11367.2) 3447.9 26182.4 (13091.2) 21133.1 (15556.5)
AD 3130.2 3782.8 (3782.8) 202.7 3935.5 (3935.5) 4974.1 (4974.1)
AB 103.7 113.3 (118.8) 113.8 (118.8) 140.9 (140.9)

*OAA 2950.2 3141.4 (3141.4) 421.8 3563.2 (3563.2) 4344.9 (4344.9)
TOTAL 27465.7 29777.5 (18410.2') 4072.4 33349.9 (20753.7) 40592.0 (25026.41

* AGED COVER PROGRAM

!EALT!i:
NON-U!SCRETIONARY 
MEDICAID

llospi t a l s 6047.9 5617.7 (1160.7) ' 1066.7 6634.4 (1694.0) 8923.7 (2461.9)
P h y s i c i a n s 2872.4 2819.2 (621.9) 1217.6 4026.8 (1220.7) 5331.1 (2630.5)
Other  S e r v i c e s 889.9 735.1 (276.6) 435.8 1170.9 (494.5) 1563.1 (671.1)
EPSDT 1600.8 1711.5 (855.7) 480.0 2191.5 (1095.7) 2925.7 (1452.3)
Nurs ing Home 12947.8 15825.6 (967.4) 1716.0 17541.6 (853.0) 21927.0 (3553.5)
Ind ian  Hea lth 1458.7 6557.6 - 0 - 6557.6 -0 - 7239.6 - 0 -

TOTAL 25817.5 33256.7 73832.37 4916.1 33182.8 (5372.9) 47960.2 7l 034j'.7)'

GENERAL RELIEF  MEDICAL
Hospi i-als 4137.9 4147.9
Ph y s i c i a n s 1443.4 1150.3
Other 1333.0 1224.1
Nurs ing Homes 328.8 683.0
C a t a s t r o p h i c  I l l n e s s 801.0 754.2
R e s i d e n t i a l  Nurse - 0 - 166.4

1TAL 8049.9 8126.8

DISCRETIONARY
PA Admin & Support 970.4 910.9
C o l l e c t i o n s 42.8 44 .S

SUBTOTAL 67432.5 77780.2
+FEDERAL FOOD STAMPS 10400.0 14976.0
•) ENERGY ASSISTANCE PROGRAM N/A Ij/A

(8126787

(529.2)
(44.8)

3^570.0

1356.8 5504.7 7343.8 (7348.3)
900.0 2050.3 2737.1 (2737.1)
473.4 1697.5 2266.1 (2265.1)
231.7 915.6 1144.5 (1144.5)
- 0 - 754.2 977.3 (977.3)
-0 - 166.4 166.4 . •)

2961.9 17088.7" 711033'.77 ’14640.2 7 1 4 6 4 0 )

910.9 (529.2) 979.8 (594.8)
44.8 (44.8) 47.4 (23.4)

89730.6 (41471.8) 
14976.0 

3636.7___________________

110225.5
18637.0

(54964.3)



RH\. JEST 
Hili/Rcsoiution No. .Ci_Xo r_/. 5_ /> I 'M  Le J i l l  i / 2 11
T i t l e _________
Requested bv_

i n s u r a n c e . fur A lcoho l  i sm and L'hia^Tieiienden a
Date

II. FISCAL DETAIL
A n c n c v  A f fec te d  A d m i n i s t r a t i o n  -  D i v i s i o n  o f  R e t i r e m e n t  a n d  B e n e f i t s  
P r o g r a m  C a tego ry  Aff cc tc d   ~ T<eTi r c n i e n t  a n d  B e n e f i T s  "TOTITEirUITnEnT57“
C R U ,  P ro g ra m ,  or S u b p r o g r a m ^ )  A f f e c t e d ________0 2 - 9 6 - H-T)I-UTT')']___________ . .___________
( N o t e :  I f  m o re  tha n  o n e  b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e pa ra te  l inc-i tein a m o u n t s  and fu n d in g  for cacii 

c o m p o n e n t  in the  analys is  sec t io n . )
E X P E N D I T U R E S  ( T h o u s a n d s  o f  Dol lars)

FY 79 FY  150 FY Cl FY 1)2 FY 83 FY C l
)0'. P F R S O N A !  S E R V IC E S
500 T R A V E L
3 0 0 C O N T R A C T U A L
400 C O M M O D I T I E S
s o n FOt.LLijMJ;NT 1
600 I .A N D T ST iUU T U R F S 1
700 TRS STATE MATCH .  .  ...

JLQIL. BENEFITS. ..................... ....... . ........ 2il? Jj ) 5C.4 4 0 6 . 1 407.3 j 1)84. 8
TOTAL 487.3

FUNDING (Thousands of  Dollars)

«;j km RAI 1 U N U 330.8 211. 1 332.6 399.2 478.9
M  I I Nl 13.0 15.1 22.4 2G.9

VETERAN'S FUND 0.6 0.7 0.8 1.0 1.2

FISH t, GAM: FUND 7 2 A) 2.4 2.9 3.5
HIGHWAY F'JND 3.7 4.4 5.3 6 .3 7,_(L_ .
AIR PORI f u n ;) 8 .2 9.8 ______1 L J 3 _ _______1 (L 1 _ ______ 1Z.Q____
CAP1TAI FUND 24.0 28.8 34.5 41.4 49.7
PC RS
TRS

POSITIONS NON I.

FUE L '11MF
PART TIME
T EM PO R A R Y . . i

III. ANALYSIS (Sec Fiscal Note Prep;nation Instructions, Section III)
1. Approximate ly 8.900 S l a t e  employees are c u r r e n t l y  covered  under the S t a t e  Group 

Hea l th  Care Plan.

2. The c o s t  to implement the p r o v i s i o n s  o f  t h i s  b i l l  w i l l  bo S3.64 per employee 
per month.

3. E s t imate  that the c o s t  to prov id e  con t inued  coveraqo w 11 in c r e a s e  30'' each year 
foi t.he immediate fu ture .  However, an e f f e c t i v e  a l c o h o l i sm /d r u q  dependonev 
|)fo<jptini shou ld  ho lp  to h m Ii icp o v p t j I I  ho i i l lh  core  clAiui experience? in the fulmi . *

4. Cost  for coveraqo ol p o l i t i c a l  s u b d i v i s i o n s  (appro / . imaLe ly  50 s u b d i v i s i o n s )  
part i c i p a t i n q  in qroup in sur . ime  not in-, ludtd' , rectr. -mend I.bat l.lu; A laska i-.uiii . E 
Le 'ujue, 30) Fran). I in S t . ,  Juneau ,  Ah 506-1325, Rep c on ta c ted  l o r  input.

/it6 /? " J - '
IV. DATE __________ - t /J i l / / " ' .  I T !  !' \  i ’ 1 D HY ['•'’«! !.’ • : H i ' . ‘ . M r

\  ( j j * * *{* v  111 V I *, I  ̂* II v i • •” '» i •' 11 ' 111! n 1 *• t ' f i • • .

.Origin a I 1 - !. live i m.m. v PIU »NE . !* " ’ '
cc:  H . b u t  an ! NR imi i vmvu l

j.. . . » •, - 1 1 ,! : I • :■ I s:■ i ! • 11 na i o r  c . > I I e ! t a N ma  ■ • ■ Hi

•.•••: . r «I * i • ii -p > . * n r  /
' •'1! it - i.

BE



5/29/80 X 
Bradley

original sponsors Colletta, Stimson 
and Hohman

H THE SENATE BY THE FINANCE COMMITTEE

HOUSE CS FOR CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 227 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION

A BILL

'or an Act entitled: "An Act relating to the health of residents of the

state; and providing for an effective date."

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

* Section 1. AS 21 is amended by adding a new chapter to read:

CHAPTER 50. COMPREHENSIVE HEALTH CARE PLANS.

Sec. 21.50.010. RESIDUAL MARKET HEALTH INSURANCE POOL. (a) The 

carrier which writes the largest premium volume of health insurance in 

the state as determined by the director shall, as a condition of trans­

acting health insurance, establish and operate a residual market health 

insurance pool. Individual, group, and Medicare supplemental comprehen­

sive health care plans as described in AS 21.50.020 shall be available 

through the residual market health insurance pool to every eligible 

individual or employer resident in the state. Applicants shall have a 

choice of the low option, the middle option, or the high option d e­

ductible established under AS 21.50.020.

(b) The administering carrier shall submit to the director for 

approval a plan of operation for the residual market health insurance 

pool which assures the fair, reasonable, and equitable operation of the 

pool. The plan shall establish procedures for administration, account­

ing, record keeping, and reporting for the pool, amendment of the plan, 

and advertising of the coverage provided. If the carrier fails to 

submit a plan within six months after the effective date of regulations 

implementing this Act, Lhe director may adopt a plan to carry out Lhe 

provisions of tin's section.

-I- HCS CSSS SB 227 (*• j nance)
20 A



(c) Rates for comprehensive health coverage issued through the 

residual market health insurance pool may not be excessive, inadequr-c, 

or unfairly discriminatory. The rate for a given classification or 

group in the pool may not be more than 125 percent of the rate for a 

classification or group of at least 25 persons with similar characteris­

tics at standard risk, for equivalent coverage not written through the 

pool. All policy forms and rates shall be filed with the director and 

may be disapproved within 30 days from the filing.

(d) Following the close of a fiscal year, the administering car­

rier shall determine the net premiums, administrative expenses, and 

incurred losses for the year from Lhe operation of the residual market 

health insurance pool. Net gains, if any, shall be held at interest to 

offset future pool losses or allocated to reduce future pool premiums. 

Net losses may be credited against the carrier's income tax payable 

under AS 43.20 or its premium tax payable under this title. If the 

administering carrier's total assessment c r e e d s  its tax. liability for 

the year, the commissioner of revenue shal~ directly reimburse the 

carrier in the amount of the excess.

Sec. 21.50.020. COMPREHENSIVE HEALTH CARE PLANS. (a) Each of the 

three types of comprehensive health care plans (individual, group, and 

Medicare supplemental) shall provide minimum standard major medical 

benefits required by regulation:

(b) A comprehensive health care plan shall provide for a choice of 

deductibles. The low option deductible is $100 per person, the middle 

option deductible is $500 per person, and the high option deductible is 

$1,000 per person. The $.100 maximum, the $500 maximum and the $1,000 

maximum established under this subsection shall be adjusted yearly by 

the director hy regulation to correspond with t h e  change in the medical 

care c o m p o n e n t  o f  t h e  c o n s u m e r  p r i c e  index. T h e  base year f o r  the
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computation is the first full year of operation of the plan.

(c) The sum of the deductible and copayments required in a calendar 

year under an option may not exceed a maximum limit of $1,000 per covered 

individual or $2,000 per covered family. The $1,000 and $2,000 maximums 

shall be adjusted yearly by the director to correspond with the change

in the medical care component of the consumer price index.

(d) A comprehensive health care plan may limit lifetime benefits 

to a maximum of not less than $1,000,000 per insured person.

(e) The director shall adopt regulations establishing subrogation 

rights and coordination of benefits.

Sec. 21.50.030. ELIGIBILITY. (a) An individual comprehensive 

health care plan is open to enrollment by a resident of the state who is 

under 65 and can provide evidence, with respect to major medical cover­

age, of rejection, requirement of restrictive riders, a rate up, or a 

preexisting con. itions limitation by ^ c a r r i e r 3 within six months before 

the application for enrollment in an individual comprehensive health 

care plan, the effect of which is to substantially reduce coverage from 

that available to a person considered standard risk.

(b) A group comprehensive health care plan is available to a 

resident employer of three or more employees whom the employer seeks to 

enroll in a group plan, who can provide evidence, with respect to major 

medical coverage, of rejection, requirement of restrictive riders, a 

rate up, or a preexisting conditions limitation by carrier-' within six 

months before the application for a group comprehensive health care 

plan, the effect of which is to substantially reduce coverage from that 

available to a group considered standard risk or a group of 25 members.

(c) A  M e d i c a r e  s u p p l e m e n t a l  c o m p r e h e n s i v e  h e a l t h  c a r e  p l a n  is o p e n  

t o  e n r o l l m e n t  b y  a resident: o f  t h e  s t a t e  w h o  is e n r o l l e d  i n  M e d i c a r e  

r.irLs A a n d  11 a n d  w h o  c a n  p r o v i d e  e v i d e n c e ,  w i t h  r e s p e c t  to m a j o r  m e d i -
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cal coverage, of rejection, requirement of restrictive riders a rate up, 

or a preexisting conditions limitation by "jx carrier3within six months 

before the application for enrollment in an individual comprehensive 

health care plan, the effect of which is to substantially reduce cover­

age from that available to a person considered a standard risk.

(d) An individual may not purchase or renew coverage under a c o m­

prehensive health care plan established under this chapter after ceasing 

to be a resident of the state.

Sec. 21.50.040. ADDITIONAL CRITERIA FOR ELIGIBILITY. The director 

may adopt by regulation supplemental or alternative eligibility criteria 

which reflect the inability of an applicant to obtain coverage sub­

stantially similar to that which may be obtained by an applicant who is 

considered a standard risk or by a group with 25 members.

Sec. 21.50.050. POWERS OF DIRECTOR. The director may

(1) formulate general policies to advance the purposes of

AS 21.50.010 - 2,1.50.040 and may adopt regulations under AS 21.06.090 to 

carry out the provisions of AS 21.50.010 - 21.50.040;

(2) adopt by regulation reasonable limits on administrative 

expenses of the administering carrier which may be paid from compre­

hensive health care plan premiums, and minimum standards for the p ropor­

tion of comprehensive health care plan premiums to be paid out in claims;

(3) examine and investigate the operation of the residual 

market health insurance pool and shall have reasonable access to the 

books, records, files, papers, and documents of the administering carrier 

that relate to the opera ton of the pool;

(4) examine directors, officers, agents, brokers, or e m­

ployees of the administering carrier for the purpose of determining if 

coverage is being adequately and fairly provided through the pool;

(5) c o n t r a c t  w i t h  t h e  f e d e r a l  g o v e r n m e n t  or w i t h  a n o t h e r  uni.!:



of governuicnt to ensure coordination of the comprehensive health care 

plan with other governmental assistance programs;

(6) undertake directly or through studies or demonstration 

programs to develop awareness of the benefits of AS 21.50.010 - 21.50.- 

040 so that residents of the state may avail themselves of the health 

care benefits provided by these sections.

Sec. 21.50.100. DEFINITIONS. In this chapter,

(1) "administering carrier" means the carrier with the 

largest premium vol ime of health insurance in the state which is obli­

gated under AS 21.50.010 to establish and operate a residual market 

health insurance pool;

(2) "carrier" means an insurer, hospital service corporation, 

or medical service corporation;

(3) "comprehensive health care plan" means health insurance

which provides the benefits required under AS 21.50.020;

(4) "director" means the director of the division of in­

surance in the Department of Commerce and Economic Development;

(5) "family" means the primary insured and the covered depen­

dents of the primary insured;

(6) "health insurance"

(A) means hospital and medical expenses incurred poli­

cies written on a direct basis, nonprofit service plan contracts, 

and self-insured or self-funded employee health benefit plans;

(B) does not include accident only policies, disability

income policies or casualty insurance coverages subject to re g u­

lation under AS 2.1.39;

(7) "Medicare supplement plan" means a health insurance plan 

which provides benefits which complement or supplement the benefits 

provided by Medicare;
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(8) "Medicare supplemental comprehensive health care plan" 

means a plan which, in .junction with Medicare Parts A and B coverage, 

provides the benefits required under AS 21.50.020;

(9) "resident employer"

(A) means a person, partnership, association, trust, 

estate, corporation, whether foreign or domestic or the legal, 

representative, trustee in bankruptcy or receiver or trustee of one 

of these, or the legal representative of a deceased person, i n­

cluding the state and a municipality of the state which has in its 

employ one or more individuals during a calendar year;

(B) refers only to an employer with a majority of em­

ployees employed in the state.

* Sec. 2. AS 21.27.410(a) is amended by adding a new paragraph to read;

(10) if an agent, solicitor, or broker transacting health 

insurance in the state fails to refer an applicant for health insurance 

whom the agent, solicitor, or broker has reason to believe may be eli­

gible for a comprehensive health plan through the residual market health 

insurance pool to the administering carrier.

* Sec. 3. AS 21.87.340 is amended by adding a new paragraph to read:

(17) AS 21.50.

* Sec. 4. The director of the division of insurance, Department of Coin- 

rce and Economic Development, shall adopt regulations implementing sec. 1

this Act by January 1, 1981.

* Sec. 5. AS 39.30.090(1) is amended to read:

(1) A group insurance policy shall provide one or more of the 

following, benefits: life insurance, accidental death and dismemberment

insurance, weekly indemnity insurance, hospital expense insurance, 

surgical expense insurance, dental expense insurance, audio-visual 

i n s u r a n c e ,  a l c o h o l i s m  a n d  d r e g  d e p e n d e n c y  in.au r a n e e . o r  oilier m e dlci.il
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care insurance.

* Sec. 6. AS 39.30 is amended by adding a new section to read:

Sec. 39.30.092. COVERAGE FOR ALCOHOLISM AND DRUG DEPENDENCE. (a) 

The group insurance policy required by AS 39.30.090(1)

(1) shall provide coverage for alcoholism and drug dependence

to include

(A) inpatient detoxification benefits for not loss than 

14 days of benefit each calendar year in a state-approved treatment 

facility or licensed hospital; payment of institutional and profes­

sional benefits shall be equal to and payable as any other covered 

condition, except a covered condition which, hy the terms of the 

policy, has an internal restriction;

(B) inpatient treatment coverage benefits for not less 

than 30 days of benefit each calendar year in a state-approved 

treatment program; payment of institutional and professional bene­

fits shall be at the same level as any other covered condition, 

except a covered condition which, hy the terms oi the policy, has

an internal restriction; and

(C) outpatient treatment co1 'rage benefits of not less 

than 30 visits each calendar year if treatment is provided by a 

licensed physician, state-approved treatment program, or state- 

certified professional substance abuse counselor; coverage s.iall 

include individual, family or group therapy; benefits shall be paid 

at not less than 75 percent of the usual, customary and reasonable 

charge for a medical procedure, treatment or service in the g eo­

graphic area;

(2) m a y  n o t  i x c l u d o  d e p e n d e n t s  o t h e r w i s e  c o v e r e d  a n d  m a y  nol 

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

s t a l e  of i l l n e s s ;
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(3) may not apply preexisting cr named condition exclusions 

to deny coverage for alcoholism or drug dependence; and

(4) may require a physician's certification of necessity as a 

condition of payment for alcoholism or drug dependence treatment.

(b) The provisions of this section apply to group healIv insurance 

contracts and group service or indemnity t.ypc contracts issued t:o pro­

vide coverage for employees of the state and may apply to contracts for 

the benefit of employees of other participating governmental units only 

if the governing body of the governmental unit elects to have the provi­

sions apply,

(c) In (a) of this section,

(]) "alcoholism" means an illness or condition characterized 

oy the habitual lack of self control in Lhe use of alcoholic beverages, 

or use of alcoholic beverages to the extent that health is substantially 

impaired or endangered, or social or economic function is substantially 

d isru p te d ;

(2) "drug dependence" means the condition of being physically 

or psychological 'y addicted to an opiate, opiate derivative, tranquil­

izer, amphetamine, barbiturate, or similar substance, but excluding 

nicotine, caffeine and alcohol;

(3) "state" means any state in the United States and includes 

the District of Columbia.

* Sec. 7. AS 39.30.100 is amended to read:

Sec. 39.30.100 DEFINITIONS. In AS 3 9 .30.090 - 39.' 1.100 [AS 39.-

30.090]

(1) "eligible employee" means

(A) a n  e m p l o y e e  w h o  h a s  s e r v e d  i n  p e r m a n e n t  f u l l - t i m e  o r  

p a r t - t i m e  e m p l o y m e n t  w i t h  t h e  s a m e  g o v e r n m e n t a l  u n i t  f o r  3 0  d a y s  o r  

m o r e ,  r.scepl: an e m e r g e n c y  or t e m p o r a r y  e m p l o y e e ,  a n d
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(B) an elected or appointed official of a governmental 

unit, effective upon taking the oath of office;

(?) "governmental unit" means the state, a borough,' municipal 

corporation, or other political subdivision of the state, and the North 

Pacific Fishery Management Council;

(3) "insurance", "insurance carrier" and "insurance policy" 

include health care services, health care service cuitraccors and con­

tracts.

* See. 8. The provisions of secs. 5 - 7 of this Act a'-ply to group poli- 

es or contracts which provide coverage under AS 39.30.090 - 39.30.100 and 

ich are delivered, issued for delivery, or renewed in this state after the 

fective date of this Act. A policy or contract providing coverage for 

igible employees in this state delivered, issued for delivery, or renewed 

ter the effective date of this Act provides the minimum coverage required

this Act even if the language of the policy or contract does not so 

ecifically provide.

* Sec. 9. AS 47.05 is amended by adding new sections to read:

Sec. 47.05.070. MEDICAL ASSISTANCE BY INSURANCE OR SERVICE CON­

TRACTS. (a) The commissioner shall use available medical assistance

funds to purchase and ] ay premiums on policies of insurance or pay the

expenses on health maintenance organization service contracts or medical 

or hospital service contracts that provide one or more of the medical 

services available under state medical assistance programs.

(b) The policy of insurance or the contract must by its terms 

guarantee

(1) to p r o v i d e  t h e  m e d i c a l  s e r v i c e s  a l l o w e d  u n d e r  s t a t e  law;

(?) to p r o v i d e  m e d i c a l  s e r v i c e s  u n d e r  p o l i c i e s  o f  i n s u r a n c e

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

(j) to p r o v i d e  t h e  slat i s t i e a l  d a t a ,  r e c o r d s ,  a n d  r e p o r t s

ltd.1: :\77(nnenor)
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relating to the provision, administration, and costs of providing 

medical services as required by the commissioner.

See. 47.0.5.080. CONTRACTS WITH DIRECT PROVIDERS OF CARE AND 

SERVICE. (a) The commissioner may enter into nonexclusive contracts 

under which funds available for medical assistance may be administered 

and disbursed by the contractor to direct providers of medical and 

remedial care and services available under medical assistance for 

services rendered and supplies furnished by them.

(b) A contract under this section shall

(1) oblige the contractor to make payments under the contract 

promptly and not later than 30 days after receipt of the proper evidence 

of the claim; and

(2) provide data, records, and reports required by the com­

missioner .

Sec. 47.05.090. IMPLEMENTATION. The commissioner shall implement 

the provisions of AS 47.05.070 - 47.05.090 when the commissioner - 

determines that comparable benefits are available at equal or less cost 

than direct payments by the department to the providers of medical 

assist a nc e .

Sec. 47.05.100. INTERIM PAYMENT. The department may make an 

interim payment before receipt of billing for service to providers who 

serve a large volume of state medical assistance clients under regula­

tions of the department.

Sec. 47.05.110. INTEREST ON LATE PAYMENTS. When presented by a 

provider of medical services with a clean claim, the state shall .)ay

(.1 ) interest at the rate of one percent per month when 

payment is delayed more than 30 days after presentation of the clean 

c ] a .1.111;

(2) in!  e r e : . t  at: (lie r a t e  of  two pe rcent '  p e r  m o n t h  w h e n
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payment is delayed more than 90 days after presentation of the clean 

claim; and

(3) a full months interest entitlement if the claim is not 

paid by the 15th day of a calendar month.

Sec. 47.05.120. DEFINITIONS. In AS 47.05.070 - 47.05.120

(1) "clean claim" means a claim for payment which can be 

processed without obtaining additional information from the provider of 

the service or from a third party; it includes a claim with errors 

originating in the department's claims processing system, but does not 

include claims from a provider who is under investigation for fraud or 

abuse, or a claim under review for medical necessity;

(2) "commiss. oner" means the commissioner of health and 

social services;

(3) "department" means the Department of Health and Social

S er vices;

(4) "medical assistance" means Medicaid (AS 47.07), general 

r( lief medical (AS 47.25.120), catastrophic illness (AS 47.08), and 

crippled children's and maternal and child health programs (AS 18.05.- 

010 ).

* Sec. 10. AS 47.07.020(b) is repealed and re-enacted to read:

(b) Residents of the state for whom the Social Security Act allows

tional medical coverage qualifying for federal financial participation 

are eligible for medical assistance.

* Sec. 11. AS 47.07.030 is repealed and re-enacted to read:

Sec. 47.07.030. MEDICAL SERVICES TO BE PROVIDED. Medical services

to Ijo offered to eligible persons include services eligible for federal

financial participation under Title XIX of the federal Social Services 

A c t .

* See. 12. AS 47.25.120 is amended to read:
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Sec. 47.25.120. ELIGIBILITY FOR ASSISTANCE. Financial assistance 

may be given under AS 47.25.120 - 47.25.300 [, SO FAR AS PRACTICABLE 

UNDER THE CONDITIONS IN THIS STATE,] to

(1) a needy person who is eligible under the regulations of

the department; and

(2) a r.e d 1. c a 11 y needy per s on who so income is less than the 

m ed i c a 1 Ly need y i ncoroe standard or wh o has i i^qur red m edical, expenses 

which equal or exceed the_ d i  f f erenee be tween the person's monthly in-

come and the medically needy income s ta n da r d; the medic

come standard is 150 percent o f the currcnt Federal Comi

lly needy in-

unity Services

Administration poverty income gu idelines for Alaska (45 C.F.R., 

sec. 1060.2).

* Sec. 13. AS 47.07.020(d) is repealed.

* Sec. 14. Sections %  - 8 and .10 - 13 of this Act take effect January 1, 

181.

* Sec. 15. Sections* 9, (l4,i and 15 of this Act take effect July 1, 1980.
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