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A p r i l  2 6 , 1990 >  L  )

PROPOSED AMENDMENTS TO CSSB 254 (F IN )

T h is  amendment i s  o f f e r e d  t o  p r e v e n t 
m is u n d e r s t a n d in g s  and u n in t e n d e d  a d v e rs e 
e f f e c t s  on h e a l t h  c a re  p r o v i d e r s .  T h re e 
amendments a re  n e c e s s a r y .



I .  .CHANG£__!LRAXE SCHEDULES" TO "BENEFIT

I t  i s  p ro p o s e d t h a t  th e  te rm  " r a t a  s c h e d u le s " be changed to  
" b e n e f i t  s c h e d u le s . "  C u r r e n t l y  th e  te rm  " r a t e  s c h e d u le s " appea rs i n  
th e  f o l l o w i n g  lo c a t i o n s  i n  th e  b i l l :

1 . Page l — p a ra g r a p h  ( 1 ) ;

2 . Page 2— h e ad in g o f  AS 2 1 .7 7 .0 1 0 ;

3 . Page 2— s u b s e c t i o n  ( b ) o f  A8 2 1 .7 7 .0 1 0  ( t w i c e ) ;

4. Page 3 ( t o p ) — AS 2 1 .7 7 .0 1 3 ;

5 . Page 7— AS 2 1 . 7 7 . 1 0 0 ( 1 1 ) ;  and

6. Page 8— S e c t io n  6 .

COMMENT: " B e n e f i t  s c h e d u le "  more a c c u r a t e l y  r e f l e c t s  t h e  in te n d e d
mean ing o f th e p h ra s e , s i n c e  t h e  A u t h o r i t y  w i l l  he d e a l i n g  w i t h  th e 
l e v e l o f h f in f l f i t s  t o  be p a id  f o r  s e r v i c e s  re n d e r e d  t o  in s u r e d
em p lo yees and w i l l  n o t be d e a l i n g  w i t h  th e  r a t e s  c h a rg e d  by th e
h e a l t h  c a re  p r o v i d e r s .  P ro p o se d Amendment I I  b e lo w  p ro p o se s a
d e f i n i t i o n  o f t h i s  te r ra .



4
1

I I .  DEFIN IT ION OF "BENEFIT SCHEDULES" \ J ?

I t  i s  p ro p o s e d t h a t th e  d e f i n i t i o n  in  p roposed new 
AS 2 1 .7 7 .1 0 0 (1 1 ) (page 7 ) (now p e r t a i n i n g  t o  " r a t e  s c h e d u le s " ) ba 
r e v i s e d  as f o l l o w s :

(1 1 ) "fr f ine f.11 (RATE) s c h e d u le s " means l i  a ta
(SCHEDULES] o f fchfl amounts th e a u t h o r i t y ' s  g ro up
h e a l t h  in s u r a n c e  w i l l  pay [ALLOWABLE PAYMENTS] f o r  
CQY.ei.ed h e a l t h  c a r e  r e l a t e d  s e r v i c e s  based on
g e o g ra p h ic  r e g io n s , a c t u a l p r o v i d e r  c o s t s ,  u s u a l  
and c u s to m a ry p r o v i d e r -  c h a rg e s , and a v a i l a b i l i t y  
o f s e r v i c e s ;

COMMENTS: The p ro p o se d r e v i s i o n s  a re  in te n d e d  to  c l a r i f y  t h a t th e
" b e n e f i t  s c h e d u le s " p e r t a i n  o n l y  to  how much th e  A u t h o r i t y ' s  in s u r a n c e  
w i l l  p a y . The s c h e d u le s w ou ld n o t a f f e c t  th e  amount a h e a l t h  c a re 
p r o v i d e r  may cha rg e f o r  s e r v i c e s  o r p r e v e n t a p r o v i d e r  from  b i l l i n g
t h e  in s u r e d  employee f o r  th e  b a la n c e , i f  t h e  in s u r a n c e  b e n e f i t  d id
n o t c o v e r th e  e n t i r e  c h a rg e  f o r  th e  s e r v i c e .  The ph ra s e "u s u a l and
c u s tom a ry  p r o v i d e r c h a r g e s " i s  added because t h i s  te rm  i s  commonly 
used i n  p r i v a t e  in su ra n ce * p o l i c i e s  as a l i m i t  on th e  b e n a f i t a  t h a t 
w i l l  be p a id . i t s  i n c l u s i o n  i n  th e  d e f i n i t i o n  c l a r i f i e s  t h a t th e 
amount o f th e  b e n e f i t  paym en t may n o t ba d e te rm in e d  s o l e l y  by th e
p r o v i d e r ' s  c o s t s .

I I I .  NQ PROHIBITION OF BALANCE BILT.THfl'

I t  ia  p ro p o se d t h a t  new AS 2 1 .7 7 . 0 3 0 ( b ) ( t o p  o f page 4 )  be
r e v i s e d  as f a l l o w s ;

• •
(b) In exe rc is in g  i t s  powers under th is  

chapter, the authority  nay nctJL

i l l  p a r t ic ip a te  d i r e c t ly  or i n d i r e c t l y  in  
a co l le c t iv e  bargaining agreementi_Qx[.]

1 1 }  recoi n - t h a t  hfl8 l t h _ c a n  providers.
its____ a c o n d i t i o n , _ o f r a c e l v i n g . .payment un d e r th e
a u t h f l r i t y . i l  g ro up h e a l t h — Insurance, agree to
t cceot oavment from the authority 's  group health  
lnsuranca as payment in  f u l l  or agree to otherwise 
forego their  r lo h t i  to c o l le c t  from the lnsurefl
employs a _ any b a la n c e due af t e r ,  paymen t o f th e
g ro u p h e a l t h  In s u r a n c e  b g n a f l t s .

COMMENTS: The proposed amendment I s  Intended to make c le a r  that the
A u th o r i ty  may not provent health  care providers from co l lec t in g  from 
the  pat ient  any unpaid balance that remains a f t e r  the A uthor ity 's  
group health  insurance has paid the authorised b e n e f i t s .
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s i /1 ' I 1 ; " 
OFFERED IN THE HOUSE ( \  U

TO: CSSB 254 (F in a n c e )

A M E N D M E N T  &  /

Page 2 , l i n e  16, a f t e r  " a u t h o r i t y " :

I n s e r t  " f o r  e l i g i b l e  em p lo ye e s o f  th e  s t a t e ,  m u n i c i p a l i t y ,  o r  schoc : 
d i s t r i c t

Page 7 , l i n e  8 , a f t e r " c a r e "

I n s e r t  " f o r  p e rs o n s  who a re  n o t em p lo ye e s o f  t h e  s t a t e '

4 / 2 6 / 9 0
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OFFERED IN THE HOUSE

TO: CSSB 254 (Finance)

Page 3, after line 23:

Insert a new subsection to read:

"(c) Members appointed under (a)(5) of this section shall be 

employees of a school district that has elected to participate in the 

group health insurance obtained by the authority. Members appointed 

under (a)(6) of this section shall be employees of a municipality that 

has elected to participate in the group health insurance obtained by 

the authority.'*

Page 8, line 8, after "TERMS":

Insert "; INITIAL APPOINTMENTS"

Page 8, line 14, after "years.":

Insert "AS 21.77.020(c), enacted in sec. 2 of this Act, does not apply 

to members appointed to the initial board of directors of the Alaska State 

Group Health Insurance Authority."

A M E N D M E N T  ^

4 / 2 6 / 9 0
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f f s t
OFFERED IN  THE HOUSE i  $  •*> I'"\J • -t' I

TO: CSSB 254 (F in a n c e )

Page 6, l i n e s  76 - 18:

may „ : : r ,once the board awards the insurance c°ncrac:- *
n o t be g r a n te d  a w a i v e r  d u r i n g  th e  t e r ,  o f  th e c o n t r a c t . "

A M E N D M E N T  2>

" U  4 / 2 6 / 9 0
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OFFERED IN THF HOUSE I' ' '

TO: CSSB 254 (F in a n c e )

Page 7, a f t e r  l i n e  8 :

I n s e r t  a new p a ra g r a p h  to  re a d :

" ( 6 )  " e m p lo y e r "  means th e  s t a t e ,  a m u n i c i p a l i t y ,  a d i s ­

t r i c t ,  a c o l l e c t i v e  b a r g a i n i n g  u n i t ,  o r  th e  b o a rd  o f  a p u b l i c  c o r p o ­

r a t i o n  o f  t h e  s t a t e  c r e a t e d  w i t h i n  a p r i n c i p a l  e x e c u t i v e  a e p a r tm e n t ; "

Renumber th e  f o l l o w i n g  p a ra g r a p h s a c c o r d i n g l y .

A M E N D M E N T  #  1/

4 / 2 6 / 9 0



PHONE: (907) 465-3030
OFFICE OF THE COMMISSIONER

A p r i l  26 , 1990

H o n o ra b le  Johnny E l l i s ,  C h a i r
House H e a l t h , E d u c a t io n , and S o c ia l S e r v ic e s
A la s k a  S ta te  L e g i s l a t u r e
P .O . Box V
Juneau , A la s k a  99811 

Dea r R e p r e s e n t a t i v e  E l l i s :

I  w is h  t o  c l a r i f y  s e v e r a l p o i n t s  as t h e y  r e l a t e  t o  
CSSB 254 (F in ) c u r r e n t l y  b e f o r e  y o u . The D e p a r tm e n t s u p p o r t s  tw o 
p e n d in g  amendments t o  c l a r i f y  t h e  s p o n s o r ' s  i n t e n t  t o  e x c lu d e  
c e r t a i n  s t a t e  p ro g ram s f r o m  m anda to ry p a r t i c i p a t i o n .  These tw o 
amendments a re  (1) i n  s e c . 2 1 . 7 7 . 0 1 0 ( b ) , " f o r  i t s  em p lo y e e s , " and
(2) t h e  d e f i n i t i o n  o f  e l i g i b l e  s t a t e  p ro g ram  t o  in c l u d e  " f o r
p e r s o n s  who a re  n o t em p lo y e e s . "

S t a t e  p ro g ram s w h ic h s im p ly  p r o v i d e  o r pa y f o r  h e a l t h  
c a re  s e r v i c e s  f o r  A la s k a n s d i f f e r  g r e a t l y  f ro m  th o s e  w h ic h p r o v i d e  
h e a l t h  c a re  s e r v i c e s  f o r  t h e i r  em p lo ye e s . Much o f  t h e  h e a l t h  c a re  
p r o v i d e d  by S t a t e  p ro g ram s a re  t o  c l i e n t s  who a re  i n d i g e n t ,
c h i l d r e n  who a r e  i n  t h e  c u s to d y  o f  t h e  S t a t e , o r  have a n o th e r
s p e c i a l need . V i r t u a l l y  a l l  o f  t h e s e  p ro g ram s a re  p a y o rs  o f  l a s t  
r e s o r t ,  so i f  o t h e r  c o v e ra g e e x i s t s ,  i . e . ,  t h r o u g h  em p lo ym en t , 
i t  w i l l  be use d f i r s t .  Many o f  th e s e  p ro g ram s , such as th e  
M e d ic a id  p ro g ram , have f e d e r a l l y  m anda ted r u l e s  t h a t  g o v e rn t h e i r  
o p e r a t i o n .

I t  i s  n o t f e a s i b l e  t o  use s im i l a r  r a t e  s c h e d u le s , paymen t 
s y s tem s , and u t i l i z a t i o n  s ta n d a r d s  f o r  th e s e  p ro g ram s as f o r
em p lo yee b e n e f i t  p ro g ram s . F o r in s t a n c e , d e d u c t i b l e s  o r c o ­
pa ym en ts w ou ld n o t be f e a s i b l e  f o r  p ro g ram s t h a t  a re  in c om e - 
ba sed , and i n  f a c t ,  i n  t h e  M e d ic a id  p ro g ram  d e d u c t i b l e s  a re  n o t 
a l l o w a b l e .  I n  a d d i t i o n ,  e x i s t i n g  mechan ism s i n  S ta te  s t a t u t e  
a l r e a d y  e x i s t  t o  s e t f a c i l i t y  r a t e s  f o r  p u rp o s e s o f M e d ic a id .



H o n o ra b le  John E l l i s  
C h a i r ,  House HESS

- 2 - A p r i l  2 6 , 1990

I n  c o n c lu s i o n , we s u p p o r t S e n a to r D u n c a n 's i n t e n t  t o
c l a r i f y  t h a t  S t a te  p ro g ram s w h ic h p r o v i d e  h e a l t h  c a re  o r  p r o v i d e  
fu n d s t o  p u rc h a s e  h e a l t h  c a re  f o r  p e r s o n s  who a re  n o t em p lo yee s a re  
exempt f r o m  p a r t i c i p a t i o n  i n  t h i s  m easu re . We a l s o  s u p p o r t t h e  
e x i s t i n g  la n g u a g e i n  AS 2 1 . 7 7 . 0 1 0 ( d ) ,  w h ic h  a l l o w s  t h e  o p t i o n  f o r  
e l i g i b l e  s t a t e  p ro g ram s t o  a p p ly  and p a r t i c i p a t e  i n  a g ro u p  h e a l t h  
in s u r a n c e  p la n  i f  t h e y  so d e s i r e  and i f  t h e  a u t h o r i t y  a p p ro v e s such 
an a p p l i c a t i o n .

Thank y o u .

D epu ty C om m is s io n e r

K P /cb
c c : H o n o ra b le  J im  Duncan

A la s k a  S ta te  S ena te



unicipality 
of; I* ' s I ;•■■•! •Anchorage

r  > ‘ ' y  ; f  •' .
A p r i l  17 , 1990

P.O. BOX 196650
ANCHORAGE, ALASKA 99519*6650 
(907) 343-4425

TO M  F IN K ,  
M A Y O R

DEPARTMENT O f EMPLOYEE DELATIONS

R e p r e s e n t a t i v e  Joh n n y E l l i s  
Rm 104 , c a p i t o l  
P o box V 
J u n e a u , ’ A K ‘ 99811

Dear R e p r e s e n t a t i v e  E l l i s :

We have been f o l l o w i n g  th e  p ro g r e s s  o f  SB 254 r e l a t i n g  t o  Group 
H e a l t h  and t o  H e a l t h  Care P ro v id e d  By t h e  S t a t e  w i t h  some con ce rn . 
Our p r im a r y  i s s u e  w i t h  t h i s  p ro p o s e d l e g i s l a t i o n  i s  t h a t  i t  goes 
• f a r  beygnd t h e  s t a t e d  scope o f  S t a t e  g r o u p  h e a l t h  in s u r a n c e  o r 
h e a l t h  c a re  p r o v i d e d  b y t h e  S ta t e . C u r r e n t l y  t h i s  b i l l  manda tes 
t h a t  a l l  p u b l i c  em p lo yees i n  A la s k a m u s t e i t h e r :  (1 ) p a r t i c i p a t e
i n  t h e  S t a t e ' s  g ro u p in s u r a n c e  p ro g ram  o r  (2 ) u se w h a te v e r p r o v i d e r  
paymen t s y s tem s , r a t e  s c h e d u le s and u t i l i z a t i o n  s ta n d a r d s  t h e  S ta te  
e s t a b l i s h e s  f o r  I t s e l f .  The n e t e f f e c t  i s  t h a t  t h e  S ta te  o f  A la s k a 
w i l l  d e te rm in e  g ro u p h e a l t h  b e n e f i t s  f o r  a l l  p u b l i c  employees i n  
A la s k a  and w i l l  d e te rm in e  th e  c o s t s  f o r  s u c h b e n e f i t s  f o r  a l l
p u b l i c  em p lo y e r s ,

* « « •

I n  i t s  c u r r e n t  fo rm  (CSSB 2 5 4 ) , t h i s  l e g i s l a t i o n  w i l l  have a m a jo r 
n e g a t i v e  im p a c t - o n  t h e  M u n i c i p a l i t y  i n  t h e  f o l l o w i n g  a re a s :

N e g o t i a t e d  l a b o r  ag reem en ts w h ic h  a f f o r d  s p e c i f i c  le v e l s  
o f  c o v e ra g e . Scope and c o s t w o u ld  be m anda te d , w h i l e  

. . n o t g u a r a n t e e in g  c u r r e n t  l e v e l s .

. * P a r t i c i p a t i o n  o f  M u n ic ip a l em p lo ye e s i n  T a f t - H a r t l e y
- p l a n s .  I n a b i l i t y  t o  c o n t in u e  s u c h p a r t i c i p a t i o n .

i

. . A t w o r s t ,  re m o v a l o f  m a jo r te rm  and c o n d i t i o n  o f 
wmp ioymen t r rom  m e  re a lm  o r c o l l e c t i v e  b a r g a i n i n g .

• * * 1
. "  ' A t  b e s t ,  e s t a b l i s h  t h r e s h o ld  f o r  b a r g a i n i n g  where 

em p lo y e r can o n l y  b a rg a in  more c o v e ra g e  a t  a h ig h e r 
c o s t .

The r e s u l t  f o r  l o c a l  go ve rnm en ts and s c h o o l d i s t r i c t s  w i l l  be th e 
e x a c t o p p o s i t e  f ro m  t h e  s t a t e d  o b j e c t i v e  t o  lo w e r g ro u p h e a l t h  
c o s t s .



h e re  i s  c o n s id e r a b le  m e r i t . . t o . t h e  p o o l i n g  c o n c e p t f o r  g ro up h e a l t h  
.c o v e r a g e  as a means o f r e d u c in g  c o s t s .  Thosa i n  t h e  p o o l s h o u ld ,
. h ow e ve r , •) f i r s t  • have t h e  o p p o r t u n i t y  t o  assess t h e  p o o l and
d e te rm in e  i f  i t  meets tJ ' i r  p a r t i c u l a r  needs and f i s c a l  
c a p a b i l i t i e s .  We b e l i e v e  th e e e c o n c e rn s  can be e f f e c t i v e l y  met and 
t h e  o b j e c t i v e  o f b e n e f i t  p o o l i n g  can be p o s i t i v e l y  o b ta in e d  b y . 

. m o d i f y i n g  S e c t io n  2 1 .7 7 .0 1 0  (b ) as f o l l o w s :
i  i i'

(b ) The a u t h o r i t y  s h a l l ,  by F e b r u a r y  1 , 1992 , e s t a b l i s h  'and
m a in t a i n  a h e a l t h  c a re  p r o v i d e r  pa ym en t s y s tem , r a t e  s c h e d u le s , and'
u t i l i z a t i o n  s ta n d a r d s . The s t a t e  [ , ]  and a m u n i c i p a l i t y  who e l e c t s  
t o  p a r t i c i p a t e ,  o r a s c h o o l d i s t r i c t  who e l e c t s  t o  p a r t i c i p a t e  
s h a l l ,  use th e  h e a l t h  c a r e  p r o v i d e r  s y s te m , r a t e  s c h e d u le s and
u t i l i z a t i o n  s ta n d a r d s  e s t a b l i s h e d  by t h e  a u t h o r i t y .

S e c t io n  2 1 .7 7 .0 1 0  (a ) s h o u ld  a l s o  be m o d i f i e d  s l i g h t l y  t o  r e q u i r e
t h a t  m u n i c i p a l i t i e s  o r s c h o o l d i s t r i c t s  who e l e c t  t o  p a r t i c i p a t e  
s h a l l  do so by r e s o l u t i o n .  T h is  w i l l  e n a b le  t h e  a f f e c t e d  c i t i z e n s
t h e •o p p o r t u n i t y  t o  be h e a rd  p r i o r  t o  p a r t i c i p a t i o n .

• • •
F i n a l l y ,  2 1 .7 7 ,0 2 0  s h o u ld  have tw q m in o r m o d i f i c a t i o n s  t o  in s u r e  

• a p p r o p r i a t e  r e p r e s e n t a t i o n  o f th e  B oa rd o f  D i r e c t o r s .  Those 
changes s h o u ld  be as f o l l o w s :

(5 ) two members r e p r e s e n t i n g  p a r t i c i p a t i n g  s c h o o l d i s t r i c t s ;
(6 ) two members r e p r e s e n t i n g  p a r t i c i p a t i n g  m u n i c i p a l i t i e s ;

These changes a re  m in o r and do n o t a d v e r s e l y  im p a c t t h e  p o o l i n g  
o b j e c t i v e s  o f  t h i s  l e g i s l a t i o n .  They do , h ow e v e r , ha ve s i g n i f i c a n t  
im p a c t f o r  l o c a l  g o ve rnm en t em p lo ye rs t h r o u g h o u t A la s k a  by e n a b l in g  
us t o  make in fo rm e d  p u b l i c  d e c i s i o n s  c o n c e r n in g  w h e th e r o r n o t i t  
i s  • i n  o u r b e s t i n t e r e s t s  t o  j o i n  t h e  p o o l e s t a b l i s h e d  unde r t h e  
p ro p o s e d a u t h o r i t y .  We s t r o n g l y  u rg e  you t o  i n c o r p o r a t e  th e s e 
p ro p o s e d amendments and w ou ld welcome t h e  o p p o r t u n i t y  t o  t e s t i f y  
b e fo r e  y o u r c om m it te e r e g a r d in g  o u r c o n c e r n s .

G lenn L u n d e l l
D i r e c t o r ,  Emp loyee R e la t i o n s  

GL/SW/SB254
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BY SENATOR DUNCAN

ALASKA STATE GROUP HEALTH INSURANCE AUTHORITY 
"An A c t r e l a t i n g  t o  g ro u p h e a l t h  in s u r a n c e  and t o  h e a l t h  c a re  
p r o v id e d  by t h e  s t a t e ;  and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

S e c t io n  1.
PURPOSE

The p u rp o s e o f  t h i s  a c t i s  t o  e s t a b l i s h  t h e  A la s k a  S t a t e  
Group H e a l t h  In s u r a n c e  A u t h o r i t y .  By F e b ru a r y  1 , 1990 th e  
A u t h o r i t y  has t h e  r e s p o n s i b i l i t y  t o  c r e a t e  and m a in t a i n :

(a ) a r a t e  s c h e d u le  t o  be used i n  A la s k a  w h ic h  w i l l  r e f l e c t
t h e  v a s t g e o g r a p h ic  d i f f e r e n c e s  and a v a i l a b i l i t y  o f 
s e r v i c e s  i n  r u r a l  and u rb a n a r e a s ;

(b ) s t a t e w id e  u t i l i z a t i o n  s ta n d a r d s  t o  c o n t r o l
i n a p p r o p r i a t e  o r  im p r o p e r u t i l i z a t i o n  p r a c t i c e s  t o  
re d u c e  t h e  r a t e  o f  i n f l a t i o n  i n  t h e  c o s t o f  h e a l t h  c a re  
i n  A la s k a ; and

(c ) an e f f i c i e n t  p r o v i d e r  pa ym en t s y s tem  t o  re d u c e t h e  c o s t
t o  p r o v i d e r s  who a r e  s e r v i n g  em p lo yee s o f  t h e  
p a r t i c i p a n t s  i n  t h e  a u t h o r i t y .

The s t a t e ,  m u n i c i p a l i t i e s ,  and s c h o o l d i s t r i c t s  w i l l  b e n e f i t
b y u s in g  t h e  p r o v i d e r  paym en t s y s tem , r a t e  s c h e d u le , and
u t i l i z a t i o n  s ta n d a r d s  e s t a b l i s h e d  by t h e  A u t h o r i t y .

S e c t io n  2.
CREATION OF THE AUTHORITY

The a u t h o r i t y  i s  e s t a b l i s h e d  i n  t h e  D e p a r tm e n t o f  
A d m in i s t r a t i o n .  I t  has a 15 member b o a rd  o f  d i r e c t o r s  a p p o in te d  
by th e  G o ve rn o r w i t h  t h e  g e n e r a l pow e rs p r o v i d e d  t o  q u a s i 
go ve rnm en t a g e n c ie s  i n c l u d i n g  t h e  h i r i n g  o f  s t a f f  and e n t e r  i n t o  
c o n t r a c t s  f o r  p r o f e s s i o n a l s e r v i c e s .  I n  a d d i t i o n ,  a f t e r  F e b ru a r y  
1, 1992, th e  A u t h o r i t y  may e x e r c i s e  t h e  powe rs g r a n t e d  t o  o t h e r  
i n s u r e r s  l i c e n s e d  i n  th e  s t a t e .

BOARD OF DIRECTORS

The b o a rd  o f  d i r e c t o r s  w i l l  be composed o f  15 members 
r e p r e s e n t i n g :

(1 ) one n o n v o t i n g  member o f  t h e  l e g i s l a t i v e  b r a n c h ;
(2 ) one n o n v o t i n g  member o f  t h e  j u d i c i a l  b r a n c h ;
(3 ) tw o members r e p r e s e n t i n g  t h e  e x e c u t i v e  b r a n c h ;
(4 ) tw o members r e p r e s e n t i n g  l a b o r  o r g a n i z a t i o n s ;
(5) tw o members r e p r e s e n t i n g  s c h o o l d i s t r i c t s ;
(6 ) tw o members r e p r e s e n t i n g  m u n i c i p a l i t i e s ;
(7 ) tw o members r e p r e s e n t i n g  t h e  D e p a r tm e n t o f  H e a l t h  and

S o c i a l S e r v i c e s ;
(8 ) tw o members r e p r e s e n t i n g  h e a l t h  c a re  p r o v i d e r s ;
(9 ) one member r e p r e s e n t i n g  t h e  U n i v e r s i t y  o f  A la s k a .
These a p p o in t e e s  s e r v e  f o r  a f i v e  y e a r te rm  and e l e c t

o f f i c e r s  f rom  th e  b o a rd m em be rsh ip . They a re  e n t i t l e d  t o  p e r 
d iem and t r a v e l  e xpense s b u t may n o t o t h e r w i s e  be com pensa ted f o r  
t h e i r  s e r v i c e s  as a b o a rd member.



CSSB 254 (F in ) Page 2

POWERS OF THE AUTHORITY

The A u t h o r i t y  may:
(1 ) a f t e r  F e b ru a r y  1, 1990 e x e r c i s e  th e  powe rs g r a n t e d  t o  

i n s u r e r s  u n d e r t h e  law s o f  t h e  s t a t e ,  and s h a l l  com p ly 
w i t h  t h e  r e q u i r e m e n ts  a p p l i c a b l e  t o  i n s u r e r s  u n d e r t h i s  
t i t l e ;

(2 ) sue o r  be sued ;
(3 ) e n t e r  i n t o  c o n t r a c t s  f o r  a g re em e n ts ;
(4 ) e s t a b l i s h  a d m i n i s t r a t i v e  and a c c o u n t in g  p r o c e d u r e s ;
(5 ) c o l l e c t ,  i n v e s t ,  and d i s b u r s e  fu n d s ;
(6 ) a d o p t n e c e s s a r y  r e g u l a t i o n s  and p ro c e d u r e s  f o r  

im p le m e n ta t io n  o f  t h i s  c h a p t e r .
The a u t h o r i t y  may n o t p a r t i c i p a t e  i n  c o l l e c t i v e  b a r g a i n i n g  

a c t i v i t i e s .

ANNUAL REPORT, STAFF AND PROFESSIONAL SERVICES

The b o a rd s h a l l  a n n u a l l y  r e p o r t  t o  t h e  g o v e r n o r and t h e  
l e g i s l a t u r e  on i t s  p r e v i o u s  f i s c a l  y e a r ' s  a c t i v i t i e s  and e v e r y  
t h i r d  y e a r i n c l u d e  a c o s t b e n e f i t  a n a l y s i s  o f  t h e  h e a l t h  
in s u r a n c e  r e q u i r e d  u n d e r t h i s  c h a p t e r .

The a u t h o r i t y  s h a l l  em p lo y an e x e c u t i v e  d i r e c t o r ,  who w i t h  
th e  a p p r o v a l o f  t h e  a u t h o r i t y  may s e l e c t  and em p lo y a d d i t i o n a l 
s t a f f  as n e c e s s a r y . The a u t h o r i t i e s  em p lo yees a re  i n  th e  exempt 
s e r v i c e .  The a u t h o r i t y  may c o n t r a c t  f o r  p r o f e s s i o n a l and 
t e c h n i c a l s e r v i c e s  i t  d e te rm in e s  n e c e s s a r y  t o  e x e r c i s e  i t s  
pow e rs .

PROCUREMENT OF INSURANCE

A f t e r  F e b ru a r y  1, 1990 t h e  a u t h o r i t y  s h a l l  p u rc h a s e a p o l i c y  
o r  p o l i c i e s  o f  g ro u p  h e a l t h  in s u r a n c e  c o v e r i n g  e l i g i b l e  em p lo yees 
o f t h e  s t a t e ,  a m u n i c i p a l i t y ,  o r  a d i s t r i c t  i f  t h e  em p lo y e r has 
e l e c t e d  t o  p a r t i c i p a t e .  The a u t h o r i t y  may a c t  as a s e l f - i n s u r e r  
i f  i t  i s  d e te rm in e d  t h a t  s e l f - i n s u r a n c e  w i l l  p r o v i d e  t h e  d e s i r e d  
in s u r a n c e  c o v e ra g e  and b e n e f i t s  a t  a lo w e r c o s t p e r e l i g i b l e  
em p lo yee .

When p u r c h a s in g  g ro u p h e a l t h  in s u r a n c e  t h e  a u t h o r i t y  s h a l l  
com p ly w i t h  t h e  p r o v i s i o n s  o f  T i t l e  36 and s h a l l  make b i d  
s p e c i f i c a t i o n s  a v a i l a b l e ,  once e v e r y  f i v e  y e a r s , t o  a l l  in s u r a n c e  
c a r r i e r s  l i c e n s e d  i n  A la s k a  and q u a l i f i e d  t o  p r o v i d e  t h e  d e s i r e d  
b e n e f i t s .

STATE GROUP HEALTH INSURANCE FUND AND PREMIUMS

The s t a t e  g ro u p  h e a l t h  in s u r a n c e  fu n d i s  c r e a t e d  i n  th e  
g e n e r a l fu n d . I t  c o n s i s t s  o f  a p p r o p r i a t i o n s  and prem ium s 
c o l l e c t e d  u n d e r t h i s  t i t l e .  Money i n  th e  fu n d s h a l l  be managed 
and in v e s t e d  by th e  b o a rd and th e  b o a rd  may expend fu n d s f rom  the 
f u n d t o  c a r r y  o u t i t s  o p e r a t i o n s .

The a u t h o r i t y  s h a l l  c o l l e c t  s u f f i c i e n t  p rem ium s t o  p r o v i d e  
th e  r e q u i r e d  in s u r a n c e  c o v e ra g e and t o  pay th e  expe n se s o f th e  
a u t h o r i t y .
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PARTICIPATION AND WAIVER

The a u t h o r i t y  may a l s o  g r a n t  a w a iv e r o f  p a r t i c i p a t i o n  t o  
th e  s t a t e ,  a m u n i c i p a l i t y  o r  a s c h o o l d i s t r i c t  who has e l e c t e d  t o  
p a r t i c i p a t e .  The b o a rd  may a p p ro v e o r  d is a p p r o v e  a w a iv e r when 
th e  p a r t i c i p a n t  can docum en t th e  a b i l i t y  t o  ma tch t h e  minimum 
b e n e f i t  and f i n a n c i a l  s ta n d a r d s  e s t a b l i s h e d  by th e  b o a rd  f o r  th e  
d e s i r e d  g ro u p  h e a l t h  c o v e ra g e . A w a iv e r may be g r a n t e d  when a 
p a r t i c i p a n t  c e r t i f i e s  t h a t  i t s '  em p lo yee s w i l l  n o t have h e a l t h  
c a re  c o v e ra g e  f r o m  th e  a u t h o r i t y  o r  o t h e r  c a r r i e r .

P a r t i c i p a n t s  may s e p a r a t e l y  p r o v i d e  f o r  h e a l t h  in s u r a n c e  i n  
a d d i t i o n  t o  t h a t  p r o v i d e d  b y th e  A u t h o r i t y .

DEFIN ITIONS

(1 ) a u t h o r i t y ,  means th e  A la s k a  S t a t e  G roup H e a l t h  In s u r a n c e  
A u t h o r i t y ;
(2 ) b o a r d , means t h e  b o a rd  o f d i r e c t o r s  o f  t h e  A la s k a  Group 
H e a l t h  In s u r a n c e  A u t h o r i t y ;
(3 ) d i s t r i c t ,  means a s c h o o l d i s t r i c t  o r  REAA;
(4 ) e l i g i b l e  em p lo y e e , means an em p lo yee q u a l i f i e d  f o r  g ro u p 
h e a l t h  in s u r a n c e  b e n e f i t s  as d e te rm in e d  by t h e  p a r t i c i p a n t ;
(5 ) f u n d , means t h e  s t a t e  g ro u p  h e a l t h  in s u r a n c e  fu n d ;
(6 ) g ro u p  h e a l t h  in s u r a n c e , means c o v e ra g e t h a t  may in c l u d e  l i f e  
i n s u r a n c e , a c c i d e n t a l d e a th  and d ism em be rm en t , w o r k e r s ' 
c om p e n s a t io n , m e d ic a l c a r e  and t r e a tm e n t i n c l u d i n g  M e d ic a re  and 
M e d ic a id , d e n t a l c a r e , eye c a r e , and o t h e r  g ro u p  h e a l t h  c o v e ra g e 
as d e te rm in e d  by t h e  a u t h o r i t y ;
(7 ) m u n i c i p a l i t y ,  i n c l u d e s  a p u b l i c  c o r p o r a t i o n  e s t a b l i s h e d  by a 
m u n ic ip a l?  t y ;
(8 ) p a r t i c i p a n t ,  means t h e  s t a t e ,  a m u n i c i p a l i t y ,  o r  a d i s t r i c t ;
(9 ) s t a t e ,  means t h e  e x e c u t i v e ,  l e g i s l a t i v e ,  and j u d i c i a l  
b ra n c h e s o f  s t a t e  g o v e rnm e n t , o r  an o r g a n i z a t i o n a l u n i t  o f a 
b ra n c h , and i n c l u d e s  t h e  U n i v e r s i t y  o f  A la s k a , and a p u b l i c  
c o r p o r a t i o n  o f  t h e  s t a t e  c r e a t e d  w i t h i n  a p r i n c i p a l  e x e c u t i v e  
d e p a r tm e n t .
(10 ) paym en t s y s tem , means a sy s tem  o r  me thod t o  s t r e a m l i n e  and 
e f f e c t  c o s t e f f i c i e n t  pa ym en ts t o  h e a l t h  c a r e  p r o v i d e r s .
(11 ) r a t e  s c h e d u le , means a s c h e d u le  o f  a l l o w a b l e  paym en ts f o r  
h e a l t h  c a r e  r e l a t e d  s e r v i c e s  re n d e r e d  based on g e o g r a p h i c  r e g io n s  
a c t u a l p r o v i d e r  c o s t and a v a i l a b i l i t y  o f  s e r v i c e s .
(12 ) u t i l i z a t i o n  r e v ie w , means a s y s tem  t o  m o n i t o r ,  t r a c k  and 
v e r i f y  p a t t e r n s  o f  t r e a tm e n t by h e a l t h  c a r e  p r o v i d e r s  t o  a s s u re 
t h a t  t h e  m os t e f f i c i e n t  and c o s t e f f e c t i v e  c a r e  i s  d e l i v e r e d  
w i t h i n  a c c e p te d  s t a n d a r d s  w i t h  o u t r e d u c in g  q u a l i t y  o f  c a r e .

Sep t  i.P,n_ ? ,
P la c e s  em p lo ye e s o f  t h e  a u t h o r i t y  i n  t h e  exemp t s e r v i c e .  

S e c t i o n  4 .
R e q u i r e s  b o a rd  members o f  t h e  a u t h o r i t y  t o  com p ly w i t h  th e  

c o n f l i c t  o f  i n t e r e s t  s t a t u t e s .
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ge e t ; o n
P ro v id e s  t h a t  te rm s o f  th e  b o a rd members w i l l  be s ta g g e r e d . 

S e c t io n  6.
The A u t h o r i t y  i s  r e q u i r e d  t o  make a p r o g r e s s  r e p o r t  t o  th e  

L e g i s l a t u r e  by March 1, 1991. The r e p o r t  c o v e r s  t h e  A u t h o r i t i e s  
e f f o r t s  i n  e s t a b l i s h i n g  th e  h e a l t h  c a re  p r o v i d e r  paym en t sys tem  
r a t e  s c h e d u le , and u t i l i z a t i o n  s ta n d a r d s .

S e c t i o n  7.
P ro v id e s  f o r  an im m ed ia te e f f e c t i v e  d a t e .



P u rp o s e :

To p r o v i d e  a v e h i c l e  t h a t  e n a b le s  c o s t e f f e c t i v e  h e a l t h  c a re  
d e l i v e r y  t o  a l l  p a r t i c i p a n t s  o f S t a t e  h e a l t h  p la n s  ( i n c l u d i n g  
a c t i v e / r e t i r e e s  o f S t a t e ,  M u n i c i p a l and E d u c a t i o n ) , i n  o r d e r  t o  
h e lp  c u r b  e s c a l a t i n g  h e a l t h  c a r e  c o s t s .

C u r r e n t l y  each e n t i t y  p u rc h a s e s  h e a l t h  c a r e  f r o m  a number o f 
h e a l t h  in s u r a n c e  p r o v i d e r s  f o r  t h e i r  p l a n s . By c r e a t i n g  a h e a l t h  
in s u r a n c e  a u t h o r i t y  each p a r t i c i p a t i n g  e n t i t y  w o u ld i n  e f f e c t  
have t h e  a b i l i t y  t o  r e a l i z e  t h e  c o s t  econom ie s o f  a much l a r g e r  
g ro u p  ( 1 3 4 ,0 0 0 p a r t i c i p a n t s  v s 2 4 , 0 0 0 ) .  T h i s  w o u ld  e n a b le  th e  
a u t h o r i t y  t o  n e g o t i a t e  paym en t r a t e s  and u t i l i z a t i o n  f a c t o r s  w i t h  
h e a l t h  c a r e  p r o v i d e r s  and p r o v i d e  f o r  a p p r o p r i a t e  c a r e  d e l i v e r y  
a t  an a p p r o p r i a t e  c o s t .  The a u t h o r i t y  c o u ld  be expanded t o  
i n c l u d e  m e d ic a id  and w o r k e r s  c om p e n s a t io n  b e n e f i t  s y s te m s .

The a u t h o r i t y  c o u ld  phase i n  r e s p o n s i b i l i t i e s  o v e r a p e r i o d  o f 
t im e

Phase I
A u t h o r i t y  C re a te d  -

E s t a b l i s h  p r o v i d e r  pa ym en t and u t i l i z a t i o n  
s t a n d a r d s  f o r  u se by p a r t i c i p a t i n g  e n t i t i e s  
w i t h  t h e i r  c u r r e n t  h e a l t h  p la n s .

Phase I I
S t a r t  t o  p o o l p u r c h a s in g  o f  c o v e ra g e  v o l u n t a r i l y  
by e n t i t i e s .

P o o l a l l  e n t i t i e s  t o  g i v e  maximum c o s t 
e f f i c i  e n c ie s .

H e a l t h  In s u r a n c e  A u t h o r i t y

SB 254 b y S e n a to r D uncan

Phase I I I



B a ckg ro u nd

* S u p p lem e n ta l R equ e s t FY 89 o f  2 1 .8  m i l l i o n  t o  c o v e r 
in c r e a s e d  H e a l t h  Ca re p rem ium s .

* I n c r e a s i n g  c o s t s  o f  H e a l t h  C a re i n  A la s k a  f rom  75 m i l l i o n  
i n  FY 80 t o  i n  e x c e s s o f  300 m i l l i o n  i n  FY 90 .

* H e a l t h  In s u r a n c e  prem ium s f o r  em p lo yee s i n c r e a s i n g  f rom  
$217 .6 5 i n  FY 84 t o  $431 .72 i n  FY 89 an in c r e a s e  o f  98% 
i n  f i v e  y e a r s . The n a t i o n a l a v e ra g e  i n  1989 was $2 1 6 .0 0

* H e a l t h  C a re Task F o rc e C r e a t i o n

* S h o r t te rm  -  ways t o  re d u c e  s u p p le m e n ta l r e q u e s t s

* M id te rm  -  ways t o  re d u c e  FY 90 c o s t s

* Long te rm  -  ways t o  re d u c e  h e a l t h  c a re  c o s t s  i n
A la s k a .

H e a l t h  In s u r a n c e  A u t h o r i t y

SB 254

H e a l t h  In s u r a n c e  A u t h o r i t y

* C o o r d in a te  b u y in g  powe r o f  S t a t e  p la n s  t o  re d u c e  h e a l t h  
c a re  c o s t s  i n  A la s k a .

* Lowe r c o s t o f  p la n  a d m i n i s t r a t i o n

* R e a l i z e  t r e n d s  in  h e a l t h  c a r e  d e l i v e r y  and a d j u s t  
a c c o r d i n g l y .



R e c e n t l y  I  r e c e i v e d  a copy o f  a l e t t e r  s e n t b y M ic h a e l H u r s t t o
G .G .U . members c i t i n g  t h e  " a c t u a l "  c o s t f o r  em p lo yee s h e a l t h  
c a r e .

As you a r e  awa re I  am q u i t e  c o n c e rn e d  a b o u t r i s i n g  H e a l t h  c a re  
c o s t s  i n  t h e  s t a t e  and th e  c o s t t o  em p lo y e e s . As a member o f  t h e  
H e a l t h  Ca re C o s t C o n ta in m e n t T a s k F o rc e  we have re v ie w e d  t h e  
c o s t s  u n d e r t h e  A e tn a p la n  and ha ve made re c om m enda t io n s t h a t  
w o u ld  re d u c e c o s t s  b u t n o t re d u c e b e n e f i t s .  The t a s k  f o r c e  has 
made re c om m end a t io n s t h a t  a l lo w e d  f o r  t h e  r e c o v e r y  o f  p a s t due 
r e f u n d s  and c o s t c o n ta in m e n t s a v in g s  t o t a l i n g  o v e r 10 m i l l i o n  
d o l l a r s .

The l e t t e r  may m is le a d  G .G .U . members as i t  o u t l i n e s  a 9 .6  
m i l l i o n  d o l l a r  s u r p l u s  a t  t h e  end o f  t h e  p l a n  a c c o u n t in g  p e r i o d  
e n d in g  June 30 , 1989 , when i n  f a c t  t h e  b a la n c e  was a c t u a l l y  7 .2  
m i l l i o n .  I n  p a s t y e a r s  t h e  p la n  was i n  a d e f i c i t  p o s i t i o n .

T h i s  s u r p l u s  was used (a lo n g  w i t h  c o s t  c o n ta in m e n t p r o v i s i o n s )  t o  
re d u c e t h e  prem ium f rom  $431 .7 2 t o  $ 3 8 4 .5 9 p e r em p loyee p e r mon th 
and t o  g u a ra n te e  t h i s  p rem ium l e v e l  u n t i l  J a n u a r y  31 , 1991 .

I t  m us t be n o te d  t h a t  t h e  7% h e a l t h  c a r e  i n f l a t i o n  p o i n t e d  o u t i n  
H u r s t ' s  l e t t e r  i s  n o t a r e a l i s t i c  p r o j e c t i o n  when h e a l t h  c a re  
i n f l a t i o n  i n  t h e  S t a t e ' s  p la n  has been t r a c k i n g  a t  19.98% p e r 
y e a r f o r  t h e  l a s t  f i v e  y e a r s .

I f  h e a l t h  c a r e  c o s t s  c o n t i n u e  t o  r i s e  a t  20% p e r y e a r t h e  c u r r e n t  
$3 8 5 .0 0 p rem ium w i l l  in c r e a s e  s u b s t a n t i a l l y  u n le s s  we can 
f i n d  ways t o  s lo w  o r  s t o p  t h i s  p a c e . The Task F o rc e i s  
e v a l u a t i n g  lo n g  te rm  ways t o  c u r b  h e a l t h  c a r e  i n f l a t i o n  i n  th e  
S t a t e  and w i l l  be r e p o r t i n g  th e s e  f i n d i n g s .



ASSOCIATION OF ALASKA SCHOOL BOARDS
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MEMO

TO: House HESS Comm it tee Members

FROM: C a r l F .N . Rose, E x e c u t i v e  D i r e c t o r

RE: S ena te B i l l  254 - Group H e a l t h  In s u ra n c e  A u t h o r i t y

DATE: A p r i l  26, 1990

The A s s o c ia t i o n  o f A la s k a S choo l B oa rd s i s  k e e n ly  aware o f 
th e  f i n a n c i a l  h a r d s h ip  e x p e r ie n c e d  by s c h o o l d i s t r i c t s  w h ic h 
i s  due i n  la r g e  measu re t o  r a p i d l y  e s c a l a t i n g  h e a l t h  co ve ra g e 
c o s t s . We re c o g n is e  th e  v a lu e  o f l o o k i n g  f o r  a l t e r n a t i v e  
means t o  a l l e v i a t e  t h i s  bu rd e n .

W h i le  we c o n c u r w i t h  th e  c o n c e p t o f th e  A la s k a S ta te  H e a l th  
G roup A u t n o r i t y ,  w h ic h i s  s e t f o r t h  i n  SB 254, we do have 
some c o n c e rn s .

One o f th o s e co n c e rn s wou ld be th e  p o s s i b i l i t y  o f a f u t u r e  
d e t e rm in a t i o n  t h a t  th e  p rog ram s h o u ld  be m anda to ry , and wou ld 
r e q u i r e  all s c h o o l d i s t r i c t s  t o  p a r t i c i p a t e .  I t  has been o u r 
e x p e r ie n c e  i n  fo rm in g  and a d m in i s t e r i n g  a c o o p e r a t i v e  
p r o p e r t y  in s u r a n c e  p rog ram f o r  s c h o o l d i s t r i c t s  t h a t  some o f 
t h e  l a r g e r  d i s t r i c t s ,  such as A ncho ra g e , F a irb a n k s and 
Juneau , were a b le  t o  e i t h e r  n e g o t i a t e  lo w e r r a t e s  on t h e i r  
own o r p a r t i c i p a t e  i n  a s e l f - i n s u r a n c e  a r rangem en t w i t h  t h e i r  
m u n ic ip a l go ve rnm en ts . We s u s p e c t t h i s  m ig h t a l s o  be t r u e  i n  
th e  a rea o f h e a l t h  c o v e ra g e .

We b e l i e v e  t h a t i f  th e  prog ram i s  t r u l y  b e n e f i c i a l  th e n i t  
w i l l  f o l l o w  t h a t d i s t r i c t s  w i l l  v o l u n t a r i l y  j o i n .  However, a 
mandated p rog ram may n o t p ro v e t o  be i n  e v e r y o n e 's  b e s t 
i n t e r e s t ,  and w ou ld p u t an a d d i t i o n a l bu rd en on a s c h o o l 
d i s t r i c t  ( o r m u n i c i p a l i t y )  t o  d em o n s t r a te  why th e y s h o u ld  be 
a l lo w e d  t o  pu rs u e o t h e r  o p t i o n s .

A n o th e r c o n c e rn re g a rd s  th e g o ve rn a n ce o f th e A u t h o r i t y .  The 
make-up o f th e  g o v e r n in g  boa rd c u r r e n t l y  s p e c i f i e s  " tw o 
members r e p r e s e n t i n g  s c h o o l d i s t r i c t s " .  We wou ld l i k e  t o  
have i t  made c l e a r  t h a t  th o s e two r e p r e s e n t a t i v e s  s h o u ld  
r e p r e s e n t s c h o o l d i s t r i c t  m a n a g e m e n t , s in c e  i t  i s  a l r e a d y  
s p e c i f i e d  t h a t l a b o r  o r g a n i s a t i o n s  w i l l  bo re p re s e n te d .



UEC’B mhk 1? 1990

l a s k a  S t a t e  M  e d i c a l  A s s o c i a t i o n

4107 Laurel Street . Anchorage, Alaska 99508-5334 . (907)562-2662

April 12,1990

Honorable Johnny Ellis 
Chairman
Health, Education and Social Services 
P.O. Box V
Juneau, Alaska 99811 Re: Senate Bill 254
Dear Representative Ellis:
Is creating a government-run insurance program the solution for restraining the 
costs o f health care?
In 1965 the U.S. Congress amended the Social Security Act by adding Title 18 - 
Medicare. Like Senate Bill 254 it established a government agency - the Bureau 
of Health Insurance - to establish payment rates, review utilization of 
services, and purchase insurance at the lowest possible cost for its 
beneficiaries, in this case, Americans over 65. It contracted with private 
insurance companies, known as Fiscal Intermediaries, to pay out benefits. 
Within a decade the Bureau of Health Insurance had grown so large that it could 
no longer be contained within the Social Security Administration, so a new 
separate bureaucracy was created - the Health Care Financing Administration, or

By 1990 HCFA  and its non-insurance contractors (who perform utilization review 
and quality care review functions) had become one of the largest, most complex 
and costliest of the Federal bureaucracies, and one that is equallv mistrusted 
by providers and beneficiaries alike. Since 1965 health care expenditures have 
risen to consume 1 2 %  o f GNP, a higher proportion than almost any country.
Medicare has proven to be a political, social and fiscal tarbabv for 
legislators, providers and consumers. Yet, Senate Bill 254 recreates in 
miniature the same mistakes Title 18 made almost a generation ago. Senate Bill 
254 even goes a step farther, by giving the Insurance Authority the option to 
actually operate the insurance program itself - collecting premiums and paying 
benefits. Does the State o f Alaska really want to become caught in this 
scenario?

HCFA.



Honorab le Johnny Ellis
A p r il 12,1990
Page 2

Organized medicine in the US - and in Alaska * has been firmly committed to 
accessible, affordable health care, but we c5 )n't believe that having government 
enter the insurance business is a good answer.
Rather, we believe in using the marketplace to restrain the utilization of 
services, by introducing higher deductibility and/or greater co-insurance. By 
making patients partially responsible for health care costs, frivolous 
utilization o f services will diminish without question.
We also believe in reviewing the entire benifit package, and re-examining the 
meaning o f the term "comprehensive care." The benifit package available to 
Alaska state employees and retirees is certainly one of the most generous in 
the country.
Finally, we believe that the passage of House Bill 581 will provide a better 
forum to examine a number of issues and offer a program for stabilizing 
inflation of health care expenditures.
Therefore, we believe Senate Bill 254 to be a proposed "quick fix" for a much 
larger problem and we sincerely oppose this legislation.

Ray Schalow 
Executive Director



W o r k e r s '  C o m p e n s a t i o n  

C o m m i t t e e  o f  A l a s k a

Tuesday, April 24, 1990

Johnny Ellis, Chairman
House Health, Education, and Social Services Committee 
Alaska State Legislature 
P.O. Box V (MS 3100)
Juneau, AK 99811

Re: CSSB254

Dear Representative Ellis:

I understand that this bill has passed In the Senate and has now been referred to 
your committee for consideration. As president of the Workers ’ Compensation 
Committee of Alaska, representing some 450 employers throughout Alaska for 
workers’ compensation concerns, and also as Benefits Manager of the Anchorage 
School District with over 35 years experience In the group Insurance and 
employee benefits field, I must convey to you my total opposition to CSSB 254, 
both as to its Intent and construction. At first glance, it may appear to offer reduced 
health care cost for employees of the State and its political subdivisions, but as 
written, I am afraid it would do Just the opposite.

The bill purports to call for voluntary participation by the various eligible entities, but 
then provides for requiring mandatory participation. It requires the creation of fee 
schedules and utilization ctandards for health care providers without addressing 
any realistic basis for establishing, or enforcing of them. It would allow for entirely 
different levels : f benefits and plan designs from one entity to another. Unless 
practical parameters or guidelines for the benefits to be provided are established In 
the bill itself, the entire program would be unmanageable and costs would run wild. 
Finally, enactment of this bill will require the creation of a large state bureaucracy 
which will grpstiy Increase the overall cost of providing health coverage to public 
employees e $0 fiscal note given to the Senate Finance Committee, was very
misleading ’at was only for FY 90. Starting with FY 91, the fiscal impact will be
significant

The concept of a statewide 3roup Health Coverage Authority could be made to 
work and might contain, or even reduce the future cost of health benefits for public 
sector employees if:

P.O Box 200531 
♦

Anchoraga. Alaska 99520

£ r i  19-^1 r  h :**  -  o n  o u s c  j s ,  k v ?
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1. The Legislature establishes a uniform health plan providing for basic 
medical, dental, and vision benefits with reasonable deductibles, and co­
payments for all plan participants, and declares that on ly employer 
contibutlon amounts, and no t specific health care benefits, are subject to 
collective bargaining;

2. All state mandates of specific health benefits currently In effect are 
repealed;

3. Participation in the State Plan is made mandatory for all employees of the 
state and its political subdivisions in the same manner as the state 
retirement systems;

4. The Legislature establishes a self-funded health care authority for paying 
benefits under the basic state health plan and provides for annual 
appropriations to the fund based on annual actuarial assessments of the 
claims experience of the plan and appropriate reserve and expense 
requirements; and

5. Risk sharing contracts are established with a statewide network of 
healthcare providers and hospitals establishing rate and fee schedules.

Should CSSB 254 pass as written, it would increase cost fo r those political entities 
which now effectively manage their health benefit plans, It does not seem at all fair 
for the state to attempt to reduce its current high employee health plan cost at the 
expense of other political subdivisions. The California consultant’s contention, in 
his report to the state Health Task Force, that combining all public sector 
employees under one state health authority will save large amounts of money for 
all public entities is plain wrong under existing conditions In Alaska.

I urge you and your committee not to recommend passage of CSSB 254 Thank 
you for your consideration.

cc: Mark Boyer, Vice-Chairman
Cheri Davis 
Walt Furnace 
Peter Goll
Max F. Gruenberg, Jr. 
George G. Jacko, Jr.
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A p r i l 25 , 1990

T o : R ep . J o h n n y  E ll is , C h a ir 
M em be rs , H ouse HESS C om m it te e

Re: CS f o r  SB 2 4 '5 '(F in a n c c )
" A n  A c t re la t in g  to g ro u p  h e a lth  in s u ra n c e  a n d to h e a lth  ca re 
p ro v id e d  b y th e s ta te ; an d p r o v id in g  f o r  an e f f e c t iv e  da te ."

N E A -A la s k a  s u p p o r ts  and encou rages y o u r fa v o r a b le  c o n s id e ra t io n  o f SB 254.

A t th e schoo l d i s t r i c t  le v e l em p lo yees a rc  c o v e re d b y  a w id e  v a r ie ty  o f p la n s , some 
good a n d  m a n y  n o t so good , w i t h  a b ro a d ra n g e o f p re m iu m  costs . A l l a rc 
r e g u la r ly  fa c e d  w i t h  s u b s ta n t ia l p re m iu m  cos t in c rea ses a n d f r e q u e n t ly  d im in is h e d  
b e n e f i t co ve ra g e .

M a n y  schoo l d is t r ic t s , b y v i r t  : o f th e ir r e la t iv e ly  sm a ll s ize , d o n ’ t ha ve a n y 
a d v a n ta g e  o r le v e ra g e in  n e g o t ia t in g  p re m iu m  ra te s a n d  b e n e f i t co ve ra ge w i th  
in s u ra n c e  c a r r ie r s  o r h e a lth  ca re p ro v id e rs .

T h ro u g h  Phase I SB 254 m akes c r i t i c a l in fo rm a t io n  an d sys tem s a v a ila b le  to schoo l 
d is t r ic t s  la c k in g  th e resou rces necessa ry to a c q u ire  th is  in fo rm a t io n  on th e ir ow n .

M o re  im p o r t a n t ly , SB 254 w i l l e v e n tu a l ly  p ro v id e  schoo l d is t r ic t s  w i th  v ia b le  
o p t io n s  to th o se c u r r e n t ly  a v a i la b le  to th em  an d re p re se n ts th e re a l p o te n t ia l f o r  
in c re a s e d b e n e f i t co ve ra g e , m e a n in g fu l cos t c o n ta in m e n t , an d lo w e r p re m iu m  ra tes 
f o r  a l l p u b l ic  em p lo yees .

T h e  a tta c h e d  d a ta  shee t w h ic h  is c u r r e n t ly  b e in g u p d a te d  re f le c ts  th e b road range 
o f p re m iu m  cos ts an d b e n e f i t cove rages c u r r e n t ly  a v a ila b le  to schoo l d is t r i c t 
em p lo yees .

SB 254 is a w a y  to b e tte r add ress the h e a lth  c a re co n c e rn s o f schoo l d is t r ic t s  and 
a l l o f th e ir em p lo ye e s . We u rg e y o u r fa v o r a b le  response .

T h a n k  y o u f o r  y o u r c o n s id e ra t io n  o f o r p o s it io n .

R e s p e c t fu l ly  s u b m it te d ,

B ob M an ne rs 
E x e c u t iv e  S e c re ta ry .
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HERE A RE  T H E  L A T E S T  HEALTH  IN S U R A N C E  C O M P A R IS O N S :
In  F e b ru a ry  N E A -A la s k a  began a s ta te w id e  h e a lth  in s u ra n c e  c om p a r is o n  s tu d y . T h is  is a s um m a ry o f th e 
p r e l im in a r y  responses.

T h e re  a re 57 D is t r ic ts . We c o n ta c te d  55 D is t r ic ts  and ha ve h a d 50 responses. T h e co o p e ra t io n  o f the 
D is t r ic t s  has been e x c e lle n t . N o t a l l o f  the responses h a ve in c lu d e d  a l l in fo rm a t io n  h ow e ve r, so use th e 
s um m a ry  fo r in d ic a t io n s  o f  tre n d s  a n d rc fe . to th e s tu d y  i t s e l f f o r  s p e c i f ic  in fo rm a t io n  a b o u t s p e c if ic  
D is t r ic ts . R eques t th e s tu d y  f r o m  y o u r f ie ld  s ta f f re p re s e n ta t iv e .

P rem ium s

M o n th ly  p rem ium s f o r  em p lo ye e s o n ly  ra nge fro m  
a lo w  o f S I05. 44 to a h ig h  o f S 160.93.

M o n th ly  p rem ium s f o r  f a m i l y  ra n g e  f r o m  a lo w  o f 
S156.12 to a h ig h  o f S473.02.

M o n th ly  "c om po s ite " p re m iu m s - one cost per 
em p lo y e e rega rd le ss o f m a r i t a l o r fa m i ly  
s ta tu s - range f r o m  a lo w  o f S203.20 to a h ig h  o f 
S417.S5.

Amount of Premium Paid Bv District

T he s ta n d a rd  in  A la s k a  is 100% p re m iu m  oa id bv 
th e em p lo y e r . F o u r D is t r ic t s  p a y 90% o f the 
p re m iu m . One D is t r ic t pays 80%.

D e d u c t ib le s

15 D is t r ic t s  have S 5 0 /S I5 0 f o r  in d / f a m  d e d u c t ib le  
1 has S50. fo r  each pe rson c o v e re d .
1 has S50 /S200 .
26 D is t r ic t s  have S100 /S 300
2 ha ve S I0 0 /S I0 0  
1 has S 150 /150
I has S200 /S 600

C o -In s u ra n c e

II pa y 80%
27 pa y 90%
We have some in fo  on c a p : on c o - in s u ra n c e  bu t it 
is n o t ye t com p le te .

L i f e t im e  M a x im u m : on M a jo r M ed ica l

20 D is t r ic t s  ha ve a 5250 ,000 m a x im um .
9 D is t r ic ts  ha ve a 5500 ,000 m a x im um .
15 D is t r ic t s  h a ve a S l.0 0 0 .0 0 0 m a x im um .

P r im a rv /S e c o n d a rv  C ove rage

M os t D is t r ic t s  p ro v id e  c o o rd in a t io n  o f b e n e f its  i f  
tw o spouses w o rk  f o r  th e D is t r ic t . T h ir te e n  
D is t r ic ts  do n o t p ro v id e  p r im a ry /s e c o n d a ry  
cove rage .

Alcoholism and Drug Abuse Pencfit

13 D is t r ic ts  p ro v id e  a b e n e f i t less th a n th a t n ow  
set b y A K  S ta tu  a tu tc  m ay no t d ic ta te  u n d e r 
c e r ta in  c o n d i t io n - , T h e s ta tu to r y  m in im u m  is
57 ,000 o v e r 2 y c a r s /L i f c t im e  m ax o f 514 .000 - N o 
sp e c ia l re q u ire m e n ts  added o ve r and a b o ve 
re q u ire m e n ts  f o r  o th e r m e d ic a l c o n d it io n s .

D e n t a l

3 D is t r ic t s  p ro v id e  O r th o d o n t ia .
5 D is t r ic ts  p ro v id e  less th a n 80% cove ra ge f o r  
class 13 ro u t in e  ca re .
8 D is t r ic t s  p ro v id e  m o re th a n S I .000 co ve ra g e 
a n n u a lly .

Vision
8 D is t r ic ts  ha ve an eve exam  b e n e f i t th a t is less 
th a n 90% o f one e xam  pe r yea r.

Audio
6 D is t r ic ts  do no t have a u d io  cove rage .
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I . CONTINUED  D ISCUSSION  REGARD ING  POOLING  CONCEPTS

Several states have enacted pooling legislation for a variety of reasons. Two case 
summaries, one for Hawaii and the other for Utah are presented below to gain an 
understanding as to how and why other states have exercised pooling for their benefit 
plans. Hawaii and Utah were chosen for this initial study because they both have been 
utilizing pooling for a number of years, Utah for 13 yean and Hawaii for 28 years).
We recommend that you accept the invitations from Hawaii and Utah to personally 
experience the benefits of pooUng.

Utah Public Employee Health Plan
The State of Utah's Public Employee Health Plan was established in 1977 by the state 
legislature to help reduce and control health care costs. The plan provides coverage to 
o v .” 70,000 (23,000 primary insureds) state, county, dty, and school district employees, 
retirees and their dependents. All public entities must participate in the plan.
The fund is governed by legislation, directed by a board of trustees and a full time 
director. It requires 35 state employees to run the required operation.

Currently, the fund offers one plan design to all entities with separate rating based on 
each entities experience. The fund provides Dual Choice Medical and Dental, Two •
H .M  O.'s, Life and Long-Term Disability coverage. The coverages are self-funded with In- 
house administration and daim  payors Substantial savings have been realized by creating 
a buying group that is cohesive and proactive in cost containment and non-payment. One 
problem that has surfaced is that the fund has been setting rates 18 20 months in the 

future, and medical inflation has required increases in contributions earlier than originally 
an tic paled.



The Utah Public Employee Fund has extended an invitation to the Task Force an on site 
look at their operation and answer any further questions you may have regarding their 
‘’pooling” experience.

Hawaii Public Employees Health Fund
The Hawati Public Employee Health Fund was established in 1962 under Chapter 87 
(revised) as a method to purchase and distribute employee benefit coverage for over
110,000 (65,000 primary insureds) state, county, city and school employees, retirees and 
their dependents. All public entities must participate in the fund.

The fund started 1962 with the base benefit plan and added, dependent care in 1966, 
group life in 1968 and Dental, Vision (V .SP .) and Prescription Drug plans effective 
January 1, 1990.

Currently, the fund offers a indemnity medical plan with Blue Cross, utilizing minimum 
Premium Funding, three - H .M O .'s (Kaiser, Community Health Plan, Island Care Plan). 
Dental, Vision, Prescription Drug and Life Insurance are currently fu lly  insured with the 
option o f utilizing alternate funding methods. AH plans are free standing and have 
separate rating and experience.

The fund currently negoejtes with earners on a two year rate guarantee basis that 
coincides with the Labor agreements. A ll contacts are negotiated with the negotiating 
committee which usually occurs every two years



Hawaii Public Employees Health Fund does not presently employ cost containment 
methods (le: pre-certification and utilization review) or a preferred provider organization. 
Hawaii Ls currently experiencing medical inflation 4% to 5% lower than the mainland. The 
plan design includes higher deductibles and co-payments and the employees pay 40% of 
the medical premium.

Legislation governs the operations and power of the fund which Is directed by a board of 
trustees and has of full-time director with a staff o f eight. Hawaii utilizes the fund to 
purchase and distribute benefit coverages using outside vendors, however, they could self­
fund and /o r self-administrator the program.

The fund is currently Investigating the ability to add Long-Term Care to the benefit 
package for their covered employees.

The Hawaii Public Employee Health Fund has offered to assist the Task Force in 
understanding the operation o f their fund, and have extended an invitation to the Task 
Force to send a delegation to Hawaii for further on site discussions.



T O d  
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  February 12, 1990

SUBJECT: Group health insurance - CSSB 254( )

TO: Senator Jim Duncan

FROM: Michael F. Ford
Legislative Counsel

The attached draft raises a constitutional issue you should 
consider. Under Sec. 21.77.020(a), members of the legisla­
tive and judicial branches of state government will serve on 
the: board of the Alaska State Group Health Insurance Author­
ity. Having legislative and judicial members on the board 
of an executive agency may violate the separation of powers 
doctrine. This doctrine requires that government powers not 
be blended, unless there is an express constitutional pro­
vision allowing the mixture. See Bradner v. Hammond, 553 
P.2d 1 (Alaska 1976). If you believe you must have legisla- 
tive and judicial representatives on the board, the separa­
tion of powers issue would be minimized if the legislative 
and judicial members were not voting board members, but were 
members who only acted in an advisory capacity.

Please contact me if you have further questions.

MFF:pi 
WFP2/031

Enclosure



E S T I M A T E D  P O P U L A T I O N S  O F  A L A S K A N S  W H O S E  H E A L T H  C A R E  C O S T S  A R E  
D I R E C T L Y ,  I N D I R E C T L Y ,  O R  P A R T I A L L Y  P R O V I D E D  F O R  B Y  T H E  S T A T E

F m o l o v e e / R e t i r e e _____________________________D e p e n d e n t s ______________________ T o t a l s

1.  S t a t e  A c t i v e  E m p l o y e e s

1 3 , 0 0 0  1 7 , 5 0 0  3 0 , 5 0 0

2 .  R e t i r e e s  ( S t a t e ,  M u n i ,  S c h o o l X P E R S  &  T R S ) .

1 0 , 5 0 0  9 , 8 0 0

U p  t o  6 0 %  r e s i d e  i n  s t a t e

6 , 3 0 0  5 , 9 0 0  1 2 , 2 0 0

3  L o c a l  G o v t .  A c t i v e  E m p l o y e e s  ( P E R S )

1 3 , 6 0 0  1 8 , 4 0 0  3 2 , 0 0 0

$ .  T e a c h e r  A c t i v e s  ( T R S )

8 , 2 0 0  1 1 , 0 0 0  1 9 , 2 0 0

M e d i c a i d / M e d i c a r e  E l i g i b l e s .
D i v .  O f  M e d i c a l  A s s i s t e n c e

4 1 , 0 0 0  4  1 . 0 0 0

( 1 3 4 . 9 0 0 )

a )  S o m e  o f  t h e  p e o p l e  a p p e a r i n g  i n  i t e m  2  w i l l  o e  c o u n t e d  i n  i t e m  5

b )  E s t i m a t e s  o f  d e p e n d e n t s  i n  i t e m s  3  a n d  4  a s s u m e  t n a t  t h e  g r o u p s  
e x h i b i t  t h e  s a m e  a g e  a n d  s e x  c h a r a c t e r i s t i c s  a s  i n  g r o u p  I
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SECriON IV 

POOLING



PO O L ING  F IN D IN G S U PDATE

1 h e r a r e  several items discussed at the last Task Force meeting tha t we w ou ld lik e to c la r ify . 

H aw a ii P rem ium Rates

F o r fisca l year 1990, H aw a ii’s m on th ly p rem ium  rate fo r M ed ica l, V is io n , P re sc rip tio n D rug 

and Den ta l are:

S ing le Coverage - State pays S 52.88; Em p loyee pays S 35.28 -  S 88.16 

F am ily Coverage - State pays S154.02; Employee pays S102.70 -  S256.72

There was a m isunde rs tand ing on how H aw a ii ca lcu la tes the com posite ra te , crea ting the 

con fu s io n on the S500.00 m on th ly rate.

H aw a ii’ s he a lth b e ne fit agreements w ith  Labo r.

A p p ro x im a te ly 90% o f the 65,000 active pa rtic ip a n ts in the H aw a ii poo l are covered b y labor 

agreements. H aw a ii’s noo l p rov ides standard level o f bene fits fo r a ll pa rtic ip a n ts and sets the 

p rem ium  rate. In labo r nego tia tions , the un its negotia te fo r the c o n tr ib u t io n  p ro v id e d by the 

State. The d iffe re n c e is ( i f  any) pa id by the employee. H aw a ii also operates w ith  a "me too'* 

clause w ith  its labo r g roup re su ltin g in s im ila r s ta te /em p loyee co n tr ib u tio n s fo r a ll groups.

A t the last Task Force m ee ting , it was requested a d d itio n a l in fo rm a tio n  on poo ling sp e c if ic a lly , 

advantages, savings and lo n g -te rm  e ffe c t on health care cost con ta inm en f . Inc luded in this 

re po rt is a closer look at the savings realized by U T A H ’S Pub lic Em p loyee Health Plan (PEHP)

U ta h Pub lic Employee P lan (P E H P )

The State o f U tah 's Pub lic Em p loyee Plan (PEHP ) was estab lished in 1977 by the state 

leg is la tu re to he lp reduce and con tro l health care costs. The plan p rov id es coverage to over 

70 .COO (23,000 p r im a ry insu reds) state, co u n ty , c ity , and schoo l d is t r ic t employees, re tirees and

15



th e ir dependents. A l l p u b lic en titie s must pa rtic ip a te in the plan. The fu n d is governed by 

leg is la tion , d ire c te d by a board o f trustees and a fu l l - t im e  d ire c to r. It requ ires 35 state 

employees to ru n the p lan 's ope ra tion .

C u rre n tly , the fu n d o ffe rs one p lan design to a ll en titie s w ith  separate ra tin g based on each 

en titie s experience. The fu n d prov ides Dual Cho ice M ed ica l and Denta l, Tw o - H .M .O .’s, L ife  

and Lo n g -T e rm  D is a b ility  coverage. The coverages are s e lf- fu n d e d w ith  in -house 

adm in is tra tio n and c la im  payors.

PEHP has rea lized savings in th ree main areas. Low e r cost o f adm in is tra tio n , negotia ted 

p ro v id e r paym ent, u t il iz a t io n  standards and plan design in c lu d in g wellness programs. These 

fin d in g s are ve r if ie d  by U T A H ’S Leg is la tion A u d ito r Genera l's repo rt da ted Feb rua ry 2, 1989. 

(In c lu d e d in a tta chm en t.)

16



ADMINISTRATIVE COSTS

U TAH 'S  PEHP com pared fa v o ra b ly in the aud it re p o rt w ith  f iv e  se lf- in su re d ca rr ie r 

a dm in is tra tiv e rates. The average was 6.8% com pared to PEHP at 3.5%. A e tna , c u rre n tly , 

charges the State o f A la ska 6.5% to process cla im s to ta llin g S5,656,424 fo r the 1989 plan year.

! f  A laska cou ld e ffe c t s im ila r savings in adm in is tra tiv e costs, the savings w ou ld be S2.5 m illio n 

per year, ju s t fo r ac tive and re tiree plans.

C om parison o f A dm in is tra tiv e Cost Between 
S e lf- In s u re d C arrie rs fo r H ea lth Care 
Source U T A H  Leg is la tive A u d it R epo rt

A dm in is tra t io n Costs As A 
C a rr ie r P t r t tn t .o L T Q in l C o m ___

C om pany A 

Com pany B 

Com pany D 

Com pany E 

Com pany F

S im p le Ave rage 

A laska (A e tn a )

PEHP

These companies also adm in is te r a 4 0 K K )  plan to employees as w e ll as o the r program s.

6 .3*

7.0
6 .4 *

9.3
i l

6 . 8

6.5
3.5

17
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Nego tia ted p rov id e r paym en t and u til iz a t io n  standards

PEHP has been able to reduce hea lth care costs th ro u g h negotia ted d iscoun ts in p re fe rred 

p ro v id e r arrangements. In the com parison o f PEHP 's re im bu rsem en t o f Seven Common 

procedure re im bursem ents (Page 3, Table I, U tah Leg is la tive A u d it R epo rt) the savings ranged 

from  6% - 8% from  usual ca rr ie r re im bursements. C la im s payors (ca rrie rs ) in U tah use a 

"M ed Index" to ascerta in usual and reasonable rates. In a com parison o f Ten Common health 

care procedures (see U tah Leg is la tio n A u d it R epo rt. Page 4, PEHP. Table I I) . PEHP was 

re im bu rs in g p rov id e rs at a low e r ra te than the med index re su ltin g in savings o f 11% to 25%.

These s im ila r savings cou ld be ach ieved in A laska ’s p lan by using com b ina tio n o f p re fe rred 

p ro v id e rs , revised usua l, reasonable and custom ary (U C R ) and p ro v id e r paym en t schedules. In 

the 1989 plan year. 580,318 .125 was paid fo r cla im s i f  savings s im ila r to U ta h ’s experience are 

rea lized , the State o f A lask3 w ou ld save between S6.4 m ill io n  and S20.0 m ill io n  per plan year.

Plan Design and Wellness Programs

PEHP has im p lem en ted plan design charges to in co rp o ra te cost con ta inm en t and wellness plans. 

Cost con ta inm en t p rov is ions tha t have been im p lem en ted inc lude :

• Second S u rg ra l O p in io n

• U t i l iz a t io n  Rev iew

• P re -C e r t if ic a t io n

• Managed M en ta l H ea lth and Substance Abuse

• A lte rn a te Care Settings (Home H ea lth )

• Pharm acy P.P.O.
*

• O u tp a tie n t Surgery

• P re fe rred P rov ide r N e tw o rk

• F lex Plan (See A tta chm en t)

• Three Phase Wellness Plan (See A tta c hm en t)

10



T h a t Inc ludes:

- Screening

- Educa tio n and Assistance

- O ne -O n -O ne G u idance , I f  Necessary

These severa l p lan designs, cost con ta inm en t and fu n d in g  arrangements have demonstra ted 

reduced plan in f la t io n . The Tab le be low illus tra tes tha t PEHP has been able to ho ld costs at 

abou t the ove ra ll med ica l CP I leve l (6 .7% ) versus A la ska ’s plan increasing at 19.98%.

C om pa r ison  o f  Ra te  Inc reases  F o r  F am i ly  
P rem ium s By O th e r  W este rn  S ta tes

A nnua l P rem ium  G row th  E s t im a ted
S ta te  R a te  F o r  Last Five Yea rs  Inc rea sed  FY '9 0

A rizo n a 17.2% N /A

Co lo rado 6.4 N /A

Idaho 4.0 30%

M on tana 5.5 26

Nevada 4.6 15

N ew M ex ic o -  Plan A 23.8 30

N ew M ex ic o -  Plan B 9.6 30

W yom ing £2

Ave rage 9.7 31

A laska (A e tna 3 years) 19.98 0 (R ev ised )

U ta h 6.6 23 -3 1 *

M ed ic a l CP I s 6.7 N /A

•P E H P  is reques ting a 21% increase and a one -tim e a p p ro p r ia tio n o f S2.4 m ill io n to rebu ild its 
reserves. To fu n d the S2.4 m ill io n  ap p ro p ria tio n ove r tim e cou ld increase prem ium s from  2% 
to 10%. PEHP also w i l l reduce bene fits by 10%.

Source: U ta h Leg is la tion A u d it Repo rt

1 9
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A dd i t io n a l ly ,  P E H P  has been ab le  to ho ld p rem ium  increases at 6 .6%  versus the insurance 
c a r r ie rs  average in U tah  o f  1 2 .2%  o v e r  the last 5 years.

C u r r e n t ly .  P E H P  is requesting a supp lementa l a p p rop r ia t io n  in fund ing  f o r  the p lan f r o m

S 3 0 8 .0 0  to S 3 2 5 .0 0  to c o v e r  sho r t  fu nd ing  in the last session and rebu i ld  reserves.

In  p rev iou s  good years when a su rp lus  was gene ra ted , it was re tu rned  to the U tah  State genera l 
fu n d .

C onc lu s ion

By u t i l iz ing  a poo l ing  concept f o r  A la ska ’ s hea lth  p lans , the fo l low in g  savings cou ld  be 

genera ted f o r  the A c t iv e  and R e t i re e  P lan . Sav ings c ou ld  be s ign i f ic an t ly  g rea te r by inc lud ing  

tota l hea lth  care pa id  f o r  by the state p rog ram s .

Estim ated  Savings:

A dm in is t ra t ion  S 2 .0  -  S 3 .0  m i l l i o n

P ro v id e r  A r rangem en ts  6 .4  -  S 2 0 .0  m i l l i o n

S low ing  P rem ium  Increase T .B .D .

R ecogn ize  T re n d s /A d ju s t  2 .0 -  S 1 0 .0  m i l l io n

To ta l E stim ated  Savings S10 .4  -  S 3 3 .0  m i l l i o n
f o r  active and re t i ree  p lans

2 0
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STATE OF UTAHOffice of the Legislative Auditor General
412 State Capitol •  Salt Lake City, Utah 34114 •  (801) 538-1033

Audit SuhcommJttw o/ ttv* L**l»Uava M u iM tn w n l C omm it**
WAYNE L. WELSH. CPA Senttor Wilfort X. lUck. I r . CMirm in • S«n«tor Du H. McMuUia
AUDITOX CtNEXAL Xeprtwnuiiv* |K k f OM tnn • Itp rrM nu irv t B«v«rtv |. Whtt«

F e b r u a r y  2 ,  1 9 8 9  
I L R - 8 9 - D

S e n a t o r  X .  S .  C o r n a b y
R e p r e s e n t a t i v e  R o b  w .  B i s h o p
M e m b e r s  o f  t h e  I n t e r i m  R e t i r e m e n t  C o m m i t t e e

S u b j e c t :  P u b l i c  B e p l o y t a s '  H e a l t h  P l e a  

" e a r  L e g i s l a t o r s :

T h i s  r e p o r t  h a s  b e e n  p r o v i d e d  t o  g i v e  t h e  L e g i s l a t u r e  s o m e  
a d d i t i o n a l  b a c k g r o u n d  i n f o r m a t i o n  o n  r i s i n g  p u b l i c  e m p l o y e *  h e a l t h  
i n s u r a n c e  c o s t s .  T h e  r e v i e w  i s  l i m i t e d  i n  i t s  s c o p e  s i n c e  m a n y  
f a c t o r s  a r e  a f f e c t i n g  h e a l t h  c a r e  c o s t s  a n d  w e r e  n o t  e x p l o r e d  i n  
d e t a i l .  I t  i s  a l s o  d i f f i c u l t  t o  d i r e c t l y  c o m p a r e  e a c h  h e a l t h  c a r e  
p r o v i d e r  b e c a u s e  o f  t h e  g r e a t  v a r i e t y  a m o n g  t h e  p r o g r a m s .  F o r  
e x a m p l e ,  s e v e r a l  c o m p a n i e s  h a v e  s t a r t e d  h e a l t h  m a i n t e n a n c e  o r  
p r e f e r r e d  p r o v i d e r  o r g a n i s a t i o n s  b u t  e a c h  o r g a n i z a t i o n  i s  s e t  u p  
d i f f e r e n t l y  i n  a n  a t t e m p t  t o  c o n t r o l  c o s t s  o r  m a k e  a  p r o f i t .  
F i n a l l y ,  s e v e r a l  a r e a s  w e r e  n o t  c o m p l e t e l y  e x a m i n e d  d u e  t o  t h e  t i m e  
c o n s t r a i n t s  o f  p r o v i d i n g  t h i s  r e p o r t  t o  t h e  L e g i s l a t u r e .  H o w e v e r ,  
e v e n  w i t h  t h i s  l i m i t e d  r e v i e w ,  w e  h o p e  t h e  i n f o r m a t i o n  i n  t h i s  
r e p o r t  w i l l  b e  h e l p f u l  t o  t h e  L e g i s l a t u r e .

T h r e e  m a i n  a r e a s  a r e  b r i e f l y  p r e s e n t e d :  1 )  a  c o m p a r i s o n  o f  
P u b l i c  E m p l o y e e s '  H e a l t h  P l a n  ( P E H P )  c u s t o m a r y  a n d  r e a s o n a b l e  
r e i m b u r s e m e n t  r a t e s  w i t h  f i v e  l o c a l  i n s u r a n c e  c o m p a n i e s  a n d  t h e  U t a h  
M e d - I n d e x ,  2 )  a  c o m p a r i s o n  o f  P E H P  p r e m i u m  i n c r e a s e s  w i t h  i n c r e a s e s  
i n  s e v e n  I n t e r m o u n t a i n  s t a t e s  a n d  f i v e  l o c a l  i n s u r a n c e  c o m p a n i e s ,  
a n d  3 )  a  c o m p a r i s o n  o f  P E H P  a d m i n i s t r a t i v e  c o s t a  t o  f i v e  l o c a l  
h e a l t h  c a r e  p r o v i d e r s  w i t h  s e l f - i n s u r a n c e  p r o g r a m s .  P E H P  a p p e a r s  t o  
b e  s l i o h t l y  b e l o w  a v o r a g e  f o r  c u s t o m a r y  a n d  r e a s o n a b l e  r e i m b u r s e m e n t  
r a t e s  c o m p a r e d  t o  f i v e  o t h e r  i n s u r a n c e  c a r r i e r s  a n d  b e l o w  t h e



L e g i s l a t o r s
F e b r u a r y  2, 19 89

5 0 t h  p e r c e n t i l e  o f  t h e  M e d - I n d e x  f o r  U t a h ’ s  m a r k e t .  P E H P  p r e m i u m  
i n c r e a s e s  a p p e a r  t o  b e  s l i g h t l y  l o w e r  t h a n  o t h e r  g r o u p s  o v e r  t h e  
p a s t  f i v e  y e a r s  a n d  t h e  c u r r e n t  r e q u e s t  a p p e a r s  J u s t i f i e d .  P E H P  
a d m i n i s t r a t i v e  c o s t s  a r e  l o w  c o m p a r e d  t o  o t h e r  s e l f - i n s u r a n c e  
g r o u p s .  *  T h i s  r e p o r t  d o e s  n o t  d i s c u s s  p o l i c y  i s s u e s  n o r  d r a w  a n y  
s o l i d  c o n c l u s i o n s  b u t  t r i e s  t o  p r o v i d e  s o m e  c o m p a r a t i v e  d a t a .

C u s t o m a r y  a n d  R e a s o n a b l e  R e i m b u r s e m e n t  R a t e s

P E H P  r e i m b u r s e m e n t  r a t e s  f o r  s e v e n  s e l e c t e d  m e d i c a l  p r o c e d u r e s  
a r e  i n  t h e  m i d d l e  r a n g e  w h e n  c o m p a r e d  t o  r a t e s  o f  f i v e  l o c a l  
i n s u r a n c e  c o m p a n i e s .  T h e  r e i m b u r s e m e n t  r a t e s  a r e  n e g o t i a t e d  o r  
a c c e p t e d  b y  i n s u r a n c e  c o m p a n i e s  w i t h  h e a l t h  c a r e  p r o v i d e r s  f o r  
s t a n d a r d  m e d i c a l  p r o c e d u r e s .  I n s u r a n c e  c o m p a n i e s  e s t a b l i s h  t h e s e  
r a t e s  t o  h e l p  c o n t r o l  c o s t s  a n d  t o  s p e e d  u p  r e i m b u r s e m e n t s  t o  h e a l t h  
c a r e  p r o v i d e r s .  T h e  r a t e  i s  s e t  a s  a  m a x i m u m  r e i m b u r s e m e n t  f o r  e a c h  
p r o c e d u r e  s o  e a c h  c l a i m  p a i d  w i l l  n o t  e x c e e d  t h i s  a m o u n t .  S i n c e  
r a t e s  a r e  r e n e g o t i a t e d  o r  e s t i m a t e d  f r o m  h e a l t h  c a r e  c o s t s ,  t h e  
r a t e s  a r e  c o n s t a n t l y  c h a n g i n g .  O u r  r e v i e w  w a s  o n l y  l i m i t e d  t o  
c u r r e n t  r a t e s  p a i d  a n d  d i d  n o t  e x a m i n e  h i s t o r i c a l  t r e n d s .  F o r  
e x a m p l e ,  t h e  c a r r i e r  a t  t h e  h i g h  e n d  f o r  r e i m b u r s e m e n t  r a t e s  m a y  o r  
m a y  n o t  h a v e  b e e n  a t  t h e  h i g h  e n d  f o u r  o r  f i v e  y e a r s  a g o .  A l s o ,  o n e  
c o m p a n y  m a y  h a v e  r e c e n t l y  e s t a b l i s h e d  n e w  r a t e s  w h i l e  a n o t h e r  
c o m p a n y  i s  u s i n g  o l d e r  r a t e s  a c c o u n t i n g  f o r  s o m e  d i s p a r i t y  b e t w e e n  
r a t e s .

O u r  r e v i e w  l o o k e d  a t  e s t a b l i s h e d  r e i m b u r s e m e n t  r a t e s  f o r  s e v e n  
h i g h  f r e q u e n c y  a n d  h i g h  d o l l a r  v o l u m e  m e d i c a l  p r a c t i c e s  b a s e d  o n  
c l a i m s  f i l e d  w i t h  P u b l i c  E m p l o y e e s  H e a l t h  P l a n  ( P E H P ) .  We  c o m p a r e d  
t h e  t o t a l  a l l o w e d  c o s t  o f  t h e  s e v e n  p r o c e d u r e s  u n d e r  t r a d i t i o n a l  a n d  
p r e f e r r e d  c a r e  w i t h  f i v e  o t h e r  i n s u r a n c e  c o m p a n i e s .  T a b l e  X s h o w s  
h o w  P E H P  r a t e s  c o m p a r e  t o  o t h e r  i n s u r a n c e  g r o u p s  o p e r a t i n g  i n  t h e  
s t a t e .
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C o m p a r i s o n  o f  C u s t o m a r y  a n d  R e a s o n a b l e  R e l a b n r s t m e a t s  
F o r  S e v e n  C o h m o  P r o c e d u r e s  F o r  H e a l t h  C a r e  

( F o r  O e t a i l  S e e  A t t a c h m e n t  A )

TABLE I

C o m p a n y
A l l o w e d  C o s t s  F o r  S e v e n  

P r o c e d u r e s  U n d e r  A 
T r a d i t i o n a l  P r o o r a m

A l l o w e d  C o s t s  F o r  S e v e n  
P r o c e d u r e s  U n d e r  A 
P r e f e r r e d  P r o a r a m

C o m p a n y  A * $ 8 , 9 4 0 $ 5 , 9 2 5
C o m p a n y  B *  ■ 5 , 3 6 0 5 , 5 6 0
C o m p a n y  C 7 , 9 0 3 7 , 9 0 3
C o m p a n y  D 6 , 4 5 1 6 , 4 5 1
C o m p a n y  E * * “ 6 , 8 8 8 N / A

A v e r a g e  ( A - E ) 6 , 7 4 9 6 , 4 6 0

P E H P 6 , 3 3 4 5 , 9 6 5

T h i s  c o m p a n y  h a s  a  p r e f e r r e d  p r o v i d e r  n e t w o r k .
• •  T h i s  c o m p a n y  c o m m o n  r e i m b u r s e m e n t  r a t e  w a s  u s e d  a l t h o u g h  i t  d o e s  

o p e r a t e  s o m e  h e a l t h  m a i n t e n a n c e  g r o u p s  t o  t r y  t o  k e e p  c o s t s  
l o w e r .

• • •  T h i s  c o m p a n y  u s e s  a  c o m b i n a t i o n  o f  h e a l t h  m a i n t e n a n c e  
o r g a n i z a t i o n  a n d  p r e f e r r e d  p r o v i d e r s .

A s  T a b l e  I  s h o w s ,  P E H P  t r a d i t i o n a l  r a t e s  a r e  l o w e r  t h a n  f o u r  
o f  t h e  f i v e  c o m p a n i e s .  A t t a c h m e n t  A i n c l u d e s  a m o r e  d e t a i l e d  c h a r t  
o f  t h e  p r o c e d u r e s  a n d  t h e  v a r i o u s  r e i m b u r s e m e n t  l e v e l s .  C o m p a n y  B 
i s  a b l e  t o  m a i n t a i n  l o w e r  r a t e s  t h a n  t h e  o t h e r  c o m p a n i e s  b e c a u s e  o f  
i t s  r e l a t i v e  s t r e n g t h  i n  t h e  m a r k e t  p l a c e  a n d  h a s  a  b r o a d  b a s e  o f  
h e a l t h  c a r e  p r o v i d e r s .  P E H P  p r e f e r r e d  r a t e s  a r e  h i g h e r  t h a n  t h r e e  
o f  t h e  f i v e  c o m p a n i e s .  T h e  r a t e s  a r e  a l s o  h i g h e r  t h a n  t h e  o n e  
c o m p a n y  ( C o m p a n y  A )  w h i c h  u s e s  s o m e  t y p e  o f  p r e f e r r e d  p r o v i d e r  
n e t w o r k .  I t  1 s  d i f f i c u l t  t o  d i r e c t l y  c o m p a r e  C o m p a n y  E * s  p r e f e r r e d  
r a t e s  s i n c e  i t  w i l l  r e i m b u r s e  a t  t h e  s e t  r a t e  b u t  w i l l  a l s o  
r e i m b u r s e  a d d i t i o n a l  f u n d s  l a t e r  a s  a n  I n c e n t i v e  t o  c o n t r o l  
u t i l i z a t i o n .  T h u s ,  t h e  r a t e s  f o r  C o m p a n y  E  w e r e  n o t  a v a i l a b l e  t o  
c o m p a r e  w i t h  t h e  P E H P ' s  p r e f e r r e d  p l a n .

P E H P  t r i e s  t o  r e d u c e  o v e r a l l  c l a i m s  b y  u s i n g  a  g l o b a l  f e e  
s c h e d u l e  w h i c h  m a y  < n c l u d e  o t h e r  p r o c e d u r e s  w h i c h  o t h e r  c o m p a n i e s  
w o u l d  p a y  s e p a r a t e l y .  F o r  e x a m p l e ,  P E H P ' s  g l o b a l  f e e  f o r  a  n o r m a l  
c h i l d  d e l i v e r y  w o u l d  i n c l u d e  a n y  u l t r a - s o u n d  e x a m i n a t i o n  d u r i n g  
p r e g n a n c y  w h e r e  a n o t h e r  c o m p a n y  m a y  b e  b i l l e d  s e p a r a t e l y  f o r  t h e  
u l t r a - s o u n d  u s a g e .  T h u s ,  i t  i s  d i f f i c u l t  t o  s a y  c o n c l u s i v e l y  w h i c h  
c o m p a n y  h a s  n e g o t i a t e d  t h e  b e s t  r a t e s .  A l s o ,  t h e  m a j o r i t y  o f



L e g i s l a t o r s
F e b r u a r y  2, 1989

P E H P  c l a i m s  a r e  p a i d  a t  t h e  p r e f e r r e d  r a t e  r a t h e r  t h a n  t h e  h i g h e r  
t r a d i t i o n a l  r a t e .  A l t h o u g h  P E H P ' s  l a r g e s t  m e m b e r s h i p  i s  i n  t h e  
t r a d i t i o n a l  p r o g r a m ,  m a n y  t r a d i t i o n a l  m e m b e r s  u s e  P E H P ' s  p r e f e r r e d  
p r o v i d e r  n e t w o r k .  T h e s e  c l a i m s  a r a  r e i m b u r s e d  a t  t h e  p r e f e r r e d  r a t e  
r a t h e r  t h a n  t h e  t r a d i t i o n a l  r a t e  w h i c h  l o w e r s  t h e  c l a i m s  c o s t s  t o  
P E H P .

S e v e r a l  i n s u r a n c e  c o m p a n i e s  u s e  w h a t  i s  c a l l e d  t h e  M e d - I n d e x  
i n  e s t a b l i s h i n g  c u s t o m a r y  a n d  r e a s o n a b l e  r a t e s .  T h e  M e d - I n d e x  f o r  
U t a h  i s  a  b a s e d  o n  b i l l i n g s  s u b m i t t e d  f o r  e a c h  m e d i c a l  p r o c e d u r e  a n d  
i s  i s s u e d  t w i c e  y e a r l y .  W e  s a m p l e d  P E H P ' s  v a r i o u s  r e i m b u r s e m e n t  
c o d e s  t o  d e t e r m i n e  t e n  f r e q u e n t l y  r e i m b u r s e d  p r o c e d u r e s  i n c u r r i n g  
l a r g e  d o l l a r  c l a i m s  a t  P E H P .  T a b l e  I I  s h o w s  P E H P ' s  f e e s  f o r  t h e s e  
t e n  p r o c e d u r e s  c o m p a r e d  t o  t h«*  M e d - I n d e x ' s  f a l l  o f  1 9 8 C ,  5 0 t h  a n d  
8 0 t h  p e r c e n t i l e s  f o r  h e a l t h  c a r e  c o s t s  i n  U t a h .

T A B L E  I I

C o m p a r i s o n  o f  C u s t o m a r y  a n d  R e a s o n a b l e  R e i m b u r s e m e n t s  
F o r  T e n  C o m m o n  P r o c e d u r e s  F o r  H e a l t h  C a r e

P r o c e d u r e P E H P
T r a d i t i o n a l

P E H P
P r e f e r r e d

M e d .  I n d e x  
5 0  P e r c e n t i l e

M e d .  I n d e x  
8 0  P e r c e n t i l e

P r o c e d u r e A $ 1 , 0 0 8 I  9 5 0 $ 1 , 1 6 0 $ 1 , 1 8 1
P r o c e d u r e B 1 , 2 0 4 1 , 1 5 0 1 , 4 0 0 1 , 6 0 0
P r o c e d u r e C 9 3 8 9 0 5 x ,  0 9 8 1 , 2 7 1
P r o c e d u r e O 1 , 0 6 4 1 . 0 0 8 1 , 2 7 7 1 , 4 2 7
P r o c e d u r e E 1 , 1 9 0 1 , 0 6 5 1 , 2 6 0 1 , 3 8 5
P r o c e d u r e F 7 0 0 6 2 7 6 6 4 7 1 7
P r o c e d u r e G 2 8 0 2 5 9 2 7 5 3 2 2
P r o c e d u r e H 2 8 2 2 2 5 3 0
P r o c e d u r e I 9 8 1 0 1 2
P r o c e d u r e J 4 7 4 2 5 2 5 8

T o t a l s 6 , 4 6 8 6 , 0 3 6 7 , 2 2 1 8 , 0 0 3

T h e  P E H P  t r a d i t i o n a l  a n d  p r e f e r r e d  r a t e s  d o  c o m p a r e  f a v o r a b l y  
w i t h  t h e  5 0 t h  p e r c e n t i l e  o f  t h e  M e d - I n d e x  f o r  U t a h ' s  m a r k e t .  T h e  
t o t a l  c o s t  o f  . t h e  t e n  p r o c e d u r e s  f o r  P E H P  t r a d i t i o n a l  p r o g r a m  w a s  
$ 6 , 4 6 8  o r  a p p r o x i m a t e l y  1 2  p e r c e n t  l o w e r  t h a n  t h e  $ 7 , 2 2 1  f o r  t h e  5 0  
p e r c e n t i l e  o f  t h e  M e d - I n d e x .  P E H P  p r e f e r r e d  p r o g r a m  t o t a l  c o s t  w a s  
$ 6 , 0 3 6  o r  a p p r o x i m a t e l y  2 0  p e r c e n t  l o w e r  t h a n  t h e  5 0 t h  p e r c e n t i l e .  
P E H P  t r i e s  t o  m a i n t a i n  i t s  r a t e s  s l i g h t l y  b e l o w  t h e  5 0 t h  
p e r c e n t i l e .  T h e  i n d e x  s e r v e s  a s  a  i n d i c a t o r  o f  w h a t  r a n g e  h e a l t h  
c a r e  p r o v i d e r s  b i l l  f o r  e a c h  p r o c e d u r e .  T w o  o f  t h e  f i v e  c o m p a n i e s  
w e  s u r v e y e d  u s e  t h e  M e d - I n d e x  t o  s e t  t h e i r  m a x i m u m  r e i m b u r s e m e n t  
r a t e s .
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P r e m i a *  I n c r e a s e s

O u r  r e v i e w  s h o w e d  t h a t  P E H P ’ s  r a t e  i n c r e a s e s  a r e  w i t h i n  t h e  
r a n g e  e x p e r i e n c e d  i n  t h e  h e a l t h  i n s u r a n c e  i n d u s t r y .  O u r  r e v i e w  
c o n s i s t e d  o f  t w o  t e s t s  o n  p r e m i u m  i n c r e a s e s .  F i r s t ,  w e  c o m p a r e d  
P E H P ' s  i n c r e a s e s  / e r  t h e  p a s t  f i v e  y e a r s  a n d  r e q u e s t e d  i n c r e a s e  f o r  
f i s c a l  1 9 9 0  w i t h  s o m e  w e s t e r n  s t a t e s  p l a n s  f o r  s t a t e  e m p l o y e e s .  
S e c o n d ,  w e  c o m p a r e d  P E H P ’ s  i n c r e a s e  w i t h  o t h e r  i n s u r a n c e  c o m p a n i e s  
w i t h i n  t h e  s t a t e .  I n  b o t h  c a s e s ,  i t  a p p e a r s  P E H P ' s  r e q u e s t s  f o r  
r a t e  i n c r e a s e s  a r e  c o n s i s t e n t  w i t h  t h e  i n d u s t r y  t r e n d .  P E H P ' s  
r e q u e s t  m a y  a l s o  b e  i n f l u e n c e d  b y  s o m e  a d d i t i o n a l  f a c t o r s  w h i c h  
s h o u l d  b e  c o n s i d e r e d  b y  t h e  L e g i s l a t u r e .

A l t h o u g h  a  r e v i e w  o f  p r e m i u m  i n c r e a s e s  w a s  c o m p l e t e d ,  t h e  
r e v i e w  i s  o n l y  o n e  h a l f  o f  t h e  p i c t u r e .  C o s t  o f  p r e m i u m s  d e p e n d s  o n  
b e n e f i t s  o f f e r e d  a n d  h o w  b e n e f i t s  c a n  b e  m o d i f i e d .  F o r  e x a m p l e ,  
c h a n g i n g  a  b e n e f i t  p a c k a g e  c a n  r e d u c e  t h e  i n c r e a s e  i n  p r e m i u m  r a t e s  
f r o m  y e a r  t o  y e a r .  I n  t h e  s h o r t  t i m e  w e  w e r e  g i v e n  i t  w a s  n o t  
p o s s i b l e  t o  d e t e r m i n e  h o w  m u c h  b e n e f i t  c h a n g e s  a f f e c t e d  p r e m i u m  
i n c r e a s e s  i n  o t h e r  s t a t e s  o r  i n  U t a h  i n s u r a n c e  c o m p a n i e s .  T a b l e  I I I  
s h o w s  h o w  P E H P ' s  p r e m i u m  i n c r e a s e s  c o m p a r e  t o  o t h e r  w e s t e r n  . t a t e s .

T A B L E  I I I

C o m p a r i s o n  o f  K a t e  I n c r e a s e s  F o r  F a m i l y  
P r e m l o m e  B y  O t h e r  W e s t e r n  S t a t e s

S t a t e  A n n u a l
r o r

P r e m i u m  G r o w t h  R a t e  
L a s t  F i v e  Y e a r s

E s t i m a t e d  
I n c r e a s e  F Y - 9 0

A r i z o n a 1 7 . 2 % N / A
C o l o r a d o 6 . 4 N / A
I d a h o 4 . 0 3 0 %
M o n t a n a 5 . 5 2 6
N e v a d a 4 . 6 1 5
N e w  M e x i c o - P l a n  A 2 3 . 8 3 0
N ew  M e x i c o - P l a n  B 9 . 6 3 0
W y o m i n g 6 . 7 5 2

A v e r a g e 9 . 7 3 1

U t a h 6 . 6 2 1 - 3 1 *

* P E H P  i s  r e q u e s t i n g  a  2 1  p e r c e n t  I n c r e a s e  a n d  a  o n e  t i m e  
a p p r o p r i a t i o n  o f  $ 2 . 4  m i l l i o n  t o  r e b u i l d  i t s  r e s e r v e s .  T o  f u n d  
t h e  $ 2 . 4  m i l l i o n  a p p r o p r i a t i o n  o v e r  t i m e  c o u l d  i n c r e a s e  p r e m i u m s  
f r o m  2  t o  1 0  p e r c e n t .  P E H P  a l s o  w i l l  r e d u c e  b e n e f i t s  b y  1 0  
p e r c e n t .
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T a b l e  I I I  s h o w s  U t a h ' s  p r e m i u m  i n c r e a s e s  h a v e  b e e n  l o w e r  o n
a v e r a g e  t h a n  t h e  w e s t e r n  s t a t e s  w e  s u r v e y e d .  P E H P ' s  r e q u e s t e d  
p r e m i u m  i n c r e a s e ,  w h e n  t h e  b e n e f i t  r e d u c t i o n  i s  e x c l u d e d ,  i s  c l o s e  
t o  3 1 *  o r  t h e  a v e r a g e  p r e m i u m  i n c r e a s e  b e i n g  p r o j e c t e d  b y  o t h e r
w e s t e r n  s t a t e s  i n  T a b l e  I I I .

A d d i t i o n a l l y ,  w e  c o m p a r e d  s e l e c t e d  U t a h  i n s u r a n c e  c o m p a n i e s
a g a i n s t  P E H P ' s  r a t e  e x p e r i e n c e .  T a b l e  I V  s h o w s  p r e m i u m  i n c r e a s e s
w i t h i n  U t a h .

T A B L E  I V

C o m p a r i s o n  o f  H a t e  I n c r e a s e s  b y  
C a r r i e r s  L o c a t e d  i n  U t a h

C o m p a n y A n n u a l  P r e m i u m  G r o w t h  R a t e E s t i m a t e d B e n e f i t s
F o r  T h e  P a s t  F i v e  Y e a r s I n c r e a s e  F Y  9 0 M o d i f i e d

C o m p a n y  A 7 .  5 * N / A Y e s
C o m p a n y  B 2 4 . 7 1 5 - 4 0 * N o
C o m p a n y  C 9 . 7 1 5 NO
C o m p a n y  D 1 0 . 1 2 1 Y e s
C o m p a n y  E 8 . 8 N / A Y e s

A v e r a g e 1 2 . 2 2 1

P E H P 6 . 6 2 1 * Y e s
M e d i c a l  C P I 6 . 7 N / A

*  T h i s  f i g u r e  d o e s  n o t  i n c l u d e  t h e  o n e  t i m e  a p p r o p r i a t i o n  r e q u e s t e d  
a n d  t h e  d e c r e a s e  i n  b e n e f i t s .

S e v e r a l  c o m p a n i e s  h a v e  r e c e n t l y  e x p e r i e n c e d  s i g n i f i c a n t  
i n c r e a s e s  m a k i n g  t h e  a v e r a g e  h i g h e r  w h e n  c o m p a r e d  t o  P E H P .  H o w e v e r ,  
t h e  d a t a  s h o w  P E H P ' s  p r e m i u m  i n c r e a s e  e x p e r i e n c e  i s  s i m i l a r  t o  t h e  
p r e m i u m  i n c r e a s e s  b e i n g  e x p e r i e n c e d  i n  t h e  l o c a l  m a r k e t .  F o r  
e x a m p l e ,  o n e  m a j o r  U t a h  i n s u r a n c e  c o m p a n y  i n f o r m e d  u s  t h a t  t h e
a v e r a g e  p r e m i u m  i n c r e a s e  o v e r  t h e  p a s t  f e w  m o n t h s  f o r  t h e  c o m p a n i e s  
i t  i n s u r e s  h a s  b e e n  i n c r e a s i n g  a p p r o x i m a t e l y  3 0  t o  3 1  p e r c e n t  
w i t h o u t  c h a n g e s  i n  b e n e f i t s .  M o s t  i n s u r e d  g r o u p s  a r e  m o d i f y i n g  t h e  
b e n e f i t  p a c k a g e  t o  k e e p  t h e  3 0  t o  3 1  p e r c e n t  i n c r e a s e  d o w n  i n  t h e  2 0  
t o  2 1  p e r c e n t  r a n g e .

C o m p a n y  B  r e p o r t e d  t h e  h i g h e s t  g r o w t h  e v e n  t h o u g h  i t  r e p o r t s  a 
l o w  r e i m b u r s e m e n t  r a t e  s c h e d u l e  s h o w n  o n  T a b l e  I  a n d  i n  t h e
A p p e n d i x .  T h i s  w o u l d  s u g g e s t  t h a t  o t h e r  f a c t o r s  t h a n  j u s t  a  l o w  
r e i m b u r s e m e n t  r a t e  w i l l  i m p a c t  i n c r e a s e s  i n  p r e m i u m  r a t e s .  I t  
a p p e a r s  t h a t  l o w  r e i m b u r s e m e n t  r a t e s  m a y  r e s u l t  i n  a d d i t i o n a l
u t i l i z a t i o n  i n c r e a s i n g  t h e  ' m o u n t  o f  c l a i m s  p a i d  b y  a n  i n s u r a n c e
c o m p a n y .
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C o m p a n y  B  r e p o r t e d  t h e  h i g h e s t  p r e m i u m  r a t e  I n c r e a s e s  e v e n  
t h o u g h  i t  r e p o r t s  t h e  l o w e s t  r e i m b u r s e m e n t  r a t e  s c h e d u l e  s h o w n  o n  
T a b l e  I  a n d  i n  t h e  A p p e n d i x .  T h i s  w o u l d  s u g g e s t  t h a t  o t h e r  f a c t o r s  
t h a n  j u s t  a  l o w  r e i m b u r s e m e n t  r a t e  w i l l  i m p a c t  i n c r e a s e s  i n  p r e m i u m  
r a t e s .  I t  a p p e a r s  t h a t  l o w  r e i m b u r s e m e n t  r a t e s  m a y  r e s u l t  i n  
a d d i t i o n a l  u t i l i z a t i o n  o r  m o r e  e x p e n s i v e  p r o c e d u r e  c o d e s  b i l l e d ,  
i n c r e a s i n g  t h e  a m o u n t  o f  c l a i m s  p a i d  b y  a n  i n s u r a n c e  c o m p a n y  r a t h e r  
t h a n  l o w e r i n g  c o s t s .  A  c o m p a n y  B o f f i c i a l  s a i d  t h e  c o m p a n y  
e x p e r i e n c e d  h i g h e r  u t i l i z a t i o n  t h a n  e x p e c t e d  r e s u l t i n g  i n  t h e  n e e d  
t o  i n c r e a s e  p r e m i u m s .

S e v e r a l  f a c t o r s  h a v e  c o n t r i b u t e d  t o  t h e  l a r g e  r a t e  i n c r e a s e s .  
U t i l i z a t i o n  o f  h e a l t h  c a r e  s e r v i c e s ,  t e c h n o l o g y  a d v a n c e m e n t s ,  
m e d i c a l  i n f l a t i o n ,  a n d  t h e  g r o w t h  i n  p s y c h i a t r i c  h o s p i t a l s  h a v e  a l l  
b e e n  c i t e d  a s  c a u s e s  f o r  U t a h ' s  i n c r e a s i n g  h e a l t h  c o s t s .  A l s o ,  m o s t  
o f  t h e  l i t e r a t u r e  a n d  p r o f e s s i o n a l s  i n  t h e  f i e l d  s a i d  t h e  g r o w t h  i n  
h e a l t h  c a r e  c o s t s  m a y  c o n t i n u e  f o r  a  f e w  m o r e  y e a r s .

P E H P  h a s  t w o  m a j o r  f a c t o r s  t o  c o n s i d e r  w h e n  c o m p a r i n g  p r e m i u m  
c o s t s .  F i r s t ,  i t  i s  t h e  o n l y  s e l f - a d m i n i s t e r e d  a n d  s e l f - i n s u r e d  
p r o g r a m  a m o n g  t h e  w e s t e r n  s t a t e s .  S o m e  o f  t h e  o t h e r  w e s t e r n  s t a t e s  
a r e  s e l f - i n s u r e d  b u t  a r e  a d m i n i s t e r e d  t h r o u g h  a n  e s t a b l i s h e d  
i n s u r a n c e  c o m p a n y .  S e l f - i n s u r a n c e  s u p p o s e d l y  l o w e r s  p r e m i u m  c o s t : ,  
s i n c e  t h e  g r o u p  a c c e p t s  t h e  r i s k  c f  c o n t r o l l i n g  u t i l i z a t i o n  a n d  
c l a i m  e x p e n s e s .

S e c o n d ,  P E H P  h a s  e x p e r i e n c e d  p a s t  l o s s e s  d u e  m a i n l y  t o  c l a i m  
e x p e n s e s  e x c e e d i n g  p r e m i u m s  c o l l e c t e d .  P E H P ,  a l o n g  w i t h  s e v e r a l  
o t h e r  c o m p a n i e s ,  n e e d s  t o  r e b u i l d  r e s e r v e s  w h i c h  w e r e  l o s t  d u r i n g  
t h e  p a s t  t w o  y e a r s .  T h e  L e g i s l a t u r e s  d e c i s i o n  w i l l  d e t e r m i n e  t h e  
l e n g t h  o f  t i m e  P E H P  i s  g i v e n  t o  r e b u i l d  r e s e r v e s  a n d  w i l l  d i r e c t l y  
i m p a c t  t h e  l e v e l  o f  t h e  p r e m i u m  i n c r e a s e  r e q u i r e d  t h i s  y e a r .

A d m i n i s t r a t i v e  C o a t s

P E H P  a d m i n i s t r a t i v e  c o s t s  a r e  l o w  w h e n  c o m p a r e d  t o  o t h e r  
s e l f - i n s u r e d  p l a n s .  O u r  r e v i e w  o n l y  f o c u s e d  o n  a d m i n i s t r a t i v e  c o s t s  
a s s o c i a t e d  w i t h  o t h e r  s e l f - i n s u r e d  p r o g r a m s .  A l t h o u g h  w e  f o c u s e d  o n  
j u s t  s e l f - i n s u r e d  p r o g r a m s ,  t h e  o t h e r  p r o g r a m s  h a v o  w i d e  v a r i a t i o n s  
i n  t h e  t y p e s  o f  p r o g r a m s  t h e y  a d m i n i s t e r .  T h u s ,  i t  i s  d i f f i c u l t  t o  
d i r e c t l y  c o m p a r e  a d m i n i s t r a t i v e  c o s t s .  A  m o r e  d e t a i l e d  a n a l y s i s  o f  
c o s t s  i s  n e e d e d  t o  d e t e r m i n e  w h y  P E H P  a d m i n i s t r a t i v e  c o s t s  a r e  l o w  
c o m p a r e d  t o  o t h e r  c o m p a n i e s .  T a b l e  V  c o m p a r e s  t h e  a d m i n i s t r a t i v e  
c o s t s  a s  r e p o r t e d  b y  v a r i o u s  c o m p a n i e s .
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C o m p a r i s o n  o f  A d n i u i s t r a t i r e  C o s t s  B e t w e e n  
S e l f  I n s u r e d  C a r r i e r s  F o r  H e a l t h  C a r e

TABLE V

C a r r i e r A d m i n i s t r a t i v e  C o s t s  a s  a  
P e r c e n t  o f  T o t a l  C o s t s

C o m p a n y  A 6 . 3 *
C o m p a n y  B 7 . 0
C o m p a n y  D 6 . 4 *
C o m p a n y  E 9 . 3
C o m p a n y  F 5 . 1

S i m p l e  A v e r a g e 6 . 8

P E H P 3 . 5

*  T h e s e  c o m p a n i e s  a l s o  a d m i n i s t e r  a  4 0 1 K  p l a n  t o  e m p l o y e e s  a s  w e l l  
a s  o t h e r  p r o g r a m s .

P E H P  a v e r a g e  i s  b e l o w  t h e  r e p o r t e d  a d m i n i s t r a t i v e  c o s t  o f  a l l  
t h e  o t h e r  c o m p a n i e s  w i t h  s e l f - i n s u i a n c e  p r o g r a m s .  A c t u a r i e s  i n  t h e  
f i e l d  o f  h e a l t h  c a r e  i n d i c a t e  a n y  a d m i n i s t r a t i v e  c o s t  b e l o w  s i x
p e r c e n t  i s  c o n s i d e r e d  v e r y  g o o d  i n  t h e  s e l f - i n s u r a n c e  a r e a .  
H o w e v e r ,  w e  d i d  n o t  d e t e r m i n e  i f  a d d i t i o n a l  a d m i n i s t r a t i v e  c o s t s  
w o u l '  r e s u l t  i n  o / e r a l l  s a v i n g s  t o  P E H P  i n  c l a i m s  p a i d .  F o r  
e x a n . . l e ,  a d d i t i o n a l  s t a f f  t o  c o n d u c t  m o r e  p r e - a n d  p o s t - a u d i t s  c o u l d  
p o t e n t i a l l y  r e d u c e  c l a i m s  b u t  w o u l d  i n c r e a s e  a d m i n i s t r a t i v e  c o s t s .  
T h i s  t y p e  o f  s t u d y  w o u l d  t a k e  s e v e r a l  m o n t h s  t o  c o m p l e t e  a c c u r a t e l y
a n d  m i g h t  n o t  b e  c o n c l u s i v e  e v e n  t h e n .

W e  h o p e  t h i s  l e t t e r  p r o v i d e s  y o j  w i t h  t h e  i n f o r m a t i o n  y o u  n e e d  
o n  t h e s e  i s s u e s .  I f  y o u  h a v e  a n y  q u e s t i o n s  o r  n e e d  a d d i t i o n a l
i n f o r m a t i o n ,  p l e a s e  l e t  u s  k n o w .

S i n c e r e l y ,

W a y n c i  L .  W e l s h  
A u d i t o r  G e n e r a l

W L W : C F / s y g



ATTACBtfHYT A

TAJ!LI  V I

C o a a p a r i a o n  o f  C u a t o m a r y  a n d  B e a a o n a b l *  t e l a b u r a a a e n t a  
f o r  T e a  Common P r o c e d u r e *  f o r  H e a l t h  C a r *

P r o c e d u r e PEHP
T r a d i t i o n a l

A v t r a g t  
f A - B )

Company
X

Company
8

Company
c

Company
D

Company
E

P r o c . X 1 1 , 0 0 8 t l . 0 0 1 $ 1 , 1 2 5 1 8 0 0 < 1 , 1 8 1 S 9 5 0 I  9 5 0
P r o c . B 1 , 2 0 4 1 , 3 4 0 1 , 5 0 0 1 , 0 0 0 1 , 6 0 0 1 , 3 0 0 1 , 3 0 0
P r o c . C 9 3 8 1 , 0 7 5 9 3 8 8 9 0 1 , 2 7 1 1 , 0 7 5 1 , 2 0 0
P r o c . D 1 , 0 6 4 1 , 2 1 2 1 . 2 0 7 9 9 0 1 , 4 2 7 1 , 1 8 8 1 , 2 5 0
P r o c . S 1 , 1 9 0 1 , 1 7 0 1 , 1 9 0 1 , 0 2 0 1 , 3 8 5 1 , 0 6 3 1 , 1 9 0
P r o c . f 7 0 0 6 6 8 7 0 0 6 0 0 7 1 7 6 2 5 7 0 0
P r o c . G 2 8 0 2 8 2 2 8 0 2 6 0 3 2 2 2 5 0 2 9 8
P r o c . H 28 24 N/A 20 30 22 23
P r o c \ I 9 9 N/A 7 12 8 8
P r o c . J 4 7 4 6 N/A 4 5 58 N /A 3 5

T a o  l a 7 1 1

C o m p a r i a o a  o f  C u a t o m a r y  a n d B a a a o a a b l * l e i m b u r a * M a t a
f o r T a a  Coaaao a  P r o c * d n r # a  f o r  H e a l t h  C a r *

P r o c e d u r e PKHP
P r e f e r r e d

A v e r a g e
( k - l )

Company
A

Company
B

Company
c

Coa r pany
D

Company
E

P r o c .  A 1  9 5 0 8  9 8 7 8 9 5 6 8 8 0 0 S 1 , 1 8 1 8  9 5 0 S 9 5 0
P r o c .  B 1 , 1 5 0 1 , 2 9 5 1 , 2 7 5 1 , 0 0 0 1 , 6 0 0 1 , 3 0 0 1 , 3 0 0
P r o c .  C 9 0 5 1 , 0 0 9 8 0 0 8 9 0 1 , 2 7 1 1 , 0 7 5 N /A
P r o c .  D 1 , 0 0 8 1 , 1 6 0 1 , 0 3 4 9 9 0 1 , 4 2 7 1 , 1 8 1 N /A
P r o c .  1 1 , 0 8 5 1 , 1 2 2 1 , 0 2 0 1 , 0 2 0 1 , 3 8 5 1 , 0 6 3 N /A
P r o c .  f 5 8 0 6 3 6 6 0 0 6 0 0 7 1 7 6 2 5 N/A
P r o c .  0 2 5 5 2 6 8 2 4 0 2 6 0 3 2 2 2 5 0 N /A
P r o c .  X 2 2 23 19 20 3 0 22 23
P r o c .  I -  8 1 6 7 12 8 8
P r o c .  J 4 2 43 32 4 5 5 8 N/A 3 5



RESPONSE TO AUDfT

R H M S U R S E M E N T  RA TES

A lthough the com parison  sh ow * that b o i l  TradWooai and  P re fe rre d  C a ra  h a v *  negotiated 
g ood  ra im buraam aot rataa ter p h ya fd an * , anatyais show * that th# raknhu raam an t ra t*  ter h e  
P ra te rrad  C ara 's gtohaf la *  in dudaa  m any  dagnoad c  leea  f a t  a ra  n o rm a fy  M ted  a s  separa te  
p rocedu re * to o th e r can te r* .

An important oonafcterabon la the fadH y  c h a rg e  in c on fu nd fon  with au rg ka t procedure*. 
P re fe rre d  C a re  h a i  p o t h d  p h yw d a rm  and setected f a m  baaed  on  quaA y iaeue* and  how well 
they h ave  u tS zad  the ayatem  In the p a s t  A recent anetyaia o f m any p ro cedu re *  a h ow i that M l  
syatem  la working watL F o r exam p le , whan co m paring ou r Pre fe rre d  p rov ider*  with non- 
P re fe rr e d  p rov ider* te r c ae aa raan  sec tion , N  ave rag e  fad tey ch a rg e  ter ou r Pre fe rre d  p rovider* 
w a a U f l& J i a s  O x  T ra d fo n a l C a r*  p rog ram  restrict* f r a  ten g fr o f * tey  tor ln -p *6 *n t 
hoepA a fcsdon  ter m any  high vo fu rne p rocedu re* . F o r exampte , an  ts room p lca te  d hysterectom y 
la Im tted  to th ree d ay*  ter fam atea  teaa than 5 0  y e a r*  of age . It la  n o t u n o o rrm on  ter ou r 
P re fe rre d  physic ian* to Im tt th * Irvpattent stay to two day* . T o ta l c h a rg e *  to. hyatarac iom tea ter 
o u r Pee fe rred  p rov jd a r*  a ra  o v e r H C Q Q JaM  f a n  n on -P re fe rred  p rov ide r* .

P R O S U M  IN C R E A SE S

AAhough th * P u b ic  E m p lo y e **  HaaAh P rog ram  com pa re *  fa v o r te fy  w ifi b o f i  private 
carrte ra  In U tah and  o th a r W aa tem  atetea , h e r *  a ra  o ther fac to rs  f i a t  a ra  im portent to  racogntzs. 
In th * p e a t  f »  P u t i k  Em p toyae* H aahh  P ro g ram  h a s  m ade  lum p tu rn  p a ym a n li to  f i a  S te te
^^0(011 njnc a0ni waisq d® py p u l
prtnnum n c r N M . rw u ro  wcvro snow  loswr p e l p cw m ir i ix r iw s s e

At the p ra aan tt fcm . f r a r a  a re  1 ,1 8 6  ea rly  r a f r a a *  in f r a  T ra d R o n a l C a r*  ayatem .
B e c a u a *  f r a y  a ra  Inducted In th * rfcfc poot w tti a c fv e  am p foyaaa , f> # ra  la a  a f a t d y  fo m  actfva 
em p lo y * * * . Thte group** axpa rtenc#  h a s  c c rtr fc u ted  to f a  akr* o f f a  p ram iixn  In c raaa *  being 
re q u e s te d

A D M M S T R A T 1 V I C O S T S

A^FiOU%p IT® rUDGO O T ^ O y^ P i n®®8n rTD^rWn gornp®P® V®ry W OT lC ry r W  00® r ft®®-
ineu rad  can te r* , and  even  m o re  tevon h fy  wfth h d *m rE y  ra n te r* . f r a  y e a r f r e t  e a r  u e e i  ter f i e  
com pa rison  In d u d a a  m any o n *  frrra  start up o p a v f t n i

T h a a *  ra u J te d  w han SaA l a t e  C o isrty , Sett Lafc* C ty  and  a i  U tah  L o ca l Q ovam m en ta  
T rust g rou p *  )o f c e d fw  sys tem . E xem p t** o f o n *  fcn* e x p e r id l r a *  kndudad  In f a  ooate
pr®®®n*a ®*w 8  »f^® oompuft®r #y^i®^^ o^®o® »jnrpuf® , ft^̂ j p̂cTrraCiv w*o s^^p^®®® so* *rU o®w
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PART ONE 
OVERV IEW  OF POOLING  CONCEPTS

Pooling enables entity(ies) to employ a mechanism that provides benefits (or coverages) 
that may not be available, are too costly, and /o r helps to contain overall costs o f the 
program. Generally, legislation is enacted (see Section C Part 2 for a Review o f SB254) to 
create an entity that provides the coverages needed, and oversees the operations o f those 
coverages effectively and cost efficiently.

Many states have enacted pooling legislation either for their employees/retirees 
uninsurable/uninsureds coverages. States that have enacted legislation include:

Connecticut 
Florida 
Hawau~,
Illinois 
Indiana 
Iowa

A pool provides many benefits not currently available under the arrangement utilized in 
Alaska, whereby each subgroup may have a separate plan(s).

Maine Oregon
Minnesota Tennessee

( Montana* ^CltaJ*^
Nebraska Washington
New Mexico Wisconsin
North Dakota



Some of the advantages of pooling:

• Economy o f scale

Eliminate duplicate o r multiple plan costs

• Provide' fo r pla.t F lexibility/P lan Rates

Each sub-group could have a different plan design and rates

• Premium rates based upon sub-group experience 

Sub-group pays their proportioned share o f expenses

• Data collection

Allows an easy system fo r tracking trends, abnormalities or impacts on health 
care expenditures, instead o f having to get information from many different 
(possibly inaccurate) sources.

• Projection futures costs/trends

The data base that would be available would be invaluable in projecting future 
costs/trends as you could identify changes immediately.

• Predict/act on cost shifting

Effectively you could determine when there was any potential o f actual cost 
shifting.



• Could s till utilize third party vendors fo r service

(  This would retain the integrity and cost economies that are necessary in these
types o f programs.

CONCLUSIONS

By utilizing the pooling concept you would have the best o f aU worlds, including 
centralized information, substantial savings, predict future cost/trends and probably 
improve service to a ll parties involved. Other states have investigated and implemented 
pooling for these very reasons. Now is the time for Alaska to be able to benefit from  
pooling also.

---------------------------------------------------
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PART TWO 
REVIEW OF SB254 

"AN ACT RELATING TO GROUP HEALTH INSURANCE'

Following this section is a copy o f the bill (SB254) and two sections.

The bill in its submitted version would create the Alaska State Group Health Insurance 
Authority to provide group health insurance benefits to a ll state employees, including: 
retir'd , municipal, and school district employees on a cost effective basis. The bill would 
give the authority the power to arrange for health coverage on the most economical basis
while "spreading” the risk over a larger base o f enrollment, affording the most favorable
payment schedules to providers and vendors for the state.

CO, '^NTS ON  SB254

/  • The Authority should have the option to be expanded to include Workmens' 
v. Compensation, Health and Social Services, medical coverages and payments,

and uninsurable/uninsured benefits as sub-groups o f the pool (Sec. 21.77.010).

• Revise bill to remove requirement to be licensed as an insurer under AS21, 
remove the Authority from title 21 (see 21.77.030.).

• Revise purchase o f insurance requirement to remove clause "that it has to be
sent to a ll licensed insurers - (at least every 5 years)" rather to use an RFP
notification process where by qualified bidders are maintained on a list or bv 
request (section 21.77.050.).

c i



Required participation may be revised to c larify/simplify the requirements to 
evaluate whether or not a sub-group has an eligible waiver, while not 
undermining the necessity o f as many eligible groups feasible to participate. 
(See 21.77.080.)

Pool should have the ability to-a«ee« members and or issue bonds to fund 
benefits o r establish adequate reserves. (See 21.77.070.)
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PART THREE
FEASIB ILITY OF POOLING HEALTH CARE IN ALASKA

As a long term cost management strategy o f health care costs, pooling provides the best 
vehicle, this has been proven by Hawaii, Utah, New Mexico, California (schools) and 
others.

Pooling has proven effective in areas outside o f just health coverages, one example is the 
Alaska Municipal Leagues - Joint Insurance Association (AML-JIA) that is providing 
property, wo.kers' compensation and liability coverage that previously was unavailable or 
not available at a reasonable cost.

There are a number o f hurdles to be crossed in getting any pool in place and effective 
Alaska w ill be no exception to t.ese.

• Passage o f B ill

The bill must gain support from legislature, administration, judicial, 
municipalities and participants in order to pass. This can only be accomplished 
through in  effective communication campaign.

• Challenges o f Authority

In the past these bills have received some challenges (legal) after being enacted. 
However, the bill in its current form has been proven to be effective in 
answering these challenges.



• Set up and operation o f Authority

( The success o f the Authority w ill be measured by the effectiveness of its
membership and participants. The Authority w ill have to rely on the expertise 
not on ly within, but also outside consultants, actuaries, administrators and 
providers. Only as a complete partnership w ill it be a successful venture.

It is our estimate that following the initial set up costs and associated fixed costs, the state 
could realize the following savings (as a percent o f total health care expenditures outside 
o f the pool):

1 - 3% Simplification of Adm inistration
13 • 40% Provider payment schedules/agreements
5 - 7% Recognize tronds adjust quick ly

1 - 3% General economics o f scale savings (misc.)
(  __________________

2 2 - 33% Total savings estimate: up to 50*100+ m illion  dollars.

This does not include the sentinel effect that would generally slow medical inflation for
the state phn.
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PART FOUR.
SUGGESTED T IM E LINE FOR IMPLEM ENTATION OF POOLING

• Passing of SB254 creating "authority"
"Alaska State Group Health Insurance Authority"

First Month
• Selection of members
• Organization o f A u thority /lst meeting 
Second through Fourth Month
• Evaluation o f services required - (RFP those Services)
• Selection o f certain service providers (actuarial/consulting etc.)
• Review o f current plans and arrangements to be included in pools
• Provider Payment options evaluation 
Fifth through Eighth Month
• Meetings with eligible sub-group participants
• Develop pro form  a benefit and cost analysis (actuarial study)
•  O u t l i n e  to  s u b - g r o u p s  th e  im p a c t  to  t h e i r  g T O u p (s )

• Select provider payment strategy 
Eighth through Tw elfth  Month
• RFP Third party vendors
• Determ ine/Evaluate required participation by sub-group or issue warriors
• Establish final rates/benefit plans for each sub-group
• Finalize providers payment arrangements
• Finalize third party vendors arrangements
• Notify participants



5. Thirteenth through Sixteenth Month (Ongoing)
Begin pool operations, i.e., premium collection, claim payments, etc.

• Evaluate pools operations/effectiveness
• Provide communication to sub-group and participants
• Review/settle disputes (claims)
• Analyze experience/trends
• Compare pool results to others like organizations"
• Measure actual cost savings
• Monitor provider relations/payment schedule
• Advise on state/federal law change impacts



NEW MEXICO'S PUBLIC SCHOOL INSURANCE AUTHORITY

New M e x ic o s c h o o ls  have fo u n d a way t o  re d u c a g ro u p h e a l t h  
in s u r a n c e  prem ium s w h i l e  i n c r e a s i n g  e v e r y o n e 's  b e n e f i t s .

How was t h i s  a c c om p l is h e d ? T h ro u g h passage o f l e g i s l a t i o n  
c r e a t i n g  a s t a t e w id e  In s u r a n c e  A u t h o r i t y  t o  p r o v i d e  in s u r a n c e  f o r  
a l l  s c h o o l d i s t r i c t s .  The r e s u l t i n g  g r c u p  s i t e  and s t a b i l i t y  
c r e a t e d  in s u r a n c e  company i n t e r e s t  w h ic h  had n e v e r e x i s t e d  b e fo r e . 
A ls o , t h e  g r e a t l y  in c r e a s e d  t e c h n i c a l e x p e r t i s e ,  w h ic h  i s  
a f f o r d a b l e  t o  a la r g e  g ro u p , mean t s c h c o l d i s t r i c t s  w e re no lo n g e 
a t  th e  m e rcy o f  in s u r a n c e  com pan ie s .

I n  1984 , a f t e r  s e v e r a l y e a r s  o f  r a p i d l y  e s c a l a t i n g  g ro u p 
in s u r a n c e  p rem ium s , t h e  New M e x ic o e d u c a t i o n  comm un ity made ar. 
a s se s sm en t o f  i t s  s i t u a t i o n  and p o s s i b l e  s o l u t i o n s .  F o r many 
y e a r s , t h e  NEA-New M e x ic o had been s p o n s o r in g  a v o l u n t a r y  c ro u p i n  
w h ic h  a b o u t 70 o f  t h e  s t a t e ' s  Sfl s c h o o l d i s t r i c t s  p a r t i c i p a t e d * .
The l a r g e s t  d i s t r i c t s  g e n e r a l l y  d i d  n o t p a r t i c i p a t e .  T h e * g r c u p  ha 
l i t t l e  s t a b i l i t y  s in c e  many d i s t r i c t s  w o u ld  le a v e  t h e  g ro u p  when 
t h e i r  c la im s  e x p e r ie n c e  was good enough t o  s e c u re  a lo w e r prem ium 
s t a n d i n g  a lo n e  and w o u ld  r e t u r n  t o  t h e  g ro u p when c la im s  e x p e r ie r . c  
was p o o r . B o th th e  NEA g ro u p and th e  d i s t r i c t s ,  w h ic h  o b ta in e d  
t h e i r  in s u r a n c e  c o v e ra g e in d e p e n d e n t l y , f e l t  t h e y  w e re a t  th e  mere 
o f  in s u r a n c e  com pan ie s w i t h  i n s u f f i c i e n t  t e c h n i c a l  e x p e r t i s e  t o  
a d e q u a t e l y  d e a l w i t h  company a c t u a r i e s  and i n s u f f i c i e n t  means t o  
c u r b  r a p i d l y  i n c r e a s i n g  m e d ic a l c o s t s . The s t a t e  S c h o o l Bea rds 
A s s o c i a t i o n  and a g ro u p  o f  s u p e r i n t e n d e n t s  had a l s o  s p e n t much o f 
t h e  p r e v i o u s  y e a r i n v e s t i g a t i n g  s o l u t i o n s .

The s o l u t i o n s  i d e n t i f i e d  w e re a j o i n t  pow e rs a g re em en t among 
th o s e  d i s t r i c t s  w i l l i n g  t o  p a r t i c i p a t e  c r  l e g i s l a t i o n  w h ic h  w ou ld 
c o n t a i n  some manda te s f o r  p a r t i c i p a t i o n .  R e p r e s e n t a t i v e s  o f schoc 
d i s t r i c t s  v o te d  on th e s e  two o p t i o n s  p l u s  a s t a t u s  quo o p t i o n  and 
o v e rw h e lm in g ly  ch c se t h e  l e g i s l a t i v e  r o u t e  because o f t h e  s t r e n g t h  
and s t a b i l i t y  i t  was hoped t h a t  w ou ld p r o v i d e  t o  th e  g ro u p .

3ecause th e  s t a t e  was f a c i n g  a f i n a n c i a l  c r i s i s ,  i t  was n e t 
p o s s i b l e  t o  s e c u re  f u n d in g  t o  s u p p o r t t h e  A u t h o r i t y  d u r i n g  i t s  
f i r s t  y e a r o f  e x i s t e n c e .  F u n d in g f o r  s u b s e q u e n t y e a r s  was h a n d le d 
by u s in g  p a r t  o f  th e  i n t e r e s t  e a rn e d f rom  prem ium s h e ld  b y th e



A u t h o r i t y  p r i o r  t o  t r a n s m i t t a l  t o  in s u r a n c e  c a r r i e r s  u n d e r a 
p a r t i a l  s e l f  f u n d in g  p ro c e d u r e  c a l l e d  m in imum p rem ium .

T h ro u g h t h e  G o v e r n o r 's  o f f i c e ,  t h e  A u t h o r i t y  was a b le  t o  
s e c u re  t h e  s e r v i c e s  o f  a lo a n e d  e x e c u t i v e , who was t h e  emp loyee 
b e n e f i t s  manager f o r  a l a r g e  g o v e rnm e n t c o n t r a c t o r .  T h is * 
i n d i v i d u a l  lo b b ie d  t h e  b i l l  t h r o u g h  t h e  l e g i s l a t u r e ,  w r o te  
in s u r a n c e  s p e c i f i c a t i o n s  n e g o t i a t e d  w i t h  in s u r a n c e  com pan ie s and 
p e r fo rm e d  g e n e r a l s t a f f  r e s p o n s i b i l i t i e s  f o r  t h e  A u t h o r i t y .  Each 
e d u c a t i o n  o r g a n i z a t i o n  r e p r e s e n te d  on t h e  A u t h o r i t y  f i n a n c e d  th e  
a t te n d a n c e  o f i t s  r e p r e s e n t a t i v e s  t o  A u t h o r i t y  m e e t in g s  d u r i n g  th e  
f i r s t  y e a r . O f f i c e  expenses w e re p r o v i d e d  by t h e  O f f i c e  o f 
E d u c a t io n  t o  w h ic h  t h e  A u t h o r i t y  was a t t a c h e d  d u r i n g  i t s  f i r s t  
y e a r .

T h e re we re seven members on t h e  o r i g i n a l  A u t h o ^ - ' t y  b o a rd -  -  
t h r e e  r e p r e s e n t a t i v e s  f rom  la b o r ,  t h r e e  f rom  manac-ement and th e  
d i r e c t o r  o f  t h e  S t a t e  O f f i c e  o f  E d u c a t io n . The l a b o r  and 
management b o a rd  members r e p r e s e n t e d  o r g a n i z a t i o n s  and were chcsen 
by th o s e  o r g a n i z a t i o n s  t o  s e r v e  on th e  b e a rd . Because th e  
A u t h o r i t y  d e c id e d  t o  c o v e r r e t i r e e s  and o t h e r  e d u c a t i o n a l 
i n s t i t u t i o n s ,  t h e  b o a rd  was expanded i n  th e  second y e a r  t o  in c l u d e  
a r e p r e s e n t a t i v e  f r o m  t h e  New M e x ic o E d u c a t i o n a l R e t i r e e s  
A s s o c i a t i o n  and a r e p r e s e n t a t i v e  n om in a te d b y p a r t i c i p a t i n g  h ig h e r 
e d u c a t i o n  i n s t i t u t i o n s .  ' .

The t h r e e  c o v e ra g e s t a c k l e d  b y th e  A u t h o r i t y  i n  t h e  f i r s t  v a a r 
w e re h e a l t h ,  i n c l u d i n g  a $1 0 ,0 0 0 l i f e  c o v e ra g e f o r  em p lo yee o n l v ;  
d e n t a l and v i s i o n .  D r a f t  s p e c i f i c a t i o n s  we re p r e p a r e d  f o r  ea ch "a nd 
we re c i r c u l a t e d  t o  a l l  s c h o o l d i s t r i c t s  and em p lo yee o r g a n i z a t i o n s .  
W r i t t e n  comments w e re r e q u e s te d  and h e a r in g s  w e re c o n d u c te d  p r i o r  
t o  d e v e lo pm e n t o f  f i n a l  s p e c i f i c a t i o n s .  These s p e c i f i c a t i o n s  were 
s e n t t o  p o t e n t i a l  b i d d e r s  i n  t h e  fo rm  o f  r e q u e s t s  f o r  p r o p o s a l s  in  
o r d e r  t o  a l l o w  maximum f l e x i b i l i t y  when n e g o t i a t i n g  w i t h  b i d  
f i n a l i s t s .

Seven m a jo r in s u r a n c e  com pan ie s s u b m i t t e d  b i d s  f o r  th e  h e a l t h  
in s u r a n c e . T h is  compared t o  o n l y  one b id d e r  t h a t  had been 
i n t e r e s t e d  i n  th e  NEA-New M e x ic o s p o n so re d p ro g ram  t h e  l a s t  t im e  i t  
was b i d .  These com pan ie s s t a t e d  t h a t  t h e  re a s o n  f o r  t h e i r  
in c r e a s e d  i n t e r e s t  was th e  s t a a i l i c y  o f th e  g ro u p w n ic h  was a s s u re d 
by th e  l e g i s l a t i o n .

A w a iv e r s y s tem  was p r o v i d e d  i n  th e  l e g i s l a t i o n  i n  o r d e r t o  
a l l o w  d i s t r i c t s  w h ic h  c o u ld  s e c u re  e q u a l b e n e f i t s  a t  l e s s  c o s t t o  
o p t o u t o f  t h e  g r o u p . T h is  has been a c o n t r o v e r s i a l  f e a t u r e  and i s  
in c l u d e d  p r i m a r i l y  t o  make th e  c o n c e p t s a l a b l e  t o  t h e  l e g i s l a t u r e  
and r e l u c t a n t  s c h o o l d i s t r i c t s .  D i s t r i c t s  m u s t r e c e i v e  th e  
A u t h o r i t y ' s  p e rm is s io n  t o  o p t o u t .  They c a n n o t r e - e n t e r  t h e  D le n 
f o r  t h r e e  y e a r s  and i f  a d i s t r i c t  o p t s  c u t  f o r  one c o v e ra g e , i t  
mus t p e t i t i o n  f o r  any o t h e r  c o v e ra g e s ana i t s  r e t i r e e s  a re  n o t 
e l i g i b l e  f o r  c o v e ra g e .
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The b e n e f i t  p la n s  w h ic h  w e re b i d  a re  b e t t e r  t h a n  any s c h o o l 
d i s t r i c t  p r e v i o u s l y  h a d . D e s p i t e  t h i s ,  t h e  r a t e s  f r o m  th e  
s u c c e s s f u l b i d d e r  we re s u f f i c i e n t l y  lo w e r t h a t  n e a r l y  e v e r y  s ch o o l 
d i s t r i c t  was a b le  t o  add v i s i o n  and d e n t a l c o v e ra g e  f o r  no more 
c o s t th a n  i t  had b u d g e te d  f o r  h e a l t h  in s u r a n c e  a lo n e .

Once th e  emp loyee g ro u p p la n s  we re i n  p la c e , t h e  A u t h o r i t y  was 
e n t e r i n g  i t s  se cond y e a r and p r e p a r i n g  i t s e l f  t o  e n t e r  t h e  w o r ld  o f 
r i s k - r e l a t e d  in s u r a n c e . The f i r s t  t a s k  was t o  b ro a d e n th e  s t a t u t e  
w h ic h  c r e a t e d  t h e  A u t h o r i t y  so t h a t  p r o p e r t y ,  c a s u a l t y ,  l i a b i l i t y ,  
and o t h e r  c o v e ra g e s c o u ld  be b i d .  Many o t h e r  changes t o  th e  law 
w e re a l s o  made t o  r e f l e c t  t h e  e x p e r ie n c e  th e  A u t h o r i t y  had unde rgc r . 
d u r i n g  i t s  f i r s t  y e a r o f  e x i s t e n c e . The w a iv e r p r o c e d u r e  was 
m o d i f i e d  and t h e  A lb u q u e rq u e  P u b l i c  S c h o o ls  rem oved f rom  co ve ra g e 
by t h e  s t a t u t e .

I n  i t s  se cond y e a r , t h e  A u t h o r i t y  s e c u re d an amendment t o  th e  
o r i g i n a l  law  w h ic h  rem oved th e  a d m i n i s t r a t i v e  a t t a c h m e n t t o  th e  
O f f i c e  o f  E d u c a t io n  and made t h e  A u t h o r i t y  an in d e p e n d e n t p u b l i c  
b o d y . E x c e p t f o r  b e in g  r e p r e s e n te d  by th e  A t t o r n e y  G e n e r a l ' s  
O f f i c e  f o r  p u rp o s e s o f l i t i g a t i o n ,  t h e  A u t h o r i t y  p u r c h a s e s  a l l  i t s  
s e r v i c e s  f rom  th e  p r i v a t e  s e c t o r  i n  a c c o rd a n c e w i t h  t h e  S t a t e  
P u r c h a s in g  A c t .  T h is  ha s been a c c om p l is h e d  t h r o u g h  i s s u i n g  
R eq u e s ts f o r  P ro p o s a ls  w h ic h  a l l o w  f o r  n e g o t i a t i o n s  w i t h  th o s e  
s u b m i t t i n g  t h e  b e s t p r o p o s a l s . A t t h i s  t im e , t h e  A u t h o r i t y  has 
s e r v i c e  c o n t r a c t s  w i t h  tw o t h i r d - p a r t y  a d m i n i s t r a t o r s ,  one f o r  
g ro u p  in s u r a n c e  and one f o r  r i s k - r e l a t e d  in s u r a n c e ; a le a s e  
c o u n s e l ; a s e c r e t a r i a l  s e r v i c e  and a ban k .

The A u t h o r i t y  has been i n  c o u r t  t w i c e .  The A lb u q u e rq u e  P u b l i c
S c h o o ls  a p p e a le d  i t s  d e n i a l o f  a h e a l t h  in s u r a n c e  w a i v e r  t o  th e  
C o u r t o f  A p p e a ls w h ic h  h e ld  t h a t  t h e  la w , w h ic h  r e q u i r e d  s c h o o l 
d i s t r i c t s  t o  c e r t i f y  t h a t  t h e y  c o u ld  o b t a i n  e q u a l c o v e ra g e a t  lo w e r
c o s t ,  d i d  n o t a l l o w  th e  A u t h o r i t y  t o  q u e s t i o n  " th e  a c c u ra c y  o f  th e
c l a im .  The la w  was amended i n  t h e  n e x t l e g i s l a t i v e  s e s s io n  t o  
r e q u i r e  p r o o f  o f  t h e  c e r t i f i c a t i o n  and t o  remove A lb u q u e rq u e  from 
c o v e ra g e  by t h e  A c t .  A g ro u p o f  in d e p e n d e n t in s u r a n c e  a g e n ts 
c u r r e n t l y  has t h e  A u t h o r i t y  i n  c o u r t  q u e s t i o n i n g  t h e  v a l i d i t y  o f 
t h e  la w  w h ic h  c r e a t e d  t h e  A u t h o r i t y .

The s t r e n g t h  o f  t h e  A u t h o r i t y  comes f rom  t h e  u n i t y  o f  th e  
e d u c a t i o n  comm un ity b e h in d  t h e  c o n c e p t and th e  e x t r em e n e c e s s i t y  
f o r  some s o r t  o f  s o l u t i o n  t o  c o n t r o l l i n g  in s u r a n c e  c o s t s  and 
s e c u r i n g  in s u r a n c e  c o v e ra g e i n  some o f  t h e  r i s k  a r e a s . Se ldom has 
t h e  e d u c a t i o n  comm un ity e v e r been as u n i t e d  as i t  has been a round 
t h i s  i s s u e .

COST CONTROLS

One o f  t h e  me thods used t o  c o n - r o l c o s t s  was t h e  em p loym en t c f  
some c o s t c o n ta in m e n t f e a t u r e s  d e s ig n e d  t o  l i m i t  o r  e l im i n a t e  h o s p i



s t a y s .  These i n c l u d e  s e c o n d - o p in io n s  f o r  e l e c t i v e  s u r g e r y , 100% 
paym en t f o r  o u t - p a t i e n t  s u r g e r y  and p r e - a d m is s i o n  and c o n c u r r e n t 
r e v ie w  o f  t h e  le n g t h  o f  h o s p i t a l  c o n f in e m e n t .

These f e a t u r e s  ha ve n o t had th e  e f f e c t  o f  l i m i t i n g  b e n e f i t s .  
They , in s t e a d , ha ve h e lp e d  make s c h o o l em p lo yee s b e t t e r  h e a l t h  c a re 
consum e rs t h r o u g h  a p la n  w h ic h  i s  t h e  s t a t e - o f - t h e - a r t  i n  h e a l t h  
in s u r a n c e  a t t h i s  t im e . One r e  ison f o r  t h e  s e l e c t i o n  o f  th e  
P r u d e n t i a l I n s u r a n c e  Company t o  h a n d le  t h e  A u t h o r i t y ' s  p la n  was 
t h a t  P r u d e n t i a l was a p io n e e r i n  t h e  f i e l d  o f  c o s t c o n ta in m e n t .

P r e v io u s  a t t e m p t s  a t  c o n t r o l l i n g  c o s t s  i n  o t h e r  p la n s  had 
in v o l v e d  c o s t s h i f t i n g  f e a t u r e s  such as h i g h e r  d c - d u c t i b l e s , h i g h e r  
s to p  lo s s e s  and lo w e r s u r g i c a l  s c h e d u le s . These p la n s  m e re ly  
s h i f t e d  c o s t s  f r o m  t h e  in s u r a n c e  company t o  s c h o o l em p lo ye e s .

The A u t h o r i t y ' s  in s u r a n c e  p la n s  ha ve a l s o  in v o l v e d  a l t e r n a t i v e  
f u n d in g  a p p ro a c h e s d e s ig n e d  t o  m a x im iz e ca sh f l o w  and re d u c e n e t 
c o s t .  These have in c l u d e d  a m in imum p rem ium f e a t u r e  i n  w h ic h  t h e  
A u t h o r i t y  r e t a i n s  t h e  p rem ium c o l l e c t e d  and a l l o c a t e s  i t  t o  th e  
in s u r a n c e  company on a w e e k ly  b a s i s  as i t  i s  needed t o  pa y c la im s . 
P a r t i a l  s e l f  in s u r a n c e  i s  b e in g  used i n  t h e  r i s k  r e l a t e d  a re a t o  
re d u c e  n e t c o s t .  C om p le te s e l f  in s u r a n c e  i s  t h e  u l t i m a t e  g o a l when 
a s u f f i c i e n t l y  l a r g e  ca sh r e s e r v e  i s  a c c um u la te d . A m e thod o f 
c r e a t i n g  t h a t  ca sh r e s e r v e  im m e d ia t e l y  t h r o u g h  a b o r r o w in g  p la n  
c a l l e d  c e r t i f i c a t e s  o f  p a r t i c i p a t i o n  i s  b e in g  i n v e s t i g a t e d . "  I f  i t  
can be d em o n s t r a te d  t h a t  t h i s  w i l l  r e s u l t  i n  n e t s a v in g s  t o  s c h o o l 
d i s t r i c t s ,  t h e  p la n  w i l l  be p u r s u e d .

3ENEFITS

The f o l l o w i n g  a r e  some o f  t h e  b e n e f i t s  g a in e d  f r o m  c r e a t i o n  o f 
t h e  A u t h o r i t y :

A . What had been a p ro p o s e d t e n  t o  t h i r t y  p e r c e n t g ro u p
in s u r a n c e  p rem ium in c r e a s e  was n o t im p lem e n te d  on 
Sep tem be r 1, 1985 , c r e a t i n g  a s a v in g s  o f  a p p r o x im a t e l y  
t h r e e  m i l l i o n  s i x  h u n d re d th o u s a n d  t o  n in e  m i l l i o n  
d o l l a r s .

•»
3 . H e a l t h  in s u r a n c e  p rem ium s d e c re a s e d  by f o u r  m i l l i o n  one

h u n d re d th o u s a n d  d o l l a r s ,  y e t  o v e r a l l  b e n e f i t s  were 
im p ro v e d .

C. D e n ta l in s u r a n c e  p rem ium s d e c re a s e d  b y one and one h a l f
m i l l i o n  d o l l a r s ,  y e t  o v e r a l l  b e n e f i t s  w e re im p ro v e d .

D. An a f f o r d a b l e  v i s i o n  c a re  b e n e f i t  p l a n  was im p lem e n te d .

E . S c h o o l d i s t r i c t s ,  w h ic h  had n e v e r been a b le  t o  a f f o r d
d e n t a l and v i s i o n  in s u r a n c e  w e re a b le  t o  im p lem e n t 
p ro g ram s .



F. S choo l d i s t r i c t s  w h ic h w e re i n  d a n g e r o f l o s i n g  t h e i r  
p r o p e r t y ,  c a s u a l t y  o r l i a b i l i t y  in s u r a n c e  w e re a b le  t o  
r e t a i n  t h e i r  c o v e ra g e .

G. Many r e t i r e d  s c h o o l em p lo ye e s , who had l o s t  t h e i r  g ro u p 
in s u r a n c e  a t r e t i r e m e n t ,  w e re a b le  t o  g e t c o v e ra g e a g a in .

H. A g ro u p was c r e a t e d , w h ic h  had th e  s i z e  and s t a b i l i t y  t o  
c r e a t e  in s u r a n c e  company i n t e r e s t  w h ic h  had n e v e r e x i s t e d  
b e f o r e .

I .  R i s k - r e l a t e d  in s u r a n c e  p rem ium s w h ic h  had in c r e a s e d  an 
a ve ra g e o f  53% i n  1985 -36 and w h ic h  had been p r o j e c t e d  t o  
in c r e a s e  by an a ve ra g e 27% f o r  t h e  1986 -37 s c h o o l y e a r 
we re h e l d  t o  no in c r e a s e  and many p ro g ram s w h ic h  s c h o o l 
d i s t r i c t s  we re g o in g  t o  have t o  re d u c e o r e l im i n a t e  in  
1986 -37 c o u ld  be r e i n s t a t e d .
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The L e g i s l a t u r e ,  w h ic h  had been m os t c o o p e r a t i v e  w h i l e  p a s s in g  
t h e  l e g i s l a t i o n  c r e a t i n g  t h e  A u t h o r i t y ,  rem a in e d v e r y  c o o p e r a t i v e  
d u r i n g  t h e  second y e a r . T h is  i s  a t t r i b u t e d  t o  t h e  show o f  s t r e n g t h  
. by a u n i t e d  e d u c a t i o n  comm un ity and t h e  e x t r a o r d i n a r y  s u c ce s s 
e x p e r ie n c e d  by t h e  A u t h o r i t y  d u r i n g  i t s  f i r s t  y e a r o f  o p e r a t i o n .

The c o n t r i b u t i o n  o f  t h e  lo a n e d e x e c u t i v e  m u s t be re c o g n iz e d  as 
t h e  m os t im p o r t a n t f a c t o r  i n  t h e  su c c e s s o f  t h e  A u t h o r i t y . ~  
U n d o u b te d ly , t h e  p r o j e c t  w o u ld n e v e r have g o t t e n  o f f  t h e  g ro u n d 
w i t h o u t  h i s  d e t e r m i n a t i o n ,  e x p e r t g u id a n c e , f i rm n e s s  and v i s i o n .

The c o n t r i b u t i o n  o f  t h e  O f f i c e  o f  E d u c a t io n  m us t a l s o  be 
r e c o g n iz e d . The o r i g i n a l  l e g i s l a t i o n  a t t a c h e d  t h e  A u t h o r i t y  t o  t h e  
O f f i c e  o f  E d u c a t io n  f o r  p u rp o s e s o f  a d m i n i s t r a t i v e  s u p p o r t /  A l l  
s e c r e t a r i a l  and b u s in e s s  management s e r v i c e s  w e re p e r fo rm e d  by th e  
O f f i c e  o f  E d u c a t io n . I n  a d d i t i o n ,  t h e  d i r e c t o r  o f  t h e  O f f i c e  o f 
E d u c a t io n  s e rv e d  as P r e s id e n t o f t h e  A u t h o r i t y  s in c e  i t s  i n c e p t i o n .  
H is  b a c k g ro u n d , e x p e r t i s e ,  r e s o u r c e s  and th e  s t a t u s  o f  h i s  o f f i c e  
have h e lp e d  im m ea su ra b ly i n  mak ing t h i s  e f f o r t  a s u c c e s s .

C r e d i t  a l s o  goes t o  t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  f o r  
r e p r e s e n t i n g  th e  A u t h o r i t y  i n  i t s  c o u r t  b a t t l e s ;  t o  t h e  L e g i s l a t i v e  
F in a n c e  C omm it te e and th e  L e g i s l a t i v e  E d u c a t io n  S tu d y Comm it te e 
s t a f f  f o r  k e e p in g  t h e i r  c om m it te e s in fo rm e d  and a s s u r i n g  t h a t  t h e  
c om m it te e s h e a r b o t h  s id e s  o f  is s u e s  i n v o l v i n g  t h e  A u t h o r i t y ;  t o  
t h e  R is k  Management D i v i s i o n  f o r  i t s  m o ra l s u p p o r t ,  i n f o r m a t i o n  and 
e x p e r t i s e ;  t o  G o v e rn o r Anaya f o r  s u p p o r t i n g  th e  A u t h o r i t y  i n  th e  
fa c e  o f  c r i t i c i s m  f rom  d e t r a c t o r s ;  t o  R e p r e s e n t a t i v e  Ben L u ja n  f o r  
c a r r y i n g  o u r l e g i s l a t i o n  i n  1985 and 1986 and t o  th e  S t a t e  
P u r c h a s in g  O f f i c e  f o r  h e l p i n g  us a c h ie v e  t h e  g r e a t e s t  p o s s i b l e  
f l e x i b i l i t y  i n  d e a l i n g  w i t h  in s u r a n c e  com pan ie s w h i l e  c om p ly in g  
w i t h  t h e  P u re ! s i n g  A c t .
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The o r g a n i z a t i o n s  w h ic h  c om p r is e  t h e  A u t h o r i t y  B oa rd m us t a ls o  
be r e c o g n i z e d . These o r g a n i z a t i o n s  fu n d e d  a l l  t h e  expenses o f 
t h e i r  r e p r e s e n t a t i v e s  d u r i n g  t h e  f i r s t  y e a r .  These o r g a n i z a t i o n s  
and t h e  s c h o o l d i s t r i c t s  b y w h ic h  t h e i r  r e p r e s e n t a t i v e s  a re  
em p lo yed ha ve p r o v i d e d  much r e l e a s e  t im e  f o r  A u t h o r i t y  Bea rd 
members t o  a t t e n d  c om m it te e  and Boa rd m e e t in g s .

An added b e n e f i t  w h ic h  has r e s u l t e d  f r o m  a l l  t h i s  c o o p e r a t i v e  
e f f o r t  has been an in c r e a s e d  t r u s t  and r e s p e c t among l a b o r  and 
management o r g a n i z a t i o n s .  H o p e f u l l y ,  t h e s e  h e a l t h y  r e l a t i o n s h i p s  
w i l l  le a d  t o  f u t u r e  c o o p e r a t i v e  e f f o r t s  i n  o t h e r  a r e a s .
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B u s i n e s s
S U N D A Y

[ SECTION B  Jan 22, 1989 (

H e a l t h  i n s u r a n c e  
c o s t s  r i s e  f e v e r i s h l y
Workers at a loss as employers cut back on benefits

Rising Medical Costs
Rita in maiXcal cods vs contumar 
poc# indit in Anchorage

By  HAL BERNTON
Daty News reporter
L e s t e r  S n o w  h a s  

wo rked  as an A la ska  
d isc  J ockey  f o r  19 

years ,  and one bene f i t  he 
a lw a y s  c o u n te d  o n  was 
h e a l t h  I n s u r a n c e .  T h a t  
meant a lo t  to S n ow  be­
cause his  w i fe ,  J enn i fe r ,  
has a ser ious heart condi­
t ion  tha t requ ires  med ica ­
t ion  and c lose mon ito r ing .

T h e n  l a s t  F e b r u a r y ,  
S n ow  got had nows f rom  
h la  e m p l o y e r .  S o u rd o u g h  
B r o a d c a s t e r s  Inc. O w n e r  
P a t t y  I f a r p e l  s a id  she 
cou ldn 't  a f f o r d  the 70 p e r ­
cent price Increase demand ­
ed by  the company 's  In su r ­
e r ,  and  c o u ld n ' t  f i n d  a 
cheaper a lt e rn a t iv e .  G roup  
Insu rance f o r  the s ta tion 's 
15 e m p l o y e e s  w o u l d  be 
d ropped

S n o w  f e l l  b ack  o n  a 
V e t e r a n s  A d m in i s t r a t i o n  
po l icy  to  cove r  his  own 
a i lm en ts  but he a lso  needed 
a f a m i l y  po l icy  f o r  his  w i fe  
and tw o  te en ag e  ch i ld ren 
l i e  found Jenn i fe r ' s  heart 
cond it ion  d ro v e  the cost o f  
tha t  po l icy  out o f  sight. 
"M y  fam i ly  has n o th ing ,"  
S now  sa y i  " I f  we have  a 
rA th \ ( l i s | i | i | r  m i i f l i n t  fi f  III
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D Ik  Jockey  Le s te r  S now  wee le ft a c ram b l ln o  when  Me em p loy e r  was fo r c e d  to  d r o p  hea l th  bene f i ts  f o r  em p lo y e e s .
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100 percent, according to 
b roke rs  Walt Ba ldw in .  H i l l  
P u r r in g lo n  and Dave SI tat 
ton

T ho se  r a t r  I n r r e a e s  
have  pushed the cost o f  
many A la ska  policies fa r 
above the na t iona l average 
F o r  an  A la s k a  R a i l r o a d  
union w o rke r  and fam i ly ,  
f o r  exnmple , the tota l • -e.t 
o l  a n n u a l  In su rance  is 
55,815, m o re  than doub le  
the na t iona l average

In years  past, em p ln v r i s  
t r i e d  t o  dodge m t r  in 
creases by  changing to  an 
o t h e r  i n s u r e r  Bu t th i s  
year ,  l i e  ma rke t 's  t igh t­
ened and f inding another 
in su re r Is much harder I s  
do . says Ba ldw in .

Em p lo y e e  e xam s  o l i c n  
o re  required before new in ­
su re rs  agree l o  w r i te  the 
policies, and I f  I b r y  d.Hi'l 
l i k e  wbat tli.-y f ind , t h m  
they back away o r  re fuse 
to  in su re a l ready exis t ing 
condit ions.

The cost o f  Ind iv idua l 
po lic ies — •  fa l l  h a rk  lo t 
th o s e  w hose  cmp loy i - i ' i  
don't o f f e r  Insuiance -  al 
so I t  soar ing Ulue Cross o f  
Washington and A la ska ,  n 
m a jo r  ( l a t e  Insurer , is sci k 
Ing -sn average 70 p en an l



B h  d is c  J oc k e v  f o r  19 
y e a n ,  and one bene f i t  he 
a lw a y s  c oun ted  o n  was  
h e a l t h  In s u ra n c e .  T h a t  
mean t a lo t  to  S n ow  be­
cause his  wi fe ,  J enn i fe r ,  
has a ser ious heart cond i ­
t ion  that requires m ed ica ­
t ion  and close n u n l t o r l n g

T h e n  l a s t  F e b r u a r y ,  
S n ow  got bad news f r om  
h ts  e m p l o y e r .  S o u rd o u g h

, -oadcasters Inc . O w n e r  
1‘ a t t y  l l a r p e l  s a i d  she 
cou ldn't a f f o r d  the 70 |>er 
cent price Increase d em and ­
ed by  the company 's  In su r ­
e r ,  an d  c ou ld n ' t  f i n d  a 
cheaper a l t e rn a t iv e  G roup  
Insurance f o r  the sta t ion 's  
IS  e m p l o y e e s  w o u l d  be 
d ropped .

S n o w  f e l l  hack  o n  a 
V e t e r a n s  A d m in i s t r a t i o n  
po l icy  to  cove r h is  own 
a i lm en ts  but he a lso  needed 
a fam i ly  po l icy  f o r  h is  w i fe  
and tw o  teen age ch i ld ren . 
He found Jenn i fe r 's  heart 
c ond it ion  d rove  the cost o f  
tha t p o l icy  out o t sight. 
“ My f am i ly  has n o th in g ,"  
S n ow  says " I f  we have  a 
ca tast roph ic  accident o r  i l l ­
ness, 1 w i l l  be up aga ins t a 
w a l l . "

S n ow  is exper ienc ing the 
ha rsh  edge o f  a new A la sk a  
business trend — the s la sh ­
ing o f  emp loyee  heaith-carc 
benefi ts .

Th roughou t the s la t e  — 
and p a r t ic u la r l y  in A nch o r ­
age — emp loye rs  a l r e ad y  
ree l ing  f r om  severa l y ea rs  
o f  re c e s s io n  a r e  b e in g  
she l l- shocked by huge an ­
nua l Increases In the cost o f  
hea lth -care benefi ts

T h e y ' r e  r e sp ond in g  by  
cutt ing back on  these bene­
f i ts  and fo rc ing emp loyees  
to  sha re  mo re  o f  the costs, 
and In some cases d ropp ing  
such coverage a ltogether .  
And th e y ’ re  Joining a de­
bate a l r e a d y  In p rogress  
among Insure rs ,  those who  
o f f e r  med ica l services and 
state o f f ic ia ls  about why  
r i t e s  a re  sky rocke t ing  and  
lus t what can be done to 
c on t ro l  them

O f ten  hit  hardest b y  In 
creases a re  sma l l  e m p lo y ­
ers a l r e a d y  ope ra t ing on 
thin p r o f i t  marg ins

A D - W »  Idasgsii

Disc (o c k a y  Le s te r  Snow  was  le ft sc ram b l ing  when h la  em p loy e r  was  fo rc ed  to d r o p  hea lth bene f i t s  l o r  em p loy e e s .

"V o u  Just don't get good 
rates i f  you  have anyone 
w i th  m ed ica l  p r o b l e m s , "  
aays  H a r p e l .  the  s ta t i on  
manager.  "A nd  you  never 
know  how long you  w i l l  be 
ab le  to keep a po l icy  be fo re  
It's canceled and you 're  out 
o n  the  b ig  w id e  ocean 
look ing  fo r  ano the r  l i f r sav -  
e r . "

A s la te  su rvey  est imated 
that tO.OOO wo rk ing  Alas 
kans  and the i r  dependents 
lack any  type o f  hea lth 
Insurance — e ithe r  f rom  
p r iv a te  o r  public sources

T he  s t a t e ’s s h r i n k i n g  
hea lth -care coverage rep re ­
sents a sh a rp  reve rsa l  f rom  
the boom  y e a n  o f  the ea r ly  
‘ 80s, when A la ska  em p lo y ­
e rs  — both  public and p r i ­
va te  — deve loped some o f  
th e  n a t i on ' s  best hea l th  
b e n e f i t s  t o  h e lp  rec ru i t  
w o rke r s  f r om  the Lower 
48 M an y  p o l i c i e s  were  
what Insurance agents call 
"cad l l lacs .* ’ fea tu r ing mini 
m a l  o u t o f - t h e  pocket ex 
penses f o r  employees

Bu t m any  o f  the  "cad i l  
la c s "  a re  tu rn ing  in to  hum

b le  F o rd s  and Chevys .  o r  
worse , as em p loy e rs  s t rug ­
g le to  cope w i th  the ris ing 
Insurance costs Tha t  has 
made hea l th  Insurance a 
m a jo r  Issue In s la te ,  mun ic ­
i p a l  a n d  p r i v a t e  s ec t o r  
union nego t ia t ions , and In 
Juneau , where  po l i t ic ian s  
a l ready  h ave  d ra f te d  b i l l s  
t o  create a new s ta le  hea lth  
Insurance co rpo ra t ion .

" I t ' s  a ser ious p rob lem ,  
and one hat w r ' r r  going In  
fa re  fo r the rest o f  o u r

(««» CK*r«* •*■*» 1 \»r>*
l i v e s , "  says B i l l  Qu inn ,  a 
un ion leader who  serves on  
an A la s k a  R a i l ro ad  C o rp  
hea lth Insurance c om m i t ­
tee. "Those  o f  us In the 
baby boom m ay  not be 
faced w ith  what k ind  o f  
hea lth Insurance we want 
when we re t i re ,  but w he th ­
e r  we ' l l  be ab le  to a f f o r d  
It "

The A la ska  hea lth -care  
In f la t ion  p a ra l l e l s  a n a t i o n ­
wide surge In bene fit  costs,  
hut p rem ium  In f la t io n  here

appears  to  be p a r t ic u la r l y  
acute.

T h r e e  n a t i o n w i d e  
su rveys repo rted  by B u s i ­
ness Insurance, The W a l l  
S treet J o u rn a l  and H ea l th  
Week cited average I989 
Increases o f  I I  to  25 percent 
fo r  g roup hea l th  p lans  

In  A la ska ,  a few c om pa ­
nies contacted by  the D a i l y  
News report they 've man 
aged to  ho ld  the l ine  on 
hea l th  costs A la sk a  C o m ­
merc ia l Co . ,  f o r  e xam p le ,  
an A ncho rage -b a sed  m e r ­
chandis ing chain e m p l o y ­
ing 450 peop le , th is  y e a r  
repo rts  no Increase In its 
po licy p rem ium .

"W e  manage the bene f i ts  
ve ry  c a r e fu l l y . "  says S am  
S a l k i n ,  A l a s k a  C o m m e r ­
c ia l's president "We have  
(med ica l ) au tho r isa t ion  p ro  
cedures, second op in ions  "  

Bu t  A la sk a  Com merc ia l  
I t  the exception, not the 
norm .

Three  m a jo r  A la ska  In 
surance b roke rs  indicated 
average I989 in c r ra s r s  o f  30 
to 60 percent a re  the n o rm  

And some increases top

T h o s e  ra te  Inc reases  
have pushed th *  cost o f  
many A la ska  policies fa r 
abov* the na t iona l average 
F o r  an  A l a i k a  I t a l l r o ad  
union w o rk e r  and fam ily ,  
f o r  examp le ,  the tota l cost 
o f  a n n u a l  In su ran ce  Is 
85,845, mo re  than  double  
the na t iona l  average

In yea rs  past, rm p lo y e r s  
t r i e d  t o  dodge r a t e  in 
creases b y  changing to a n ­
o th e r  In s u r e r  B u t  th i s  
year ,  li ie  m a ikc t ' s  t ig h t ­
ened and f ind ing another 
in su re r is much ha rde r  in 
do, says Ba ldw in

F m p lo y e e  e x am s  o f t e n  
a re  requ i red  be fo re  new in 
sure rs agree to w r i t e  the 
policies, and I f  they  don't 
l i k e  what they f ind , t l n n  
they b a rk  away o r  re fuse 
to  Insure a l ready  exis t ing 
condit ions.

The c o n  o f  Ind iv idua l 
policies — a fa l l  back fo r  
tho se  w hose  em p l o y e r s  
don't o f f e r  Insurance — a l ­
so Is soar ing B lue  Cross o f  
Washington and A la i k a ,  a 
m a jo r  state Insurer . Is seek- 
*n* an average 70 percent 
Jump in the cost o f  indiv id  
u a l  insurance policies 

"The  po in t Is not just 
th a t  it 's  e xp en s iv e ,  but 
whether It w i l l  even he 
a v a i l a b l e , "  said P a u l  R o l l ­
e r ,  d irecto r o f  the state 
D i v i s i o n  o f  I n s u r a n r e  
" P eop le  Just cannot a l f o i d  
those ra tes . "

n
The debate ove r  A laska 's  

r is ing hea lth  costs is o ften 
dom inated by  discord 

Doctors say the i r  A laska  
co s t s  a r e  h igh ,  because 
overhead  is much higher, 
and  they po int the f inge r at 
insurance companies 

" I  th in k  a lo t o f  the 
p rob lems, f r om  the p h y s i ­
cian's perspect ive, a rp gen­
e ra te d  by  the in su rance  
compan ies ."  says R i rh a id  
N eubau e r .  an Ancho rage  
in tern is t "T h ey  set up a 
lo t  o f  obstacles fo r p rompt 
payment o f  b i l ls ,  and in.tsl 
rn l re  the amount o f  p ape r­
w o rk

P le a t*  ten  P ag e  B  3  H E A LTH

r -

Harvard MBAs take ethics to heart
By P . iU L  WILKESIn* New York tides
B O S T O N  -  At th e  H a r v a r d  

Bu s in e s s  S c h o o l  e a r l i e r  th is  
yea r ,  a g roup  o f  s tudents galh-a».<4 I .  • I t  a %■ L  \

" I  have  to  agree Th is  It  a business 
decision, p u r r  and s imp le  W e ' r r  pa id  
to  make  the most p ro f i t  poss ib le  
When you  sta rt  gett ing In to  socio logy 
and a l l  tha t ,  you lose sight o f  uJi.it
In h  v m i ' i *  ••»••*».%* "

Office space market 
closes in o n  recovery

- i f YThe  lo t r s t  o f f i c e  spacemul fpf il ihfv iWt.mprtfs »It
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H E A LT H  IN S U R A N C E : Em p loye rs cut benefits in fa ce  o f rising costs T r a d
s u s pC o w n y d  from Pag* B-1 I

"Th ry  ta t up q u a lity  in­
su ran ce  p ro g ram s . rev iew  
types o f  th ing s , and ca ll for 
ju s t if ic a t io n

B r o k t r  P u r n a i l o a  a c - 
c u m  B lu r  C r o t i , t  m a jo r — 
and n on -p ro fit -  A -a aaa  in- 
lu re r , o f p red a to ry  p ric ing  
— cu t t in i r i t r t  srneo m a jo r  
com petition  ih ow t up th tn  
jack ing th em  up one* that 
com petition  I ■ je  In IS8S. 
for t i a m p l t .  B lu e  C r o n  cut 
m any o f  i t i  g roup  rater to 
he lp  fend o f t  an  unsuccessful 
a ttem pt b y  H um ana C are  
P l ' j j  to g r i b  a pice et the 
A l i n a  m a rk e t

Stephen  C la rk  execu tive  
vtc* preaiden t o f  B lu e  C r o n ,  
says the p ro b lem  doesn 't lie  
ta-ltb the  in iu ran ce  c om p a ­
n ies He la y s  A l i n a  do cto rs  
and h o sp ita ls  charge m uch  
more th an  in tbe L ow er 41. 
and th e ir  com pany  ju st p a s ­
ses th rough  th e  ev er-in fla t­
ing costs A la sk a  lab ora to ry  
tests, fo r  ex am p le , averaged  
72 percent h ig h e r  in A la sk a  
tJsrn W ash ing ton , accord ing  
to  B lue  C r e u  data.

' I f  w * a re  to  coo tain  th*  
exctssive  c o s ts  ot bealth  ca r*  
us A la ik a , w e 'v e  got to  w ork  
In unison w ith  th* p h y s i­
c ian !. h o sp ita ls . em ployers 
and in d iv id u a l tu b scn o e rs ."  
C la rk  says.

S la te  o l f ic ta ls  don't keep  
de ta iled  f in an c ia l data on  a ll 
o f  the m ore  th an  10 in surers 
selling h e a lth  insurance in 
A la sk a  B u t  th ey  do m on ito r  
B lu e  Cross, d u e  to  its specia l 
s ta tu s  as a  n on  pro fit m ed i­
c a l serv ice co rp o ra tion  A nd  
In 1917. tb e  last year In 
w hich  f in an c ia l in lo rm a tlo c  
Is a v a ila b le , s ta te  records 
Indicate B lu e  C ress rough ly  
b rok e  even in  A la sk a , p a y ­
ing out i d  m ill io n  in c la im s  
and adm in is tra tiv e  costs and  
tak in g  us th e  sam r am oun t 
in prem ium s.

A etna L if e  h  C asualty , us 
a rep ort to a s ta te  tasx fo rce , 
in d ica ted  th a t  s in ce  1989. th e  
In su ra n ce  p la n  c o v e r in g  
s ta le  em p loy ee s lost m o re  
than  110 m illio n .

S ta te  in su ran ce  d iv is ion  
o ffic ia ls  n t*  ic v r r a l  m a jo r  
national tren d s  forcing up  
th *  cost o f  A la ik a  h e a lth  
m au n n c t  T h ey  include

• Th *  u s*  o f  e v e rm o re - 
costly  te ch n o log y  to  e x am ­
ine. t ra it  an d  prolong th e  
l ife  o f p a tie n ts , in clud ing  
v ic tim s o f  A ID S  and o th e r  
te rm in a lly  i l l  patients

O u r  s o c i e t y  h a s n 't  
rescued th e  p o in t  yet w here  
» i  : i»  we can  t a llo rd  to  
a m o r t  th *  co s t  o f  a h ea rt  
tran sp lan t f o r  a 94X**ar-old 
guy v c  s b een  sm oking six  
packs i t  c ig a re t te s  all h is 
life ."  «ayt W arren  D vo rak , 
benef t i  m an ag e r  for the A n ­
chors i *  S ch o o l C .s tr .c t

• I t n r e a i e d  s a l in e s  t o  
he lp  e o io i t a i t  an d  o ia rr  in ­
st itu tion ! -fesi w ith  an e v er  
m ore  s e v e r*  m o r n s *  o f  
nurses and o th e r  m ed ica l 
personnel

• C os t s h i f t in g  A t tb e  
fe d e r a l  g O " * rn m * c !  c u t s

M o s t  A m e r i c a n s  h a v e  
h e a l t h  i n s u r a n c e
Men - 11 -  n«t« o* go*e*•"ISAACS by •£« Q'OvO W 0#*C*A| O' 65 9941% 4<VJ 0*»r «r«C0»«*M CO"«0*<*0 *0 ol »*0»* 24 r l|f |
A M M IC A M S  C O V IH ID  
BY  H IA L T H  IN gU R A M C C6* IJI fi-jufl v* ee-re-il

\ . o is m <  i t )« ts • •  as t« st u
US*ri Iw h i  Iware

b ack  on M ed ica re  and o tb e r  
m ed ica l p a y m tn lt . h o sp ita ls  
are try ing to  com p en sa tt  by 
ra is in g  r a te s  fo r  p a t ie n t s  
w ith  p r iv a te  in surance .

•  Recent fed e ra l law s re­
qu iring em p loy er! to  e x ten d  
t e c p o r a r y  h e a lth  b en e fits  to  
fo rm er em p loy ees and  fu ll 
benefits to  som e tea son a l 
and tem po ra ry  em p loyees

E eg io r .il trends a lso  fue l 
tb e  in fla tion . a cco rd ing  to  
the state in su ran ce  d iv is ion , 
in du stry  o ff ic ia ls  and a  d ra ft  
rep ort o t  th e  G o v e rn o r 's  In- 
ten m  C om m iss ion  on  H e a lth  
Car* .

• Huge in creases in th e  
c o it  o f  A la sk a  m a lp ra c tic e  
Insurance — b o th  fo r d o c to rs  
and  h o sp ita ls  — have  been  
passed  on to  h e a lth  ca re  c o n ­
sum ers A nd  tb e  th re a t  o f  
dam age  su its has p rom p ted  
m ore  d e fe n s iv e  m e d ic in e  
D octo rs o rd e r  a d d it io n a l, at 
tim es unnecessary , tests and  
exam s to  h e lp  p ro te c t th em  
from  patien ts w ho  m igh t la t ­
e r decide to  sue

• W ith  th e  p a s t  t h r e e  
years , a m a jo r  in crease  In 
the use o f an  ever-expand in g  
a rray  o f  A la sk a  n ea ltb  ca re  
serv ices L a s : y ea r , f o r  ex- 
am rl* . C h a rte r  N o r th  M e d i­
ca l C orp  open ed  an e x p en ­
s iv e  n ew  f a c i l i t y  f o r  
to p a tien t tre a tm en t o f  d is ­
t u r b e d  c h i l d r e n .  T h a t
Srom p ted a m ore  th an  P o u ­

ting o f  a d m is s io n s  f ro m  
state  em p loyees and th e ir  
fam ilies A nd  h o sp ita l c h a r ­
ges to  th* s ta te ’s in su ran c*  
p r o g r a m  s o a r e d  f r o m  
S320.448 m  fisca l y ea r 1987 
to  S I .2 m illion  In fisca l y e a r  
1911

Th*  In creased us* . In du s ­
try  o ff ic ia ls  say . a lso  resu lts  
from  sk itt ish  w ork e rs w ho  
— in a dow n econ om y — fea r 
fo r  jo b  s« cu n ty . and w an t to  
m ake sura  any n es llh  p r o b ­
lems a re  d ea lt w ith  w h ile  
they s t ill h ave  coverage

• The sagging econ om y a l ­
to  has caused  a b ig in crea t*  
m free m edicine by  th e  h o s ­
p ita ls  W ith in  th e  past th ree  
years, P ro v id en t*  H o sp ita l s 
un re im bu rsed  m ed ica l s e r ­
vices jum ped  from  17 m il-

Y o u  ju s t  d o n ' t  g e t  g o o d  r a t e s  i f  y o u  
h a v e  a n y o n e  w ith  m e d ic a l p r o b le m s .  
A n d  y o u  n e v e r  k n o w  h o w  lo n g  y o u  w ill 
b e  a b le  to  k e e p  a  p o l i c y  b e fo r e  it 's  
c a n c e le d .  9 — Patty H*rp«l

CD RATES'FOR THE SERIOUS INVESTOR.
M atu rity Rate
6 0  Days 8 .7 5 %
A  i  r >  • n  A A n /

lion  t o  117 m illion  D u rin g  
th a t sam e t im e  p en od . H u ­
m an a ’s jum p ed  from  J5 m il ­
lion  to  S17 m illion , th e  h o s ­
p ita ls  say.

T b i t  tends to  d riv e  up  the  
co st o f  se rv ices for those  
w ho can  a ffo rd  to  pay . s ta te  
o ff ic ia ls  ssy .

In the L ow e r  48 , the s tru g ­
gle to  ga in  con tro l o ! h e a lth  
ca re  costs  —  and o ften  in ­
tense c om p e tit io n  for p a tien t  
d o lla r s  — has triggered  a 
rev o lu tion  in h ea lth  ca re  de­
liv e ry . In m any m a |o r  u rb an  
areas , em p loy ers can  cnoose  
f rom  a w ide range o f  p r o ­
g r a m s , su ch  as p r e -p a id  
h ea lth -ca re  p lans tn w h ich  
do c to rs  and h o s p it a l ; g u a r ­
antee serv ices f o r  a f ix ed  
fee. O th e r  p rog ram s in vo lv e  
doctors  and hosp ita ls  w ho  
team  up  to  o f fe r  em p loy ers  
d is c o u n t  s e r v ic e s  in  e x ­
change  fo r  U rg e  vo lum es o f  
business.

In th e  h e s ltb -ca re  in du s ­
t r y . s u c h  p r o g ra m s  a re  
know n  as "m anaged  ca re ."  
and m any  v iew  them  as the  
w ave o f  the  fu tu re

" A n  In c r e a s in g ly  h ig h  
percen tage o f  p eop le  w ho  
a r*  In su re d  re c e iv e  som e  
sort o f  m anaged  ca re ."  says 
Doug H astin g s , a W ashing- 
ton . D  C  , a tto rn ey  s p t c i l l l l -  
lng In h o sp ita l and h e a lth  
ca re  Issues. "A n d  m ost e x ­
pe rts p red ic t th a t  grow th  
w ill c on tin u e ."

B u t  In A la sk a , sucn p ro ­
gram s a re  in th e ir  In fancy  
T h a t ’s du e , in pars , to  th e  
state 's Iso la tion  and spa rse  
p op u la tion , w h ich  m ax* it 
d if f ic u lt  to o rg an is t  large- 
v o lu m e  h e a l t h  c a r e  p r o ­
gram s p ro fita b ly

.Another o o s ta d e  to th e ir  
developm et t is th e  state s 
doc to rs , m any o f  w hom  view  
such p rog ram ! w ith  d i i l r j s t  
and o u tr ig h t  h o s t ility  'I 'm  
ex trem e ly  h eppy  th e t those  
th ings have  not com e he re ."

sa id  N e u b a u e r . th e  in te r  
m s t . "  M aybe th* co s t  o f  
In surance w ill go d ow n , taut 
so w ill th *  q u a lity  o f  care  
and I 'm  not sure It's w orth  
It ."

N eu b au e r  la id  th e  m an ­
aged care s y i te m j tend to  
screen o u t those  w ho  e re  
rea lly  s ick , (m e t  th ty  m ay  
n etd  lo ts  o f  expen sive t re a t ­
ment th a t  w ill cu t aw ay  the  
p ro fits  from  a p r e p a id  o r  
d iscoun t plan.

O th e r  A la sk a  d o c to rs  say  
m anaged  cs re  m eans m ore  
in suran ce com pany  b u re au ­
cracy  and in fe r io r  ca re  fo r  
everyone  D oc to rs  w ith h o ld ­
ing trea tm en t fo r  fea r the  
next test — o r  the next 
op era tion  — w ill e rode  the  
p ro fit  from  a p re d e te rm in ed  
fee

In iu ran ce  com pan ies d is ­
agree and  are fru s tra te d  by 
tbe A la sk a  d o c to rs ' re lu c ­
tance to  em brace  the new  
system s. "You 're open ing a 
very  in te resting  and very  
sen s itiv e  area . " says R obert 
S im o n s , a p h y s ic ia n  e m ­
p lo y ed  as A e tn a 's  m ed ica l 
d ire c to r . S im ons sa id  he sent 
le tte rs to  s tate  phys ic ian s  
ask in g  them  to  jo in  in new  
m anaged  care p ro g ram  w ith  
Aetn a , and found "n o  rea l 
In te res t."

B lu e  C ross say s it w ill 
a ttem p t to  ir  -o se  h e a lth ­
care m anag es : .1 on  p h y s i­
cians b y  d r if t in g  new  d is ­
coun t po lic ie s  th a t  on ly  re ­
im b u rs e  p a tie n ts  f o r  th e  
average  cost o f  a p hy s ic ian 's  
serv ice Th e  i i ' r a g e  b rok en  
arm . f o r  exam p le , costs  197 
to  se t tn A la sk a , bu t som e  
docto rs  charge 9154)

U  a  d o c to r 'i  co st is w ay  
o v e r  t h e  a v e ra g e  — and  
there :.re  no spe c ia l c om p li­
ca tion ! to  fu sttfy  th a t , then  
the n ew  po licy  w ou ld  prod  
the p a tien t to  a ch e ap e r  doc­
tor . s a id  C la rk , th e  B lue  
Cross v ice  president

A e tn a  and  B lu e  C ro s s  
have h a d  m ore success d e a l­
ing w ith  h o sp ita ls . >

A etna has conv in ced  H u ­
mana to  o ffe r  a 30 percent 
d iscoun t in serv ices , a cco rd ­
ing to  S im on s , in re tu rn  for 
help ing f ill the  h o sp ita l's  
beds w ith  a steady stream  o f  
its in su red

B lu e  C ross has team ed  up  
w ith P rov id en c*  in a  s im ila r  
p ro g ram  And P ro v id e n c e  
recen tly s trsck  o u t  on  its  
own to  o f f e r  such d iscoun ts  
d irectly  t o  A ly c s k i P ipe lin e  
Serv ice  C o . and severa l o th ­

e r  large em p loy ers
T h e  em p loy ers w ho  p u r ­

cha se  such d iscoun ted  s e r ­
v ices use an econ om ic h am ­
m e r  t o  in s u r e  t h e i r  
em ployees go to  the right 
h o sp ita l Em p loyee s p ay  a 
low  deductib le  if  th ey  attend  
th e  p re fe rre d  h o s p it a l , a 
m ucn h igher d edu -" -* -'- if 
th ey  attend th e  com

Such  p lans w ere  
t radu ced  to  A n ch o rs^  ,c  
m id  '80s. and  as ra tts  ru e . 
th e tr  appea l g row s , b o th  to  
em p loy ers and em p loy ers .

T h e  A la sk a  R a ilro a d , fo r  
e x am p le , a f t e r  m o o tb s  o f  
tou gh  b a rg iin in g  re tched  a 
1987 un ion  agreem en t th a t 
in cluded  e th ree -y ea r freeze 
on  em p loy er paym en ts to­
w ard  hea lth  b en e fits . A t the  
tim e . It lo ok ed  l ik e  a good  
se t t le m en t  b e c a u s e  th o s e  
p a ym en ts  c o v e r e d  a ll th e  
costs o f  a g ilt-edged  m edica l 
p lan  Join tly in su red  th rough  
th e  ra ilro a d  an d  Aetna.

B u t last y e a r . A etna h it 
the  ra ilro a d  w ith  a  40 p e r ­
cent rate in crea se  fo r the  
stan d a rd  p lan . T h en  they o f ­
fered i m ore m od e s t a lte rn a ­
t iv e . a  14 p e rcen t rate in ­
crease  tor th o s e  em ployees  
w ho w ou ld  Join a  "p referred  
h o s p i t a l "  p la n  w ith  H u ­
m ana

U n d e r  tha t p la n , em p loy ­
ees w ho  cnose Prov idence  
w ou ld  have to  pocket 40 
percen t — ra th e r  than the 
stan dard  JO p e rcen t — o f  
in itia l h o sp ita l costs .

O th e r  co s t  m anag em en t  
e f f o r t s  in c lu d e d  in su ra i.e e  
com pany  a p p ro v a l o f  oon - 
emergency su rg e ry  and a f i ­
n an cia l pena lty  f o r  co t o b ­
ta in ing a second op in ion  on  
prospectiv e  su rge ry .

N on -u n io n  r a i l r o a d  em ­
ployees chose t o  sign  up fo r  
th e  p r e fe r r e d  p la n , b u t  
un ion  w o r s e n  o p te d  ig a in s t  
It. Then  th is y e a r , facing 
anotner 32 percen t increase, 
the  u - 'o n s  d e c id ed  to  go 
w ith  tne p re fe rred  op tion

Even  w ith  th e  preferred  
p la n , th e  n ew  in su ran ce  
doesn 't com e ch e ap  A  fam i­
ly  p o l i c y  w i l l  c o s t  e a ch  
un ion  m em ber <2 .049  ou t o f  
pocket.

Q u inn , the u n ion  leader, 
ta id  he's ta lk e d  w ith  the  
rank and file  A b o u t  cu tting  
benefits to  try  t o  bring  m et 
expense dow n fa r th e r  Bu t  
fo r  the m om en t, h is  mem- 
b e n  toy  no "T h e  em ployees  
s t i l l  w an t th e  p la n  iney  
have They eren  t w illin g  to  
dow nscale  It — y e t "

s o u cV
10* aeg*ei 7

CH ICAGO  
c u t o '  in tn 
I n v e s t ig a t e  
traud in Chi 
llon -d o lla r c 
t u r e s  In c  
door-to -d oo r  
mg to  prett 
c o o p e r a t e  
egents

D ep a r tm e  
veteran  Ira 
who is head 
g a tton . am  
pressed rac  
p r o v id e  ev , 
o th e n  who 
trad ing pits 
B oard  o f Tra  
e ig o  Mercan-

Sou rces ir. 
m un ity  said 
rated  that t 
was s t ill t r  
c r it ica l x )p i 
v e s t ig i t i o n  
sweeping ev- 
cane  in dust 
m uch a cnme  
go 's e cosom ; 
rnent is to  
econom y o r 
New  Y ork .

B u t Its tu  
servers said 
m ore  on wha- 
n u t  several 
w hat went or 
thre* y e an  
w ork .

Th e  need
— and tbe g 
verage fo r i 
has been  u 
law yers a n c  
exchange o f! 
log the raves

F c r  exam p  
b ro k en  w ho
— and Ln t 
e lectron ica lly  
five u sd erco ' 
potir.g as tra , 
m arket! bavi 
o f  rela tively  
tions, bu t ir 
carry  relative  
ties

They were 
tbe most p a r  
and early  mi 
•gents ar.d a t 
toroeys ra a i- 
n i - t e n m g  vt: 
last Monday 
o f the pub!! 
Investigation  
ctd rd  w ith  s 
enct fo r  com : 
tom eys on  
Island o f  S i

" If you  an  
b r e a k  o p e  
u n d e r c o v e r  
and go door 
tim e to  d o  it i 
the  good law 
are ou t o f 
form er D epa  
t ire  a ttorn ey  
tenting suspe

N e w  Y e a r's  Q e a ra n c

Christmas sales have dropped o ff, and our ycar-end 
inventories are far too high.' To reduce our stock we'v 
drastically cut prices on all popular computer systems. 

All units must go, hut prices are limited to stock oh hand, 
save now during the largest inventory clearance in our his

T'L  -  * — — TH



ANCH0RAGE7~ACASKA7WEDNESDAy, FEBRUARY 157TSBS------ PRICE 25 CENTS

/ \ o c V .  / \ j g u b

T H E  S T A T E ’ S  M O N T H L Y  P R E M IU M

D«po/*T>oo| of LUxm AnchOfQ* CWy N«»fcP«l»< DcnUp ShoN

S t a t e  h e a lth  
in su r a n c e : 
$ 1 0 4  m illion
Cowper seeks more money 
for state workers’ coverage
B y DAV ID POSTMAN
Daily News reporter

JU N E A U  —  S ta te em p loyees ’ to p -o f-th e -lin e hea lth 
insu rance p o lic y  w i l l cost $104 m il l io n  th is  yea r, $20 
m il l io n  m ore th a n th e sta te has budgeted to pay fo r it.
The p la n costs the sta te an average o f $431 a m on th 

pe r emp loyee, 520 pe rcen t m ore th a n i t d id  a dozen 
years ago. I t  covers 90 pe rcen t o f the costs o f 
e ve ry th in g  fro m  p la s tic  su rg e ry to yea r-long stays in 
m en ta l ho sp ita ls . '

“ We have th e best j jb n  E v e ry th in g  ! s cove red ," 
sa id C huck T a y lo r , depu ty com m iss io ne r o f the De­
p a r tm e n t o f A dm in is tra t io n .

Because the p o lic y costs m o re m oney than the sta te 
has a p p ro p r ia te d fo r i t , Gov. S teve C ow pe r is ask ing 
fo r a specia l a p p ro p r ia t io n  o f abou t $20 m ill io n  to pay 
fo r th is y e a r ’s increases. B u t Cowper, T a y lo r and 
le g is la t iv e  leaders say the he a lth coverage m ay be too 
expens ive fo r these days o f l im ite d  money.
The s ta te is locked in to  the p lan th rough con trac ts 

w i th  its  la b o r un ions . Those con tra c ts ca ll fo r the s ta te 
to  p ro v id e the same le ve l o f coverage even i f  the costs 
gb up o r the re is less money to pay fo r the po lic y .

“ T he re ’s no t any cons id e ra tio n fo r w ha t happens in 
a dow n econom y ," C ow pe r sa id at la s t w ee k ’s budget 
s um m it w ith  le g is la t iv e  leaders. " I  th in k  i t ’s fa i r to 
say th a t th is is ju s t a s itu a tio n  nobody eve r a n tic ip a t­
ed. I f e v e ry th in g  had kep t go ing up i t w ou ld have 
w o rk e d ju s t f in e ."

B u t as costs sky ro cke te d , s ta te incom e dropped and 
th e sta te is now  s tuck w ith  a boom -tim e hea lth p lan .
A l l fu l l - t im e  employees, in c lu d in g  leg is la to rs , are

Please seo Back Page, I N S URANCE
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covered b y the p o lic y a t no 
cost. P a r t- t im e  em p lo yees 
can buy in to  th e p la n at 
abou t h a lf the s ta te 's cost, 
accord ing to T a y lo r .

U nde r the p o lic y , T a y lo r 
said:
• 90 perceL t o f a l l m ed ica l 

costs are pa id . O n ly 8 pe r­
cent o f p u b lic em p loyee in ­
surance po lic ies in the coun ­
t r y  h a v e 90 p e rc e n t 
coverage.

• 100 percent o f the p re m i­
um fo r dependent coverage 
is pa id . A la s ka is one o f 12 
states w ith  th a t p ro v is io n .
« State employees have a 

$100 deduc tib le and pay less 
o u t-o f-p o c k e t m e d ic a l e x ­
penses than a ll b u t 3 pe rcen t 
o f pu b lic employees n a tio n ­
w ide .
A s m e d ic a l co s ts h a ve 

gone up, so have insu rance 
costs. B u t A la s ka 's p u b lic  
employees’ p lan , issued b y 
Ae tna L ife  Insurance Com ­
pany , has also go tten m ore 
expensive because o f its ex ­
trem e ly lib e ra l te rm s and 
because people are go ing to 
the doc to r a lo t m ore o fte n , 
accord ing to T a y lo r .
The b iggest increases have 

been fo r ch iro p ra c tic care 
and p s y c h ia t r ic  and s u b ­
stance abuse tre a tm en t, ac­
co rd in g to a su rve y o f s ta te 
emp loyee Insurance c la im s 
file d  d u r in g the past tw o  
years. Charges fo r ch iro p ra c ­
t ic  care w en t up 27 pe rcen t 
in the past year. B u t th a t is 
no t due so much to  h ig h e r 
costs as i t is to peop le go ing 
to the ch iro p ra c to r m ore o f ­
ten.
S ta te figu re s show em ­

p loyees v is ite d  ch iro p ra c to rs 
25 pe rcen t m ore o fte n in the 
past year.

A Ju n e a u c h i r o p r a c t ic  
c lin ic , D av is V a lle y C h iro ­
p ra c tic . is No. 9 on the lis t o f 
paym en ts made to docto rs 
an d c l in ic s , r e c e iv in g  
$315,620 from  Ae tna .
T rea tm en t fo r m en ta l i l l ­

ness and substance abuse ac­
counts fo r 40 pe rcen t o f a l l 
ho sp ita l stays pa id fo r b y 
the p lan . F o r A e tn a ’s o th e r 
A la s k a  in s u ra n c e  p o lic y  
ho lde rs , m en ta l illn e ss and 
substance abuse accounted 
fo r ju s t 16 percen t o f a ll 
ho sp ita l stays.

A nd the s ta te pays fo r 
peop le to go to w ha te ve r 
h o sp ita l the y w a n t and to 
s tay as long as th e y w an t. 
F ive o f the 14 m ost expen­
s ive h o sp ita l s tays p a id fo r 
fro m  J u ly  1986 to June 1987 
were fo r m en ta l d iso rde rs . 
One 16-year-old boy . the son 
o f a s ta te w o rk e r , spen t 
more than a yea r in  Camel- 
back H o sp ita l in  Phoen ix , 
A r iz ., a t a cost o f $131,000, 
fo r neu ro tic depress ion . A n ­
o th e r 15-year-o ld spen t 350 
days a t the same ho sp ita l fo r 
w ha t insurance reco rds show 
as "ch ild h o o d m en ta l d is o r­
d e rs ."
C h a rte r N o r th  H o sp ita l, 

w h ich specia lizes in m en ta l 
illness and substance abuse 
tre a tm e n t, had the h ighes t 
charges pe r h o sp ita l adm is ­
s ion o f any h o sp ita l used by 
sta te emp loyees la s t year. 
C ha rte r N o r th  charged an 
average o f $15,441 p e r ad­
m iss ion com pared to P ro v i­
dence H o sp ita l a t $6,115 and 
Hum ana H o sp ita l-A la s k a a t 
$5,487.

T a y lo r said some o f the 
h ig h costs o f tre a tm e n t fo r 
m en ta l illness and substance 
abu re are due to h ig h alco­
h o lism  and d ivo rce ra tes In 
A ia s ka and th e fa c t tha t 
m any peop le do no t have 
fa m ily  here and m ore re ad i­
ly  tu rn  to p ro fe ss iona ls fo r 
he lp .

" I t 's  also m y o p in io n th a t 
you are seeing the im pac t o f 
te le v is io n a d ve r t is in g ,”  T a y ­
lo r said. "T u rn  on the tube 
and w ha t dc you see. 'P ro b 
lems w ith  y o u r k id? Send 
th em  he re . C oca ine p ro b ­
lem s, come see u s . ' "
T a y lo r also sa id th e rise

in ch iro p ra c tic costs m ig h t 
also be a tt r ib u te d  to heavy 
te le v is io n a d ve rtis in g .
W ha teve r the reason, sta te 

leaders say som e th ing m ust 
be done to at leas t s low the 
r is in g  costs. B u t since the 
insurance is p a r t o f un ion 
con trac ts , the re is l i t t le  th a t 
can be done.

A n y change w o u ld have to 
be n e g o t ia te d  w i t h  the 
u n io n s o r th e le g is la tu re  
w ou ld have to amend s ta te 
la b o r re la t io n law s to a llo w  
C owper to m ake changes in 
the be ne fit oackage.
C owper. House Speake r 

Sam Cotten and Senate P res­
id e n t T im  K e lly  agree the y 
w i l l “ 'ta k e  a lo o k a t”  the 
bene fit package, b u t because 
o f the con tra c t requ irem en ts 
the y stop sho rt o f say ing 
the y w i l l ta k e ac tio n to cu t 
the p lan .
" I f  som e th ing was to  ap­

p e a r b e fo re us m a g ic a l ly  
maybe we cou ld ta ke a look 
a t i t . "  K e lly  sa id at las t 
w eek 's budge t sum m it.
B u t th is w eek K e lly  sa id 

in  an in te r v ie w  th a t the 
costs were c le a r ly  ou t o f 
con tro l.

He said i t  is u n fa ir to the 
A laskans th a t do no t share 
tn the p lan to keep pa y in g 
ou t more and m ore m oney to 
Insure s ta te employees. " I t  
comes dow n to c re a tin g an 
e lite  class o f peop le who are 
l iv in g  b e tte r than th e people 
the y are w o rk in g  fo r . "

C o tten sa id th a t to b a l­
ance next y e a r ’s budget i t 
m ig h t be r. Kessa ry to cu t 
services, ra ise some taxes 
and repea l an o ll-com pany 
ta x b re a k , and th a t s ta te 
employees shou ld no t be ex ­
em pt from  ta k in g  a h it , too .

B u t even w i th  changes 
th is yea r, th e cost o f the 
p lan w i l l keep go ing up. 
accord ing to T r / lo r . " I f  I cu t 
the p lan and con ta in costs, I 
s t i l l have to dea l w ith  20 
and 30 p e rc e n t In c re a ses 
each y e a r ."
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CS for CSSB  254  (Fin)
Analysis o f  the Fiscal Implications 

Prepared by the Division o f  Retirement and Benefits 
Department o f  Administration

Ana lys is :  This  bill creates the Alaska State Group Health Insurance
Authority in the Department of Administration. This 
independent agency would have speci fic powers as 
outlined, including regulatory power. Using appropriate 
staff and contractual services, it would establish and 
maintain a statewide provider payment system, rate 
schedules and utilization standards by 2/1/92. Various 
public entities would be required to implement these in 
their group insurance plans.

The Authority would offer voluntary participation in a 
comprehensive group health insurance plan to various 
public agencies throughout the State after 2/1/92. This 
coverage would be procured by the Authority or self- 
insured if this was shown to be less expensive.

This bill allows voluntary participation in the Authority ’s 
group plan. It is assumed that the State would take 
advantage o f  this plan if appropriate coverage was 
provided less expensively than through competit ive 
bidding and renewals. It is not expected that this bill 
would increase the cost o f  health insurance for the State 

" and could result in a decrease in cost. Upon participation, 
a public entity would be required to continue 
participation unless granted a waiver by the Authority.

This analysis is for the estimated administrative costs o f  
the proposed Authority. The analysis does not consider 
the actual cost o f  health insurance.

P e r s o n a l  S e r v i c e s

Executive Director (Range 24A , 11 mos . )  $ 6 8 . 6
Administrative Assistant II ( 1 4A ,  10.5 mos . )  3 4 . 9
Clerk Typist III (SB , 10.5 mos) 2 6 . 1

T o t a l  P e r sona l  S e rv i c e s $ 1 2  9 .



\

T r a v e l

Assume 7 Board meetings for FY  91 and 
every 2 months thereafter at an average 
cost o f  $ 4 0 0  per member per trip.
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$400  X  15 X  7 =  $ 4 2 . 0

Administrat ive travel for Director:

Board Meetings $400  X  7 =  2 . 8
Organizational meetings $ 6 0 0  X  12= 7 . 2

T o t a l  T r a v e l  $ 5 2 . 0

C o n t r a c t u a l

Office Space - -500  sq. ft. @ $ 1 . 7 5  X  11 mos. $ 9 . 6
Te lephone—$30 0  X  11 mos. 3 . 3
Courier s e rv i c e s -$ 2 0 0  X  11 mos. 2 . 2
P o s t a g e - $ 5 0 0  X  11 mos. 5 . 5
Advertis ing and Printing 1 0 . 0
Professional Services Contract(s) . 2 8 0 . 0

which could include:
*carr ier surveys and analysis
* provider data col lection 
■* provider meetings

» * rate studies and analyses
* financial consulting
* self vs fully insured analyses
* development o f  plan design

T o t a l  C o n t r a c t u a l  S e rv i c e s  $ 3  1 0 . 6

S ti t? p l i e s :

$ 5 0 0  per employee $ 1 . 5
Software l .S

T o t a l  S u pp l i e s  $ 3 . 3
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E q u i p m e n t :

3 PCs and printer $ 1 5 . 0
Phone system 2 . 6
P h o t o c o p i e r  1 .3
Fax machine 1 .8
Off ice  furniture:

1 management unit 4 . 0
2 support workstations 5 . 0
3 chairs 1.2
3 side chairs .8
2 file cabinets .9
b o o k c a s e .1
storage cabinet .6

Tota l  furniture 1 2 . 6

T o t a l  E q u i p m en t  3 3 . 3
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