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HB 225 -  P a ym en t o f  D i s a b i l i t y  in s u r a n c e

H ouse Bill 225 deals w i t h  the "direct payment" p r o v i s i o n s  of 

T i t l e  21, which g o v e r n s  Alaska insurance contracts. This 

le gislation  m a n d a t e s  that if an insurance company d i s r e g a r d s  

the p a t i e n t ' s  w r itten d i r e c t i o n  r e g a r d i n g  to whom the 

insurance payments s hould be sent, the insurance c o m p a n y  

remains liable to the provider. T h i s  change  will make the 

insura nce company, r ather  than the h e a l t h  care provider, bear 

the r i s k  that a p a yme nt imprope rly sent to the patien t will 

leave a m e dical bill unpaid.

H o u s e  Bill 225 also c l a r i f i e s  the m a n n e r  in w h i c h  "direct 

pa y me nt" requests b y  a p a t i e n t  c a n  be revoked. The rev oca t i o n  

is n o t  e f f e c t i v e  until b o t h  the insur a n c e  c o m p a n y  a n d  the 

h e a l t h c a r e  p r o v i d e r s  are notified. T h e  S e nate Labor and 

C o m m e r c e  C o m m i t t e e  added  language w h i c h  e stablishes the right 

of a d i v o r c e d  p a r e n t  w i t h  custody of c h i l d r e n  c o vered u n d e r  a 

h e a l t h  care p l a n  to i n vo ke t h e  "direct payment" p r o v i s i o n s  of 

law. This c h a n g e  will a s s i s t  the c u s t odial p a r e n t  in gaining  

t i m e l y  h e a l t h  care  for t h e  children, w i t h o u t  r e q u i r i n g  the 

involv e m e n t  of t h e  n o n - c u s t o d i a l  parent.



AMENDMENTS

1. The first amendment  s imply requires t h a t  any r e v o c a t i o n  by 

a p a t i e n t  that payme n t s  be made  d i r e c t l y  to the h e a l t h  car e 

p r o v i d e r  m u s t  be in writing, and include a c e r t i f i c a t i o n  t h a t  

the p r o v ider has been n o t ified of th e change. T h i s  a m e n d m e n t  

will enable insurers t o  a v o i d  errors in payments.

2. The second ame ndment c l a r i f i e s  that t h e  "direct payment"  

p r o v i s i o n s  ma de applicable to m e dical or h o s p i t a l  s e r vice s 

co r p o r a t i o n s  by Section 4 of the A c t  do not e x tend t o  b e n e f i t s  

that the c o r p o r a t i o n  is r e q u ired to p a y  d i r e c t l y  to a 

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

contract. The "direct p ayment" p r o v i s i o n s  do apply, however, 

wh e n  the service c o rpo ration is o b l i g a t e d  o n l y  t o  i n d e m n i f y  

the patient.

These a mendments were m a d e  at the r e q u e s t  of i n s u r a n c e  

interests and h a v e  the approval of the p r i m e  s p o n s o r  a n d  the  

D i v i s i o n  of Insurance.

A D D I T I O N A L  INFORM A T I O N

1. A l a s k a  law has "direct paym ent" p r o v i s i o n s  w h i c h  e n a b l e  an 
insura nce c o mpany  to p a y  m o s t  h e a l t h  care p r o v i d e r s  d i r e c t l y  
if the p a t i e n t  so direct.

2. H B  225 e x p r e s s l y  states t h a t  an insu rance c o m p a n y  w o u l d  
retain t h e  right to collect any a m ounts m i s t a k e n l y  p a i d  to the  
pa t i e n t  from t h a t  person. U n d e r  c u r r e n t  law a h e a l t h  car e  
p r o v i d e r  c o u l d  c o llect  from the p a t i e n t  in the same situation.
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OFFERED IN THE SENATE

TO: SCS CSHB 225 (L a b o r & Commerce)

Page 1, l i n e  20, a f t e r  "u p o n " :

I n s e r t  " w r i t t e n "

Page 2 , l i n e  3 , a f t e r  " s e r v i c e s ; " :

I n s e r t  " t h e  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g iv e n  to  th e  in s u r e r  must 

c e r t i f y  t h a t  th e  covered  person  has g iv e n  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  to 

th e  p r o v id e r  o f  the  s e r v i c e s ; "

Page 2 , l i n e  27 , a f t e r  "u p o n " :

I n s e r t  " w r i t t e n "

Page 3 , l i n e  10, a f t e r  " s e r v i c e s . " :

I n s e r t  "The w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g iv e n  to  th e  in s u r e r  must 

c e r t i f y  t h a t  th e  covered  pe rson  has g iv e n  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  to 

th e  p r o v id e r  o f  the  s e r v i c e s . "

Page 4 , l i n e  6 , a f t e r  "u p o n " :

I n s e r t  " w r i t t e n "

A M E N D M E N T

Page 4 , l i n e  18, a f t e r  " s e r v i c e s . " :

I n s e r t  "The w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g iv e n  to  th e  in s u r e r  must

- 1 -  5 / 2 / 9 0
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certify that the c o vered p e r s o n  has g i v e n  w r i t t e n  n o t i c e  of r e v o c a t i o n  to 

the p r o vider of the s e r v i c e s . "

- 2 - 5 / 2 / 9 0
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A M E N D M E N T

OFFERED IN THE SENATE

TO: SCS CSHB 225 (L a b o r & Commerce)

Page 2 , a f t e r  l in e  24:

I n s e r t  a new s u b s e c t io n  t o  r e a d :

" ( c )  T h is  s e c t i o n  does n o t  a p p ly  to  paym ents made u n d e r a p r o ­

v id e r  c o n t r a c t  th a t  h o ld s  th e  covered  pe rson  h a rm le ss  from  charges f o r 

s e r v i c e s  e xcep t  copayments ,  c o in s u r a n c e ,  and d e d u c t i b l e s . "

i
Page 3 ,  a f t e r  l in e  25:

I n s e r t  a new s u b s e c t io n  to  re a d :

" ( e )  T h is  s e c t i o n  does n o t  a p p ly  to  paym ents made u n d e r a p r o v i d ­

e r  c o n t r a c t  t h a t  h o ld s  th e  covered  p e rs o n  h a rm le ss  fro m  cha rges f o r 

s e r v i c e s  e xcep t  copayments ,  c o in s u r a n c e ,  and d e d u c t i b l e s . "

-1 - 5 / 2 / 9 0
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M E M O R A N D U M

TO:

FROM:

SUBJECT:

Sen. D i c k  Eliason
Chairman, Senate Labor  and Commer ce C o m m i t t e e

Rep. M a x  F. Gruenberg, Jr. A f
A n a l y s i s  of CS HB 225 (HESS) 
and P r o p o s e d  A m e n d m e n t

DATE: M a r c h  26, 1990

C u r r e n t  Law

CS HB 225 (HESS) deals w i t h  the "direct p a y m e n t "  p r o v i s i o n s  of 
Ti t l e  21, w h i c h  g o verns A l a s k a  i n s u rance contracts. I n s u r a n c e  
contracts are i n d e m n i t y  contracts; t h e y  g e n e r a l l y  p r o v i d e  that  
pa y m e n t s  are m a d e  t o  the p e r s o n  w h o  owes t h e  bill, r a t h e r  t h a n  
t o  the person w h o  p r o v i d e d  t h e  services. A l a s k a  law, however, 
h a s  "direct p a y m ent" p r o v i s i o n s  w h i c h  e nable a n  i n s u ranc e  
c o m p a n y  to p a y  m o s t  h e a l t h  care p r o v i d e r s  d i r e c t l y  if the 
p a t i e n t  so requests.

CS HB 225 (HESS)

CS H B  225 (HESS) strengt hens the "direct p a y m e n t "  p r o v i s i o n s  
o f  c u r rent  law. A  p a t i e n t  w h o  h a s  m i s t a k e n l y  r e c e i v e d  
insur a n c e  p a y m e n t s  that  the p a t i e n t  asked b e  p a i d  t o  a h e a l t h  
care p r o v i d e r  m i g h t  not p a y  the m e d i c a l  bill. I n  t h a t  
situation, u n d e r  c u r r e n t  law, the h e a l t h  care p r o v i d e r  w o u l d  
b e a r  the cost r a t h e r  than the insurance company, w h i c h  
mistak enly p a i d  the patient.

CS HB 225 (HESS) m a n d a t e s  that if an insuranc e c o m p a n y  
d i s r e g a r d s  the p a t i e n t ' s  w r i t t e n  directive, it r e m a i n s  l iable



to the provider. This c hange will m a k e  the insurance company, 
r athe r than the h e a l t h  ca re provider, b e a r  the risk t h a t  a 
p a y m e n t  imprope rly sent t o  the p a t i e n t  will leave a m e d i c a l 
bill unpaid.

An insurance c o m p a n y  w o u l d  retain the right to c o l l e c t  any 
a m o u n t s  m i s t a k e n l y  p a i d  t o  a p a t i e n t  from that person. U n d e r  
c u r r e n t  law a h e a l t h  care p r o v i d e r  c ould  collect from the 
p a t i e n t  in the same situation.

In a d d i t i o n  to p l a c i n g  the r i s k  of loss on the p r o p e r  party,
CS H B  225 (HESS) adds a s p e cific t i m e  limit (30 w o r k i n g  days) 
w i t h i n  w h i c h  m e d i c a l  bills m u s t  b e  p a i d  by the insurer. Also, 
the bill adds d e n t i s t s  to the list of h ea lth care p r o v i d e r s  
w h o  m a y  be paid d i r e c t l y  b y  an insurer.

Pr o po sed A m e n d m e n t

I've a l s o  d r a f t e d  a p r o p o s e d  a m e n d m e n t  t o  CS HB 225 (HESS) for 
c o n s i d e r a t i o n  by y o u r  committee.

T h e  a m e n dmen t w o u l d  do two things. First, it d e f i n e s  the 
p r o c e d u r e  to be f o l l o w e d  b y  a p a t i e n t  w h o  wishes to r evoke a 
p r i o r  a u t h o r i z a t i o n  of d irect p a y m e n t  to a h e a l t h  care 
provider. The a m e n d m e n t  states t h a t  such a r e v o c a t i o n  is not 
e f f e c t i v e  until b o t h  the insura nce c o m p a n y  and t h e  h e a l t h  care 
p r o v i d e r  are notified. T h i s  will e n able health care providers  
to m o n i t o r  the p a y m e n t  status of p a t i e n t s  who see t h e m  on an 
on g o i n g  basis.

Second, the p r o p o s e d  a m e n d m e n t  e s t a b l i s h e s  the r i g h t  of a 
d i v o r c e d  p a ren t w i t h  c u s t o d y  of c h i l d r e n  covered u n d e r  a 
h e a l t h  care p l a n  to invoke the "direct payment" p r o v i s i o n s  of 
law for h e a l t h  c a r e  services p r o v i d e d  to those children. This 
c h a n g e  will g r e a t l y  a s s i s t  the custod ial pa rent in g a i n i n g  
t i m e l y  h e a l t h  c a r e  for the children, w i thout r e q u i r i n g  the 
i n v o l v e m e n t  of t h e  n o n - c u s t o d i a l  parent.

* * * * *

T a k e n  together, t h e s e  cha nges in c u r r e n t  law will “-ke e 
A l a s k a  insurance industry  m o r e  r e s p o n s i v e  to cor. \eeds
and to t h e i r  l e g i t i m a t e  requests. I w o u l d  apprecj.. be -^e 
o p p o r t u n i t y  to b r i n g  the bill b e f o r e  y o u r  commi ttee at your  
e a r l i e s t  opportunity.
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A M E N D M E N T

OFFERED IN THE SENATE

TO: SCS CSHB 225 (L a b o r & Commerce)

Page 1, l i n e  20, a f t e r  " u p o n " :

I n s e r t  " w r i t t e n "

Page 2 , l i n e  3, a f t e r  " s e r v i c e s ; " :

I n s e r t  " t h e  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g iv e n  to  the  in s u r e r  must 

c e r t i f y  t h a t  th e  covered p e rs o n  has g iv e n  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  to 

th e  p r o v i d e r  o f  the s e r v i c e s ; "

Page 2, l i n e  27, a f t e r  " u p o n " :

I n s e r t  " w r i t t e n "

Page 3 , l i n e  10, a f t e r  " s e r v i c e s . " :

I n s e r t  "The w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g iv e n  to  th e  in s u r e r  must 

c e r t i f y  t h a t  th e  covered p e rs o n  has g iv e n  w r i t t e n  n o t i c e  o f  r e v o c a t i o n  t o 

th e  p r o v i d e r  o f  the s e r v i c e s . "

Page A, l i n e  6, a f t e r  "u p o n " :

I n s e r t  " w r i t t e n "

Page A, l i n e  18, a f t e r  " s e r v i c e s . " :

I n s e r t  "The w r i t t e n  n o t i c e  o f  r e v o c a t i o n  g ive n  to  the  in s u r e r  must

- 1 -  5 /2 /9 0

i •

' = f/



1033Hb 
Ford

c e r t i f y  tha t the covered person has given w r i t t e n no t ice o f revoca t ion to 

the prov ide r o f the se rv ic e s . "

- 2 - 5 / 2 / 9 0
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A M E N D M E N T

OFFERED IN THE SENATE

TO: SCS CSHB 225 ( L a b o r  & Commerce)

Page 2, a f t e r  l i n e  24:

I n s e r t  a new s u b s e c t io n  t o  re a d :

" ( c )  T h is  s e c t i o n  does n o t  a p p ly  to  payments made under a p r o ­

v i d e r  c o n t r a c t  th a t  h o l d s  the  cove red  person  harmless f ro m  cha rges  f o r 

s e r v i c e s  e xcep t  copaym ents ,  c o in s u r a n c e ,  and d e d u c t i b l e s . "

Page 3 ,  a f t e r  l in e  25:

I n s e r t  a new s u b s e c t io n  t o  re a d :

" ( e )  T h is  s e c t i o n  does n o t  a p p ly  to  payments made u nd er a p r o v i d ­

e r  c o n t r a c t  th a t  h o ld s  th e  co ve re d  p e rs o n  harm less f r o m  charges f o r 

s e r v i c e s  e xcep t  copaym ents ,  c o in s u r a n c e ,  and d e d u c t i b l e s . "

- 1 - 5 / 2 / 9 0
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CSHB 225 (HESS): "An Act relating to payment of disability insurance
claims."

This Act pertains to the payment of both group and individual disability 
insurance claims. It provides for a requirement that, when benefits are 
assigned to a medical care provider, tho benefits must, be paid within 30 days 
alter receipt of a proof of loss statement and, if the insurer mistakenly pays the 
insured, then the insurer must also pay the medical care provider. The 
department's position on this legislation is neutral.
Section! - AS 21,51,120 - 1ndividuaI Diaability Contr&ets
Essentially, the repeal and reenactment of AS 21.51.120 does not change the 
existing law’s intent. This section pertains to required contract provisions 
pertaining to payment of claims in individual disability insurance contracts. 
Two elements have been added in the situation when benefits have been 
assigned to a medical care provider:

1. payment must be made within 30 days after receipt of a proof of 
loss statement; und

2. if the insurer mistakenly pays benefits to the insured, it must 
also make payment to the medical care provider. It is assumed 
that the insurer is penalized for this mistake by the required 
double payment. Assumedly, both payments would tend to 
increase future rates.

It should be noted that this section does not create an irrevocable assignment 
and the insured could change his or her mind and request in writing that the 
insurer now pay direct to him or her (under AS 21.42.270 and AS 21.51.150).

Section 2 - AS 21.54.020 - Group Disability Contracts
Direct payment of benefits to medical care providers by insurers may provide for:

1. medical care providers not requiring patients to pay for 
treatment before treatment is given so as not to create a barrier 
to receiving appropriate medical care; and

2. assurance that at least some portions of the charges for medical 
care will be paid to the medical care provider.

Most group disability insurance contracts will allow the choice of direct payment 
to medical care providers to be made by the individual persons covered under 
the group contract. This election is required to be made in writing and may only 
be changed by a subsequent written request received before claim payment is 
made. However, many insurers do retain the contractual option of whether 
paying direct to the person covered or to a medical care provider. If the covered 
person has made the written election for direct payment to a provider, the 
insurer will pay to the provider. If the covered person does not make the 
written election for direct payment, the insurer must pay any benefits to the 
covered person.
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However, if no direct payment election is made and the amount of the claim is 
substantial, many insurers will require the covered person to provide proof that 
the medical care provider has been paid. (An insurer will do this because, if a 
covered person is paid but the provider ultimately is not paid, those reimbursed 
charges will be factored into and result in higher charges being made for future 
medical service.
The new language removes the insurer’s discretion in regard to making direct 
payment to a provider. If the insurer allows for the election of direct payment, 
then the direct payment must be made unless the election is revoked in writing.
The same 30-day criteria for payment of claims and the double payment 
features are evident in this amended provision as are in the section pertaining 
to individual disability contracts.
Section 3 - AS 21.54.050 - Blanket Disability Contracts
This section applies the same standards already noted in Sections 1 and 2, to 
blanket disability insurance contracts.
Section 4 - AS 21.87.340 - Hospital and Medical Service Corporations
Because AS 21.87 is an exclusive chapter regulating hospital and medical 
service corporation such as Blue Cross, there must be an internal reference to 
statutes outside of AS 21.87 which are intended to apply. Section 4 
accomplishes that for individual contracts issued by hospital and medical 
service corporations.
Amendments Proposed
o Following line 8 on page 4, add "(19) AS 21.54.020." This would apply 

this legislation to group contracts issued by a hospital or medical 
service corporation.

Larry Merculieff, Commissioner 
Date: HWWo__________

LM/JB/3829D
040490b



Committees

CO-CHA IR , HOUSE JUD IC IA RY  
V ICE-CHA IR , HOUSE I.A IIOR  AN D  CO M M ER CE

P.O . IIOX V 
JUNEAU , ALASKA 99811 

(907)465-4712 
465-4968/4986 

(SESSION)
HOUSE H EA LTH , EDUCA T ION  

AN D  SO C IA L  SERV ICES 914 CLAY  COURT 
ANCHORA GE , ALASKA 99503 

(907) 276-6844

Representative M a x  F. Gruenberg, Jr.

District 11 

Spenard, Upper Midtown Anchorage

M E M O R A N D U M

TO: S e n .  D i c k  E l i a s o n
C h a i r m a n ,  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e
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C u r r e n t  L a w

C S  H B  2 2 5  (HESS) d e a l s  w i t h  t h e  " d i r e c t  p a y m e n t "  p r o v i s i o n s  o f  
T i t l e  21, w h i c h  g o v e r n s  A l a s k a  i n s u r a n c e  contrac-cs. I n s u r a n c e  
c o n t r a c t s  a r e  i n d e m n i t y  c o n t r a c t s ;  t h e y  g e n e r a l l y  p r o v i d e  t h a t  
p a y m e n t s  a r e  m a d e  t o  t h e  p e r s o n  w h o  o w e s  t h e  b i l l ,  r a t h e r  t h a n  
t o  t h e  p e r s o n  w h o  p r o v i d e d  t h e  s e r v i c e s .  A l a s k a  l a w ,  h o w e v e r ,  
h a s  " d i r e c t  p a y m e n t "  p r o v i s i o n s  w h i c h  e n a b l e  a n  i n s u r a n c e  
c o m p a n y  t o  p a y  m o s t  h e a l t h  c a r e  p r o v i d e r s  d i r e c t l y  i f  t h e  
p a t i e n t  s o  r e q u e s t s .

C S  H B  2 2 5  (HESS)

C S  H B  2 2 5  (HESS) s t r e n g t h e n s  t h e  " d i r e c t  p a y m e n t "  p r o v i s i o n s  
o f  c u r r e n t  la w .  A  p a t i e n t  w h o  h a s  m i s t a k e n l y  r e c e i v e d  
i n s u r a n c e  p a y m e n t s  t h a t  t h e  p a t i e n t  a s k e d  b e  p a i d  t o  a h e a l t h  
c a r e  p r o v i d e r  m i g h t  n o t  p a y  t h e  m e d i c a l  b i l l .  I n  t h a t  
s i t u a t i o n ,  u n d e r  c u r r e n t  law, t h e  h e a l t h  c a r e  p r o v i d e r  w o u l d  
b e a r  t h e  c o s t  r a t h e r  t h a n  t h e  i n s u r a n c e  c o m p a n y ,  w h i c h  
m i s t a k e n l y  p a i d  t h e  p a t i e n t .

C S  H B  2 2 5  (HESS) m a n d a t e s  t h a t  i f  a n  i n s u r a n c e  c o m p a n y  
d i s r e g a r d s  t h e  p a t i e n t ’s w r i t t e n  d i r e c t i v e ,  i t  r e m a i n s  l i a b l e



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

A n  i n s u r a n c e  c o m p a n y  w o u l d  r e t a i n  t h e  r i g h t  t o  c o l l e c t  a n y  
a m o u n t s  m i s t a k e n l y  p a i d  t o  a p a t i e n t  f r o m  t h a t  p e r s o n .  U n d e r  
c u r r e n t  l a w  a h e a l t h  c a r e  p r o v i d e *  c o u l d  c o l l e c t  f r o m  t h e  
p a t i e n t  i n  t h e  s a m e  s i t u a t i o n .

I n  a d d i t i o n  t o  p l a c i n g  t h e  r i s k  o f  l o s s  o n  t h e  p r o p e r  p a r t y ,
C S  H B  2 2 5  (HESS) a d d s  a s p e c i f i c  t i m e  l i m i t  (30 w o r k i n g  d a y s )  
w i t h i n  w h i c h  m e d i c a l  b i l l s  m u s t  b e  p a i d  b y  t h e  i n s u r e r .  A l s o ,  
t h e  b i l l  a d d s  d e n t i s t s  t o  t h e  l i s t  o f  h e a l t h  c a r e  p r o v i d e r s  
w h o  m a y  b e  p a i d  d i r e c t l y  b y  a n  i n s u r e r .

P r o p o s e d  A m e n d m e n t

I ' v e  a l s o  d r a f t e d  a  p r o p o s e d  a m e n d m e n t  t o  C S  H B  2 2 5  (HESS) f o r  
c o n s i d e r a t i o n  b y  y o u r  c o m m i t t e e .

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

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

* * * * *

T a k e n  t o g e t h e r ,  t h e s e  c h a n g e s  i n  c u r r e n t  l a w  w i l l  m a k e  t h e  
A l a s k a  i n s u r a n c e  i n d u s t r y  m o r e  r e s p o n s i v e  t o  c o n s u m e r s '  n e e d s  
a n d  t o  t h e i r  l e g i t i m a t e  r e q u e s t s .  I w o u l d  a p p r e c i a t e  t h e  
o p p o r t u n i t y  t o  b r i n g  t h e  b i l l  b e f o r e  y o u r  c o m m i t t e e  a t  y o u r  
e a r l i e s t  o p p o r t u n i t y .
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S U B J E C T :  S c h e d u l i n g  o f  C S  H B  2 2 5  ( H E S S ) , " A n  A c t  r e l a t i n g  t o
p a y m e n t  o f  d i s a b i l i t y  i n s u r a n c e  c l a i m s . "

L a s t  y e a r  I s p o n s o r e d  H B  22 5 .  C S  H B  2 , 3  (HESS) w a s  t h e  f i r s t  
A c t  t o  p a s s  o u t  o f  t h e  H o u s e  t h i s  s e s s i o n ,  a n d  i t  p a s s e d  b y  a 

u n a n i m o u s  v o t e .

C S  H B  2 2 5  (HESS) a m e n d s  t h e  " d i r e c t  p a y m e n t "  p r o v i s i o n s  o f  t h e  
I n s u r a n c e  C o d e ,  t o  e n s u r e  t h a t  h e a l t h  c a r e  p r o v i d e r s  r e c e i v e  
p a y m e n t s  f o r  s e r v i c e s  r e n d e r e d  t o  i n s u r e d  p a t i e n t s .

S i n c e  t h e  b i l l  p a s s e d  t h e  H o u s e ,  I h a v e  p r e p a r e d  t h r e e  
a m e n d m e n t s  t o  r e f i n e  t h e  b i l l ' s  i m p a c t .  W i t h  t h o s e  a m e n d m e n t s  
i n  h a n d ,  C S  H B  2 2 5  (HESS) i s  n o w  r e a d y  t o  b e  h e a r d  a n d  I w o u l d  
a p p r e c i a t e  y o u r  s c h e d u l i n g  i t  a t  t h e  e a r l i e s t  o p p o r t u n i t y .
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TO: CSHB 225(HESS)
OFFERED IN  THE SENATE

A M E N D M E N T

Page 1, l ine  28, following "person":
In se r t

(3) a covered person may revoke an e le c t io n  of d i rec t  
payment of indemnities made under th is  subsection by giving w rit ten  
notice  of the revoca t ion  to the insurer  and to  the provider of the 
se rv ices ;  revocation of an e le c t io n  of d i r e c t  payment is  not e f fec t ive  
u n t i l  the no tice  of revoca tion  i s  received by the in su re r  and the 
provider of the se rv ic e s ;

(A) the r i g h t  of the insured to reques t  payment of indem­
n i t i e s  for h o s p i ta l ,  nu rs ing ,  medical, den ta l ,  or su rg ic a l  services 
d i r e c t ly  to the p rov ider  of  the services  or to another person may be 
trans fe r red  to a person who is  not the insured by a q u a l i f i e d  domestic 
r e la t io n s  order; r i g h t s  under the q u a l i f ied  domestic r e l a t io n s  order 
do not take e f fe c t  u n t i l  the order is  received by the in su re r ;  in th is  
paragraph, " q u a l i f ie d  domestic r e la t io n s  order" means an order or 
judgment in a divorce or d i s s o lu t io n  action under AS 25. 2A tha t  desig­
nates a person to determine to  whom indemnities fo r  a named benef i­
c ia ry  should be paid under a d i s a b i l i t y  policy"

Page 2, l in e  11, before "An":
In s e r t  "(a)"

-1- 2/6/90
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Page 2, a f t e r  l ine  20:
In s e r t  new subsections to read:

"(b) A covered person may revoke an e lec t ion  of d i r e c t  payment of 
indemnities made under (a) of t h i s  section by giving w r i t te n  no tice  of 
the revocation to the in su re r  and to the provider of the serv ices .  
Revocation of an e lec t ion  of d i r e c t  payment is  not e f f e c t iv e  u n t i l  the 
notice  of revocation i s  received by the insurer  and the provider of 
the services .

(c) The r igh t  of the covered person to request payment of indem­
n i t i e s  under a blanket d i s a b i l i t y  policy d i r e c t ly  to the provider of 
the services or to another person may be t ran s fe r red  to  a person who 
i s  not the covered person by a q u a l i f i e d  domestic r e la t io n s  order. 
Rights under the q u a l i f ied  domestic r e la t io n s  order do not take e f fe c t  
u n t i l  the order i s  received by the insurer .  In th i s  subsection, 
"qu a l i f ied  domestic r e l a t io n s  order"  means an order or judgment in a 
divorce or d issolu tion  ac t ion  under AS 25.24 th a t  designates a person 
to determine to whom indemnities fo r  a covered person should be paid 
under a d i s a b i l i ty  p o l icy ."

Page 2, l ine  23, before "All":
I n s e r t  " ( a ) "

Page 3, a f t e r  l ine  10:
I n s e r t  n e w  s u b s e c t i o n s  to r e a d :

"(b) A covered person may revoke an e lec t ion  of d i r e c t  payment of 
b en ef i t s  made under (a) of t h i s  sec t ion  by giving w r i t te n  notice  of

-2- 2/6/90
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the revocation to the in su re r  and to the provider of the services .  
Revocation of an e lec t ion  of d i rec t  payment is  not e f fec t iv e  u n t i l  the 
no t ice  of revocation is  received by the insu rer  and the provider of 
the serv ices .

(c) The r ig h t  of the covered person to request payment of indem­
n i t i e s  under a group d i s a b i l i t y  policy  d i r e c t ly  to the provider of the 
serv ices  or to another person may be t ran s fe r red  to a person who is 
not the covered person by a q u a l i f ie d  domestic r e la t io n s  order. 
Rights under the q u a l i f ied  domestic r e la t io n s  order do not take e ffec t  
u n t i l  the order i s  received by the in su re r .  In th is  subsection, 
" q u a l i f ied  domestic r e la t io n s  order" means an order or judgment in a 
divorce or d isso lu t ion  ac tion  under AS 25.24 th a t  designates a person 
to determine to whom indemnities for  a covered person should be paid 
under a d i s a b i l i t y  po l icy ."

Page 4, following l ine  8:
In se r t  new b i l l  sections to read:

"* Sec. 5. AS 25.24.160(b) i s  amended to read:
(b) I f  a judgment under th is  section  d i s t r ib u te s  ben ef i t s  to an

a l te rn a te  payee under AS 14.25, AS 21.51.120(a),  AS 21.54.020(c),
21.54.050(c) , AS 22.25, AS 26.05.222 - 26.05.226, or AS 39.35, the 
judgment must meet the requirements of a qu a l i f ied  domestic re la t io ns  
order under the de f in i t io n  of that  phrase tha t  i s  applicable to those 
provis ions.

* Sec. 6. AS 25.24.230(g) i s  amended to read:
(g) I f  a judgment under th is  section d i s t r ib u te s  benef i ts  to an

6-103 3Eb
F o r d
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a l te r n a te  payee under AS 14.25, AS 21 .51.120(a),  AS 21.54.020(c), 
21.54 .050(c ) , AS 22.25, AS 26.05.222 - 26.05.226, or AS 39.35, the 
judgment must meet the requirements of a q u a l i f i e d  domestic re la t io n s  
order under the d e f in i t io n  of th a t  phrase th a t  i s  app l icab le  to those 
p ro v is io n s ."

Renumber the following b i l l  sec t ion  accordingly.

-4- 2/6/90
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O r i g i n a l  s p o n s o r ( s ) :  R EP . GRUENBERG, M e n a r d

IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 225 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act e n t i t l e d :  "An Act r e l a t i n g  to payment of d i s a b i l i t y  insurance

c la im s ."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.51.120 i s  repealed  and reenacted  to read:
Sec. 21.51.120. PAYMENT OF CLAIMS. (a) A d i s a b i l i t y  policy 

de l ivered  or issued for  de l ive ry  must conta in  the following p ro v i ­
sions :

(1) indemnity fo r  loss  of l i f e  s h a l l  be paid according to 
the benef ic ia ry  designation and payment p rov is ions  contained in  the 
po licy  th a t  are e f fe c t iv e  a t  the time of payment; i f  a ben e f ic ia ry  has 
not been designated, indemnity s h a l l  be pa id  to the e s t a t e  of the 
insured; accrued indemnities unpaid a t  the in su re d 's  death s h a l l  be 
paid to e i th e r  the benef ic ia ry  or the e s t a t e ,  a t  the option of the 
in su re r ;  a l l  other indemnities s h a l l  be paid to the insured;

(2) the in su re r  may, and upon reques t  of the insured s h a l l ,  
w ith in  30 working days a f t e r  rece iv ing  a proof of loss  s ta tem ent ,  pay 
indemnities for  h o sp i ta l ,  nurs ing ,  medical,  den ta l ,  or su rg ic a l  s e r ­
v ices  d i r e c t ly  to the provider of the se rv ic e s ;  an in su re r  who pays 
indemnities to an insured, a f t e r  the insured  has given the in su re r  
w r i t te n  no tice  in the proof of loss  statement of an e le c t io n  of  d i r e c t  
payment of indemnities to the provider  of the se rv ices ,  s h a l l  a lso  pay 
indemnities to the provider of the se rv ic e s ;  th i s  paragraph does not 
requ ire  th a t  services be provided by a p a r t i c u l a r  h o sp i ta l  or person;

(3) a covered person may revoke an e le c t io n  of d i r e c t
-1- SCS CSHB 225(L&C)
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payment of indemnities made under th i s  subsection by giving w r i t ten  
n o t ice  of the revocation to the in su re r  and to the provider of  the 
se rv ic es ;  revocation of an e le c t io n  of d i r e c t  payment i s  not e f fe c t iv e  
u n t i l  the no tice  of revocation i s  received by the in su re r  and the 
provider of the se rv ices ;

(4) the r ig h t  of the insured to request payment of indem­
n i t i e s  fo r  h o s p i ta l ,  nursing,  medical,  den ta l ,  or su rg ic a l  services 
d i r e c t l y  to the provider of the se rv ices  or to another person may be 
t r a n s fe r r e d  to a person who i s  not the insured by a q u a l i f i e d  domestic 
r e l a t i o n s  order; r ig h ts  under the q u a l i f ie d  domestic r e l a t i o n s  order 
do not take e f fe c t  u n t i l  the order i s  received by the in su re r ;  in th i s  
paragraph, "q u a l i f ied  domestic r e l a t i o n s  order" means an order or 
judgment in  a divorce or d i s s o lu t io n  ac t ion  under AS 25.24 th a t  des ig ­
na tes  a person to determine to whom indemnities fo r  a named b en ef i ­
c ia ry  should be paid under a d i s a b i l i t y  policy .

(b) A  d i s a b i l i t y  p o l i c y  d e l i v e r e d  o r  i s s u e d  f o r  d e l i v e r y  m a y ,  at 

t h e  o p t i o n  o f  t h e  i n s u r e r ,  r e q u i r e  t h a t  a n  i n d e m n i t y  i n  a n  a m o u n t  n o t  

t o  e x c e e d  $ 1 , 0 0 0  t h a t  is p a y a b l e  t o  t h e  e s t a t e  o f  t h e  i n s u r e d ,  an 

i n s u r e d  o r  b e n e f i c i a r y  w h o  is a m i n o r ,  o r  a n  i n s u r e d  w h o  is n o t  c o m p e ­

t e n t  to g i v e  a v a l i d  r e l e a s e ,  b e  p a i d  to a r e l a t i v e  b y  b l o o d  o r  m a r ­

r i a g e ,  o r  a b e n e f i c i a r y  t h a t  t h e  i n s u r e d  d e t e r m i n e s  is e q u i t a b l y  

entfitled t o  t h e  p a y m e n t .  A  g o o d  f a i t h  p a y m e n t  b y  t h e  i n s u r e r  u n d e r  

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

p a y m e n t .

* Sec. 2, AS 21.54.020 i s  repealed and reenacted to read:
Sec. 21.54.020. DIRECT PAYMENT OF HOSPITAL, MEDICAL SERVICES.

(a) An in su re r  may, and upon reques t  of the covered person s h a l l ,
w ith in  30 working days a f t e r  rece iv in g  a proof of loss s ta tement,  pay
indemnities  under a group d i s a b i l i t y  po licy  d i r e c t l y  to the provider 
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of the h o s p i t a l ,  nursing, medical,  den ta l ,  or su rg ica l  se rv ices .  The 
policy may not contain a provis ion requ ir ing  tha t  se rv ices  be provided 
by a p a r t i c u l a r  ho sp i ta l  or person. I f  the in su re r  pays indemnities 
to the covered person a f t e r  the covered person has given the insurer  
w r i t te n  no t ice  in the proof of loss statement of an e le c t io n  of d i r e c t  
payment of indemnities to the provider of the se rv ice ,  the in su re r  
s h a l l  a lso  pay those indemnities to the provider of the se rv ice .

(b) A covered person may revoke an e le c t io n  of d i r e c t  payment of 
indemnities  made under (a) of th i s  sec t ion  by giving w r i t ten  no t ice  of 
the revocation  to the insurer  and to the provider of the se rv ices .  
Revocation of an e lec t io n  of d i r e c t  payment i s  not e f f e c t iv e  u n t i l  the 
no t ice  of revocation is  received by the in su re r  and the provider  of 
the  se rv ices .

(c) The r ig h t  of the covered person to reques t  payment of indem­
n i t i e s  under a blanket d i s a b i l i t y  po licy  d i r e c t l y  to the provider  of 
the se rv ices  or to another person may be t r a n s fe r re d  to a person who 
is  not the covered person by a q u a l i f i e d  domestic r e l a t io n s  order .  
Rights under the q u a l i f ie d  domestic r e l a t i o n s  order  do not take e f f e c t  
u n t i l  the order i s  received by the in su re r .  In th i s  subsection ,  
" q u a l i f i e d  domestic r e la t io n s  order" means an order or judgment in a 
divorce or d i s so lu t io n  ac tion  under AS 25.24 th a t  designates a person 
to 'determine to whom indemnities fo r  a covered person should be paid 
under a d i s a b i l i t y  policy.

(d) This sec t ion  does not p ro h ib i t  an in su re r  from recovering an 
amount mistakenly paid to a provider or a covered person.

* Sec. 3. AS 21.54.050 is  repealed and reenacted  to read:
Sec. 21.54.050. PAYMENT OF BLANKET DISABILITY POLICY BENEFITS.

(a) All b e n e f i t s  under a blanket d i s a b i l i t y  po licy  sh a l l  be paid to
(1) the person insured; (2) the designated benef ic ia ry  or
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b e n e f ic i a r i e s  of the person insured; (3) the e s t a t e  of the person 
insured; (A) the paren t ,  guardian, or o ther person ac tu a l ly  supporting 
the person insured ,  i f  the person insured is  a minor or otherwise not 
competent to give a va l id  re lease ;  or (5) the employer, i f  the e n t i r e  
cost  of the insurance has been paid by the employer. An insurer  may, 
and upon reques t  of the covered person s h a l l ,  within 30 working days 
a f t e r  rece iv ing  a proof of loss s ta tement,  pay b e n e f i t s  d i r e c t l y  to 
the provider of the h o sp i ta l ,  nursing ,  medical, den ta l ,  or su rg ica l  
se rv ices .  The policy may not contain a provis ion requir ing  tha t  
se rv ices  be provided by a p a r t i c u la r  h o sp i ta l  or person. I f  the
in su re r  pays indemnities to the insured a f t e r  the covered person has
given the in su re r  w r i t te n  notice  in  the proof of loss statement of an 
e le c t io n  of d i r e c t  payment of indemnities to the provider of the
se rv ic e ,  the in su re r  sh a l l  a lso  pay those indemnities to the provider
of the se rv ice .

(b) A covered person may revoke an e lec t io n  of d i r e c t  payment of 
b e n e f i t s  made under (a) of th i s  sec t ion  by giving w r i t ten  no t ice  of 
the revocation  to the in su re r  and to the provider of the se rv ices .  
Revocation of an e le c t io n  of d i r e c t  payment is  not e f fe c t iv e  u n t i l  the 
n o t ic e  of revocation  is  received by the in su re r  and the provider of 
the se rv ices .

/ (c) The r i g h t  of the covered person to request payment of indem­
n i t i e s  under a group d i s a b i l i t y  policy d i r e c t ly  to the provider of the 
se rv ices  or to another person may be t r a n s fe r re d  to a person who is  
not the covered person by a q u a l i f ie d  domestic r e la t io n s  order.  
Rights under the q u a l i f ie d  domestic r e l a t io n s  order do not take e f fe c t  
u n t i l  the order i s  received by the in su re r .  In th i s  subsection,  
" q u a l i f i e d  domestic r e la t io n s  order" means an order or judgment in  a
divorce or d i s s o lu t io n  action  under AS 25.2 A that  designates a person 
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to determine to whom indemnities fo r  a covered person should be paid 
under a d i s a b i l i t y  po licy .

(d) This sec t ion  does not p ro h ib i t  an in su re r  from recovering an 
indemnity mistakenly paid  to a provider or a covered person.

* Sec. 4. AS 21.87.340 is  amended to read:
Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In add i t ion  to 

the provis ions contained or r e fe r re d  to previously in  th i s  chapter,  
the following chapters and provis ions of th is  t i t l e  a lso  apply with 
re spec t  to serv ice  corporat ions to the extent app licab le  and not in 
c o n f l i c t  with the express provis ions of th i s  chapter and the reason­
able im plica t ions  of the express p rov is ions ,  and fo r  the purposes of 
the a p p l ic a t io n  the corporat ions  s h a l l  be considered to be mutual 
" i n s u r e r s " :

(1) AS 21.03
(2) AS 21.06
(3) AS 21.09, except AS 21.09.090
(4) AS 21 .18.010
(5) AS 21.18.030
(6) AS 21.18.040
(7) AS 21.18.120
(8) AS 21.21.321
(9) AS 21 .36

(10) AS 21.69.400
(11) AS 21.69.520
(12) AS 21.69.600, 21.69.620, and 21.69.630
(13) AS 21 .78
(14) AS 21.90
(15) AS 21.42.345 - 21.42.365
(16) AS 21.89.040
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(17) A S  21 .89. 060j_

(18) AS 21.51 .120;
(19) AS 21.54,020.

* Sec. 5. AS 25.24.160(b) is  amended to read:
(b) I f  a judgm under th i s  sec t ion  d i s t r i b u t e s  b e n e f i t s  to an

a l t e r n a t e  payee under AS 14.25, AS 21.51.120(a),  AS 21.54.020(c),.

21 .5 4 .0 5 0 (c ) , AS 22.25, AS 26.05.222 - 26.05.226, or AS 39.35, the
judgment must meet the requirements of a q u a l i f i e d  domestic r e la t io n s  
order under the d e f in i t io n  of th a t  phrase th a t  i s  app licab le  to those 
p ro v is io n s .

* Sec. 6. AS 25.24.230(g) is  amended to read:
(g) I f  a judgment under th i s  sec t ion  d i s t r i b u t e s  b e n e f i t s  to an 

a l t e r n a t e  payee under AS 14.25, AS 21.51.120(a),  AS 21.54.020(c),
21 .54.050(c) , AS 22.25, AS 26.05.222 - 26.05.226, or AS 39.35, the
judgment must meet the requirements of a q u a l i f ie d  domestic r e la t io n s  
order under the d e f in i t io n  of th a t  phrase th a t  i s  app licab le  to those 
p ro v is io n s .

* Sec. 7. This Act applies  to p o l ic i e s  of d i s a b i l i t y  insurance entered 
in to  or renewed a f t e r  the e f fec t ive  date of t h i s  Act.

;
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