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FISCAL NOTE
BILL NO.CSSB74(HES)i\m

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date: Mav 5.1992 Department Affected: All State

Title: An Act relating to pooled health insurance for BRU: All State

individuals who are uninsured;
Component: All State

Sponsor Kerttula
Requestor Senate Finance COMPONENT SERIALNO.

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 93 FYo4 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0 227 593.8 593.8 5938 593.8
TRAVEL 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EOUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS.CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 22.1 593.8 593.8 593.8 593.8
CAPITAL 0 0 0 0 0 0
IREVENUE 0 0 0 0 0 0
I[FUND SOURCE:

FUNDING: (Thousands of dollars)

GENERALFUND 0 227 593,8 593.8 593.8 593.8
FEDERALFUNDS 0 0 0 0 0 0
OTHER

FUND SOURCE 0 0 0 0 0 0
TOTAL 0 22.7 593.8 593.8 593.8 593.8
POSITIONS

FULL-TIME- 0 0 0 0 0 0
PART-TIME: 0
TEMPORARY: 0 0 0 0 0 0
Estimate of currentyear impact: none

ANALYSIS: (attach a separate page if necessary.) Passage of this bill will also increase personal services cost to
political subdivisions and school districts by approximately $498.8 in FY 95 and each year thereafter. See attached

analysis for details.

Prepared Bv: Gary Bader gases: ~ Phone: 465-4470
Division: Retirement and Benefits 1J : Date: May 6.1992
Approved by Commissioner: Nancy Bear Useral I°* C Date: V-—
Agency: Departmentof Administration |

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agency(ies).
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FISCAL NOTE

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date: 5/2/92

Tite:  Relating t pooled health Insurance
who are uninsured or denied adequate coverage
Sponsor: Senator Kerttula

Requestor:  Senator Kerttula

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 93 FY 94

PERSONAL SERVICES
TRAVEL 1.9
CONTRACTUAL 75
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 9.4

CAPITAL 0
| REVENUE FUND RESOURCE: 0
FUNDING: (Thousands of Dollars)

GENERAL FUND 9.4

FEDERAL FUNDS

OTHER

FUND SOURCE:

TOTAL 9.4
POSITIONS:

FULL-TIME 0

PART-TIME

TEMPORARY

Estimate of current year Impact:

ANALYSIS (Attach a separate page If necessary.)

SEE ATTACHED

Prepared By: Don Koch, Chief of Market Surveillance *

Division: Insurance Date:

Approved by Commissioner: Glenn A. Olds

BILL NO. 74

Department Affected:

bru: Insurance
Component: Operati ons

COMPONENT SERIAL NO.

FY 95 FY 96

16

Commerce & Eocon. Dev.

Phone:

FY 97 FY 98

465-2577

S5W/7?T -

Agency: Department of Commerce & Economic Development

Date:
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STATE OF ALASKA

1992 LEGISLATIVE SESSION BILL NO. CSSB No.74 (HES) am
Revision Date: May 4,1992 Department Affected: Health &Social Services
Title: ~ An act relating to pooled health BRU: Medicaid

insurance for individuals. Component:  Medicaid Non-Facility

Sponsor. Kertulla

Requestor: COMPONENT SERIAL NO.

EAEDITIRES/RBVENLES: (Thousands of Dollkars)

CPERATING FY a3 FY A4 FY 5 FY %6 FY 97 FY 8
FERIONAL SHRAGES 0 0 0 0 0 0
TRAEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SHIES 0 0 0 0 0 0
EUIRVENT 0 0 0 0 0 0
LAND & STRUICTURES 0 0 0 0 0 0
RANTS. AAINS 0 0 0 0 0 0
MISCHLANEOS 0 0 0 0 0 0
TOTAL CFERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 0 0
%_ 0 0 0 0 0 0
CENERAL RNDS 0 0 0 0 0 0
FECERAL RNDS 0 0 0 0 0 0
%KE: 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
FLL-TIME 0 0 0 0 0 0
PRI-TINE 0 0 0 0 0 0
TREVRORARY: 0 0 0 0 0 0
Estnate of auratyear Inpect
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HOUSE CS FOR CS FOR SENATE BILL NO. 74 (FINANCE)
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): SENATORS KERTTULA, Cotten, Menard, Rodey, Eliason, Uehling, Sturgulewski, Craft, Shultz,
Collins

A BELL
FOR AN ACT ENTITLED
"An Act relating to pooled health insurance for individuals who are uninsured or denied

adequate coverage; and providing for an effective date.”

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

* Section 1. PURPOSE. It is the purpose of this Act to provide access to health insurance to all
residents of the state who are presently denied adequate health insurance or who are considered
uninsurable.

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

CHAPTER 55. STATE HEALTH INSURANCE.
ARTICLE 1. COMPREHENSIVE HEALTH INSURANCE ASSOCIATION.

Sec. 21.55.010. CREATION; MEMBERSHIP. There is established a nonprofit
incorporated legal entity to be known as the Comprehensive Health Insurance Association.
Membership consists of all licensed hospital or medical service corporations in the state that offer
subscriber contracts for major medical coverage and all insurers licensed to transact health

insurance in the state that offer policies for major medical coverage on an expense incurred basis.

-1- HCS CSSB 74(FIN)
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All members shall maintain membership in the association as a condition of doing health
insurance business, or being able to offer subscriber contracts, in the state.

Sec. 21.55.020. BOARD OF DIRECTORS; ORGANIZATION, (a) The board of
directors of the association shall be made up of seven individuals. Five board members shall be
selected by participating members, subject to approval by the director of the division of
insurance, and two board members shall be consumers selected by the director of the division
of insurance. The director or the director’s designee shall serve as a nonvoting ex officio
member of the board. In determining voting rights at members’ meetings, a member is entitled
to vote in person or proxy. The vote shall be a weighted vote based upon the member’s
premiums for health insurance for major medical coverage on an expense incurred basis, or the
member’s subscriber fees, derived from or on behalf of state residents in the previous calendar
year, as determined by the director. In approving members of the board, the director shall
consider, among other things, whether all types of participating members are fairly represented.
Members of the board may be reimbursed from the association for expenses incurred by them
as members, but may not otherwise be compensated by the association for their services. The
costs of conducting meetings of the association and its board of directors shall be borne by
members of the association.

(b) The board shall study and report to the legislature at least once every three years on
the effectiveness of this chapter. The report must include an analysis of the effectiveness of this
chapter in promoting rate stability, product availability, and affordability of coverage. The report
may contain recommendations for legislative or other regulatory action.

Sec. 21.55.030. GENERAL POWERS. The association may

(1) exercise the powers granted to insurers under the laws of the state;

(2) sue or be sued,;

(3) enter into contracts with insurers, similar associations in other states, or with
other persons for the performance of administrative functions;

(4) establish administrative and accounting procedures for the operation of the
association; and

(5) receive funds from sources other than members of the association.

Sec. 21.55.040. PLAN OF OPERATION, (a) The association shall submit to the

director a plan of operation and amendments necessary or suitable to assure the fair, reasonable,

HCS CSSB 74(FIN) -2-
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and equitable administration of the association. The plan of operation and amendments become
effective upon approval in writing by the director. If the association fails to submit a suitable
plan of operation by a date that is 180 days after the effective date of this Act, or if at subsequent
time the association fails to submit suitable amendments to the plan, the director may, after notice
and hearing, adopt reasonable regulations necessary or advisable to effectuate the provisions of
this chapter. These regulations shall continue in force until modified by the director or
superseded by a plan submitted by the association and approved by the director.

(b) AIll members of the association shall comply with the plan of operation.

(c) The plan of operation shall

(1) establish procedures whereby all the powers and duties of the association
under this chapter will be performed,;

(2) establish procedures for handling assets of the association;

(3) establish the amount and method of reimbursing members of the board of
directors under AS 21.55.020;

(4) establish regular places and times for meetings of the board of directors;

(5) establish procedures for records to be kept of all financial transactions of the
association, its agents, and the board of directors;

(6) provide that a member insurer aggrieved by a final action or decision of the
association may appeal to the director within 30 days after the action or decision;

(7) establish procedures whereby selections for the board of directors will be
submitted to the director;

(8) contain additional provisions necessary or proper for the execution of the
powers and duties of the association.

Sec. 21.55.050. ADMINISTRATIVE PROCEDURE ACT. The association is exempt
from the Administrative Procedure Act (AS 44.62).

Sec. 21.55.060. TAX EXEMPTION. The association is exempt from the payment of fees
and taxes levied by the state or any of its political subdivisions except taxes levied on real or
personal property.

ARTICLE 2. STATE HEALTH INSURANCE PLANS.
Sec. 21.55.100. TYPES OF INSURANCE PLANS, (a) The association shall make

available to residents who are high risks an individual state plan of health insurance. The

-3- HCS CSSB 74(FIN)
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association shall offer three alternatives related to deductibles as described in AS 21.55.120 and
may offer additional deductible alternatives.

(b) The association shall make available to residents who are high risks, eligible for and
covered by Medicare, 65 years of age or older, and eligible under this chapter at least one
Medicare supplement plan that meets the minimum policy standards and minimum benefit
standards established by regulations adopted by the director under AS 21.89.060.

(c) The association may not refuse to offer coverage under a state plan to residents who
are high risks and who are eligible under this chapter. The association may not refuse coverage
under a state plan to residents who are high risks, are eligible under this chapter, apply for
coverage, and pay the required premium.

Sec. 21.55.110. MINIMUM BENEFITS OF STATE HEALTH INSURANCE PLAN.
Except as provided in AS 21.55.120 - 21.55.140, the minimum standard benefits of a health
insurance plan offered under AS 21.55.100(a) shall be benefits with a lifetime maximum of
$1,000,000 per individual for usual, customary, reasonable, or prevailing charges or, when
applicable, the allowance agreed upon between a provider and the writing carrier for charges, for
the following medical services performed for an individual covered by the plan for the diagnosis
or treatment of nonoccupational disease or nonoccupational injury:

(1) hospital services;

(2) subject to the limitations of AS 21.36.090(d), professional servicesthat are
rendered by a physician or by a registered nurse at the physician’s direction, other than services
for mental or dental conditions;

(3) the diagnosis or treatment of mental conditions, as defined in regulations of
the director, rendered during the year on other than an inpatient basis, up to a yearly maximum
benefit of $4,000;

(4) legend drugs requiring a physician’s prescription;

(5) services of a skilled nursing facility for not more than 120 days in a policy
year,

(6) home health agency services up to a maximum of 270 visits in a calendar year
if the services commence within seven days following confinement in a hospital or skilled
nursing facility of at least three consecutive days for the same condition, except that in the case

of an individual diagnosed by a physician as terminally ill with a prognosis of six months or less

HCS CSSB 74(FIN) 4
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to live, the home health agency services may commence irrespective of whether the covered
person was-previously confined or, if the covered person was confined, irrespective of the seven-
day period, and the yearly benefit for medical social services may not exceed $200;

(7) hospice services for up to six months in a calendar year,

(8) use of radium or other radioactive materials;

(9) outpatient chemotherapy;

(10) oxygen;

(11) anesthetics;

(12) nondental prosthesis and maxillo-facial prosthesis used to replace any
anatomic structure lost during treatment for head and neck tumors or additional appliances
essential for the support of the prosthesis;

(13) rental, or purchase if purchase is more cost effective than rental, of durable
medical equipment that has no personal use in the absence of the condition for which it was
prescribed;

(14) diagnostic x-rays and laboratory tests;

(15) oral surgery for excision of partially or completely unerupted impacted teeth
or excision of a tooth root without the extraction of the entire tooth;

(16) services of a licensed'physical therapist rendered under the direction of a
physician;

(17) transportation by a local ambulance operated by licensed or certified
personnel to the nearest health care institution for treatment of the illness or injury and round trip
transportation by air to the nearest health care institution for treatment of the illness or injury if
the treatment is not available locally; if the patient is a child under 12 years of age, the
transportation charges of a parent or legal guardian accompanying the child may be paid if the
attending physician certifies the need for the accompaniment;

(18) confinement in a licensed or certified facility established primarily for the
treatment of alcohol or drug abuse or in a part of a hospital used primarily for this treatment, for
a period of at least 45 days within any calendar year,

(19) alternatives to inpatient services as defined by the association in the state
plan benefits;

(20) second surgical opinions;

. -5- HCS CSSB 74(FIN)
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(21) other services that are medically necessary in the treatment or diagn
an illness or injury as may be designate™: or approved by the director.

Sec. 21.55.120. DEDUCTIBLES AND COPAYMENTS, (a) A state plan other than a
Medicare supplement plan may require deductibles of $200 a person, $500 a person, or $1,000
a person. The amount of the deductible may not be greater when a service is rendered on an
outpatient basis than when that service is offered on an inpatient basis. Expenses incurred during
the last three months of a calendar year and actually applied to an individual’s deductible for that
year shall also be applied to that individual’s deductible in the following calendar year. The
$200 maximum, the $500 maximum, and the $1,000 maximum may be adjusted yearly to corre-
spond with the change in the medical care component of the Consumer Price Index, as adjusted
by the director. The base year for the computation shall be the first full calendar year of
operation of the association.

(b) A state plan other than a Medicare supplement plan shall require a maximum
copayment of 20 percent for charges for all types of health-care in excess of the deductible and
50 percent for services described in AS 21.55.110(3) in excess of the deductible.

(c) The sum of the deductible and copayments required in any calendar year under a plan
may not exceed a maximum limit of $2,000 per covered individual. Covered expenses incurred
after the applicable maximtim limit has been reached shall be paid at the rate of 100 percent of
usual, customary, reasonable, or prevailing charges, except that expenses incurred for treatment
of mental and nervous conditions shall be paid at the rate of 50 percent. The $2,000 maximum
shall be adjusted yearly to correspond with the change in the medical care component of the
Consumer Price Index as adjusted by the director.

(d) In this section, "Consumer Price Index" means the Consumer Price Index for all
urban consumers for the Anchorage Metropolitan Area compiled by the Bureau of Labor
Statistics, United States Department of Labor.

Sec. 21.55.130. PREEXISTING CONDITIONS, (a) A preexisting condition exclusion
in a state plan may not exclude coverage of a preexisting condition unless

(1) the condition first manifested itself within the period of three months
immediately before the effective date of coverage in a manner that would cause a reasonably
prudent person to seek diagnosis, care, or treatment; or

(2) medical advice or treatment was recommended or received within the period

HCS CSSB 74(FIN) -6-
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of three months immediately before the effective date of coverage.

(b)- A policy may not exclude coverage for a loss due to preexisting conditions for a
period greater than six months following the effective date of coverage.

(c) A state plan issued to a person whose previous subscriber contract, health policy, or
Medicare supplement policy was involuntarily terminated shall credit the time covered under the
previous contract or policy toward an exclusion for preexisting conditions under the state plan
if the previous contract or policy had a similar preexisting condition exclusion and the person
applies for a state plan within 31 days after termination of the previous contract or policy. If a
person covered by this subsection is accepted by the writing carrier and pays a specified premium
for retroactive coverage, the state plan is effective retroactively to the date that the person’s
previous contract or policy terminated.

Sec. 21.55.140. PERSONS, CARE, AND SERVICES NOT COVERED, (a) A state plan
may not provide benefits for charges for the following:

(1) care for an injury or disease either

(A) arising out of and in the course of an employment subject to a
workers’ compensation or similar law or where the benefit is available to be provided
under a workers’ compensation policy or equivalent self-insurance to a sole proprietor,
business partner, or corporation officer, or

(B) to the extent benefits are payable without regard to fault under a
coverage statutorily required to be contained in a motor vehicle or other liability insurance
policy or equivalent self-insurance;

(2) treatment for cosmetic purposes other than surgery for the prompt repair of
an accidental injury sustained while covered or for replacement of an anatomic structure removed
during treatment of tumors;

(3) travel, other than transportation covered under AS 21.55.110(17);

(4) private room accommodations to the extent it is in excess of the institution’s
most common charge for a semiprivate room;

(5) services or articles to the extent that the charge exceeds the reasonable charge
in the locality for the service;

(6) services or articles that are determined not to be medically necessary, except

for the fabrication or placement of the prosthesis as specified in AS 21.55.110(12) and (2) of this

/- HCS CSSB 74(FIN)
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section;

(7) services or articles that are not within the scope of the license or certificate
of the institution or individual rendering the services or articles;

(8) services or articles furnished, paid for or reimbursed directly by or under any
n.,v of a government, except as otherwise provided in this chapter;

(9) services or articles for custodial care or designed primarily to assist an
individual in the activities of daily living;

(10) service charges that would not have been made if no insurance existed or that
the covered individual is not legally obligated to pay;

(11) eyeglasses, contact lenses, or hearing aids or the fitting of them;

(12) dental care not specifically covered by this chapter,

(13) services of a registered nurse who ordinarily resides in the covered
individual’s home, or who is a member of the covered individual’s family or the family of the
covered individual’s spouse;

(14) experimental procedures; and

(15) services and supplies for which the patient was not charged.

(b) A state plan may not provide coverage for a person eligible for major medical
coverage under

(1) another state or federal law, including veterans’ benefits, Native health care,
or Medicaid; or

(2) another health benefit program, including a self-insurance plan, health care
trust, or welfare trust.

Sec. 21.55.150. STATE PLAN PREMIUMS, (a) The association may not charge a rate
for coverage issued by or through the association that is excessive, nadequate, or unfairly
discriminatory.

(b) The association shall use separate scales of premium rates based on age and
geographic location of the insured.

(c) The five members of the association that insure, or have subscriber contracts with,
the largest number of individuals in the state under plans with benefits substantially equivalent
to the state plan benefits shall submit to the association an estimate of the rate that would be

actuarially sound for a person who is a standard risk for coverage substantially equivalent to the
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state plan. The premium for a state plan may not exceed 200 percent of the average of those five
estimates. .
ARTICLE 3. ADMINISTRATION OF PLANS.

Sec. 21.55.200. SELECTION OF WRITING CARRIERS. The association shall develop
bid specifications for members that wish to be selected as a writing canier to administer a state
plan. The selection of the writing carrier shall be based upon criteria including the member’s
proven ability to handle a large number of health insurance cases or subscriber contracts, efficient
claim paying capacity, and the estimate of total charges for administering the plan.

Sec. 21.55.210. DUTIES OF WRITING CARRIERS, (a) The writing carrier shall
perform the administrative and claims payment functions required by this section. The writing
carrier shall provide these services for a period of three years, unless a request to terminate is
approved by the director. The director shall approve or deny a request to terminate within 90
days of its receipt. A failure to make a final decision on a request to terminate within the
specified period shall be considered an approval. Six months before the expiration of each three-
year period, the association shall invite submissions of policy forms from members of the
association, including the writing carrier. The association shall follow the provisions of
AS 21.55.210 in selecting a writing carrier for the subsequent three-year period.

(b) The writing carrier shall provide to all eligible persons enrolled in a state plan an
individual policy or certificate, setting out a statement of the insurance protection to which the
person is entitled, with whom claims are to be filed, and to whom benefits are payable. The
policy or certificate must indicate that coverage was obtained through the association.

(c) The writing carrier shall submit to the association and the director on a quarterly basis
a report on the operation of the state plans. Specific information to be contained in the report
shall be determined by the association.

(d) Claims shall be paid by the writing canier and shall indicate that the claim was paid
under a state plan. A claim payment shall include a telephone number that can be used for
inquiries regarding the claim.

(e) The writing carrier shall be reimbursed from the state plan premiums received for its
direct and indirect expenses for administering the plan. Direct and indirect expenses shall include
a pro rata reimbursement for that portion of the writing carrier’s administrative, printing, claims

administration, management and building overhead expenses that are assignable to the
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New Text Underlined [DELETED TEXT BRACKETED]



© 00 N oo o A W N

W W RN N DN N NN NN NN P 2 P R e opm R
mF O © ©® N o O KB W N B O © ® w o o0 B oo BB

maintenance and administration of the state plans. The association shall approve cost accounting
methods to substantiate the writing carrier’s cost reports consistent with generally accepted
accounting principles. Direct and indirect expenses may not include costs directly related to the
original submission of policy forms before selection as the writing canier.

(F) The writing carrier shall at all times “vhen carrying out its duties under this chapter
be considered an agent of the association.

Sec. 21.55.220. OPERATION OF THE PLAN., (a) Upon notification of eligibility under
AS 21.55.320, a person may enroll in a state plan by payment of the appropriate state plan
premium to the writing carrier.

(b) An employer that has in its employ one or more eligible persons enrolled in a state
plan may make all or a portion of a state plan premium payment directly to the writing carrier.

(c) Each member of the association shall share the losses due to claims expenses of the
state plans issued or approved for issuance by the association, and shall share in the operating
and administrative expenses incurred or estimated to be incurred by the association incident to
the conduct of its affairs. Claims expenses of the state plan that exceed the premium payments
allocated to the payment of benefits shall be the liability of the members. Each member shall
share in the claims expense of the state plans and operating and administrative expenses of the
association in an amount equal to the ratio of the member’s total fees for subscriber contracts or
total health insurance premiums, received from or on behalf of state residents, as divided by the
total subscriber fees and health insurance premiums received by all members from or on behalf
of state residents, as determined by the director.

(d) The association shall make an annual determination of each member’s liability, if any,
and may make an annual fiscal year end assessment if necessary. The association may also,
subject to the approval of the director, provide for interim assessments against the members as
may be necessary to assure the financial capability of the association in meeting the incurred or
estimated claims expenses of the state plans and operating and administrative expenses of the
association until the association’s next annual fiscal year end assessment. Payment of an
assessment is due within 30 days of receipt by a member of written notice of a fiscal year end
or interim assessment. Failure by a member to tender to the association the assessment within
30 days shall be grounds for revocation of a member’s certificate of authority. A member that

ceases to do health insurance business in the state, or ceases to offer subscriber contracts in the
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state, due to revocation, suspension, or voluntary surrender of its certificate of authority remains
liable for assessments through the calendar year that the health insurance business ceased. The
association may decline to levy an assessment against a member if the assessment would not
exceed $10. Assessments paid by a member are a general expense of the member.

(e) Net gains, if any, from the operation of the state plans shall be held at interest and
used by the association to offset future losses due to claims expenses of a state plan or allocated
to reduce state plan premiums.

ARTICLE 4. ENROLLMENT IN THE STATE HEALTH INSURANCE PLAN.

Sec. 21.55.300. ELIGIBILITY FOR STATE HEALTH INSURANCE, (a) Except as
provided in (b) of this section, a state resident who is a high risk is eligible to enroll in a state
plan described in AS 21.55.100.

(b) A person may not be covered by the state plan while covered by another health
insurance policy or subscriber contract. Upon ceasing to be a resident a person is not eligible
to purchase or renew coverage under a state plan, but previously purchased coverage remains in
effect for the period covered by payments made while a resident.

(c) Additional eligibility requirements may not be imposed by the director, the
association, or a writing carrier.

Sec. 21.55.310. ENROLLMENT BY AN ELIGIBLE PERSON. A person may enroll in
a state plan by applying to the writing carrier. The application must include the following:

(1) name, address, age, and length of residency of the applicant;
(2) a designation of the plan desired, including deductible option chosen;
(3) information relevant to whether the person is a high risk.

Sec. 21.55.320. WRITING CARRIER’S RESPONSE. Within 30 days afterreceiving the
certificate described in AS 21.55.310, the writing carrier shall either reject the application for
failing to comply with the requirements of AS 21.55.300 and 21.55.310 or forward the eligible
person a notice of acceptance and billing information.

Sec. 21.55.330. EFFECTIVE DATE OF POLICIES, (a) Except as provided in (b) of
this section and AS 21.55.130(c), insurance under a state plan is effective immediately upon
receipt of the first quarterly premium, and is retroactive to the date of the application, if the
applicant otherwise complies with the requirements of this chapter.

(b) Insurance under a state plan is effective retroactively to the date that the person’s

-11- HCS CSSB 74(FIN)
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previous contract or policy terminated if the person

(1) applies for a state plan within 60 days after the previous contract or policy
terminated,;

(2) is accepted by the writing carrier; and

(3) pays a specified premium for the period of retroactive coverage.

Sec. 21.55.340. SOLICITATION OF ELIGIBLE PERSONS, (a) The association, under
a plan approved by the director, shall disseminate appropriateinformation tothe residents of the
state regarding the existence of the state plans and the means of enrollment. Means of
communication may include use of the press, radio, and television, as well as publication in
appropriate state offices and publications.

(b) The association shall devise and implement means of maintaining public awareness
of the provisions of this chapter regarding the state plans and shalladminister this chapter ina
manner that facilitates public participation in the state plans.

(c) A person may not sell or market a qualified state plan unless the person is acting
within the scope of a license issued in this state.

(d) An insurer or hospital or medical service corporation that rejects or applies
underwriting restrictions to an applicant for a subscriber contract, a health insurance policy, or
a Medicare supplement plan in the state shall notify the applicant of the existence of the state
plans, the requirements for being accepted, and the procedure for applying.

ARTICLE 5. GENERAL PROVISIONS.
Sec. 21.55.400. DUTIES OF DIRECTOR. The director may
(1) approve the selection of the writing canier by tho association and approve the
association’s contract with the writing carrier including the coverages and premiums to be
charged,;
(2)contract with the federal government or another unit of government to ensure
coordination of the state plans with other governmental assistance programs;
(3) undertake directly or through contracts with other persons studies or
demonstration programs to develop awareness of the benefits of this chapter, and
(4) adopt regulations necessary to administer this chapter.
Sec. 21.55.410. STATE NOT LIABLE. The state is not liable for acts or omissions of

the association or a writing carrier under this chapter, nor is the state liable for payment of a
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claim under a state plan issued by a writing carrier.
Sec. 21.55.500. DEFINITIONS. In this chapter

(1) "association” means the Comprehensive Health Insurance Association created
in AS 21.55.010;

(2) "copayment” means the portion of the eligible expenses, in excess of the
deductible, for which the insured is responsible;

(3) "deductible™ means the portion of eligible expenses for which the insured is
responsible in each calendar year under AS 21.55.120(a);

(4) "health insurance”™ means an individual or group contract or other plan
providing coverage of health care services that is issued by a health insurance company, a
hospital service corporation, a medical service corporation, or a health maintenance organization;
"health insurance"” includes disability insurance under AS 21.12.050;

(5) "home health agency services" means any of the following services provided
upon recommendation of a licensed physician as part of a treatment plan;

(A) intermittent or part-time nursing services of a registered professional
nurse or a licensed practical nurse, that are provided to a person under the continued
direction of the person’s physician and within the limitation of the nurse’s license;

(B) nursing services that are provided to a person at the person’s
residence, including a residential care facility or adult boarding home; a hospital, skilled
nursing facility or intermediate care facility is not considered a residence;

(C) home health aide services that are prescribed by and under the
continued direction of a physician and supervised by a professional nurse;

(D) home health aide services that are provided to a person at the person’s
residence, as described in (B) of this paragraph;

(E) physical and occupational therapy services, speech pathology, and
audiology services that are prescribed by a physician and provided to a person by or
under the supervision of a qualified practitioner, these services may be provided to a
person who is a patient in an intermediate care facility or skilled nursing facility;

(6) "hospice services" means services provided under a coordinated comprehensive
program of palliative and supportive care on a 24-hour, seven days per week basis for persons

who have been diagnosed as terminally ill and their families by an interdisciplinary team of
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professionals or volunteers under an incorporated central administration that has a physician as
medical director;

(7) "major medical coverage” means a health insurance contract, or a subscriber
contract, that provides benefits for hospital and medical care with potential lifetime maximum
benefits per insured of at least $10,000;

(8) "medical social services" means services rendered the patient under the
direction of a physician by a qualified social worker holding a master’s degree from an accredited
school of social work, including assessment of the social, psychological and family problems
related to or arising out of the covered person’s illness and treatment, appropriate action and
utilization of community resources to assist in resolving the problems, and participation in the
development of treatment for the covered person;

(9) "resident" means a person who is physically present in the state, has lived in
the state for at least the 12 consecutive months immediately preceding application for a state
plan, and intends to remain permanently in the state; "resident” also includes a person who is not
physically present in the state if the person lived in the state for at least nine of the 12 months
immediately preceding application for a state plan and the person’s absence from the state is for
medical treatment or education; a person ceases to be a resident if the person is absent from the
state for more than 90 consecutive days for reasons other than for medical treatment or education;

(10) "residents who are high risks™ means residents who

(A) have been rejected for medical reasons after applying for a subscriber
contract, a policy of health insurance, or a Medicare supplement policy by at least two
association members within the six months immediately preceding the date of application
for a state plan; medical reasons may include preexisting medical conditions, a family
history that predicts future medical conditions, or an occupation that generates a frequency
or severity of injury or disease that results in coverage not being generally available; or

(B) have had a restrictive rider placed on a subscriber contract, a health
insurance policy, or a Medicare supplement policy that substantially reduces coverage;

(11) "state plan" means a policy of insurance offered by the association through
a writing carrier,

(12) "usual, customary, reasonable, or prevailing charge” means the charge for

a medical care procedure, service, or supply item that is the lowest of the following amounts:
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(A) the billed amount for the medical service provider’s actual charge;
(B) the charge usually made by that provider for performing that procedure

or service or for providing the supply item; or
(C) the customary charge, based on a profile of charges made for the same
medical ;)rocedure, service, or supply item in the same geographical area by other
providers that have performed the same procedure or service or can provide thesame

supply item;
(13) "writing carrier" means the insurer or insurers selected by the association and
approved by the director to administer a state plan.
* Sec. 3. The association established by sec. 2 of this Act shall make availableto residents the plans
required by AS 21.55.100, enacted in sec. 2 of this Act, by January 1, 1993.
* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).
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This bill will help that portion of the uninsured who can afford
higher cost health insurance but are denied adequate coverage. It
will help these individuals avoid financial ruin and the indignity
of Incurring bad debt which i1s currently being shifted to all those
who currently have insurance. It will allow the uninsurable to

purchase health insurance and thus to act responsibly.

Aladai..., like others nationwide, are being dropped from insurance
or denied coverage. Others have exclusion riders placed on their

policies. All these people would qualify for this high risk pool.

Summary CS for SB 74 (HESS)

Comprehensive Health Insurance Association: The high risk insurance
will be provided by an association of private health insurers who
form a pool to provide high risk health insurance to Alaskans.
Health insurers and medical service corporations are members of the
Comprehensive Health Insurance Association as a condition of doing
business iIn Alaska. The Board of Directors of the Association
contracts with an insurer to pay claims and administer the plan.
The Board is made up of 5 iInsurers selected by members, and two

consumers appointed by the Director of the Division of Insurance.

Benefits: The plan will provide full major medical coverage or
medicare supplement coverage to those denied insurance by two

INnsurers.



Premiums: Premiums for the high risk health insurance will cost up
to twice the 'average™ standard risk premium rate ((200% cap) to
cover the excess risk. At this premium level, losses are unlikely,

especially i1n the early years.

Financial Back-up: If there are any losses, 1Insurers in the state
will be assessed in proportion to their share of premiums written
in the State. Nationally assessments from mature plans with 150%
premium caps average 1% of premiums. By changing the premium cap
to 200%, assessments to Insurers are expected to be far less. There
will be no fiscal impact in the first year of operation (FY 93) and

assessments to iInsurers after that are likely to be very minimal.

Pre-existing Conditions: Those with medical conditions who have had
their i1nsurance involuntarily terminated, or who have lost coverage
when they changed jobs, will have continued coverage of pre-
existing conditions. This iIs a very important provision which give
Alaskans who are currently insured the security they need that they

can get insurance should they loose coverage.

The high risk pool will be offered and managed by private
enterprise with oversight by the division of insurance as iIs done
for other private 1insurers. The Comprehensive Health Insurance

Association must report back to the legislature every three years.



The Problem

More and more Alaskans are being refused iInsurance because of a
medical condition such as an iInjured knee, diabetes, cancer, or a
chronic ear iInfection. Those In occupations that are hazardous,
more likely to make claims, or iIn occupations that have high
turnover are also excluded. Fry cooks, i1ron workers, and the clergy
are examples of those who are excluded by some insurers. They are
on 'no quote lists'. Between 1/4 and 1/2 of all policies have
riders that exclude coverage of a condition such as diabetes or
heart disease. Others are dropped from insurance when they develop

a medical problem.

In your packets you will find 8 consumer report article which

describes this problem well.

Model Legislation Enacted in Other States

Senate Bill 74 is based on the National Association of Insurance

Commissioners Model Legislation.

The twenty six other States that have enacted high risk pools based
on the National Association of Insurance Commissioners model
include Washington, Oregon, Califormia, New Mexico, Utah, Montana
and Woming, as well as many mid-western, southern, and eastern
states.



Correction of the Negative Impact of Metrical Underwriting

High risk insurance is supported by many in the insurance iIndustry
because 1t corrects many of the Injustices created by the
competitive practice of insuring only those of lower risk of health

problems.

Enclosed in your packet you will find a letter from the Southern
Alaska Life Underwriters Association Legislative Comittee. It
states that the association strongly supports SB 74 because it
"provides a Tiscally responsible mechanism to guarantee these
Alaskans coverage.' "These people fall through the cracks because
they eirther make too much money or have too large a net worth to
qualify for Medicaid".

Why 1t is Needed

This bill will prevent individuals from having to bankrupt their

family or small business iIn order to pay for needed medical care.

Alaskans need to know that they can change jobs and still get
health Insurance that covers pre-existing conditions. They need the
security that they can get and keep health insurance even though
they or a family member may develop a serious health problem. It
Is time we remove Alaskans” fear of losing their health Insurance

coverage. This situation has gone on too long. Senate Bill 74 will



guarantee that health insurance will be available for purchase to

Alaskans.

The suffering and delay of needed care has got to stop. Alaskans
should not have to stay home, suffering, because they are denied

health Insurance when they need it most.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(007) 465-3867 or 465-2450

FAX (907) 465-2029 240 Main Street, Suite 500
Mail Stop 3101 Juneau, Alaska 99801-2101
MEMORANDUM May 5, 1992
SUBJECT: Pooled Health insurance - CSSB 74 (HES) am
TO: Senator Jay Kerttula
MAY 05 1992
FROM: Michael F. Ford/#4\ -/

Legislative Counsel

The following is a sectional analysis of CSSB 74 (HES) am:
Section 1 - Purpose.

Section 2

Sec. 21.55.010 - Establishes the comprehensive health insurance association and
provides that membership in the association consists of certain insurers.

Sec. 21.55.020 - Establishes the board of directors of the health insurance association
and provides for voting rights of members.

Sec. 21.55.030 - Establishes the general powers of the association.

Sec. 21.55.040 - Requires the association to submit a plan of operation. Establishes
specific items that the plan of operation must include.

Sec. 21.55.050 - Exempts the association from the Administrative Procedure Act.

Sec. 21.55.060 - Provider, that the association is exempt from taxation, except for taxes
on real or personal property.

Sec. 21.55.100 - Requires the association to make insurance available to residents who
are high risks. Specifies the type of deductible to be offered and requires that a
medicare supplement plan also be provided to certain residents.



Senator Jay Kerttula
May 5, 1992
Page 2

Sec. 21.55.110 - Establishes the minimum benefits that must be offered under a state
health insurance plan. Establishes a maximum lifetime benefit of $1,000,000 per

individual.

Sec. 21.44.120 - Establishes the deductible and copayment amounts for a state health
insurance plan.

Sec. 21.55.130 - Limits the use of a preexisting condition to exclude coverage under
state health insurance.

Sec. 21.55.140 - Establishes that certain care and benefits are not covered.
Sec. 21.55.150 - Provides that premium rates for state health insurance may not be
excessive, inadequate, or unfairly discriminatory. Requires that premium rates be

based on the age and geographic location of the insured. Limits the amount that can
be charged as a premium.

Sec. 21.55.200 - Establishes criteria for selection of a writing carrier.

Sec. 21.55.210 - Provides the duties to be performed by the writing carrier and
provides for reimbursement of expenses.

Sec. 21.55.220 - Provides for enrollment, for sharing losses, and for determining each
member’s liability.

Sec. 21.55.300 - Provides that a state resident who is a high risk is eligible to enroll
in the state insurance plan. Prohibits enrollment if other coverage exists.

Sec. 21.55.310 - Specifies the procedure for enrollment and the contents of the
application.

Sec. 21.55.320 - Requires acceptance or rejection of an enrollment application within
30 days.

Sec. 21.55.330 - Estabh'shes the date that insurance will become effective.

Sec. 21.55.340 - Requires the association to solicit eligible persons for enroliment, by
increasing public awareness of the state health insurance plan.

Sec. 21.55.400 - Establishes the duties of the director of the division of insurance.
Sec. 21.55.410 - Provides that the state is not liable for acts of the association.

Sec. 21.55.500 - Definitions.



Senator Jay Kerttula
May 5, 1992
Page 3

Section 3 - Requires the association to make insurance available to eligible residents
by January 1, 1993.

Section 4 - Effective date.

MFF:pl
92-327.plm
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In the U.S.. the ticket to health care is insurance. If you
are in good health and have a well-paying job with a
large arm. chrnces are you have a ticket, and your
employer pays for it But if you work for yourself, have
a low-paying job. or are sick, chances are you'll have to
pay for the ticket yourself—if you can buy one at all.

Tickets are becoming harder to get. Between 31 mil-
lion and 37 million people have no health insurance,
either because they can t afford it or because insurance
companies refuse to sell them a policy at any price.

Others iose their tickets. People who once had insur-
ance may suddenly' find themselves without it when
employers discontinue health-care coverage or go out of
business: or when insurance companies cancel policies
or become insolvent.

Millions more have no protection against a cata-
strophic illness. They may have some insurance, but
lack coverage for the very conditions that will one day
require unusuaily heavy expenditures.

"Ifthe employed population knew how vulnerable they
were, they’d be up in arms demanding national health
insurance." says Bonnie Burns, a counselor with Califor-

W HO LOSES IT?

nia's insurance counseling program. “Most of these peo-
ple are three paychecks away from disaster."”
The health-insurance crisis is a fairly recent phenome-

v non. At the beginning of World War U. few Americans

"owned a health-insurance policy. As recently as 1965,
most had coverage only for hospital stays. The health-
insurance system as we know it today evolved in the
1960s and 1970s. Under that system. woicers came to
expea their employers to supply medical coverage for
them, with employers and employees splitting the cost.

That worked well for a while. More workers had
health insurance, and their coverage broadened to
include doctors' visits, prescription drugs, and even
treatment for mental illness. But now the system
stitched together over the last 50 years is unraveling,
and people are being deprived of needed health care.

In this, the first of a two-part report, we look at why
people lose their health coverage, and we rate the major-
medical and hospital-surgical policies that are available
to individuals— a temporary remedy for some people.
Next month we will examine some possible cures for
the health-insurance crisis.

eople without health

insurance include men

and women who work
_____ for small businesses, the
self-employed, part-time workers,
young people just starting their
careers, the disabled, the divorced,
and those taking early retirement
but still too young for Medicare.
Some of the uninsured are also
poor. Medkrdd, the Federal and
state program that covers medical
expenses for the indigent, currently
pays the bills for only 38 percent of
the nation's poor.

CONSUMER REPORTS AUGUST 1990

People without health insurance
may not get medical care. One mil-
lion families earh year try to obtain
care when they are sick, but cannot
afford to pay for it Even if they are
not ill. people without insurance
postpone preventive care untilmore
costly treatment is necesury— or
until Ifs too late.

Two-thirds of all people with
hypertension foil to have their dis-
ease controlled, largely because
they can't afford mediations. Half
of those with hypertension haven't
seen a doctor within the put year.

W HATHAPPENS?

A Roper poll has found thatthe pro-
portion of Americans going to doc-
tore in any one month has fallen to
a 15-year low.

Women are particularly at risk.
Uninsured women are much less
likely than insured women to have
screening tests for breast and
cervical cancer or for glaucoma. If
they are pregnant, they often do
without prenatalcare. Some five m #
lion women between the ages of 15
and 44 are covered by private
health-insurance policies that don't
include maternity coverage.
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