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FISCAL NOTE ATTACHMENT 2-25-91
SB 73

Sec. 21.55.060 prohibits Medicaid recipients from participating in
the 1insurance offered under SB 73. In our view, it would make
little fiscal sense not to exclude the few Medicaid recipients who
would qualify as plan eligibles, as each person who has, 1if even
for a short period of time, overlapping dual coverage would result
in the state plan making some payments in lieu of Medicaid
payments. -This would produce small Medicaid program savings, but
would result in the loss of the 50% federal funds employed in the
Medicaid program.

Even with this prohibition, there may be a small number of persons
for whom the plan may pay for medical expenses which could have
been paid for by Medicaid. Medicaid provides for coverage of
unpaid medical bills for a period of up to three months prior to
the month of application, provided that the recipient would have
been eligible in any of those months and that unpaid bills exist
for covered services provided in that month. Anyone who had bills
paid by the plan during this retroactive Medicaid period would not
have Medicaid payment for these bills.

The Medicaid application provides none of the information that is
necessary to determine whether a recipient would be a plan
eligible, and even 1if it did, we would be unable to accurately
assess the average costs such potential dual eligibles might shift
from Medicaid to the plan (and therefore the savings to the
Medicaid program). Therefore, this fiscal note presents no
calculation of potential savings from this cost shift.

For many years, staff 1in public assistance programs have seen
applications being made by people who have had to quit their work
in order to qualify for medical assistance when they or their

dependents have become seriously ill. Similarly, we also see
people who have left assistance for full employment having to
return to the rolls to regain medical coverage. (This latter

phenomenon occurs despite up to a 12-month post-employment coverage
available to some Medicaid recipients under federal law.) While
we cannot quantify this cost-avoidance effect SB 73 would have on
Medicaid for these cases, there 1is no question that there SB 73
would produce some beneficial effects on some of our clients, past
and future and or. the program®s expenditures.
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OPERATING FY 92
PERSONAL SERVICES 200.5
TRAVEL 21.3
CONTRACTUAL 50.6
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POSITIONS:

FULL-TIME 3
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FISCALNOTE-SB 73

ANALYSIS:

SF[K 73 would establish a one r?/ea,r |IotE Lth Insu ancerjectma? all
ask? community. The authority esta |s edmt % 9sat|on wci monitor
the % 0t pro fctf rstateW|de aP ab|l|t and feasibility. That ﬁprmect
wou take ace In.a communi eret ere |s one resrdent hos |ta h
osrﬁnta and_physicians would a 0% discount to mgmbers of the

e to offer a 2
Bopu aTlf(l)%pnot community wourqd %ave a higher than average uninsured

The following assumptions have been used in arriving at the fiscal impact of this
legislation:

0 The seven- membeJ board would have five meetings in Juneau,
each of two days’ duration, including travel.

0 ThetPreeR bI|cempI03/ee members would be Juneau-based and,
therefore, hot subject to travel and per diem.,

0 Theinsurance industry representative would be from Seattle.

0 The health car row er representati eandenrolleﬁ
re resentatlve d be based on An chorage since the selected

co munlty IS unk I’]OWﬂ

0 The travel for the Executive D|rector is based on Anchorage

since the selected commumteyf Bown SIX trips for
negotiation + monitoring are planne

* TetoVRrAbI, DUt here 8 o way to qUantly the amount

0 The auth0r|t¥ administration is bare bones consisting of an
Executive Director, Deputy Executive Director, and & Secretary.

0 The autnorlt and its adm|n|strat0[swnlneed assistance in .
fabHS #nlg at es and Travel o a represenfative state is
Hanne orthe Executive Director. Two trips of five days’
uration to Denver, Colorado.

0 Three work stations at $15.0 and a file cablneéat 36 Three
PC’s, software, and a letter quality printer at $14

9050D/030491a
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MAY i i99]j

Alaska State Legislature

S egna te Pouch V
. . State Capitol
Official Business Committee on finance Juneau, Alaska 99811
MEMORANDUM
TO: Senator Pearce, Chair

Senate Labor & Commerce Committee
FROM: Senator Kerttula

SUBJ: Senate Bill 73 & 74'
Health Insurance

DATE: April 26, 1991

Thank you for postponing the scheduled hearing on Senate Bill
74. | would appreciate it if you would reschedule both Senate Bill
73 and 74. Thank you.

iKkh



Alaska State Legislature

pP.O. Bov V
State Capitol
Official Business Juneau. Alaska 99811

MEMORANDUM

TO: Senator Drue Pearce, Chair
Senate Labor and Commerce
Committee
FROM: Senator Jay Kerttula
SUBJ: Senate Bill 73 --

Health Insurance

DATE: January 30, 1991

| would appreciate your scheduling Senate Bill 73, relating to
health insurance.

Senate Bill 73 provides for the creation of a state health
insurance authority whose purpose is to provide a program of health
insurance coverage for state residents who are not otherwise
covered. The focus of Senate Bill 73 is to expand the availability of
affordable health insurance to all Alaskans. Currently, consumers
in Alaska are paying higher health care costs resulting from so many
Alaskans being uninsured. The purpose of this bill is to reduce
health care expenditures, by expanding health insurance coverage.

Three-quarters uninsured Alaskans live in families of
employed workers, and more than half of this group live in families
of full-year, full-time workers. This bill would provide low-cost
employee and individual health insurance to people who are currently
delaying health care unll their health problems become severe.
Uncompensated care of severe health problems then becomes an
expensive proposition for all Alaskans, the insured as well as the
uninsured.  This bill has been modelled on several different
approaches which have been used in other states and municipalities.



One major cost-containment provision contained in Senate Bill
73 is that the health insurance plan shall emphasize preventative
and primary care by requiring nominal copayments for that coverage,
and shall de-emphasize expensive hospital stays by requiring a large
deductible and copayment for that coverage. Another cost-
containment provision is that the entity is given the authority to
negotiate with hospitals in the state to obtain a discount on charges

for inpatient and outpatient care. A further cost-containment
provision is that this insurance will only be available for low-risk
individuals. | introduced a separate bill, Senate Bill 74, which will

focus on high-risk health coverage.

The point of these cost-containment mechanisms in the bill, is
that the cost of the premium will be lowered, and that any state
subsidy will be minimal. Under this bill, the schedule of premium
contributions, copayments, etc., must require enrollees to pay 100
percent of the premium contributions if their income substantially
exceeds the nonfarm poverty guidelines of the United States Office
of Management and Budget.  Otherwise, the schedule of
contributions will be based on a sliding scale depending upon family
income, size, and other appropriate factors.

| have attached further information for your consideration.



Information provided by Senator Kerttula:

SENATE BILL 73 and SENATE BILL 74
BACKGROUND

The common goals of Senate Bill 73 and Senate Bill 74 is to
expand insurance coverage among Alaskans through a combination of
forming new large groups of insured, lowering insurance costs and
public and private subsidization of a portion of premium costs for
low income Alaskans. Other states' initiatives to expand health
insurance coverage have focused on the same three approaches which
are structured in SB 73 and SB 74.

1) Forming new large groups or including more people in
existing groups, under the assumption that the same insurance
product will be less costly and more accessible in a large group than
in a small one. Some state insurance pools provide comprehensive
coverage, some offer catastrophic protection only. Senate BIill 74
would establish a high-risk health insurance pool.

2) Public or private subsidies to further reduce costs for the
individual employer or employee.

a) Private Subsidy: One very common form of private
subsidy in state and local initiatives is substantial discounting by
providers.For example, hospitals in Flint, Michigan have reportedly
agreed to accept 20 percent lessthan the customary Medicaid
reimbursement levels for their Health Care Access Project. Senate
Bill 73 has a provision authorizing the Health Insurance Authority to
contract with hospitals for lower rates.

b) Eiibtie Subsidy: While private subsidies and
donations can lower premium costs somewhat, the sizeable gap
between the cost of coverage and the available resources of
currently-uncovered workers (and their employers) has led many
developers of state and local initiatives to conclude that it will be
impossible to make a real dent in the employed uninsured problem
without using public subsidies. For example, in Maine’s Robert Wood
Johnson Foundation-funded program, the state will provide subsidies
for small employers unable to meet the full cost of premiums, and
will also subsidize the premiums of individual enrollees, using a



sliding fee scale based upon income andassets. SB 73 takes the
sliding fee scale approach.

3) Changing the Product or its Delivery to design a special, less
expensive, product or delivery mechanism in order to make coverage
more accessible to employers and their workers.  One approach is to
focus on primary and preventative care, omitting or discouraging
more expensive services such as inpatient care. The rationale is
that providing preventative and primary care is less expensive, and
will result in healthier patients. Plans in Alabama, Denver, and
Utah emphasize preventative or primary care, but offer inpatient
care as well. For example, the Denver plan is expected to provide

broad primary care coverage. Thisis an approach taken in Senate
Bill 73.

The major advantage of a plan which restricts coverage to
special products is that it can be much less expensive than a
traditional comprehensive package. For those who cannot afford the
higher premiums associated with a richer package, a limited product
plan with low cost premiums may be the answer.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA

o 405-3367 or 4653450 | O outt Plaza, Bo0m 500
/VLV (007) 405-2029 Ma’il Slop 3101

MEMORANDUM January 24, 1991

SUBJECT: Health insurance - SB 73 (7-LS0009/A)

T0: Senator Jay Kerttula

FROM: M|ch?el FoFord jr

Legisiative Counsel

The following is a sectional analysis of SB 73;

Section 1 - Findings and purpose.

Section 2

Sec., 215500 Establishes the health insurance authority and provides that the
Etatgoseo eaui] ority s t oprowae hea? |nnsu rance t oyel?gl%g & residents p

B P A

Sec. 21,95.030 - Estabhéhes an executive director of the authority, qualifications for
the position, and provides certain powers.

Sec..21.95.040 - Establishes a deputy executive director of the authority, and the
quahg cat|5ons for an A i?es 0f hg pgm tion, ! thonty

Sec. 21.55.050 - Establishes the general powers of the authority.

Sec. 2195, 060 Requir es the authority to provide health caemsu ance by urchasmg
msu(a@ce fro g fvat msur[ar%ecompany an( m% In #e Insuranc gove 3
avallable oeg residents of the state. Requires the aUthority to provide ’%; R
health insurance to certain ?mpoy s, Establishes condmons for group fealt
msurance premiums and enrollmen



Senator Jay Kerttula
January 24. 1991
Page 2

Sec. 21.55.070 - Requires the authority to purchase insurance and establishes specific
criteria concerning the health insurance provided to eligible residents and employers.
Establishes minimum benefits that must be provided.

Sec. 21.55.075 - Establishes a premium subsidy for certain employers.

Sec. 21.55.080 - Establishes the health insurance fund. Provides that the fund consists
of appropriations by the legislature and is used to purchase state health insurance.

Sec. 21.55.090 - Definitions.

Section 3 - Requires the health insurance authority to establish certain procurement
procedures.

Section 4 - Exempts contracts of the authority from the procurement code
(AS 36.30).

Section 5 - Places employees of the authority in the exempt class.

Section 6 - Provides that the conflict of interest law (AS 39.50) applies to the
authority.

Section 7 - Requires state health insurance coverage to be provided on a phase-in
basis designed to test the relative advantages and disadvantages of different plans.

Section 8 - Creates a commission on health insurance reform and provides duties for
the commission. Requires recommendations from the commission be made by
October 1, 1992 and a final report by November 15, 1992.

Section 9 - A transition section regarding the terms of board members of the
authority.

Section 10 - Repeals the law establishing the commission on health insurance reform.
Section 11 - Effective date.

MFFrmi
91-013.mai



February 2, 1991
Drue -
Met with Rick Urion yesterday on SB73, SB74 & SB84.

His clients are not hot on any of these bills...
*Called Health Containment Task Force a farce
*Has problems with anyone setting provider rates
*Thinks that Eliason opposes all three
*Public employers need to control cost of HI benefits but

should be through employee negotiation and cost sharing

ASuggested that Duncan has Malek wired for exec director of
HI Authority and so questions validity of Malek®s opinion.
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SB 73: "An Actrelating to health insurance; and providing for an
effective date."

SB 73 would create a HeaIth | surance Authon |(HIA ) in the Daeé)artment of
Commerce and Economic Development. Authority Is to prov) grog a
of health insurance for eligible re3|dents who are not covered by a health

Insurance plan or program.

SB 73 seeks to resolve the unavailability of adequate health care insurance. b

creatlnq a state authont I-”(A to address.the issue. It does this by u&nlzm
econom es o scal |nt e bu urchase of insurance for individuals ana sma

Idizing th cost coverage. It appears that this a roac
a %)s t?t Y [alt?t gcre(flt of t%e state behind P Rfan 0( gro%r r%
eve R It also esta lishes a temporary commlssm K ealth
Insuranhce reform.

The De rtmené of ComTe and. Economic DeveIopment does not have
g ic % actuarial information that wou’1 enanle 1t 1o attemn an
eva tion of the cost 0 t IS Ie%|slatni It Is neither possib] ?for cas
anP/ gersons and rou s 8 themﬁelves of an avallab e subsidy nor
what land of experience arise from such a group

The Departmenﬁ of Commerce and Economic Development capnot take a
gosmon on this ﬂ|slat|on until more con)cﬂete pricing data can be developed
nd the following changes are made in the

1. Move Section 2 of the bill from Title 21 to another Title,

Moving Section 2 of the bill to another Title would avoid confljct
W|t t?e content and purpose o?THPeZl TlttN 2115, designed gor
the reﬁu atloné) the husiness of, msurance Sect|on2 on the

esigned as a Prow er.or urc aser mech an|sm

Tnese uncglons é ?l to be In co fllct n] aﬂt other.
requlator of provider urchaserme anlsmss ould not eagart

mechanism. It 1S that these provisions he
[aced In 1Q|t$e 45 recon m ended P

2. ClarifvLthejreserve fund mechanism.

It is not clear how HIA will Re able to " ntal H}udent level
?fr serve funds tg protect t e so ven Y msurancg
as re uired 'in Sec 21, | ction. wou

necessang 0SS ljsca years \g woudc? confﬁct with the

constitutional prohibition” for dedjcated We assume that
monies remalnlng at the end of the fiscal year would be subject
to reappropriatio

t



POSITION PAPER -SB 73

Page 2
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ExpamLcomposition of the Commission on Health Insurance
T

he Commission on Health Insur%nce Reform is comprised of the
following Iinterests appointed by the governor:

A. a hospital or medicgl service corporatign (the only one we
cg?/peolrsé%? Cross of Washington and Alaska, a Wdshington

a representative of the Department of Law,
a representative of health care consumer groups,

D. a represen fatlve of health maintenance organizations (we
are aware ofnone currently in Alaska), and

E. achair.

The major portion of health insurance in this state is written b
commelrma[f Insurers. Their interests should %e Included on thg
Commission.

Correct the definition of "health insurance."

Unde the Alaska Insuranﬁe Law, the corr%ct term of art for
health Insurance is d|sab| |t5y msurance W %
0(6 Jine 1 t ep r4s

|
SZHZOSO In Sec. 2 3 a
"’heat |n,urance mclu |sa t “|nsurance ‘under
3211205 Fc? rea d|sa||t¥ Insurance under
21.12.050 includes 'health insurance’.
Date: H *7/
/dgl8989D
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MAY 6 1991

Box 371365
Wesilla, Ak, 93687
May 2/31

Senator Drue Fear Cé, haii
Senate Labor and Commerce Commivtee PiOe Box V
vuneau .Ak. 398 1)

To find a way to offer the most basic preventive health care for an
uninsured adult in the Mat-Su Valley is often dependent on finding a

compassionate provider* ana even then the service is iimi ted*
A  mammogram may mean waiting for the hospital to offer a sale price
of $65.00* which is still unaffordable to some. Compared to some

states which have come up with some innovative ways to make these
services available we lack the density of ooDu;5tion to make some of
these ideas cost effective. Foe example in Florida the University of
Miami purchased a van and equipped it with a mammography unit and
staffed it with licensed radiology techr.icians.This unit was then
avai (able to offer service to a target popu'ation. The mammograms
were provided at low, or no cost with a maximum charge cf 525.00.1
use this er.amole of what other states are doing to respond to the
need for improved methods of delivering health care to the uninsured
gtftt would not be economically feasible n our sparsely populated

Underwriting insurance for our uninsured population Is much more
feasible in Alaska. The uninsured in Alaska are most likely to go
without any nesi tn care that is not an emergency -~and if it s an
emergency that is just tne beginning of their troubles.

I  would urge vyou to move 53 73 and SS 74 out of committee so that
some action car be taken on this urgently needed health nusrsnce
legisiation.

Sincere vy.

Marj or ie Dampbel |

cc: 3en=tor Jay lertula



HG" R|SKPCH_ EXISTING
SENATEBILL 74 ELAN

ntana's plan $1,000 Deductible
a used to given an
Ineect 1 A,

n Alas

Montana's plan Is
more  restrictive

than 7|oroposed In
SB 74 Montana's
1990 population wes

303, compared to
Alaska's population
of 551,947

SENATE BILL 73
{The SCOPE plan
offered In Denver
Is used to give an

$250 Deductible tor
hospital care. 0
deductible for preventa-
Idea of the poten- tative care. 50% copay,
tial Impact In Alaska. of first $5,000 lor hospital
The SCOPE plan doos care, 100% thereafter. $15
not have a public copayment for Dr. visit, not
subsidy, the proposal a preventative visit. 0 copay,
In SB ™73 would Include  for Dr. preventative visit.
a sliding scale for the  unlimited lifetime benefit
low Income. for under 70. $50,000 lifetime
cost projections are benefit for over 70.
based on a pilot project
In a community of 2,110
with 30% unlnsurod;an
average premium cost of

per nmonth, an average
state subsidy of &0 per
month, per “participant.

PROPOSAL BY SENATOR KERTTULA
FOR EXPANDED AVAILABILITY OF
HEALTH INSURANCE FOR ALASKANS

SB  73/74
ELAN STATE COST

320&’06600 $30,000 Admin,

start-up costs
deductibles.

Premium Cap

of 125%. $1

million lifetime
benefit.

$200,000

Emphasize.

prev. care/
nominal copay,
deemphasize hosp.
care with a

large deductible S
copayment.

Efl.OJEC.IED
INS, IND. COST
No more than 1%

PROJECTED

L]

UVE
{Montana's prem.

schedule * %  of total health ins.

premiums sold.

added costs}

<17 100.60
<24 150.05
<29: 161.87
<34 179.46
<39: 202.18
<44.  229.51
<49.  255.67
<54 284.27

gPremiums based
COPE premiums

+ 35 percent}
<30: 4431
<34 5537
<39 65.58
<44 78.66
<49.  94.se
<54 11447
<50:  139.39
<64 171.95

PRQJ.

20 % discount
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