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The Forum for Social Inventors

[Komsomolskaya Pravda, December 22-25,1988. Translations by Tanya Khotin]

December 22,1988

Fund 708 for Social Inventions
Today, inMoscow, was the firstday ofthe
Forum for Soviet Inventors. The mem-
bership is unusual; never before havecrea-
tors of unique social projects gathered for
their own conference.

W hat |l am bringing to

the Forum

Self-government, self-financing...

These wonderful words, which protect
and heal Life itself, have enteredour daily
life. Enterprising and independent people,
tired of merely their own enthusiasm,
often ask themselves the same key ques-
tion: “How can you self-finance and self-
govern” so that it won't be for the last
time? Meanwhile, the powers thatbe have
joined together, cunningly taking advan-
tageofour initial problemsand theapathy
of the general public in order to stand in
the way of our progressive action.

How can people with good goals and
intentions survive in (his situation?

It is well known that a revolutionary
army forms only in the course of revolu-
tionary activity. There is no alternative.
However, peoplestill ask, “Where are the
hgal rights for revolutionary actions?”

I read in the Foundation of Civil Law
thatcivil rights should arise “from actions
of citizens and organizations, who, al-
though previously not considered lawful,
initiate civil rights and obligations for our
common goals and the essence of civil
law.”

However, the legal basis for direct

revolutionary actions that protect our
honor and dignity has been forgotten. Itis
sad that active free expression was sup-
pressed by the thick net of department”
and inter-departmental acts and instruc-
tions. Protective measures by anonymous
law-makers, prohibiting “everything and
everyone”, have led to extinction of the
spiritofenterpriseandcreativity,andalso
to adopting the “permission system.”
These "protective measures” are exactly
what defeats many of us, individually.
Because of having inhaled the poison of
prohibition from childhood, we automati-
cally wonder whenever we think of a
brilliant, new idea, “ Where can we obtain
permission?"

Try toestablishacopy machine inan
office of a new invemivfe company. We
have all gotte> ;*A to this—in order to
distribute id_" and information, we must
obtain permission. The organized teamof
“permission-givers" always includes a
doctor, a fireman, and a militia-man. And
I won’t even mendon the other levels of
authority.

1 Even inthe eraoiglasnost,a modest
amateur group of long-needie knitterscan
only be created with permission of an
intermediary organizadon.

Involvement of average cidzens has
not been taken into consideration.

Without new information technol-
ogy, our ink pens will remain the shining
example of our deafening "break into the
future". Without broad freedom to unite
into unofficial amateur associadons, we
will never be a civil society.

The prohibiting psychology con-
strainsusatevery step. All unsolved prob-
lems get swept under the rug; the other
"sweepers" find an efficient way to

strengthen a system which not only dis-
courages the intellect, but leads, as the
elders used tosay, to a “rotting of moral-
ity."

I, forexample, neededeighteen years
in order to create (and protect from the
administrative machine of the Novosi-
birsk authorities) a harmless choreogra-
phy society, called ‘Terpsikhora". The
central [Moscow] “sweepers” had threat-
ened local authorities: “We will notallow
substituting culture organizations!” (un-
official for official)

Three years went by before the No-
vosibirsk Fund for Youth Initiative was
up and active.

Today, the number of funds and
centersforyouth initiativesexceeds 100 -
centers for youth initiatives turned out to
be a necessity of life.

During the infamous April period, |
shared with millions of TV viewers the
idea of creating an all-union system of
supporting social inventions or inventors
of new ideas and projects; | talked about
new conceptions of protecting [patent-
ing] intellectual ownership in our coun-
try. The authorities took the show off the
air, never toair again. Higher responsible
persons decided among themselves that
all social inventions were achieved in
1917. And that was enough.

Thanks to Komsomolskaya pravda,
the Fund for Social Inventions was cre-
ated. Its 708 bank account now haj 5
million rubles. That is how our readers
voted for the Fund without prior permis-
sion.

There were many fears. With whom
was this checked? Who did we ask?

I remember Lenin’sthoughtthatwhen
something new is first bom, the old will



remain stronger for some time. It has
always been so in nature and in civilized
society. It is important, therefore, to seize
that period of time and to create a system
tosupport new ideas, a system that would
not allow the new, small beginnings to
die.

When a support system exists, the
sleepy public (made up of potential enthu-
siasts-innovators) suddenly awakens;
millions of people begin to strive for
greater results, rather than only a handful
of super-persons. We will not receive
support from above; it can only be estab-
lished in the course of collaborative work
by the innovators themselves.

Having faith in such collaboradon, |
am going to work today on the Forum of
Social Inventors.

—Gennady Alferenko, special correapon-
' to Komsomolskaya pravda

AWundred 1deas— For People
Yesterday, we announced thata press-
center will be created with the Forum of
Social Inventors. Unfortunately, we did
not have an opportunity to interview the
workers: the press-center turned out to be
the focal point, a real gravitational center
for a huge number of ideas that people
have accumulated over several genera-
tions. The people who work hereare forced
to listen, convince, argue, take notes, and
again, listen..Judging from the hopeless-
ness of competing for attendon with so-
cial inventors, we proposed to the work-
ers of the press-center to cover for them.
"For how long?” they happily cried
out. We looked around, evaluated our
owncapabiliuesand endurance,and prom-
ised: we can hold out foran hour and half.
Ingeneral, tnc process of talking with
inventors has been carefully thought out
andappears fairly simple. A personcomes
in.heishandedaquesdonnaire— hisname,
address, idea's essence, briefdescripuon,
stage of progress..Then the cooperauve
Evrika inputs the data into a computer’s
All-Union Bank of Ideas and Projects.
However, the burcacracy experts—and
inventors, needless to say, are experts—
do not have any respect for the authority
ofpapcr. Itoften happens thatan inventor,
in horror, takes his hand away from the
piece of paper and pracdcally sits on our
ear, talking about his idea for a long and

grueling time, as if he were talking to a
high school flunkic unwilling to learn.

"What is a political party?” asks a
man of short stature, carefully looking us
up and down and evaluating how pre-
paredjournalistsare for thatquestion. “ At
my enterprise, nota single member ofour
party committee could explain it to me at
the party committee meeting.”

"And you explained it to them?"

"Yes! | have a conception of soci-
ety’sdevelopment which can help people
live differently. At least half of the mem-
bers of the party committee made the
decision in favor for it after our discus-
sion."

Inventor Mikhail Dorvolosky is pre-
pared toforetell the future.Unfortunately,
afuturologistisa little known field of spe-
cialization. Mikhail is ready to give his
prognosisofdevelopmentonany, although
limited, area of problems.

"For example?" we asked.

“In Vladivostok, | tried to tell them
the future course of events on several
islands in Kurilsk."

“Whatwas thefateprogno -
sis?"

"Unfortunately, we were politely told
to renounce similar prognoses..."

“How can | get to the Forum?” calls
a Moscow construction worker, manager
of the enterprise.

“Do you have an original idea?”

“I have an idea, but I would first like
to talk with the inventors who were suc-
cessful at getting their ideas through. At
work, perestroika isn’t going anywhere.
The trust is trying to become self-financ-
ing, but the head director is getting in the
way. The workers are not happy. I f these
problems arc notsolved now, all our plans
will be ruined. We are building residence
homes. Who will do theconstructionwork
if people won't profit anymore from
working with us? So | started thinking:
where can we find the strength to break
the bureaucratic machine?”

“Aleksandr Starikov, fromRiga. They
won't allow me to come to the Forum!
They say that if | take off independently,
itwill bean inexcuscd absence from work.
I am asking you to get in touch with the

Ministry of Construction Material Indus-
try. They would have to let me go if | was
invited by the Fund for Social Inventions
of Komsomolskayapravda.."

History textbook..So many argu-
ments on this topic recently! By whom
and how should it be written? The 26
year-old Radik Semenov believes thati:e
has an answer to this question. Together
with the higher research scholars of the
Research Institute. PhDs A. Bliudin and
V. Cherednichenko, he suggests comput-
erizing the humanities and liberal arts.
What is the essence of the idea? All lead-
ing scientists and specialists in some sci-
ence or another put their knowledge into
a special computer program. Some scien-
tific works are also put into the computer,
those of scholars who truly contributed to
the developmentoftheir scienceand lived
anywhere fromtheyearsB.C. toourtime.

The hour and a half flew by without
ournoticing. Twentythreeinventorscalled
the press-center by phone, another nine
came by. This work is enviable.

Directors, Unite!

Komsomolskaya pravda carefully
follows the Association of Young Enter-
prise Leaders. Each day, the organiza-
tional committee of the initiative group
receives letters. They arrive from direc-
tors, chairmen of cooperatives, workers
and engineers, scholars, young commu-

nist league workers, college students, and
even high school students...

“As much as | woulu like, I cannot
consider myselfamong the young—I am
S3 years old. But | like the idea of the
Association.1! is a good thing. But why
must it only unite young leaders? The ex-
perience of the "old" is also useful. The
years of stagnation cost us dearly, and we
would very much like to participate in the
Association.

It can bring so much good, good we
can only dream of today. We could build
a special school for the Association, espe-
cially for leadership training. Enterprises
will be able torecruit their futuredirected
from the school. The school could "sell”
its graduates, providing them with objec-
tive recommendation letters.”

— V. Kvitko, cooperative chairman.
Leningrad



“l am convinced that the Association is
necessary. An enterprise leader in any
area is a difficult job; moreover, this is
perestroika. Asonly a beginning leader,
| need support”

—A. Nikonenko, co-chairman of a
union of diners, Zaporozheskaia oblast

“The Assaociation has to teach, sup-
port help, and protect We need to be
straightforward in saying that we practi-
cally have no instruction for leaders.
Everything comes down to “benefiuing
from experience of elders.” But what if
there are no good examples around you to
follow? In that case, a young leader could
never fully realize himself.”

—A. Baitler, director of a technical
repair enterprise, Omskaia oblast

“Even if the organizing committee
would invite me to participate in (hecon-
ference, | have no certainty that the au-
thorities at my work will let me go. The
invitation will remain in their hands. Tha:
is also one of the ways to fight against
people collaborating.”

—V. Glotov, head of the tram ricpo,
Nabarezhnye Chelny

“1 am not a factory director; | am not
in any way related to industry. But your
articleinkomsomolskayapravda inspired
me to write to you. | believe that associa-
tions such as yours will play the key role
in democratization."

—A. Makhlaev, student, Moscow
region

“1, personally,gotmyselfadirector’s
position. | moved from Moscow to be a
part of a provincial industry that is lag-
ging behind. During the first year, | re-
ceived approximately ten complaints
about my work and the Ministryof Forest
Industry attempted to get me out of the
job. At present, the factory is stabilizing
its work, but it has been in a struggle for
independence with the Ministry o fForest
Industry for nine months now. We need
the Association."

—P. Mirau, director of a factory,
Vologodskaia oblast

Letters were prepared by V. Kudri-
ashov, instructor at the Central Commit-
tee of the Young Communist League.

Attention! Additional information

aboutthe organizational committee of the
Association of Young Leaders:

Scientific coordination of the com-
mittee is managed by G. Popov, profes-
sor, head of the department at Moscow
S tate University, chiefeditor ofthejournal
Voprosy ckonomiki [Questions of Eco-
nomics],

If you would like to help: funds to
support the Association enter the man-
ager’s account #700407 of the Central
Committee of the Young Communist
League, government budget directors of
the Gosbank [state bank] of the USSR
(attru “ Association of Young Leaders™).

Food for thought: Decisions about
nominal financing for the Association
were accepted by ten large centers of the
NTTM.

The constituent assemblywill take
place in the second half ofJanuary, 1989.

For more information, call these
numbers: 206-80-54,206-80-30.

Due to many requests, we arereprint-
ing the clip-out questionnaire to partici-
pate in the constituent assembly of the
Association.

1 What knowledge, experience, or
contacts do you need in your activity?

2. Do you believe that unions or asso-
ciations for business leaders are neces-
sary? Why?

3. HowcouldtheAssociation help your
work?

Please give your full name and age
Major or field ofspecialization in college
Title and place of work

Full name and address of your business

Come With Your Ideas i
December 23, 1988

Yesterday in Moscow, the Forum for
Social Innovatorsof the USSR began...

Social inventors and innovators is a
greatand nearly always an unhappy tribe
of energetic people. What can you do?
But, suddenly itseems that these Decem-
ber days will become a point of departure
for a new epoch—an epoch when bull-
dozers won't ride over new grass.

The press conference on the eve of
the Forum showed that it is of great inter-
esttothcpublic. Inanycase, therewere no

available seats in die rather large hall of
the Center House of Tourists. Even re-
porters from Ethiopia asked questions...

The real sensation was people horn
Finland whocame tovisittheircolleagues,
Soviet innovators. Let us introduce them:
DkkaRonkain”.director-distributorofthe
Finnldea company, and wc. ~tts of the
same firm, HeUin Arto and Sato Kari.We
ask Ronkaine, “What brought y i to
Moscow?"

“We know that the Soviet Union has
many talented people. Our goal is to help
innovators realize their ideas on the basis
ofajointventure. The Fmnldeafirm helps
innovators find contacts."

“Deesyourfirmhave directrelations
with the Forum?"

“Yes! We already have agreements
with the Fund for Social Inventions of
Komsomolskaya pravda about collabora-
tion and a social prize for the best Soviet
innovative idea of this year."

The pressconference hasended. The
journalists were told that, so far, 174
delegates from 46 cities have come to
Moscow. Meanwhile there was an unex-
pected meeting in the foyer. What is the
chief director of the Lenin Young Com-
munist League Theatre doing here?

'Today, politics and economics,”
answers M. Zakharov, “is the business o f
people of various different fields. We
have a great many problems, and we mast
seek the solutions together, not only pro-
fessional economists, scholars, and poli-
ticians, but activists in culture as well”

Our old friend, Pavel Zaidfudin, re-
cently came back from the US, where he
signcdacontractaboutjointdevelopnKnt
of residential construction underextreme
conditions. From the American side, the
participating suitesare Minnesota, Alaska,
and Arizona; Gromthe Soviet side, there is
Siberia and the Far East.

What is the purpose of this Forum?
To talk everything out? To discuss your
own ideaand try itouton other inventors?
The presidentof the inter-regional Coop-
erative Federation, apolitical organizer of
the Bukharin Gub from Naberezhnye
Chelny, Valerii Pisigin, is here to discuss

the possibility of the Young Komsomol
League joining the sponsors of the Fed-
eration. The Federation considers itself to
be a political powerwhich has been called
upon to protect the cooperative move-



ment, the leading formof socialist owner-
ship. It unites more than six thousand
cooperatives from thirty-five cities.

The Forum opened with reports by
well-knovn economists and publicists G.
Popov, N. Shmelyov, and Ilu.
Chemichenko...Theypuiforihaparadoxi-
cal thesis: "The firstsocial inventions, of
whichwe areso proud, areactually merely
‘discovering America.””

"We are slowly discovering things
that the world around us has known for a
hundred years already,” says Nikolai
Shmelyov. “Whatkind of invention is the
cooperative movement, for example?
These ‘new inventions’ arc normal laws
of market farming, the only true road for
our economy to follow.”

lurii Chemichenko says, "During the
years that | spent at the drawing desk, we

spent thousands of millions ofdollars that
we received foroil. The greatestpan went
forfood products. This horrible exchange
of non-rcusable resources for reusable
ones.."

The Forum, called together on the
initiative of Komsomolskaya pravda’s
Fund for Social Inventions is continuing
its work.

Truth Is Born Qut

of Argument
December 24,1988

Today, in Moscow, the Forum for Social
Inventors of the USSR is coming to a
close.

How | love human faces when they
express lightand truth!"The poet’s words
were remembered yesterday at the Cen-
tral Chess Club, where participants of the
Forum gathered from all comers of the
country. It is true that the strength of any
nation is determined neither by natural
resources nor even by industrial technol-
ogy.

That is why the door with the sign
"Sociology" conceals discussions on the
topic ofeducation. In fact, two other work
groups at the Forum, “Economics” and
"Politics", discussed childhood, school,
and leaching a great deal.

Noting down the reports of peda-
gogical innovators on their ideas and
achievements, you catch yourself think-

ing, "Ifonly somebody could get them all
together in one place, underone roof, orat
least in one city, then one would witness
the wonder of how quickly and harm-
lessly one can learn a second language, a
course in mathematics, and do away with
medicine forever...” But here is the rub—
probably no mayor has yet been bom who
would bother about getting all these
strange, high-strung, and sometimes rude
people housed. But why talk about a
mayor! Would at least science put in a
good word for them? But the inflexible
machine of the Academy of Pedagogical
Sciencesofthe USSR has longago gotten
behind; obviously, the speed is not for it.
The participants of the Forum, even those
far from the area of education, asked us,
journalists, with alarm in their voices,
“What do you know about the fate of
VNIK [All-union scientific-research col-
lective]?"

The temporary scientific-research
collective [VNIK],created several months
ago, showed how important and needed
scientists ate today. They work sixteen
hours a day, their regime similar to brain-
storming. About five people began the
business, and then a greater nucleus sur-
rounded them, capable of doing some-
thing society has been waiting forand has
never gotten from several academic insti-
tutes. And now '/NIK is at a crossroads.
Officially, th: deadline for its losing full
legal rights is coming up. Does that mean
that they will have to return to their per-
manent jobs where everything is as be-
fore? A suggestion came from the halL
what if VNIK "took into their team™ a
nonprofit scientific institute and showed
how you can organize your work in the
modem way? We must get busy solving
economic problems of the schools imme-
diately. And if the Academy of Pedagogi-
cal Sciences still docs not allow an alter-
native scientific institute working parallel
toit(i.e. willingly partwith their monopo-
listic position), then what can we do? The
“auction” began. The leading speaker
turned to the participants of the Forum,
including serious bankers and coopera-
tive workers "Who is prepared to invest
some capital in order to keep the brilliant
group of people doing their work?" We
cannot say that propositions from the
audience started falling like rain, but the
city of Nakhodka said that it will think

about it, the city of Baku raised some
hands for support, and the miners prom-
ised to do something too...

The next door had "Politics” written
onitinahurried hand. The sign meant that
the gioup in the room were people who
wanted to improve something in the po-
litical life of society. What are they argu-
ing about? Of couse, the discussions are
about whetheranJtemative to thesingle-
party system should exist in the USSR,
and about the directions of the political
struggle against bureaucrats and bureau-
cratism.

After asmall break for lunch, discus-
sions in the political club of the Forum
ignited with newstrength—we could hear
discussions aboutan alternative project to
a new law on the Soviet press. A special
commission of theUnion o fJournalists of
the USSR had already approved it. What
is most interesting about this project? The
word goes now to the creator of this proj-
ect, Mikhail Fyodotov,JD: "Wc arestriv-
ing tocreate a precisejurisdiction mecha-
nism on publication activity instead of
declarative rights and obligations active
today. We cane to the conclusion that the
rights of journalists to information end
where governmental orotherrights which
arc specifically intended to protect se-
crecy by law, begin. Hiding any other
information isr  ’’egal act, and thejour-
nalists can obu . through court. The
project proposes .._y: to check press
activity corresponding to a lawful gov-
ernment

Valcrii Pisigin, from the political
working group of the Forum, caught us as
we were leaving. Or, rather, it was not us
he wanted, but the writer, lurii Chemich-
enko, leader of the economics working
group and head of the Business club. We
had "stolen away” Chemichenko from
the meetings with great labor for a brief
interview. Valcrii was disgusted—how
could they separate the political working
group from the economics group?! It
turned out that “ politicians" talked about
economicsand"economists" talked about

politics.

Really, what is cooperation? Team
effort? Collective ownership? If it isn't
politics, then what is? A delegate of the
Forum, Mikhail Dmitrievich Bocharov,
freed war veterans from income tax and
rent He also freed veterans of labor, who



work in the most difficulr manual labor
jobs, such as brick layers. Is that not
politics? Bocharov was very excited to
talk about the team effort law, which
shows that team workers are powerless
against any bureaucrat “Do we really
need those publications which pin the
loud 'Help needed’ label on us? Why, ifa
factory pays for the team, and some fac-
tory or ministry head has to determine
how much we will get paid?"

lu. Chemichenko said, “Correct
Serfdom in economics has not ceased.
Having crossed the line to the team effort
workers, we have just gone from batter
tax toa tax paid by a peasantto the state for
the use of land allotted to him."

M. Bocharov, “Let’s call things by
their proper names. The problems of the
team effort are problems of ownership.
Let’s firstseparate them: large ownership
is railroads, Aeroflot, heavy industry—
all governmental. The smaller is collec-
tive. And then everything will fall in its
own place.”

The main goal of the Forum was
determined yesterday: based on the re-
sults of the work, determining the main
problems of the innovators, developing a
resolution, and turning to the government
with it. That is the concrete political goal.

Courage, Inven* :>s,in Step!
December 25,1988

Yesterday, the Forum for Social Inven-
tors completed its work. Actually, no—
the work hasjust begun...

Hurrah for electronic technology!
Life would be very difficult without it.
Yet, with it, each day can bring us a new
load of “pamphlets” printed out/by the
sweat of the brow of the Forum partici-
pants.

This was thedeal ofan epxh—even
without months' preparation, an “elec-
tronic stock market” was bom, connect-
ing ldea-men with Money-men. If that
stock market had been (he only productof
the Forum, we would prill ccnsider the
entire efforta success. However, the main
thing, itseems, is that the Forum provided
arough sketch ofatruly democratic model
for meetings. Democracy is when people
gatherandsolveproblcmstogctl'icr.Pcople
do not only move their hands, but their

minds as well, formulating and establish-
ing a strategy for the fight, the battle. We
have not been spoiled by an overabun-
dance of such democratic meetings—in
the past, our meetings were either per-
formances basedonastrictscript, orchaos,
where everyone yells out his own idea-.

The Forum had every chance to turn
into a loud demonstration. A great many
of its participants have suffered in the
struggle with bureaucrats; consequently
they had something to yell about. How-
ever, itis notsaid for nothing that human-
ity is divided into two categories: those
whositdownandcry when standing at the
edge of a ravine, and those who begin to
look around to see if there is, perhaps, a
treewhich can serveas abridge, orif they
can find another way to get to the other
side. The general tone of discussions at
the Forum was constructive”

Yesterday, the representative of the
Italian company Imago, professor Um-
berto Solimcne, handed the photography
prize to Igor Kostin for the films Kostin
had made at Chernobyl in the first hours
after the catastrophe. Today, Solimene
left the meeting hall in a great mood. The
atmosphere had affected him...

Umberto Solimene shared his plans
for collaborative projects with the Forum
and tried toconvince us. his listeners, as if
he were a rhetorical speaker. “ | have lived
for almost ten years in the Soviet Union,
and honestly speaking, I know very well
what immense intellectual, moral, and
physical reservesyou, Russianshave. The
future holds this much for Russia—'—
andhe smiled, spreading his Itandswidely.
"We are especially interested in the devel-
opment of your cooperatives. They are a
completely unique business form, anditis
interesting to compare them with Italian
companies. What is amazing is how en-
trepreneurial Russians are. In the West, it
has often been said that you have lost the
ability for commercial work and your
business initiative thinking skills which
help us, in the West, to achieve commer-
cial success. But that is not so! Our com-
pany would love to collaborate with the
Fund for Social Inventions.”

It is symbolic that the participants of
the Forum held their plenary sessions in
the halls of the Central Chess Club of the
USSR. Chess players look many turns
ahead. And the innovators, like mastersof

spon, have marked out their future"turns"

aswell. The Rules and Regulations ofthe
Fund for Social Inventions of the USSR

accepted the establishment that reads as
follows, "General director ofthe coopera-

tive organization Soyuz [Union] zi d one
of the organizers of the. country’s first
cooperative banks, L. Solomin, believes
that in the near future, the Fund will need
tocreateasystemofbanks for the follow-
ing: financingand bringing to life innova-
tive ideas; organizingaschool for manag-
crs-inventors; creating an informational
agency with its own publication; intro-
ducing an All-Union Bank of Inventions
(with the guarantee that not a single idea
will be left without attention).” All dele-
gates of the Forum agreed with this.

Until today, the Forum has discov-
ered and supported unknown social in-
ventors. How can we, for example, not
support lu. Smirnov of the military-patri-
otic club Iskatel [Seeker]? lurii told us
about what he and his friends are doing.
“We are looking for soldiers who have
disappeared withouta trace in World War
n. We are trying to find their names, tell
their relatives the date of their death, and
find the exact place of their burial.

And director of a Public Economic
Center Aleksandr Egorov's heart feels for
the fate of the Moscow river. His Center
plans to take this river under public con-
trol.

And whatelse did the delegates from
twenty-fivecentral, republic,and regional
newspapers and Gosteleradio decide in
the three days of the conference? A Bank
of Risk and Trust was created within the
frameworkoftheFund. The firstdonation
was twenty thousand rubles from the
MinisterofLightIndustryofMoldavia,S.
Manukian, initiator of the experiment
“Self-financing ministry."

V. Ulyokhin, V. Khiltunen, A. Churkin
Fund 708 for Social Inventions
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March 8, 1989

Mr. Gennady Alferenko

Director

Foundation for Social Inventions
Moscow, USSR

Dear Gennady:

It's been only two weeks since we met in Juneau,
but I'm pleased to have the opportunity to personally send
a message of congratulations. box

Alaskans are pleased with the announcement that
the Foundation is opening an office in Alaska's capital
city. Your task is a challenging one: navigating the rough
seas of government bureaucracies is every bit as difficult
as the barriers faced by explorers and adventurers who
preceeded you. | am confident that together, we will meet
that challenge.

As you know, Alaskans are anxious to melt the ice
curtain that for too long has separated the short distance
between us. We look forward to working with your office in
Juneau to turn well-meaning proposals into realities.

Your efforts are an inspiration to all Alaskans. |
commend your pioneering spirit and wish you the best of
luck.
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CAMA™S

what

Begins

Ticket sales

Number of

Tickets

Costs of
Tickets

Alaska
U.S.S.R.

Where
Tickets Sold

Use of
Earnings

Ticket
Design

1991 Hughes Way, Juneau, Alaska 99801 « [907] 789-0449

Alaska-Soviet Ice Classic
(For the Bering Strait Breakup)

Spring 1990 — simultaneously in Alaska and
the Soviet Union's Magadan Province

April 15 - May 25 (Breakup usually occurs from
mid-June to mid-July)

50,000 in Alaska; 50,000 in the Soviet Union

1 Ruble ($1.60) in the Soviet

$2.00 in Alaska?
Union

Run by CAMAI, inc.

Run by the Foundation for Social Inventions, a
Soviet agency.

Bookstores, Liguor Stores, College Campuses,
General Stores in smaller communities, and
through organizations dedicated to promoting
international understanding.

44% in prizes? 30% in administration and
expenses of the lea Classic? 26% profit for
CAMAI Cultural Exchange to promote Alaska/Soviet
cultural exchanges with the goal of internation-
al cooperation and understanding.

CAMAI intends to share a portion
local nonprofit organ-
promoting international

In the future,
of the net profits with
izations dedicated to
understanding.

CAMAI logo of Alaska-Siberia Eskimos
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March 8, 1989

Representative B jll Hudson
Alaska State Legislature
Juneau, Alaska

Dear Representative Hudson:

Enclosed are descriptive. materials of the activities and projected activities
of Camai, a non-profit or,ganlzanon formed 1" 1985 to encourage diverse cultural
exchange between the Soviét Union and Alaska.

- In order to raise funds for Camai’s continued existence and the existence of
similar groups, Camai proposes an international ice classic, where people in
countrieS around the world would Eu_ess the exact time the ice melts between the
soviet Union and Alaska, between Little and Big Diomede. Gennadi Alferenko, one
of Camaj's counterparts in Moscow has agreed to~organize this event in the Soviet
Union through the Foundation of Social Innovation] of which he is the director.
Mr. Alferenko has a U.S. office in San Francisco, and is opemng another one in
Juneau. Roubles raised in the Soviet Union would be used to host Alaskans and,
others traveling in the Soviet Union, and other projects that Promote international
understanding and peace. Camai also plans to approach other states within the
U.S. where lotteries are legal to participate.

This will bring international attention to Alaska each year, and will raise
needed monies to continue to bring Soviets to Alaska, and send Alaskans to the
Soviet Union. There are hundreds of projects planned across the State, including
an international ¥outh conference, dog sled races, native conferences, student
exchange, sports tournaments, tourism, wilderness trips, and exchanges of music,
dadnce and the visual arts. None of these can take place without funding from both
sides.

Half of the monies raised in each state or country would be allocated to
cultural exchange efforts within their borders, and half would go to a international
fund  that promotes ynderstanding and geace,,admmmtered by an international board
of directors. Camai would a?pomt a Statewide board of difectors that would allocate
funds raised in Alaska. We feel this should be a private, non-profit effort.

This Bro;ect would sell tickets internationally_from April 15 through May 30, 1990,
and would be announced at the first concert of Camai’'s 1990 world tour, which’is
Elanned_ to take place in Hiroshima, and would be covered by the world press. This.
our will include 6 Soviet and 65 American performers and w ill celebrate the melting
of the ice wall and the hope that walls will come down all over the world.

| feel we are at the beginninq of a new era in Alaska in the area of trade,
cultural exchange and internationa _understandmg. All that is needed now is funds.
We appreciate your assistance in this project and your continued support.

Dixie Belcher, Executive Director
Cha-mi 7:"Hello" in .. . .00 s



(Formerly known as

December 1985

January 1986

April 1986

July 1986

October 1986

September,
October,
November 1987

December 1987

April 1988

May 1988

1991 Hughes Way, Juneau, Alaska S9BG1 « [907)789-0449

r»u.

Brief History of CAMAI

"Alaska Performing Artists for Peace")

KTOO Public Television and Alascom program
aired in the U.S. and the Soviet Union.
Preliminary trip to Moscow.

Two-week tour of Alaska by Gennady
Gerasimov; vVvisit to Soviet Embassy in
W ashington, D.C.

Second trip to Moscow.

"Alaska Performing Artists for Peace" tour
of the Soviet Union including a world
press conference in Moscow.

Dixie Belcher and Chuna Mclntyre tour of
Alaska and Lower 48. They present "Melt-

ing the Ice Curtain: An Eskimo's Vision
of Hope".

Meeting with Soviet and U.S. o fficials.

U.S./U.S.S.R. summit in Washington, D.C.
Three-week lecture tour of the U.S. by

Gennady Gerasimov, Chuna Mclntyre, Dixie

Belcher, and Pat Van Hoecke.
As a result of lecture tour, Gennady
Gerasimov begins one-man campaign m

Moscow to open the Bering Straits.

travels to Moscow to ‘eet
with o fficials regarding the opening of
the Bering Straits and begins to lay the
ground work for a world performing tour.

Dixie Eelcher



1

June 1988

July 1988

October 1988

February 1989

1991 Hughes Way, Juneau, AlSKa 99801 + [907] 789-0449

Alaska Airlines Friendship Flight to
Providenya.

Meeting in Palm Springs with Gerasimov,
Sirhupe Conte, and others to discuss
fund-raisers.

Receptions in San Diego, Seattle, and
Sitka for Gerasimov. Alaska State Chamber
of Commerce presents $25,000 <check in
Sitka.

Gala performances in Anchorage celebrating
the opening of the Bering Straits.
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C A M A 1

'M usic, ifcnce,
laughter...
these are the voices

ofthe heart.'

CAMAI (Yupik Eskimo for "Hello*) is a unique, Alaska*
based organization whose goal is to promote international
understanding through the visual and performing arts.
One of CAMAI's major achievements has been to aid in
the "melting of the ice curtain™ across the Bering Strait.

In 1986 CAMAI took 67 Alaskan singers and dancers
throughout the Soviet Union on a performing tour high-
lighting the mere two and one half miles between the
United Statesand the SovietUnion. Eskimo peoples ofboth
sides are closely related but have been separated since 1948
by the existence of a political "ice wall".

CAMAI sponsored lecture tours in the V S. to raise con
sdousness about these issues. In the summer of 1988, the
Strait o/ened with Alaska Airline's Friendship Flight to
Providenia and the sail boat voyage of Alaska Eskimos to
Novo Chaplino. CAMAI lobbied extensively in Moscow
for both ventures, and Eskimo families on both sides cele-
brated a wondrous first reunion.

CAMALI's largest project to date is to gather together a
talented group of Soviet and American artists for a world
performing tour as a symbol of international cooperation
beginning in August, 1989.

Since CAM ALl isa non-profit organization, funding is key
to its success. CAM AL has thevital spark and a vision of a
better future ahead. Come join us!

Contributions are most appreciated! All donations are
fax deductible.

Founder $5,000 Benefactor $2,500 +
Sponsor $1,000 Sustainer $ 500 +
Patron . $ 500 Donor $ 100 +

Friend $ 15



WHAT 1S CAMAIL?

CAMAI—the Yup'ik EBkimo word
meaning "hello"—is a non-profit
corporation established to in-
crease international understanding
through the performm? arts.

CAMAI evolved from the Alaska
Performing Artists for Peace, who
in 1986 completed a successful
tour of the Soviet Union,
Featuring 67 Alaskan performers,
the tcur focused on re,umtmgi the
Soviet and Alaskan Eskimo relatives
who had been separated since the
closing of the Bering Straits
during”World War 1. The
universal language of music and
dance was successfully used. to
bridge qeographlc, linguistic,
cultural, political, and
idealcqlcal boundaries.

CAVAY was formed in 1987 to
continue the work of opening the
Bering Straits and to help melt
the "ice curtain” that
separated our two countries. On
June 13, 1983 CAMAI's efforts .
were rewarded when Alaska Airlines
flew the hi. toric half-hour
Friendship Flight from Nome,
Alaska to Providenla, Siberia.

CAMAI's efforts acted as a
catalyst to focus the attention
and energies of U.S. and Soviet
o fficials, Alaskan and Siberian
native peoples on the importance
and potential of reopening the
Bering Straits.

HOW WAS THIS DONE? ,
CAMAI raised consciousness regarding
the "ice curtain" separating Alaska
and the USSR through:
1 Performances in_the US & USSR:
2)letters to Soviet and American
officials; _ _
3)lecture tours in the United States:
A)numerous meetings in the USSR
with Soviet officials.

The most recent lecture tour in
1988 featured Ambassador Gennadi
Gerasimov, former editor of the
Moscow News, and now Head of Infor-
mation for the Ministry of Foreign
Affairs and chief spokesperson for
Secretary Gorbachev.

WHAT ABOUT THE FUTURE?.
CAMAI is now organizing four
outstanding events:

*On February 24, 1989, Anchorage,
Alaska w ill host a ?,ala performarice
celebrating the melting of the "ice
curtain” featuring top_Soviet and
American performeérs, ~ The Pakrovsky
Singers, a Ruyssian folk ensemble and
Stag Namin, the most popylar Soviet
rock band with over 40 million records
sold, as well as Soviet Eskimo
Perform_ers, have agreed to represent
he Soviet Union,

*August 6, 1989 w ill see a joint
Soviet-American World Tour commencing
in_Hiroshima, Japan, The tour kick-
off will coincide with a seven-hour
satellite production comparable to
Live-Aid".

AGeorgian art, wine, and %ourmet food
w ill make their American debuts at a
series. of ? ecial fund ra|5|ntg dinners
In cities from coast-to-coast

"FLnaIIX, CAMAI is. putting
together a tour b}é Soviet poet,
Yevgeny Yevtushenko.

Each of these events has as its
goal mcreasm% International _
understandm% hrou%h the performing
arts. Each of these events also
will seek to raise funds for CAMA
activities.

WHAT ABOUT FUNDING?

CAVAI is working to establish a
foundation to suppaort its efforts
at bu_Idmg international uftiier-
slanding hrough the performing
%rts thfough the 1989 International

our,

We are also currently developing
a hase of financial support from
major corporations. receives
broad conceptual support from the
State of Alaska, the Soviet Foundation
for Social Invention and other
influential groups in the United
States and the Soviet Union.



1 06.15210 Alaska Statutim SUrrLCMINT 1 (6.16.210
purpose it educational in ntlure and designed lo develop tho capablli-
(let uf individual! by inalruclion;

(1d) *fishing-derby association" meant a civic, aervice, or charitable
organization in the atalc, not Tor pecuniary profit, whoae primary
purpoae ia to promote interval in fishing for recreational purpoaue, but
does not include an organization funned or operated for gaming or
gambling purposes,

(14) "fiah derby** meant a conteat in which pritea are awarded for
catching fiah;

(15) "fraternal organization" meant a civic, aervice, or charitable
organization in the ata>e, except a college and high school fraternity,
nut for pecuniary prolt, that ia a branch or lodge or chapter, of a
national or atate organization and exiata for the common buaineoa,
brotherhood, or other intereal of ite membeng;

(16) "gooee daaaic" meant a game of chance where a prize of money
ia awarded for the cloieat guess of the time of the arrival of the first
guoee in apring to Creamer's Field in Fairbanka or to the Kenai River
Flala near Kenai and ia limited to the gooee dasaica operated and
odminialered by the Fairbanka Monteasori Aaaociation and by the
Kenai Chamber of Commerce;

(17) "groat receipts’ meana receipts frum the tale ofaharea, tickets
or rights connected with purtui|>atioii in any uctivity permitted under
tlua chapter or the right lo participate, including admission, fee or
charge, tale of equipment or supplies, and all other miscellaneous
receipts;

(18> "ice clastic" meant a game of chance where a prize of money is
awarded for the clu'x-tt gueaa o. the lime the ice moves in a body of
water or watercourse in the stale and is limited to the Nenana and
Chena fee Pools in the same manner as they were conducted in 1958
and previous years, a Kuskokwim Ice Classic to be operated and ud-
ininistered by Bethel Social Services, Inc., a Kenai River Ice Clastic to
be operated and administered by the Kenai and Soldotna Rotary
Clubs jointly or by either the Kenai Rotary Club or the Soldotna
Rotary Club, and a Yukon River Ice Classic to be operated and admin-
istered by the City of Fort Yukon;

(19)  "labor organization" means all organization, not for pecuniary

profit, constituted wholly or partly tu bargain collectively or deal with
employers, including the state and its political subdivisions, concermn-
ing grievances, terms, or conditions of employment or other niutuul
aid or protection in connection with employees;

(Z)l"mercury clastic" means a game of chance where a prize of
money is awarded for the closest guess of tho timu the temperature
reaches a certain degree and is limited to the merivry classic operated
and administered by the (heater Fairbanks Chamber of Commerce;

(21) "municipality" meana a political subdivision ofthe stale that ia
a home nile or general law city or borough or a unified municipality;
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1 06.16.210 Amussimnts avo Brwtrt

1 (6.16.210
(2].“net proceeds” meana the gross receipts from an authorized

activity less the fee described in AS 05.15.020(b), the expenses autho-

rized by AS 0516.160, and tho prizes awarded at the activity;

*23) "numbers wheel" meant any electronic, mechanical, or other
device with numbers or other figures that are selected randomly and
used in a game of chanco in which the outcome ia determined by the
number or figure selected by the device; not including garnet in which
a hamster or other animal ia placed in an enclosure with several
numbered exit holes and the winner ia determined by which hole the
hamster or other animal exits, or slot machines or other devices that
operate by insertion of a coin or other object that may entitle the
person operating the machine Greceive a prize by alrict dependence
*n the element of chance;

(24) "operator" means a natural person who, or a municipality or
qualified organization that, has obtained a license to conduct an activ-
ity subject to this chapter on behalf of a permittee;

125) “police or fire department and company" meana a civic, service,
or charitable organization in She atate, not for pecuniary profit, con-
sisting of members of a police departrent or fire company established
by the state or a political subdivision of the state;

(26) "political organization” meant an organization or dub orga-
nized under or formally affiliated with a political party as defined in
AS 16.60.U10;

(27) "pull-tab game" meana a game of chance where a card, the face
of which ia covered to conceal a number, aymbol, or set of symbola, ia
purchased by the participant and where a prize ia awarded for s card
containing certain numbers or symbols designated in advance and at
random;

(20) "qualified organization" meana a bona fide civic or service or-
ganization or a bona fide religious, charitable, fraternal, labor, politi-
cal, cr educational organization, police or fire department and com+
pany, dog mushera* aaaociation, outhboard motor aaaociation, or fishing
derby or nonprofit trade aaaociation in the atate, that operates without
profits toits members and that has been in existence continually for a
periud of three years immediately before applying for a license; the
organization may be a firm, corporation, company, association, or
partnership;

(29) "raflle and lottery" meana the selling of rights to participate
and the uwarding of prizes in a game uf chance conducted by the
druwing for prizes by lot;

(20)  “rain classic" means a game of chance in that a prize
awardod for the closest guess of the amount of precipitation which is
recorded at a certain location during a certain length of lime;

(31) "religioua organization" means an organization, church, body
uf communicants, or group, not for pecuniary profit, gathered in com-
mon membership for mutual support and edification in piety, worship.
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Canai 1is a nonprofit organization that has focused on opening the Bering Strait

and reuniting Soviet and American Eskimo peoples as a symbol of peace. KB 261
grew out of a frustration in February, 1989 of attempting to fly Soviet Eskimos
around Alaska and back to the Soviet Union with zero funds. Camai has continu—

ously raised funds to bring Soviet and American Eskimo people together, and
Camai®s director, Dixie Belcher, has often personally financed airline tickets
for Alaskan Eskimos to meet with their Soviet relatives. She has, in fact,
givan all of her personal savings to this effort.

Funds raised through the Soviet American Ice Classic will be used to bring Eskimo
and other Alaskan Native and non-Native peoples together with their Soviet
counterparts, building a symbolic bridge of friendship across the Strait, as a
step towards peace, friendship and understanding between our countries.

Camai emphasizes the wisdom of native peoples and initially focused on the Yupik
tradition because the only native villages on the Soviet coast with Alaskan relatives
were Yupik. The Soviet Inupiat have been scattered and do not live in identifiable
Inupiat villages.

The Soviet Alaskan ice classic will be an event of Statewide, national and inter—
national importance, and it is vital that ail of Alaska®s people be represented
equally. This event will bring international attention to the peoples of the
Bering Strait and the transportation link there, but funds raised need to be
allocated fairly to all of Alaska®s peoples. This will be an international event,
an effort towards understanding and peace, and it is important that it not get
bogged down into local issues and politics.

Native peoples all over Alaska have expressed a strong interest in becoming
involved with Soviet exchange, and finding their Soviet counterparts. It is
Camai®"s intent to establish an ice classic board of directors that will include
a representative from all Alaskan Native corporations which will allocate funds
towards these efforts. In addition, it is Camai®"s intent to allocate a fair
percentage of funds raised to the peoples of Little Diomede.

Cha-mi : ,Hello," in Yup ik Eskimo



Representative Hudson
April 10, 1989
Page 2

Legislative History of Ice Classics

Prior to 1960, ice classics and other forms of charitable gaming were
unregulated. Charitable gaming legislation adopted in 1960 was intended "to
permit what has been taking place for approximately 6o years and nothing more
but under the most strict controls: no activity can be licensed unless it
existed in substantially the same form prior to January 1, 1959. . . .passage
of this bill will actually discourage commercial gamblers and likely small
nuisance raffles and the like."” Then Governor Bill Eganvetoed the
legislation--the veto was overridden. Excerpts from Governor Egan®s veto
letter follow.

I share with the Legislature the concern of the vast majority
of Alaskans for our uniquely Alaskan eyents and believe it is
proper for our first Legislature to address itself to those
classics which are historically Alaskan in nature.

I make one exception, and one exception only, in the matter of
gambling, and that 1is in regard to the Chena and Nenana lce
Pools, which have contributed to Alaskan interest |In the
peculiarly Alaskan spring breakup for many decades.

Since time immemorial, humans have celebrated the advent ©f
spring. In Alaska this occasion has been celebrated by the
"going out™ of the ice on our great rlvers--rlvers which once
represented our highways of commerce. The long winter night
is broken, the waters are free and productive, and all Alaska
is warmed by the thrill of new activity. In my mind these
considerations are so great, our custom of such long standing,
that the Legislature would be justified in enacting
legislation which would permit the continuance of these two
ice classics wunder such terms and safeguards as may be
reasonably necessary."

Within a month of the passage of the charitable gaming laws, an attorney
general®s opinion was issued relating to the limitation of ice classics.
"While there may have been other ice pools conducted prior to the date of this
Act this language shows that the legislature interred to authorize only those
two [the Nenana and Chena] pools and none other."

3Alaska House of Representatives, Report of the Free Conference Committee
on SB 143, February 24, 1960, House Journal, p. 276.

4March 7, 1960, House Journal, pp. 412-414.

51960 Opinions of the Attorney General, No. 8, p. 2.



Representative Hudson
April 10, 1989
Page 3

In 1976, the charitable gaming Taws were amended to except raffles, lotteries
and rain classics from the requirement that activities must have existed 1in
substantially the same manner prior to January 1, 1959. Specific events and
operators were neither specified nor limited for rain classics.

In 1985, the legislature authorized the Kuskokwim Ice Classic, to be operated
and administered by Bethel Social Services, Inc.7 During committee
consideration of the bill, Representative Mike Davis asked why the operator
was designated in statute. Sally Smith, Department of Revenue, did not know

and the bill sponsor was not present to respond. The committee discussed
allowing the municipality to designate an operator but did not act on the bill
at that meeting. I found no further discussion regarding the designation of

an operator and the bill passed with the designation.

In 1s?86, SB 402, adding a Yukon River Ice Classic tobe operated and
administered by the City of Fort Yukon was introduced. The Senate finance
committee substitute, with no designated operator, passed the Senate. The
House rules committee amended the legislation by replacing the designated
operator for the Yukon River lIce Classic and adding a Kenai River Ice Classic,
the Fairbanks Mercury Classic, and a Fairbanks Goose Classic, all with
designated sponsors. On the House floor, the bill was amended to add a Kenai

Goose Classic. A salmon classic was added the same session.
* * *
I hope this information is helpful. If you have questions, please call.

6Chapter 66 SLA 1976.

7Chapter 27 SLA 1985.

8Chapter 93 SLA 1986.

9Chapter 94 SLA 1986.



THE ALASKA LEGISLATURE

* HONORING *
* FOUNDATION FOR SOCIAL INVENTION *

The members of the Sixteenth Alaska Legislature offers
recognition and congratulations for the 1989* opening of the
Alaska office of the Foundation for Social Invention..

This office has been established to facilitate continued
communication and interaction between the people of Siberia and
Alaska. Such exchanges are the building blocks for a solid
framework of trust and goodwill between our two countries.

These exchanges serve as a catalyst in generating social,
cultural, economic and educational projects benefitting both of
our societies.

Thin Legislature commends the objectives of the Alaska
office of the Foundation for Social Inventions and encourages
increased cooperative work between the people of Alaska and
Siberia.

SFEARCOF THEHOUSE FRESIDENTOFTHES

Ditc K«rch 8. 1989

Rtountcdby:  Representative H. Davis;
Senators Ksrttula. Fahrenkamp and Ouncan
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at% Referred: March 31, 1989 FURTHER

Date of Committee Action:

FINANCE Committee considered: HB 264

HOUSE BILL NO. 264 [STATE PREMIUM TAX EXEMPTION] ,
“An Act relating to the state exemption from certain insurance premium
taxes; and providing for an effective date."

RECOMMENDATIONS; the same title
] be replaced with a new title

[ ] have attached amendment(s)

do pass
] do not pass

[

[ ] no recommendation

[ ] individual recommendations

[ ] additional referral to the Committee

ADOPTS: letter of intent

ATTACHES NEW FISCAL NOTE(%)e:pt) APPROVES PREVIOUS: (Date/Dept)

[ ] fiscal impact : [ ] fiscal note(s)
zero fiscal note oy*mvgU> ] zero fiscal note(s)
[ 1 zero with analysis [ ] zero fn/analysis

SIGNING DO PASS: SIGNING:
(Check approp. column)
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1989 LEGISLAT5VE SESSION PUBLISHDATE :
FISCAL NOTE

ReviaONDue: . ) Agency Affected: Health & Social Services
Tide:An ft-+.. .state exemption tran BRU -

rpr+fl-m insurance premium taxes....

REQUEST:

Components

a 'St

EXPENDITURES/REVENUES: (Thousands ofDd lan)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES -0- . o-0- _0- _0- n-
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND A STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- -0 - -0 - . -Q- -0 -

CAPITAL | n

| REVENUE

FUNDING:  (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL -0- -u- -0- -0- -0- -0-

POSITIONS:

FULL-TIME -0 - -0 - -Q- -0- -n- -n-
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page ifnecessary)

Prepared by : Phooe:,
Divisioo : _ Date: .

Approved by Commissioner: Due
Agency: Department of Health & Social Services.

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
(XBce of Management and Budget
Impacted Agency(ies) page -1- of —



STATE OF ALASKA BILL VERSION: HB 264

1989 LEGISLATIVE SESSION PUBLISH OATE:
FISCAL NOTE

A%ency Affected:  Commerce & Econ. Dev.
Insurance

REQUEST:

|5|on
JF%I S[Ea%ee exemption from certain-
Insurance ﬁ)remlum taxes

& onsor:  Rules éHeaIth Care Cost_ ComP Iﬂents:

quester: House Fmance /Containment Task Force)

EXPENDITURES IREVENUES : (Thousands of Dollars)

OPERATING ,  FY 89 FY 90 FY a1 FY 92 FY 93 FY A

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT I

LAND & STRUCTURES
GRANTS. CLAIMS
AMISCELLANEOUS |

TOTAL OPERATING 0" 1 0 — 0 0 0 0
CAPITAL 0 0 0 0 0) 0

FUNDING: (Thousands of dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER . I

TOTAL 0 0 0 0 0 0
POSITIONS:

FULLTIME o 1 o0 0 0 0 0
PARTTIME l !

TEMPORARY ! S

ANALYSIS:  (Attach a separate page if necessary.)

. Paul Roller, Director . 465-2515
pieieed ™ Insurance e, 4-5-89
Approved by Commissioner: Larry Mercullefty) Phone:  465-2500

Agency:  Department of Commerce & EconomyC Development pate:  \AA?

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
«Office of Management and Budget
Impacted Agency(ies)

3753D/04068%

page of



Introduced: 3/31/89 6-1135A
Referred: Finance

BY THE RULES COMMITTEE BY
REQUEST (For the Health Care
1 IN THE HOUSE Cost Containment Task Force)

2 HOUSE BILL NO. 264

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the state exemption from certain
7 insurance premium taxes; and providing for an effec-
8 tive date.”

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

10 * Section 1. AS 21.09.210(i) is amended to read:

11 (i) Premiums paid by the state for insurance policies and con-
12 tracts purchased under the provisions of AS 39.30 are exempt from
13 taxation under this section. An insurer may not include the tax
14 imposed under this section in a premium charged on an insurance policy
15 or contract purchased by the state under the provisions of AS 39.30.
16 An insurer may claim the [CLAIMS FOR] exemption [SHALL BE MADE] on
17 forms provided by the division of insurance.

18 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

HB0264A -1- HB 264
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STATE OF ALASKA HEALTHCARE COST CONTAINMENT TASK FORCE

Provided by: Arthur J. Gallagher & Co.
Aetna Life Insurance Company

April 3, 1989

At its March 29, 1989 meeting, the Healthcare Cost Containment Task Force requested
additional information on three financial issues. The following material provides Arthur
J. Gallagher®s and Aetna®s comments on the three issues.

@ Premium Taxes. There is a great deal of confusion on the Premium Tax 1issue.
Currently, premium taxes are paid to the State on the Health plans and then Aetna
files for a refund of the taxes. Thus, the net effect on the plan should be zero. In
determining the State"s premium rates it isassumed there is no tax liability.

In order to recover the 1987 tax credit of $1,700,000 ($1/300,000 active and $400,000
retirees) the following needs to occur:

1. Combine plan financials at year end. This allows Aetna to cross
apply Premium Stabilization Account Funds.

2. The State Revenue Department has to issue 1988 premium tax refund
to Aetna prior to July 1, 1989.

3. Section 1 AS21.09210 (i) is amended effective January 1, 1989.
Aetna will credit $1,700,000 as directed by administration.
2 Extended Liability Reserves. Under tl_*State"s plan there is an extension of
benefits which continues Medical coverage for up to 12 months for employees who
are totally disabled at contract termination. This is deferred liability wnicn cannot

be measured while the plan is active.

Aetna provides for this liability by establishing reserves at each renewal. The
extended liability reserves established as of the July 1, 1988 renewal are as follows:

Extended Liability Extended Maturity Total 80%
Actives $2,178,045 $857,139 $3,035,184  $2,400,000
Retirees 1,162,282 27,189 1,189,471 900,000

Note: These reserves were outlined on page 18A of Arthur J. Gallagher®s
March 29, 1989 Report on the Task Force.

Aetna would be agreeable to transferring the extended liability to the State in the event of
contract termination. With the transfer of liability, 80% of the reserves would no longer
be required. The remaining 20% of the reserves would be required to provide for
extended liabilities while the contract is in force.

To accomplish the transfer of liability, Aetna would need to make a change to the
contract with the State. Also, a notice would need to be provided to employees
indicating that the State has assumed this liability.
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IT the State wishes to proceed with this change we would need an effective date. Once
implemented, Aetna would credit the State for that portion of the reserves. Aetna will
credit Extended reserves of $3,300,000, as directed by Administration.

3. Minimum Premium. Aetna has a minimum premium product available called the
Split Funded Group Plan (SFGP). There are two types of SFGP available: one
where Aetna retains terminal liabilities and reserves, and one where terminal
liabilities and reserves are transferred to the State. All further discussion will
assume the State is responsible for terminal liabilities and reserves.

The following table outlines the reserves available to the State:

Actives Retirees
July 1, 1988 Reserves:
Unpaid claim $ 7,808.469 $4,127,414
Extended Liability 3.035.184 1.189.471
Total $10,843,653 $5,316,88]
Estimated Float Claims -2,175.000 -925.000
$ 8,668,653 $4,391,885
Reserve Release Charge -346.746 -175.675
Net Reserve Release $ 8,321,907 $4,216,210

Note: SBS Option | benefits are combined with basic benefits to avoid producing two
separate claim transactions and the expenses associated with two transactions. It is
assumed that Option I would also convert to SFGP to continue these expense
savings.

Aetna would need to retain a portion of the reserves to cover "float” claims outstanding
on the conversion date. Float claims are those claims where a claim check has been
issued but not recorded as paid. The liability is estimated to be approximately two
weeks of claims.

In addition, if the reserves are released Ina lump sum there is a charge made to cover
the opportunity costs associated with the conversion of assets to cash. Currently, the

charge is equal to 4% of the lump sum payment. The charge would be waived if the

reserves were released in 12 installments.

Upon the conversion to SFGP, Aetna®"s costs would increase as follows:

Actives Retirees

Lost Interest $ 867,492 $125,351
Banking and Administration 86,000 37,000
Additional Risk 54.218 26.584
TOTAL $1,007,710 $488,935

Currently, Aetna is crediting interest to the State on the claim reserves at an annual rate
in the range of 7.5% to 8.5%. This interest is used to offset some of the expenses under
the plan. Once released, the net expenses increase by the amount of the lost interest.
Aetna has assumed 8% in this illustration.
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The banking and administration charges \;over the added cost* associated with SFGP.
Although terminal liabilities and reserve jhift to the State. Aetna guarantees payment Of

theee liabilities In the event the State cannot provide the funds. Aetna_aliases an _
*<4dittorvai ruu /o. thu giuinanre*. The nak charge eouia oe waived t there ia

Latter of Credit for i20% Of the reserves.

It would be necessary to Increase the "conventional " premium rate* to provide for these
additional expense*.

trnd«r - crcr a«iaii“cmcui, the following aacmionai document* are required to
Implement SFGP:

* The Letier of luivni <R*iiiblr A) outline* ihe _state-s <ae*ire to implement
SFGP and accepts in principal the various Agreement*.

. The Banklng Agreement (Exhibit B) sets up the wire transfer of funds
between the State and Connecticut National Bank.

. The Split Funded Agreement (Exhibit C) amends the insurance contract and
outlines the vartou* terma and conditions of the arrangement

* The Jtetrpspective Premium Agreement (Exhibit D) provides for the call on
any unusea Claim Liability Limit tn fund an accounting d*K<-it.

¢ The Termination Liability Fund (Exhibit E) ia necessary to assure that
adequate reserve funding is available at all time*.

In addition to these documents, a notice needs to he «etu in the employ.*®® announcing
ine change to SKIP.

Under 5PGP. the conventional premium would be 9plit into two components. A baiic
premium component equal to the estimated expenses would be developed and paid to
Aetna monthly The basic premium level ia not guaranteed and would be “trued up" at
year and baaed upon actual plan coat*. The remainder of the conventional premium
would be retained by tha Stata"* for claim payment.

Put to associated coses and ease of administration. K larecommended that the State
review Qpllt Cirndbia Attn* rauin* UmuUn*i ILil>IIltiv> end rnorvQ*. Till net

impact oi thl* on FY 89, 90 depend* upon the actual claim* paid and the State™™
accounting practice*.

it la further nscommended that the Task Force continue to pursue Cost Containment

Western Home Office
Aetna Insurance Co.
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March 29, 1988

Dear Task Force Members:

We are pleased to present our findings regarding Cost Containment, Financial Review and
Alternate Funding options affecting the State health plan insured by Aetna.

This report is divided into six sections as follows:

1.00 Cost Containment

2.00 Financial Review

3.00 Alternate Funding

4.00 Recommendations

5.00 Future Cost Containment Considerations

6.00 Estimated Financial Impact of Task Force Recommendations on FY 89, 90

Following these sections are supporting documents and literature.

The information contained in this report covers many options and variables. All of these are
potential cost saving ideas if the State and participants agree to them.

Please keep in mind that these alternatives are the first step in managing health care costs.
The State must take a proactive position from here forward.

We would like to thank all of the people involved in providing information to prepare this report,
especially the State entities and Aetna Insurance Company. The task force"s timeframe could not
have been met without everyones® complete cooperation.

Arthur J. Gallagher is committed to working with you on Health Care Cost Containment, keeping
benefits/intact and retaining as much money in the State of Alaska as possible.

Sincerely, ?

Jeffrey A. Malek Ronald C. Johnson
Area Vice President Area Vice President
Employee Benefits Employee Benefits
cc: Janice M ed

AK3/892
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1.00COST CONTAINMENT

The purpose of this section is to identify components of Health Care Cost Containment provisions
that the State could implement in order to control escalating costs while not compromising medical
necessity and quality of care on an incentive basis to the employees and covered dependents.

Many major Alaska employers have implemented cost containment provisions, which generally
would shift costs to employers plans who do not have cost containment. It is our recommendation
that the State take a leading position in managing their health care. Aetna and Arthur J. Gallagher
ft company are ready to work with the State on standard cost containment programs along with
development of some prototype plans that would make the State a leader in the country, delivering
cost effective, participant sensitive health care benefits.

Cost containment has several components: employee communication, systems, plan design, fixed
costs and potential savings. We haw attempted to outline each of the components and cost
savings in this section. The administration of cost containment provisions (i.e., precert, U/R etc.) is
available from firms other than Aetna, and could be contracted through the RFP process. However,
in the interest of time and knowledge of the situation in Alaska, we fed Aetna is in the best
position to show results quickly.

The fixed costs, estimated by Aetna, appear to be on the high side and the savings to be under
estimated. Through negotiations, the fixed cost may be lowered and the actual savings may be

higher due to positive employee acceptance.

We have not reviewed plan design changes, state contribution caps, or cost containment measures,
as thcte do not contain the cost but merely shift the cost. The pricing of plan design changes are
available if you should require them.

AK3/894 -1-



1.01

UTILIZATION REVIEW -HEALTHUNE

SCOPE

HEALTHUNE (basic) combines consumer advisory services with pre-admission certification,
continued stay review, focused psychiatric review, expanded individual case management
and utilization review services. u
(Attachment A)

EFFECT ON PARTICIPANTS

Through the toll-free telephone number for Aetna®s HEALTHUNE , employees have access
to health care information ranging from claim status inquiries to advance review of planned
hospital stays. This enables them to make informed health care decisions about the
appropriateness of the care they receive and help control costs for both the State and the
employee. A $400 reduction is suggested for non-compliance.

EFFECT ON PLAN

Claims are managed on a prospective basis by reviewing care prescribed and recommending
alternatives for the participant to make informed decisions and control plan costs.

EFFECT ON ADMINISTRATION
The State must communicate the change in procedures to employees and retirees.
ACTION REQUIRED

The State must enter into an agreement for Aetna to provide these services, and pay service
charges. 0

ASSOCIATED COSTS
$2.08 per employee per month

Plus the Cost of running new 1.D. cards
Actives 12,600 X $2.08 = $26,208 per month

Retirees
ESTIMATED NET EFFECT ON PLAN FY89 FY90
PERCENTAGE SAVINGS; 6%6* 6%
Actives $3,131,000 $3,131,000
Retirees
Total
NOTES*

Aetna needs sixty (60) day minimum lead time from date of signed agreement.

RECOMMENDED ACTION

* of medical costs
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1.02 OUTPATIENT PRECERTIHCATION

SCOPE

Outpatient Precertification operates similarly to a typical hospital precert system.
(Attachment A and B)

EFFECT ON PARTICIPANTS

Employees have a financial incentive (a suggested $400 reduction for noncompliance) to call
Aetna"s HEALTHUNE before having specific tests or procedures on an outpatient basis.

EFFECT ON PLAN

The HEALTHUNE nurse identifies those cases where the test or procedure may not be
medically necessary.

EFFECT ON ADMINISTRATION

The State must communicate to employees/retirees the change in procedures.

ACTION REQUIRED

The State must enter into an agreement for Aetna to provide these services and pay service
charges.

ASSOCIATED COSTS
$135 per employee per month
Actives 12,600 employees X $155 = $19530 per month

Retirees
ESTIMATED NET EFFECT ON PLAN FY89 FY90
PERCENTAGE SAVINGS: 3%* 3%*
Actives $1552500 $1,252500
Retirees
60M0*1
Total
/ €£% HCrf
NOTES:

RECOMMENDED ACTION

= of medical ocosts
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1.03 MANAGED SECOND SURGICAL OPINION

SCOPE
Managed Second Surgical Opinion operates similarly to a typical hospital precert system.

The program is expected to be available the third quarter of 1989.
(Attachment B and C)

EFFECT ON PARTICIPANTS

Employees have a financial incentive (a suggested $400 reduction for noncompliance) to call
Aetna®"s HEALTHUNE before having specific surgical procedures.

EFFECT ON PLAN

The HEALTHUNE nurse identifies those cases where a second surgical opinion is
necessary.

EFFECT ON ADMINISTRATION

The State must communicate the changes in procedures to the employees and retirees.

ACTION REQUIRED

The State must enter into an agreement for Aetna to provide this service and pay service
charges.

ASSOCIATED COSTS

To Be Determined

ESTIMATED NET EFFECT ON PLAN FY89 FY90

PERCENTAGE SAVINGS: 1-15%* 1-15%*

NOTES™*

RECOMMENDED ACTION

* of medical costs
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1.04

MANAGED MENTAL HEALTH

SCOPE

Managed Mental Health Is a prototype program offered by Aetna utilizing an Employee
Assistance Program to act as a gatekeeper, providing counseling, referrals and pre—
authorization.

(Attachment B and C)

EFFECT ON PARTICIPANTS

The employee either calls the EAP directly or is referred by the HEALTHUNE nurse to the
EAP.

EFFECT ON PLAN

The claim ismanaged on a prospective basis by reviewing and recommending alternatives
to standard inpatient treatment resulting in lower plan costs.

EFFECT ON ADMINISTRATION
The State must communicate the changes in procedure to employees and retirees.

ACTION REQUIRED

The state must enter into an agreement with Aetna to provide these services, and pay
service charges.

ASSOCIATED COSTS
To Be Determined
ESTIMATED NET EFFECT ON PLAN FY89 FY90

PERCENTAGE SAVINGS: TBD TBD

NOTES:

RECOMMENDED ACTION
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1.05

HIGH RISK PREGNANCY MANAGEMENT

SCOPE

This program is currently under development and is designed to lower the incidence of low
birth weight (LBW) infants bom to female employees and dependents.
(Attachment D)

EFFECT ON PARTICIPANTS

All female employees and dependents are encouraged to call the Aetna HEALTHUNE
nurse.

EFFECT ON PLAN

Care ismanaged on a prospective basis emphasizing the need for early prenatal care,
compliance with the provider instructions, awareness of risk factors and behavioral changes.

EFFECT ON ADMINISTRATION
The State must communicate the changes in procedures to employees.
ACTION REQUIRED

The State must enter into an agreement with Aetna to provide these services and pay
service charges.

ASSOCIATED COSTS

To Be Determined
ESTIMATED NET EFFECT ON PLAN FY89 FY90

PERCENTAGE SAVINGS: TBD TBD

NOTES:

RECOMMENDED ACTION
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1.06

ON-SITE CONCURRENT REVIEW

SCOPE

The On-Site Concurrent Review program is designed to assure that medically necessary care
is being provided in an efficient manner. A registered nurse visits hospitalized patients
daily and reviews the patients hospital charts.

(Attachment E)

EFFECT ON PARTICIPANTS

Patient3 have daily interface with the nurse.

EFFECT ON PLAN

Daily telephone contact between the review nurse and an Aetna Area Medical Director
enables the review nurse to negotiate for alternative care, identify 1 CM necessity early on,

interacts with social services and discharge planning departments, to insure maximum
benefit of these services.

EFFECT ON ADMINISTRATION
The State must communicate the changes of procedure to employees and retirees.

ACTION REQUIRED

The State must enter into an agreement with Aetna in order for Aetna to provide these
services.

ASSOCIATED COSTS

$130,000 - $150,000 per site

ESTIMATED NET EFFECT ON PLAN FY89 FY90
DOLLAR SAVINGS: $260,000 - $260,000 -
450,000 450,000
per site per site
NOTES:

RECOMMENDED ACTION
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1.07 R & C PROFILES

SCOPB

Reasonable & CuStomary (R SCC) Profiles represent the prevailing charge made by Health
Care providers of similar expertise for a similar procedure in a particular geographic area.
These are currently set every six months for the State. Aetna states they are pay7in% 85% of
RicG

EFFECT ON PARTICIPANTS

If the provider charges more than the R X C Profile, the employee will have to pay the
excess amount

EFFECT ON PLAN

Health Care expenses will usually be within the prevailing R & C Profiles for the
geographic area. By using an alternative to the current month of date, the plan could save
some inflationary increases.

EFFECT ON ADMINISTRATION

The State may communicate the changes in procedure to employees and retirees.

ACTION REQUIRED

The State must enter into an agreement with Aetna and pay the associated costs.

ASSOCIATED COSTS

IfR & C Profiles are determined on an annual basis: $50,300 - $68,000.
IfR S C Profiles revised to the Seattle area (+25%): $100,000
ESTIMATED NET EFFECT ON PLAN FY89 FY90
SAVINGS
- Annualized R k C
per employee per month $3.57 $3.57
annualized $540,000 $540,000

0 Revised Seattle

per employee per month $3.14 $3.14
annualized $475,000 $475,000

NOTES:

RECOMMENDED ACTION
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1.08

WELLNESS PROGRAMS

SCOPE

Wellness Programs are comprised of topics designed to promote safety and good health
among employees. Many include physical fitness programs.

(Attachment F)

EFFECT ON PARTICIPANTS

To increase worker morale and productivity and lower absenteeism.

EFFECT ON PLAN

This program is a long-term investment in the employees of the State of Alaska which will
in the long run reduce the cost of: accidents, ill health (absenteeism), lower productivity,
and health care.

EFFECT ON ADMINISTRATION
The State needs to regularly communicate the program to its employees and retirees.

ACTION REQUIRED

Aetna has a Wellness Program available called the Wellness Video Tape Library, where
appropriate topics are addressed. The State must enter into a contract with Aetna and pay

the associated charges.

ASSOCIATED COSTS

To Be Determined

ESTIMATED NET EFFECT ON PLAN FY89 FY90

LONG TERM SAVINGS: Minimum of 2 1/2 years
before savings are realized.

NOTES:

RECOMMENDED ACTION
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1.9 MAIL ORDER DRUG PROGRAM

SCOPE

The Mall Order Drug Program offers a cost saving, convenient service for obtaining
prescription drugs through the mail. Drugs are dispensed up to a 90 day supply instead of
a 30 day supply. This program is ideal for patients receiving maintenance treatment, which
account for up to 70% of all prescription drug costs. Additional savings may be realized
by substituting generic drugs for brand name drugs.

(Attachment G)

EFFECT ON PARTICIPANTS

The plan participants must submit a patient profile form and mail in their prescriptions.
The patient profile is maintained on computer to protect against adverse interaction with
other drugs. Medications are mailed within two business days of receipt.

EFFECT ON PLAN

The plan can be added without altering the present medical plan, and can be integrated
with other health benefits provisions (including deductibles and coinsurance maximums).
Coordination of benefits can be administered as well.

EFFECT ON ADMINISTRATION

The State needs to communicate the program to the actives and retirees as benefit
enhancements and encourage participation in order to maximize savings.

ACTION REQUIRED

The State must complete the mail order drug program application, enter into an agreement
with Aetna and pay the appropriate charges.

ASSOCIATED COSTS
To Be Determined

ESTIMATED NET EFFECT ON PLAN FY89 FY90

PERCENTAGE SAVINGS: up to 1% up to 1%

NOTES:

RECOMMENDED ACTION
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PRESCRIPTION DRUG TREND

Over the pMt few years, the trend experience on prescription drugs has exceeded the overall
medical trend average. In part, this stems from earlier hospital discharges and the corresponding
transfer of post treatmen®™ pWmaceuticals from an inpatient (Hospital Ancillary) basis to an
outpatient (PrescHotion Drugs) classification. It is also due in part to new life-saving drugs with
excessive price ta’s.

Contributing to this development are orphan drugs. Orphan drugs get their name from the
Orphan Drug Act which was signed into law in 1983. The purpose of the Act v.as to encourage
drug companies to develop treatments for rare diseases by rewarding such companies with a seven
year monopoly on the sale of the drug. Because of the monopoly, drug companies can charge
virtually any amount they want. Examples of orphan drugs include Pentarn (an inhalant version of
pentamidine used to prevent a pneumocystic pneumonia infections in AIDS victims-cost $100 per
vial) and Human Growth Hormone (used to prevent dwarfism in children-cost $8,000 - $30,000 per

year).

Because of the highly complex technology or biotechnology associated with their development,
many other new drugs enjoy a monopoly type status. This status is often furthered by competitors
who remove their less advantageous drugs from the market for fear of being sued for marketing an
unsafe product Given that many of these drugs deal with life-threatening situations, the consumer
is often faced with the choice of pay or die. Examples of such drugs ir-Jude Factor VUl (speeds
blood clotting in hemophiliacs without the risk of AIDS, hepatitis, or other diseases that are present
with other treatments-cost $25,000 per year), TPA (dissolves blood clots in the treatment of heart
attacks-cost $2,200 per treatment), AZT (treatment of AIDS-cost $8,000 per year), and Cydosporine
(suppresses the rejection of new organs in organ transplants- cost $5,000 « $7,000 per year).

Provided by Aetna Insurance Company.
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110 SUPPLEMENTAL BENEFIT SYSTEM REVIEW

SCOPE

The Supplemental Benefit System (SBS) is available to all eligible active employees of the
State of Alaska, where the employee can choose coverage and pay premiums out of The
Alaska Social Security Fund. SBS covers the deductible, and Wellness or Preventative Care

Programs. Open enrollment occurs in October for the plan year effective the following
February.

EFFECT ON PARTICIPANTS
Participants generally perceive the SBS benefits as first dollar coverage. Typically this

provides no real incentive for the participant to control the cost of their ownhealth care.
This in turn drives up the cost of the plan.

EFFECT ON PLAN
Prior to January 1, 1989 SBS experience was combined with all other plan experience, so
that it was impossible to determine what effect the SBS had on the total cost of the plan. It

is possible that the SBS may be driving utilization higher on the base plan due to the
perceived first dollar coverage discussed above.

EFFECT ON ADMINISTRATION

As of January 1, 1989, the coding of claim data has changed to separate SBS experience
from the rest of the plan.

Without separate experience to calculate the premium rates, the premium was an estimated

guess. With the changes in coding, SBS experience can be tracked to help identifytrends
and patterns in utilization, and accurate premium rates can be determined.

ACTION REQUIRED

The State needs to look at experience on an ongoing basis to gain an understanding of the
effect of SBS on the true cost of the plan and how it is effecting the base plan.

ASSOCIATED COSTS
To Be Determined

NOTES:

RECOMMENDED ACTION
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11

ELIGIBILITY/ENROLLMENT VERIFICATION

SCOPE

The active and retired employees of the State need to meet the eligibility requirements
(conditions that the employee must satisfy) of the State"s Health Insurance Plan in order to
participate in the plan and obtain plan benefits. All pertinent data is maintained on
magnetic tape by the state via the payroll system and is transferred to Aetna, where Aetna
pays claims directly from that information.

AREAS OF CONCERN

At the present time there are several areas of concern to the consultant;

. Accuracy of the eligibility data. Is Aetna paying claims on persons who are no
longer eligible for coverage, persons who lave never been eligible for coverage, or
ir. duplicate (paying claims twice)? Are employees who are eligible for COBRA and
who choose COBRA transferred from active status to COBRA continuation status
and is this communicated to Aetna, all on timely basis.

. Timeliness of Data Transfer. Even under the best scenario (accurate eligibility data
for the current month), the timeliness of the data transfer from the State of Alaska

is of utmost importance. Untimely transfer of data combined with inaccurate data
compounds the accuracy of the eligibility data further.

EFFECT OF INACCURACIES ON THE PLAN

It is more likely that the State is paying claims on ineligible persons and in duplicate. The
amount overpaid is difficult to determine without further investigation.

EFFECT ON ADMINISTRATION

Initially, there would be more work for the State to develop a system. However, the results
should show substantial savings.

ACTION REQUIRED

We recommend that the State take immediate action to examine these issues, and
subsequently initiate a new enrollment process in order to generate current, accurate and

verifiable data.
ASSOCIATED COSTS

To Be Determined

NOTES'

RECOMMENDED ACTION
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1.12 MANAGEMENT REPORTS/PARTICIPANT DEMOGRAPHICS

SCOPE

Management Reports provide the necessary information for the effective management of the
health care program. Effective reports help to identify trends and patterns in charges and
utilization; pinpoint specific sources of expense; design plan changes; and monitor the
results of plan changes.

(Attachment H)

CURRENT REPORTING

Currently/ the State receives a minor recap of claim data which is provided by Aetna“"s
Experience Monitoring Reports (which are available in many combinations). Experience
Monitoring Reports includes three report types: Basic Year-To-Date (premium and claim
tracking data); Monthly summary (rolling 12 month basis); and Statistical Data Report (an
overview of current year experience, claim activity, and prior year run off).

(Attachment HI)

ADDITIONAL AETNA REPORTING AVAILABLE
Aecccss Il (Computerized Claim Extract System)

This system provides a look at inpatient utilization, the most expensive type of care,
including hospital charges, physician and other inpatient expenses.
(Attachment H2)

Aeccestor

This is a PC based data reporting and analysis system, offering pre-programme- basic and
menu reports, and custom reports as well.

EFFECT ON PLAN MANAGEMENT
Administration

Administration would be responsible for utilizing management reporting to effectively
manage the health care program.

Flan

By monitoring plan experience and identifying trends and patterns, management can make
informed decisions regarding changes in the plan design to contain costs and monitor the

results of those changes.

One result of a change in plan design is cost shifting. As the plan design change contains
cost to one ares, the cost differential is shifted to another area. A good example of cost
shifting internal to the plan is inpatient hospitalization to outpatient surgery. An example
external to the plan occurs when public programs cut down reimbursement levels and
hospitals shift costs to private payors.
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Participant

One result of the analysis of management reports might shift some of the costs from the
employer to the employee by changing the deductible and/or coinsurance level (cost

sharing).
RECOMMENDATIONS

We recommend that the State obtain the most comprehensive reporting available, and be
reviewed by the State and the consultant (Arthur J. Gallagher).

The State should implement a system to track participant demographics and relate it to
claim and eligibility data.

ACTION REQUIRED

The State must sign an agreement with Aetna to receive the necessary reports.

ASSOCIATED COSTS
Will be determined based on reports chosen.
ESTIMATED NET EFFECT ON THE PLAN

Thi3 will be determined once reports are selected and analyzed.

NOTES:

RECOMMENDED ACTION
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2.00 FINANCIAL REVIEW

We have reviewed the financial information on the State plan and have found several areas that
need further consideration. These are outlined in sections 2.01 - 2.04.

Regarding the administration charges listed by Aetna, we did not attempt to value them as they are
contractually agreed upon and do not come up for review until the end of the calendar year 1989.

It is important to note that the administration charges are broken into two parts.
1 Retention charges are made up of the following:

Administrative, Claim Settlement, Risk and Profit Charges;
Premium Taxes;

Non-Recurring Charges;

Less Interest Credits;

Less Premium Tax Credit;

The total of these two were $5,363,319 or 7.42% during the 1987 policy year. These charges as a
percent of premium appear to be in line with the current market place, especially when you
consider Aetna is processing roughly twice as many claims per insured for the State of Alaska
versus other Alaska plans. Employee education would lower the volume by suggesting employees
batch bills and submit them on one claim form. The State is charged on a slidingscale per
explanation of benefits (E.0.B.) regardless how many bills are attached.

The areas that did concern us, were premium tax a edits (section 2.01) and the that State bills back
through the plan consulting fees worth $161,424 for the 1987 plan year. If this isan expense, it
should be paid separately, and not added to the total cost of the plan.

In addition, it is confusing that the financials are calculated on a July 1st - June 30thbasis; and the
premium changed on February 1, 1989.

AX3/8919 - 16 -
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STATE QOF ALASKA
AETNA

1987 Retention Charge

Paid Claims

Incurred Processed Claims Transactions

Average Lives

Processed Claim Transactions per

Employee/Retiree per month

Claims Cost per Member/Retiree per month

Retention

Ongoing Administrative,
Claim Settlement, Risk
& Profit Charges

Cash Fund Accounting
Interest Credits
Sub Total (1)

Non-Recurring ltems:
Revisionary Admin. Charges
Direct Charges

Premium Taxes

Premium Tax Refund

Sub Total (2)

Net Retention (1+2)

Matrix
No. PCX 3 Multiplier

* 556,158 X $8.72 »

D

$4,849,698 *

-1,
$3,

11
$21

$5,

$4,849,698

16B

ollars

656,235
193,463

6,900
340,234
822,722

0

169,856

363,319

$ 72,314,057
556,158
21,833

$ 212
$ 276.01

Paid Claims

6.71Z

-2.2972
4.427

3.00Z

7.427



STATE OF ALASKA

AETNA
1987 Policy Year Direct Charges

l. Printing Charges

. Watts Line Charges

Month Total

July, 1987 $ 5,201
August 15,283
September 6,423
October 6,022
November 6,685
December 5,375
January, 1988 5,351
February 4,926
March 324
April 5,000
May 0
June $ 4,956

I11. PRO Charges

1v. Experience Monitoring Reports

V. Custom fccess Reports

VI Delegate Tape

VIl. Consulting Fees

VII1. Special 1.D. Cards

IX. COBRA Direct Billing
X. Custom requested Eligibility Information

TOTAL DIRECT CHARGES



State of Alaska

AETNA
Interest and Rate History

Interest Received AIl Groups

July 1, 1987 to June 30, 1988 $ 1,656,235
The interest rate applied to the positivecash balance is 7.5%,

July 1, 1986 to June 30, 1987 $ 2,350,177
The interest rate applied to the positivecash balance is 9.0%.

The interest rate applicable for the 1988policy year will be
between the range of 7.5% to 8.5%.

Rates

Rates effective February 1, 1989

Active Medical

$431.72 per eligible General Government employee, PSEA employee,
IBU employee, and those employees not covered by a collective
bargaining agreement;

$448.78 per eligible Supervisor or Confidential employee, and
Masters, Mates and Pilots employee;

$484.97 per eligible MEBA employee;

$442 .84 per eligible Local 71 employee;

$12.13 per participating employee of Option 1; and

$32.99 per participating employee and family for Option 1
Retiree Medical

$252.83 per eligible benefit recipient for health care coverage

BAEU

Effective Date Active Medical

February 1, 1989 +5.0% +19.7%
July 1, 1988 +33.3% +50.6%
November 1, 1987 -1.0% -15.0%

July 1, 1987 +27.0% Pass



11/1/87

- 6/30/88

PAID CLAIMS COST
PER EMPLOYEE/RETIREE

PER MONTH

$ 0.00 - $249.99
$250.00 - $259.99
$260.00 - $269.99
$270.00 - $279.99
$280.00 - $289.99
$290.00 - $299.99
$300.00 AND UP

NOTE:

toll-free telephone lines,

final accounting.

AETNA

GROSS RETENTION COST AS A CHARGE PER PROCESSED CLAIM TRANSACTION

RETENTION GUARANTEE FOR NOVEMBER 1. 1987 - JUNE 30.

MEDICAL, AUDIO AND SUPPrEHENTAL HEALTH-

0 - 1.64

$9.02

$9.06

$9.10

$9.14

$9.18

$9.22

$9.26

and premium tax for Political

DENTAL,

STATE OF ALASKA
(ALL FLANS COMBINED)

VISION.

1988

PROCESSED CLAIM TRANSACTIONS PER EMPLOYEE/RETIREE

1.65-1.69

$8.95

$8.99

$9.03

$9.07

$9.11

$9.15

$9.19

1.70-1.74

$8.88

$8.92

$8.96

$9.00

$9.04

$9.08

$9.12

Subdivisions).

1.75-1.79

$8.80

$8.84

$8.88

$8.93

$8.97

$9.01

$9.05

These factors will

PER MONTH FOR 11/1/87 - 6/30/BB

1.80-1.84

$8.74

$8.78

$8.82

$8.86

$8.90

$8.94

$8.98

1.85-1.89

$8.67

$8.71

$8.75

$8.79

$8.83

$8.87

$8.91

1

1.

90 & UP

$8.60

$8.64

$8.68

$8.72

$8.76

$8.80

$8.84

lhese retention charges exclude interest credits, premium taxes, and direct expense items (i.e., printing,

incorporated at

(@]

[ 3



201 PREMIUM TAXES

Currently, required by State Law (AS 39.30), Aetna charges a premium tax based upon the total
premium collected, applies for a tax refund at the end of the year, and then credits the retention

charge.

During our review, it was discovered that Aetna had collected the 1987 calendar year refund, but it
had not been credited. The 1988 refund has not been applied for as of yet (estimated 1987 credit
$1,650,000, estimated 1988 credit $1,750,000, for a total of $3,400/300).

It is recommended that Aetna reduce the premiums due during remaining year 1989 by the amount
of the 1987 IC 1988 tax credit.

2.01A AS 30.30

This law should be amended to exempt the State from paying this premium tax. Itwould simplify
the administration and retain the money in Alaska.

AK3/8920 - 17 -



102 RESERVES

Per the agreement between the S"te and Aetna, Aetna is required to establish reserves for incurred
but upreported claims. This also allows Aetna to pay claims after termination of a contract

A reserve development spread sheet is attached for your review. We feel that the reserves
established by Aetna are slightly overstated (Aetna agrees the reserve levels are "conservative).
The fact that the plan may be slightly over reserved does not present a problem because the State
earns interest credits on the money and it keeps the plan in a healthy position.

One consideration is to have the State hold the reserves in a separate account. This would keep
the money in the State, and if the State’s investment performance is better than Aetna®s, this would

result in an immediate credit.

The reserves as of June 30, 1989 = §14 317,095
(Excluding Extended Liability)

Aetna®s estimated required reserves = §12,761,685
Estimated over reserve =§ 1,555,410 (+11%)

AK3/8921 -18 -



v81

Actives
Comp. Medical
Extended Liability
Maternity
Comp. Dental
Vision

Supplemental
Benefits Systems
Comp. Medical
Extended Liability
Maternity

PoliticalSubdivision

Comp. Medical
Extended Liability
Maternity

Comp. Dental
Vision

Retiree Medical
Comp. Medical
Extended Liability
Maternity

Retiree D/V/A
Comp. Dental
Vision

Polysubs Option 11
Comp. Medical
Extended Liability
Maternity

Q)]
Runoff
7/88 - 9/88
4,900,657

698,872
218,196

54,911

651,714

112,564
29,062

2,563,098

182,300

64,676

2,847

STATE OF ALASKA
ERG - 392675
AETNA

Reserve Development

(B)
Runoff
7/87 - 9/87 X
4,362,820

727,610
223,679

38,739

544,969

81,037
27,498

1,903,897

117,518
38,617

©
Runoff
7/87 - 7/88
5,956,475

881,740
277,585

47,211

726,162

102,849
37,360

3,065,888

156,875

53,847

471

®
Reserve

6,690,774
2,178,045 ~
857,139
846,914
270,781

66,920
16,413
12,750

868,398
249,999 ~
122,634
142,862
39,485

4,127,414
1,162,282
27,189

243,353
90,183 ~

802
482

Actual
Runoff

7/1/88 - 3/1/89

6,492,100

827,702
268,508

77,182

793,861

129,984
36,594

3,772,585

228,014

87,178

2,9/7



2.03 EXTENDED LIABILITY

As a part of Aetna"s standard operating procedure, a separate reserve is established for "extended
liability". Extended liability is for claims incurred by an individual on disability at the time of
contract termination (Aetna®s). Most plans eliminate the extended liability reserve. If they change
from one carrier to another, the new carrier usually accepts the liability.

If a plan is self funded, extended liability is calculated as part of the regular reserve.

Currently, Aetna holds $3,697,724 for extended liability. By issuing a contract change, this money
could be released to the State and reduce premiums for the fiscal year 1989 by this amount

AK3/8922 - 19 -



2JA CLAIM FLUCTUATION MARGIN -
PREMIUM STABILIZATION ACCOUNT

In all insured medical plans, the carrier provides for the ability to recover deficits and usually has
a vehicle to pay dividends to policyholders in lower utilization years.

Aetna®s procedure is to establish a claim fluctuation margin as a part of the premium calculation
(1989 = 3%). The margin is used to cover unexpected claim activity. If there is a surplus or deficit

on the plan at the end of a plan year, it is posted on a cumulative basis to the premium
stabilization account (P.S.A.).

The premium stabilization account balance as of July 1, 1988 = $279,636.

$706,000.

Aetna®s Maximum P.S.A

In previous years the P.S_A. had a substantial positive balance. The State has never requested this
credit, instead it lets the monies grow with interest, and uses it to reduce future premium increases.

AK3/8923 -20-



Policy
Year

7/82 -7/83
7/83-7/84
7/84-7/85
7/85-7/86
7/86-7/87

* 7/87-7/88

Policy
Year

7/82 -7/83
7/83 -7/84
7/84 -7/85
7/85 -7/86
7/86 -7/87
7/87 -7/88

Paid

Premium

27,729,375
27,857,503
34,763,000
36,756,000
39,484,110
47,004,042

Paid

Premium

6,440,213

10,274,521
13,848,779
14,011,340
15,500,815
17,296,636

STATE OF ALASKA

ACTIVE EMPLOYEE EXPERIENCE

Incurred
CNIHS

25.312,455
23,619,520
32,223,711
38,378,681
44,113,812
47,386,626

Retention

1,586,818
684,501
770,849
871,457

1,526,215

2,210,804

Policy Year

Surplus (eficit)

830,102
3,553,482
1,768,440

(2,494,138)
(6,155,917)
(2,593,388)

RETIRED EMPLOYEE EXPERIENCE

Incurred

Claims

8,146,246
7,275,641
9,456,773

11,092,724
12,621,468
19,881,727

Estimated figures for the 1987 policy year.

Retention

377,676
258,989
254,484
353,460
568,806
869,340

Policy Year
Surplus (eficit)

Cumullative
-Balance

830,102
4,383,584
6,152,024
3,657,886

(2,498,031)
(5,091,419)

Cumulative
Balance

(2.,083,709)

(2,083,709)

2,739,891
4,137,522
2,565,156
2,310,541

(3,454,431)

656,182
4,793,704
7,358,860
9,669,401
6,214,970



3.00 PREMIUM DELAY

Premium Delay is basically a fully insured plan where the plan sponsor pays the premium thirty

(30), sixty (60,) or even ninety (90) days after the original due date. This program isa pure cash
flow mechanism. However, itmust be understood, if the State changes carriers, the premium

deferred would have to be paid up, usually shortly after cancellation.

" Also, the carrier charges interest on the amount of premium on delay. The next page is one
example of the cash flow advantage and associated charges.

An estimated net first year cash float of $13,360,114 could result from implementing premium
delay.

AIC.3925 -22 -






34)2MINIMUM PREMIUM/SFG FUNDED -NON-FUNDED

One step closer to self funding employee benefits would be minimum premium (split funded).

Minimum premium isa vehicle by which the State would pay the fixed costs of the plan on a
monthly basis and claims as they are presented to the bank- This affords the State the ability to
hold the reserves, pay claims as they are presented, while the maximum cost of the plan would not
exceed the fully insured premium level.

This is a popular way for plan sponsors to receive cash flow, retain reserves, earnings, usually
lower costs and not increase overall liability or impair the "insured perception™ to employees.

Minimum premium plan design prevents the State from paying two whole premiums on dual
covered individuals.

An illustration of the fixed costs associated with minimum premium plans, is included in 3.03.
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The State could consider a self funded plan (A.S.0./A.S.C.) whereby the State hires a claims
administrator (could be an insurance company or a T.P.A.) and funds the claims as they are
presented. Also, most plans purchase aggregate reinsurance to limit their total exposure not to
exceed 125% of the insured premium.

In good years, the State would retain the surplus and reserves. In a bad year, they could pay up
to 25% more than an insured or minimum premium plan would cost.

Most plans of this size are self funded in some fashion. The State should consider this as a future
option.

However, the bargaining units may express concern if the plan is self funded, that is to say there is
no insurant- company fronting the risk as in insured or minimum premium plans.

AK3/8927 - 24



1987 Retention Charges

Comparison of Funding Arrangements

Credited Premium 9 63,893,599
Paid Claim $ 64,653,472
Average Lives 19,733
Conventionally SFGP SFGP
Retention Insured Funded Unfunded ASC
Ongoing Administrative, $ 4,187,517 $ 4,187,517 84,187,517 $3,924,185

Claim Settlement, Risk
and Profit Charges

Cash Fund Accounting $ (1,466,940) $ (1,466,940) $ (451,000)* $ (584,000)*
Interest Credits

Banking and Admin. $ 0 $ 101,000 $ 230,284 $ 101,000
Charges - - - - - - - - =" ]

Sub Total $ 2,720,577 $ 2,821,577 $ 3,966,801 $ 3,441,185

Direct Charges $ 395,879 $ 395,879 $ 395,879 $ 395,879

Total Retention $ 3,116,456 $ 3,217,456 $ 4,362,680 $ 3,837,064

Taxes have been excluded due to the Tax exemption status for the State of Alaska.

* Interest earned due to funds in the Premium Stabilization Reserve.

24A



3.4 POOLING CONCEPT

Pooling is basically a self funded plan that has expanded to cover more than one entity. Examples
are state, university and municipal employees.

Pooling of employee benefits and property and casualty insurance has become very popular with
public entities in the last ten years.

Pooling of coverages is usually undertaken to improve cost effectiveness, provide coverage when
they are not available or uncompetitive in the standard insurance markets, and to retain premium
money in the state.

Our firm successfully established the JIA for the Alaska Municipal League last year. Although it
originally drew criticism, a year later it looks to be a huge success. Ithas provided coverage that
was previously unaffordable or very expensive at competitive rates and has kept $7,000,000 in the
State that would have normally been sent to out of State insurance companies.

3.04A POOLING LEGISLATURE

In order to proceed with pooling, legislation has to be enacted to allow combining employee
benefits plans. We recommend that the State take pooling under further consideration as a long
range cost management technique.

AK3/8928 -25-



3.06 AS 21.89.030 AMENDMENT

Alaska Stale Law requires that an insurance company use a negotiable bank check to settle a claim
or pay a judgment This means that Aetna issues checks on a funded account Usually minimum
premium or self funded plans issue drafts that are funded upon presentation. This change from
checks to drafts would result in an additional ten day float on the money, resulting in a net
interest credit of approximately $2,500,000 per year. There are some administrative and banking
arrangements that need to be established to take advantage of this.

State Law AS 21.89.03 should be interpreted or modified to allow the State to use drafts for benefit
payments.
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AM I&Isnal

Alaska law (Section 21.89.030) requires that an insurance company
use a negotiable bank check to settle a claim or pay a judgement.
This is interpreted to mean that the check requirement pertains
to claims or Judgements against the insurance company. That 1is
why we currently issue checks on this account. Benefit payments
under split-funded or self-funded plans are made by drawing
drafts, with the contractholder as payer, against a Connecticut
National Bank (CNB) account in which all such ccntractholders
participate. This is not an Atria account. Therefore, we believe
that Alaska lav allows the use of drafts for these special
arrangements. The State should concur with this interpretation.

In order to implement a split-funded or self-funded arrangement
the State must execute a banking agreement enabling CNB to
advance funds on their behalf and promising to reimburse CNB

for such advances. (Etna®"s normal procedures result in a one day
delay.) The State should confirm that they are empowered with
the right to enter into such a "loan" agreement.

Under the present check arrangement the State of Alaska does not
participate in Etna"s bulk payment process. Under this process
providers are paid bulk on a scheduled basis. On average the
bulk payments are "aged" an additional ten days. |If the State
converts to a Split-Funded or Self-Funded arrangement and
converts from checks to drafts, the State would be eligible for
the bulk payment process recognize an additional cash flow
advantage of ten days. Ths cash flow advantage represents
approximately $2,586,139 in claims for the Active and Retirees.
If checks are used, however, Atna would need to establish a
separate bank routing number, and build an interface print and
maintain a separate supply of checks that would differentiate
between the State of Alaska"s checks and other policyholder®s
drafts, an additional cost to the State would be generated.
These charges are approximately:

Start-up charges $25,000
Operating (annual charge) $ 50,000



4.00 RECOMMENDATIONS

Action

~1.00 Cost Containment
~1.01 Utilization Review - Healthline (Basic)
~1.02 Outpatient Precertification
~1.03 Managed Second Surgical Opinion
_1.04 Managed Mental Health
~1.05 High Risk Pregnancy Management
~1.06 On Site Concurrent Review
1.07 R & C Profiles
~1.08 Wellness Programs
_1.09 Mail Order Prescription Drug Plan
~1.10 Supplemental Benefit System
~1.11  Eligibility/EnrolIment Verification
_1.12 Management Reports/Participant Demographics
.100 Hnandal Review
.2.01 Premium Taxes
.101A Premium Tax Amendment
102 Reserves
.2.03 Extended Liability
.104 0.7"im Fluctuation Margin - Premium Stabilization Vcount

.3.00 Alternate Funding

.3.01 Premium Delay

3.02 Minimum Premium/Funded - Unfunded
.3.03 Self Funding A.S.0. - ASC.

.3.04 Pooling Concept

.3.04A Pooling Legislation

.3.05 AS 2159.030 Amendment
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Preferred Provider Organizations: Medical and Dental
Managed Care
__Prescription Drug Network
Plan Dtesign Alternative)
Flexible Benefit Plans
Education for Plan Participants
Employee Assistance Plana
Electronic Plan Processing
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6.00 ESTIMATED FINANCIAL IMPACT OF
TASK FORCE RECOMMENDATIONS FY 89, 90

FISCAL YEAR 1989 IMPACT

Effective Date Project Premium Paid $110,000,000

ASAP Premium Tax Credit (3,450,000)

7/1/89 Cost Containment 0

7/1/89 Interest Credit on Drafts (225,000)

ASAP Reserve Release 0

ASAP Extended Liability Amendment (3,697,724)
Total $ 7,372,724
Net Effect -6.7%

FISCAL YEAR 1990 IMPACT

Project Premiums Paid $123,200,000
Premium Tax Credit or Amendment (1,700,000)

Cost Containmment (6,500,000)
Interest Credit on Drafts (2,700,000)
Reserve Release Interest Credits (1,360,000)
Extended Liability Amendment 0
Total $ 12,260,000
Net Effect -8.84%
Total Fiscal Years
1989 - 1990 -$19,632,724
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ATTACHMENT

Section 2 Objectives of The HEALTHLINE Program

The objectives of Etna®s HEALTHLINE Program are to aggressively promote cost-
effective hospital utilization and informed health care consumer behavior
through:

Direct interaction with providers
Consumer Counseling and advocacy

We recognize that most consumers do not have the knowledge and experience
necessary to prudently purchase health care services. They are net familiar
with the options available, the questions to ask their doctors, etc. We also
recognize that the advice and assistance of Independent experts can be most
beneficial with helping consumers find their way through the complexities of the
healthcare delivery system. Etna®"s HEALTHLINE Program is designed to fill these
important needs by combining counseling, pre-certification, second surgical
opinion, continued stay review and discharge planning into one comprehensive
program.

Resources in Support of the HEALTHLINE Program

Etna®s HEALTHLINE Program is fully integrated, system supported and administered
by specially trained nurse and physician advisors.

Specially trained HEALTHLINE Nurses and dedicated support staff
in the Seattle, WA Claim Office.

Home Office Management and Professional Staffs to manage the
programs and assure consistency. This Includes our staff of
registered nurses, social*workers and physicians to provide
support as necessary.

Home Office based Focused Psychiatric Review staff which includes
a board certified psychiatrist, a licensed clinical psychologist
and 25 masters level psychiatric clinicians (MSN"s and MSW®s)
each of whom has extensive clinical experience in direct patient
care.

Personnel experienced in discharge planning and patient placement
are available as Home Office resources.

Al
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Resources in Support of the Program (Continued)

Professional protocols which address Che need for admission,
length of stay, candidates for ambulatory surgery, candidates for
Individual Case Management, etc.

Reference guides for nurses to assist with the application of
protocols, second opinion referral, computerized notice of
certification, etc.

Network of 310 Nurses in £tna Claim offices throughout the
country to draw upon as a resource with knowledge of community
programs, facilities, etc.

Quality Assurance Program administered by medical professionals
which ensures that Healthllne components are consistently
administered in accordance with established procedures and
applicable plan provisions.

Physician advisor network which includes board certified
practitioners in all major specialties.

Outside peer review organizations for impartial advice and
on-site review of selected cases.

Etna®"s national directory of 15,000+ Board Certified Physicians
for second surgical opinion referrals.

The insurance industry®s largest provider profile database
profiling hospital costs for common causes of admission, (i.e.,
50 most common admitting diagnoses by hospital, 50 most common
surgical procedures resulting in admission by hospital.

System support through declaims (-Etna"s Computerized Claim
System) .

Computerized monitoring and reporting of activity and results
through Access (Etna®"s Computerized Claim Extract System).

A2



Section 3 Message to Employees

In order to receive maximum benefits, the employees of STATE OF ALASKA and their
family members must notify the £tna HEALTHLINE Nurse Consultant of each hospital
admission. Compliance with this pre-notification requirement will assure full
benefits, assuming the patient remains covered at the time of admission.
Notifying the HEALTHLINE Nurse Consultant is required within the following time
frames:

Non-Emergencies/Non-Urgent Admissions: Two weeks Prior to Admission

Admission that is not an urgent or emergency admission.
Maternity Admission: Within 60 days prior to expected date of delivery.
Emergency Admissions: Within 48 Hours Following Admission

Admission for a disease or Injury severe enough to require
immediate confinement.

Within two days after the patient notifies the HEALTHLINE Nurse, a
system-generated "Notice of Certification” is automatically mailed to the
patient®s home, physician®s office, and hospital. The confirmation will
indicate the number of certified hospital days, as well as remind the
patient of the need to recertify if an extended hospital stay is
anticipated. Refer to Exhibit Il to review a sample Notice of
Certification.

Pre-certification will not be required for employees and/or their
dependents if Medicare provides primary coverage.

The employees of STATE OF ALASKA, their family members, and attending
physicians are advised Co always contact the HEALTHLINE Nurse under the
following conditions:

Before all surgery
Before ordering private duty nursing services

Prior to a hospital discharge which involves transferring the
patient to a convalescent facility or providing for home health
care

This telephone call will trigger discussion of a second surgical opinion,
assistance in identifying a qualified board certified specialist from
Etna®"s second surgical opinion consultant listing, and consideration of
ambulatory care alternatives. The HEALTHLINE Nurse also has authority to
waive a mandatory second opinion requirement when it is determined, based
on established criteria, that surgery is clearly the treatment of choice.

Additionally, this telephone call will trigger discussion about the
extent of coverage and the criteria applied for assessing tha medical
necessity for private duty nursing, convalescent facility and home health



Section 4 Workflow

Telephone System

STATE OF ALASKA employees and their family members will contact the Seattle, WA
Atna Claim Office via Toll-Free Telephone Service. The telephone service will
be available for both customer relations inquiries which involve claim status or
denial questions and HEALTHLINE calls which include pre-admission certification,
second surgical opinion assistance, outpatient surgery, plan features and other
healthcare related questions.

Review Recent Claim History

The HEALTHLINE Nurse will scan recent claim activity to identify significant
recent events, (i.e., prior hospital admissions) and diagnostic-related
information. If necessary, claim history screens can also be accessed.

Identify Type of Activity; Pre-Certification or Consumer Advice

Telephone calls will be classified into one of three categories:
Pre-certification, Consumer Advice or Both. This will be done by interviewing
the caller.

If Pre-Certification

HEALTHLINE Nurse obtains information from the caller and enters it
info Acclaims Terminal: (See Secfion 5 for Focused Psychiatric Review)

Proposed surgical operation (if any)

Name, address, and phone number of attending physician
Hospital name and address

Scheduled admission date

Number of inpatient days requested

The Nurse Consultant will gather any missing medical information by
telephoning the attending physician®s office.
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Section 4

Workflow

If Pre-Certification (Continued)

HEALTHLINE Nurse applies severity of illness/intensity of service
criteria to determine the necessity of inpatient admission. Hospital
certification will be refused if the patient can be safely and
adequately treated in an ambulatory surgical or other outpatient

setting.

If the hospital admission is necessary, the Nurse Consultant will add
additional information into the Acclaims System to determine if:

The hospital or physician is a "red flag" provider.

A Preferred Provider Arrangement is in effect and if so, identify
the applicable network and determine what services are eligible
for preferred benefits.

The surgical procedure requires a second surgical opinion.

Weekend admission criteria and pre-admission testing edits must
be applied.

If the hospital admission is necessary, the HEALTHLINE Nurse certifies
a specific number of hospital ddys. The emphasis is on certifying an
appropriate length of stay based on the individual®s medical situation
and established utilization review criteria.

If a second surgical opinion is required, the HEALTHLINE Nurse can
provide the caller with the names of three board certified specialists
whom they may seek for second surgical opinions.

A system-generated Notice of Certification will be mailed within two
days after the telephone call 1is received.

Except for routine maternity admissions, the Nurse Consultant will

diary all confinements for concurrent stay review and discharge
planning.
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Section 4 Workflow

If Pre-Certification (Continued)

Based on system editing of certain diagnoses and his/her own medical judgement,
the Nurse Consultant identifies potential candidates for Individual Case
Management.

Potential denials of pre-certification or reductions in requested
lengths of stay are referred to a Physician Advisor. The Physician
Advisor will discuss this matter with the patient™ attending
physician and if necessary, bring in a board certified specialist for
consultation. When the final certification period is decided, a
Notice of Certification is issued with copies to the employee,
physician, and hospital, and a diary date is established for follow up

review.

Attending physicians are encouraged to request certification for
extended hospital stays by telephone using the HEALTHLINE Toll-Free
Number. If approved, an amended "Notice of Certification” will be

issued.

The Acclaims System will issue a daily list for continued stay review
and discharge planning. In all cases, the Nurse Consultant will
telephone the hospital and/or attending physician the day before the
certification expires to determine if the patient is still confined.
Additional follow up diaries will be established as necessary.

When the hospital and surgical claims are submitted for payment, the

Acclaims System will automatically display the number of certified
hospital days to ensure accurate claim payment.
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If Consumer Advice

The HEALTHLINE Nurse 1is fully prepared to discuss various treatment philosophies,
alternate delivery care sites and provide resources for additional health and
medical Information.

Inform participants about less costly alternatives to hospitalization,
such as ambulatory surgical facilities, home health care, hospices,
and birthing centers.

Encourage the use of other cost containment measures, such as pre—
operative outpatient testing, second surgical opinions, and generic
drugs.

Identify candidates for Individual Case Management.

Provide names of Board Certified Physicians and criteria for physician
selection.

Encourage, participants to be more assertive in expressing and defining
their health care needs. (Suggest questions callers can ask their
physician.)

Provide addresses and telephone numbers of local chapters of national
organizations devoted to specific disease entitles, e.g., American
Cancer Society, American Diabetic Association, etc.

Discuss "wellness"/general health issues.

May steer participants to loca-1 suppliers of durable medical
equipment, home health care agencies and hospice care which provide
high quality care and discount offers, when appropriate.

The nurse consultant will document the results of all telephone
conversations:

Telephone calls will be dlaried for 90 days. Estimated savings
arc assigned to each call based on the treatment alternative
elected by the patient as a result of the HEALTHLINE advice.
Additionally, £tna will conduct random surveys to monitor
consumer satisfaction with the program.

A list of candidate likely for Individual Case Management will be
maintained and the associate savings achieved will be documented.
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Determining the Medical Necessity of the Admission

To determine if confinement in an acuta care hospital is necessary, or if the
proposed treatment could be performed in an alternate less costly setting, the
Nurse Consultant reviews the diagnosis and justification for admission against
the Severity of Illness/Intensity of Service (SI/1S) criteria.

The ISD-A Review System consists of utilization review and management criteria
designed to screen hospital admissions, continued hospitalization, and services
provided to patients for medical necessity and appropriateness of level of care.
The ISD criteria address the question of medical necessity in terms of the
severity of the patient®s condition, the intensity of treatment the patient is
receiving, the indications that discharge can be safely accomplished. These
criteria were developed by Interqual, Inc., a provider consultant organization.
They were subsequently tested for validity and reliability at Boston University
Medical Center and adopted for the Appropriateness Evaluation Protocol (AEP)
criteria used to evaluate acute care for federally funded patients.

Severity of Illness/Intensity of Service-Discharge (SI/1S-D) Criteria
The criteria consist of the following three components:

Severity of Illness (SI) Criteria - Sl criteria are a list of major
physiological conditions and signs of acute illness which are sufficiently
severe to justify the patient being admitted to an acute care hospital.

Intensity of Service (IS) Criteria - IS criteria are diagnostic and
therapeutic services which generally are available only in an acute care
hospital setting.

There are both generic and thirteen body system sets of SI/IS criteria that are
diagnoses independent. The two questions answered by the use of these criteria

are:
Why is the patient hospitalized?
What diagnostic and/or therapeutic services will be rendered?

0 Discharge Screening Criteria - Discharge screens which are specific
indications of patient stability are included with each criteria set. When
these screens are met, a patient generally no longer belongs in the
hospital.

IT surgery is to be performed, the system will edit the procedure code to
determine if the procedure is on Etna"s ambulatory surgery list. If so, the
nurse consultant will determine if there are any medical reasons why the surgery
could not be performed in an outpatient setting.

In general, a hospital admission is considered appropriate and is certified as
medically necessary if at least one Sl or IS criterion is met and the procedure
cannot be safely performed in an outpatient setting. |If neither an SI or IS
criterion is met and the procedure can be performed in an outpatient setting, a
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recommendation for denial of certification is made. Physician review is then
required. _However, the HEALTHLINE Nur3e may override the criteria, but must
provide documentation of conclusions, if either of the following occur:

No objective criteria have been met, but other clinical factors or a
combination of marginal findings make the admission necessary or,

0:se or more objective criteria have been met, yet the appropriateness
of the admission is not justified.

Preoperative Day Guidelines

Generally, preoperative days are not considered medically necessary and should
not be certified. This includes pre-op days requested solely due to the
patient®s distance from the hospital or due to hospital policy. However, a
preoperative day may be certified when specific medical criteria are met.

Ambulatory Surgery Guidelines

Generally, an inpatient hospital confinement is not medically necessary and
should not be certified for any procedure on the ambulatory/outpatient

surgery list or the office surgery list. However, an admission for postoperative
overnight care for a procedure on the ambulatory surgery list may be certified
based on specific-medical criteria.

Assigning a Length of Stay

If it is determined that confinement 1is necessary, the following is then
assessed:

Can the required testing be performed prior to admission if scheduled
on an inpatient basis, and does the explanation clearly indicate the
medical necessity for an inpatient workup?

If the admission is scheduled for Friday or Saturday, does the
explanation clearly indicate medical necessity? (i.e., Are the
proposed services available over the weekend?)

If a surgical admission is not scheduled for early in the morning on
the day of surgery, does the explanation clearly indicate the medical
necessity for the pre-operative stay?

Days are not certified for the preceding situations unless medical necessity is
clearly documented. For DRG cases, the Healthline Nurse addresses the medical
necessity for the hospital stay but does not assign a length of stay.

Length of Stay (LOS) norms are used as a guideline in the reviev process. They
are derived from actual hospital stays of patients treated for specific

conditions. Characteristics such as patient age, single or multiple diagnoses,
and surgical intervention are factored in to establish the LOS. Norma used are
taken from the Professional Activity Study (PAS) prepared by the Commission on



Professional and Hospital Activities (CPHA). The PAS data library contains
information on approximately 250 million hospitalizations and increases at the
rate of about 10 million cases annually.

When the nurse consultant determines that an admission is medically necessary,
the Western PAS LOS at the 50th percentile for the admitting diagnosis is used
as the guideline in assigning a length of stay.

IT a patient is not quite meeting criteria, but it is clear to the nurse that
the patient will require inpatient care, the nurse should certify the lay
without physician review. The nurse should do this only in cases where fs)he
can clearly document the medical rationale for certifying, and (s)he feels that
this rationale would be upheld if audited. [If the nurse is not totally
comfortable with a decision to certify, the case should be referred for

physician review.
Physician Review - Physician review is required if:

1. Any applicable discharge screens are met and discharge is not scheduled for
that day; or

2. Any applicable discharge screens are not met, any applicable IS criteria
are also not met, and discharge is not scheduled for that day.

Disagreements

Disagreements will occasionally arise between the £tna Nurse Consultant and the
attending physician about the. need for a hospital admission or length of stay.
In such cases, the nurse will Immediately refer the case by telephone to a
Physician Advisor who will determine whether (s)he is qualified to render an
opinion or whether the case is of a complex nature requiring an opinion from a
specialist. If the physician advisor determines that (s)he has the necessary
expertise to give a professional opinion, (s)he will discuss the case with the
attending physician. Based on the resulLts of this discussion, the physician
advisor will certify a specified number of days and verbally communicate this
Information to the attending physician at that time. The physician advisor will
then contact the referring nurse consultant who will document the file and
process a system generated Notice of Certification.

If the case cannot be resolved between the attending physician and the physician
advisor, and the attending physician requests a review at a higher level, the
physician advisor will refer the case to a second level review by a specialist
who will further discuss the case directly with the attending physician.

If there is still disagreement, the physician specialist will refer the case to
the /Etna Home Office Regional Medical Director for review and direct discussion
with the attending physician. Based on the results of the discussion, the Home
Office Regional Medical Director will certify a specified number of days and
verbally communicate this information to the attending physician at that time.
The Home Office Regional Medical Director will also contact the referring nurse
consultant who will document the file and process a system generated Notice of

Certification.



Requests for Reconsideration

All Notices of Certification contain detailed instructions to provide the
employee an opportunity for review of our precertification determination,

requests for reconsideration involving a question of medical necessity are
reviewed at the physician level.

All



Section 5: Focused Psychiatric Review

OBJECTIVES

In response to the concern expressed by employers regarding the utilization and
cost increases in this area, £tna has developed a Focused Psychiatric Review

Program (FPR).

The primary objective of the program is to assure that employer benefit dollars
purchase only necessary, appropriate and cost effective high-quality inpatient
psychiatric care.

Psychiatric disorders, and services to treat them, are considerably more varied
than other areas, of medicine. Diagnosis is not an adequate predictor of the
need for inpatient services. Stabilizing an episode of an extremely serious
mental illness in one patient may occur very rapidly and lead to a quick and
successful discharge. A much less profound mental illness diagnosis may be
complicated by symptoms (such as persistent suicidal thinking) and require much
more extended inpatient care.

The unique case by case nature of psychiatric disorders and their complications
has defied specific categorization or easily understood criteria. The problem
of psychiatric care presents an on-going challenge to cost containment tech—

niques and strategies.

Etna®s FPR Program addresses this problem by using a collaborative clinical
consulting approach.

Focused Psychiatric Review involves a person to person review process between a
Psychiatric Review Specialist (PRS) and the treating practitioner that begins
prior to a non-emergency admission or within 48 hours of an emergency con—
finement. The review focuses on the specific problems that require inpatient
care and prompts providers to crystallize their treatment goals and therapeutic
strategies to achieve them. The key to achieving the objective is a col—
laborative participation with the provider of care rather than compliant or
adversarial participation.



PROGRAM DETAILS

As a psychiatric case becomes active, the process of concurrent review begins
immediately.

Computer system inquiries are made to check information relating to past
psychiatric claim hospitalization dates and locations.

During the initial call to the attending physician, the need for inpatient care
is discussed in light of the patient"s psychiatric history, specific symptoms
and proposed treatment. The initial assessment confirms the diagnosis,
including possible differential diagnoses, prior psychiatric treatment,
pertinent history and findings, and the specific problems for which
hospitalization is requested. The practitioner is asked to assess the severity
of impairment for each defined problem. Treatment goals are discussed and all
aspects of the treatment plan are considered for their potential effectiveness
in achieving the maximum therapeutic benefit.

During each subsequent telephone conference, the PRS reviews and analyzes the
ongoing degree of severity of each problem that was present upon admission and
documents any new issues. The Impact of each treatment modality on the desired
goals is assessed. If progress is demonstrated, questions are directed, when
appropriate, toward influencing possible changes in the choice of treatment.
Current trends in psychiatric care, published research results and pertinent
case examples are discussed when relevant. The PRS works closely with the
practitioner to encourage proactive discharge planning so that it occurs as soon
as the maximum benefits of inpatient care have been achieved. Once the
patient®s discharge status is confirmed, the PRS discusses aftercare
arrangements with the attending physician. This process helps to assure
continuity of care and also presents an opportunity to Influence cost effective
treatment alternatives/case management. *

Provider attitude is of major importance. Although reviewers cannot control
this variable, it can be and will be influenced by the reviewer"s attitudes,
skills and qualities of interaction. As the provider®"s attitude becomes more
participatory and collaboratively inclines, cost containment becomes a reality.



FPR AS PART OF ETNA"S HE/iLTHLINE PROGRAM

Claimants covered by HEALTHLINE have the FPR process initiated by HEALTHLINE as
they follow standard procedures for hospital admissions. A call must be made to
the HEALTHLINE nurse consultant by the patient/family member/attending
physician/hospital before a non-emergency admission or within 48 hours following
an emergency admission. The HEALTHLINE nurse consultant will obtain details
pertaining to the proposed mental health or substance abuse admission in the
same manner as other proposed admissions. Preliminary case information is
entered into the HEALTHLINE subsystem and the caller is advised that a
psychiatric clinician from jltna"s Home Office will be calling the treating
practitioner within 24 hours of the initial contact. At that point, referral of
all pertinent information is made by the servicing claim office to the Home
Office who performs the necessary follow-up. STATE OF ALASKA will be notified
as appropriate and always prior to implementation of an ICM case or a benefit

reduction.
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Individual Case Management

Some illne33es or injuries require prolonged and/or expensive care. In these
cases, cost savings, as well as more effective care, may be provided through
Etna®"s Individual Case Management (ICM) program.

ICM is a creative approach to health care treatment and financing.

Specifically, ICM is a flexible program in which Etna®"s staff of doctors and
nurse consultants work closely with patients, their doctors, their families, and
our customers to arrange for quality care in alternative settings.

Alternative settings can Include skilled nursing facilities, residential
treatment facilities, or even a patient"s own home. These alternatives offer
emotional advantages for patients and their families, because patients are able
to leave the hospital and receive an appropriate level of care in less stressful
(and more cost-effective) settings. However, the patient®s attending physician
always makes the final decision on the treatment plan.

Potential ICM claims are identified as early as possible by a number of sources
and evaluated by £tna personnel. The ICM progray is coordinated by the nurse
consultant, who is assisted by physicians in Etna®"s Home Office and a network of

physician consultants, representing a variety of specialties.

Recommendations often involve specially authorized reimbursement for noncovered
medically necessary expenses or the use of alternative medical management
techniques or procedures. It is estimated that nearly 50Z of ICM cases involve
coverage beyond that traditionally provided by health benefit plans - coverage
for such services as special medical equipment, home modifications, nurses,
attendants and even special training for family members.

Each case 1is continually reviewed to assure that the site and mode of treatment
remain appropriate.

ICM savings are usually substantial and can be greater than $20,000 per month,
per case. ICM savings have significantly Increased each year since the program

began in 1982. In 1987, the savings amounted to over $122 million and in 1988
ICM saved 2tna customers over $180 million.

He are constantly seeking opportunities to apply this program. For example:

0 Through Etna®s Healthline precertification program including Continued Stay
Review and Focussed Psychiatric Review.

8 Through the claim offices”™ Outreach Program - a program designed to
Increase the provider community®s awareness of ICM and encourage earlier

identification of potential cases.

0 Through customer identification of a potentially serious medical problem.

8 Through employee education about our program.



Examples:

The following cases are just two of the hundreds of ICM success stories:

a teenager became a (,uadriplegic. After
a lengthly hospital hospital stay, he had progressed to the point where
hospital services could be duplicated in his home. ICM provided coverage
for the construction of wheelchair ramps, an extended bedroom, enlarged
doors and a redesigned bachroom - at a cost significaiatly less than

continued hospitalization.

Following an automobile accident,

0 A teenaged girl was to be confined to a psychiatric hospital for one year
or more. The attending psychiatrist felt that a day-hospital treatment
program would meet the patient®s needs and be more cost effective. Her
parents, however, could not afford to pay the 50 percent co-insurance for
outpatient therapy. |ICM arranged for 80 percent coverage and the patient
was able to start day care, and to remain in her own honme.



Section 6 Quality Control

£tna has established procedures to assure that HEALTHLINE Nurses follow
established utilization review criteria. Cases handled by each HEALTHLINE Nurse
are subject to random audits by the nurse®s supervisor and monthly audits by the
Etna®s Home Office professional staff. The audits include a review of a
representative sampling of cases to make certain that the appropriate length of
stay and Severity of Illness/Intensity of Service guidelines are applied.

The review also assures that necessary cases are referred to a
physician advisor by the HEALTHLINE Nurse, hospital inpatient
confinements are really necessary, other treatment alternatives have
been considered, turn-around time objectives are met, and correct e
diagnosis and procedure codes are being used.

Healthline Personnel Credentials

Those individuals who would be responsible for the day-to-day operations of the
HEALTHLINE Program, including determining appropriateness of care, will be the
HEALTHLINE Nurse(s) in the Seattle, WA £tna Claim Office supported by local and
Home Office Physician Consultants. These full time Nurse Consultants will be
dedicated to servicing employees.

Nurse Consultants

The hiring criteria for HEALTHLINE Nurses include the following: the HEALTHLINE
Nurse must be a registered nurse who has worked in at least two different
provider settings for a minimum of five years. Personal qualifications are as
important as professional ones. Clearly, the HEALTHLINE Nurse must have the
ability to listen, draw out, empathize, counsel and patiently respond.

An essential requirement is at least six months experience in utilization review
or discharge planning. Etna®"s pre-admission certification and length of stay
authorization program involves determining medical necessity as well as applying
and reviewing medical data as necessary. An individual®s knowledge of diagnostic
and corresponding treatment protocols is essential to conduct the initial review
process.

Prior to working as a HEALTHLINE Nurse, the individual must undergo an extensive
utilization review and pre-certification training program.
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PATIENT

NAME

Hatthew

Margaret

Richard

Denise

David

Jeffrey

Wendy

Nicole

Richard

Cheryl

Ryan

John

Scott

Calvin

CLAIM

ACCT.

10-001

10-007

10-100

10-001

10-001

14-001

10-001

10-003

14-001

10-002

10-020

12-001

10-009

10-001

DIAGNOSIS

Substance Abuse

Pulmonary Disease

Lung Cancer

Substance Abuse

Substance Abuse

Substance Abuse

Substance Abuse

Substance Abuse

Renal Cancer

Renal Failure

Substance Abuse

Substance Abuse

Substance Abuse

Substance Abuse

CARE IN ABSENCE OF

ICM AND COST

Charter North
$39,220

Hospital
§53,200

Hospital
$24 ,333/month

Care Unit
$24,575

Hospital
$13,890/month

Charter North
$31,030
Charter North
$39,720

Charter North
$39,720

Hospital
$12,045

Convalescent Facility

$2,190/month

Charter North
$30,768

Charter North
$26,300

Charter North
$33,3/5

Charter North
£38.960

ICM CARE CHOICE
AND COST

Milam
$12,605

Rehabilitation
$24,874

Comp Homecare
$9,927/month

Milam
$12,605

Provo Canyon School

$4,390/month

Milam
$6,605

Milam
$13,105

Milam
$12,720

Skilled Nursing Fac.

$6,912

Residential Care
$1,388/month

Milam
$10,084

Mi lam
$9,288

Mi lam
$12,605

Milam
$12,605

DATE ICM

STARTED

12/14/88

10/12/88

11/22/88

12/8/88

9/22/88

11/23/88

11/8/88

12/2/88

10/20/88

9/30/88

9/29/88

10/24/88

10/17/88

10/13/88

EST. SAVINGS

. TO DATE

$26,615

$28,326

$10,261

$11,970

$30,853

$24,530

$26,615

$27,115

$12,045

$32,612

$20,684

$17,012

$20,770

$26,355

ACTIVE

No

No

No

No

Yes

No

No

No

No

Yes

No

No

No

No
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PATIENT

NAME

Melinda

Andrea

Curtis

Benita

Jeremy

Georgette

9o P
*

Karma

Robert

Rayna

Kirsten

Angela

Kathleen

Jason

CLAIM
ACCT.

in~001

10-003

10-001

10-006

10-001

10-006

10-001

10-002

10-001

10-001

10-001

10-001

10-001

10-009

DIAGNOSIS

Head Injury

Ssubstance Abuse

substance Abuse

Substance Abuse

Arthritis

Psychiatric

Head Injury

Psychiatric

Cerebral Aneurism

Substance Abuse

Substance Abuse

Severe Burns

Substance Abuse

Substance Abuse

CARE IN ABSENCE OF
ICM AND COST

Hospital in AK
$26,102 per month

Hospital
$12,440 per month

Hospital
$11,077 per month

Hospital
$10,091 per month

Hospital
$27,922 per month

Hospital
$12,440 per month

Hospital
$11,558 per month

Hospital
$29,626 per month

Anchorage Rehab
$11,186 per month

Hospital
$7,286 per month

Charter North -
$39,220

Hospital
$49,800

Charter North
$39,220

Charter North
oon

ICM CARE CHOICE
AND COST

Hospital in NJ
$12,874 per month

Provo Canyon School
$4,500 per month

Provo Canyon School
$4,350 per month

Provo Canyon School
$5,741 per month

Comp. Home Care
$4,300 per month

Spring Creak Conv.
$2,500 per month

Comp Home Care
$5,418 per month

Comp. OP Program
$12,400 per month

Seattle Rehab
$7,720 per month

Provo Canyon School
$4,350 per month

Residential
$21,292

Rehabilitation
$23,320

Mi lam
$13,705

Mi lam
tig

DATE ICM
STARTED

12/72/87

1/13/88

6/15/88

7/8/88

6/16/88

7/4/87

5/23/88

4/14/87

4/88

7/28/88

12/1/88

10/27/88

11/14/88

11/11/88

EST. SAVINGS
TO DATE ACTIVE
$171,964 Yes
$100,172 Yes
$46,391 Yes
$76,718 Yes
$85,657 Yes
$172,104 Yes
$29,798 No
$292,315 No
$24,262 No
$15,348 Yes
$4,482 Yes
$25,654 No
$25,615 No
$26,615 No



