


Virtue, of such con t r a c t s  or a r r a n g e m e n t s  be deemed to have • •

entered into a " c o n s p i r a c y .in res t r a i n t  of trade" in v i o l a t i o n  

■ of (insert proper State law citation) the S t a t e’s antitrust.

• (c) No lav: or r e g u l a t i o n  of this State shall be a p p l i e d  to 

p r ohibit or u n r e a s o n a b l y  i n t erfere w i t h  the a b i l i t y  of a n y  heal' 

m a i n t e n a n c e  o r g a n i z a t i o n  or p r o v i d e r  or g r oup of p r o v i d e r s ,  unde 

crr a n s c m c n t s  w i t h  a h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  to p r o v i d e  

eny healt.h care s e r vic e to the enro l l e d  p a r t i c i p a n t s  o f  such 

he a l t h  m a i n t e n a n c e  organiz a t i o n ,  from e m p l o y i n g  o r - o t h e r w i s e

• g p p p c i a t i n n  w i t h  any p r o v i d e r  of s u c h  h e a l t h  care service.

• •

' S E C T I O N  XII - M U L T I P L E  C H O I C E  * .

(a) Every p u b l i c  or p r i v a t e  e m p l o y e r  or e m p l o > e e  b e n e f i t  fur.

• • • • ^  9

tviihi.it uiij; State h a v i n g  m o r e  than emp l o y e e s  or m e m b e r s

must make a v ailable to eve r y  empl o y e e  to w h i c h  it offers a
t . r •

h ealth benefit p r o g r a m  of a n y  kind the o p p o r t u n i t y  in a c c o r d a n c e  

w i t h  r e g u l a t i o n s  p r o m u l g a t e d  by the Administrator (1) to partici- 

. pate in a plan w h i c h  does not r e s t r i c t  an e m p l o y e e’s c h o i c e  of
i

p h y s i c i a n  or hosp i t a l  and (2) to obtain he a l t h  care services

from health m a i n t e n a n c e  o r g a n i z a t i o n s  w h i c h  are r e p r e s e n t a t i v e

of ‘**11 s i g n i f i c a n t l y  d i f f e r e n t  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  dc
■

• ,

Crv systems av a i l a b l e  in the employment area; p r o v i d e d  that no

e m p l o y e r  or fund may be r e q u i r e d  to select m o r e  than one health

\



N O  e m p l o y e :

fund shall be required to p a y  ar.y h e a l t h  m a i n t e n a n c e  o r g a n i r a t i  

ear.amount in excess of p a y m e n t s  r e q u i r e d  u n d e r  the a p p l i c a b l e  

c o l l e c t i v e - b a r g a i n i n g  a g r e e m e n t  o r  a n y  other a g r e e m e n t  providir. 

hjea.lth care benefits. * *

(b)jThc p r o v i s i o n  of t h i s . s e c t i o n  ma y  be e n f o r c e d  b y  the 

A d m i n i s t r a t o r  or by any a g g r i e v e d  p a r t y  in civi l  litigation.

SE C T I O N  XIII - I M P L E M E N T I N G  R E G U L A T I O N S

T h e . A d m i n i s t r a t o r  may, a f ter n o t i c e  and hearing, p r o m u l g a t e

r e a s o n a b l e  rules and r e g u l a t i o n s  as are n e c e s s a r y  or p r o p e r  to

c ar r y  out the p r o v i s i o n s  o f  this Act. N o t h i n g  in this A c t  •  • •

shall. be construed to p r o h i b i t  the A d m i n i s t r a t o r  from r e q u i r i n g  

changes in procedures p r e v i o u s l y  a p p r o v e d  by him. . ' • •

(yrpTTnv v t y f* V"  • " ‘ t '  » t> * * *  .yr>% *
* ^ M l  1 -  A V '  V A.* J . |  J  ±  I  I

Xf an y  term cr p r e v i s i o n  of this Aui. shall be
• • . .•

adjudged invalid for any reason, such  judg m e n t  shall not affect,
•

impair, or invalidate any o t h e r  section, term, or p r o v i s i o n  of 

this: Act, but the r e m a i n i n g  section, terms, and provisions, shall 

bo: and remain in full force and effect.

S E C T I O N  XV - F E D ERAL L E G I S L A T I O N
4, •

i t,......... N o t h i n g  in this Act shall p r o h i b i t  any hea l t h  m a i n t e n a n c e

:,frj:::'.'v‘..cxrgjini'zntion f r o m’me e t i n g  the r e q u i r e m e n t s  of-’an y  federal', law*

. w h i c h  wou l d  a u thorize such health m a i n t e n a n c e  o r g a n i z a t i o n  to
• • •

»« • • • •
receive federal financial a s s i s t a n c e  or enroll b e n e f i c i a r i e s  

^  v
* ** f I
assisted by federal funds. > {•

l
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T O  : A s s i s t a n t  G e n e r a l  C o u n s e l ,  L e g i s l a t i o n

T H R O U G H :  A s s i s t a n t -  S e c r e t a r y  f o r  H e a l t h __________________ .

F R O M  : D e p u t y  A s s i s t a n t  S e c r e t a r y  f o r  H e a l t h  P o l i c y  D e v e l o p m e n t
« •

S U B J E C T :  H M C  M o d e l  S t a t e  L e g i s l a t i o n

_ •• • 0
W e  h e r e b y  r e q u e s t  t h a t  t h e  a t t a c h e d  m o d e l  S t a t e  H M O  

E n a b l i n g  A c t  b e  i n c l u d e d  a s  a n  a d d e n d u m  t o  t h e  D e p a r t­

m e n t ' s  m o d e l  S t a t e  lav; s u b m i s s i o n s  t o  O M B  a n d  t h e  C o u n ­

c i l  o f  S t a t e  G o v e r n m e n t s .  T h e  b i l l  h a s  b e e n  d e v e l o p e d  

p u r s u a n t  t o  t h e  m a n d a t e  c o n t a i n e d  in  t h e  P r e s i d e n t ' s  

1 9 7 1  H e a l t h  M e s s a g e  a n d  s u b s e q u e n t  p o l i c y  d i r e c t i v e s  

i s s u e d  b y  f o r m e r  S e c r e t a r y  R i c h a r d s o n .  I t  v;as d r a f t e d  

b y  t h e  s t a f f  o f  t h e  H M O  S e r v i c e  w i t h  a s s i s t a n c e  f r o m *

' I n t e r s t u d y , '  a p r i v a t e ,  n o n - p r o f i t  p o l i c y  d e v e l o p m e n t  

c e n t e r  o n  c o n t r a c t  t o  t h e  H M O  S e r v i c e ,  a n d  t h e  s t a f f  

o f  t h e  O f f i c e  o f  t h e  D e p u t y  A s s i s t a n t  S e c r e t a r y  f o r  

. H e a l t h  P o l i c y  D e v e l o p m e n t .  I n f o r m a l  r e v i e w  s e s s i o n s  

h a v e  b e e n  h e l d  w i t h  r e p r e s e n t a t i v e s  o f  t h e  O f f i c e  o f  

t h e  G e n e r a l  C o u n s e l  ar.d t h e  A s s i s t a n t  S e c r e t a r y  f o r  

L e g i s l a t i o n  ( H e a l t h ) .

T h e  b i l l  r e p r e s e n t s  n o n - r e s t r i c t i v e  H M O  E n a b l i n g  L e g i s­

l a t i o n  w h i c h  w o u l d  e n c o u r a g e  a f u l l  r a n g e  o f  H M O  m o -  

• d e l s  t o  c o m p e t e  b o t h  w i t h  e a c h  o t h e r  a n d  w i t h  t h e  f e e -  

f o r - s e r v i c e  s e c t o r .  I t  p r o v i d e s  b a s i c  a u t h o r i t y  f o r  

H M O  o r g a n i z a t i o n  a n d  r e g u l a t i o n ,  w h i l e  .t t h e  s a m e  

t i m e  i n v a l i d a t i n g  a n u m b e r  o f  the t r a d i t i o n a l  S t a t e  

l e g a l  b a r r i e r s  t o  H M O  d e v e l o p m e n t  a n d  g r o w t h .

T h e  b i l l  d o e s  n o t  a d d r e s s  t h e  issvies o f  c o m p r e h e n s i v e  

h e a l t h  p l a n n i n g ,  p e r s o n n e l  l i c e n s u r e  o r  M e d i c a i d  c o n ­

t r a c t i n g ,  w h i c h  a r e  m o r e  e a s i l y  a d d r e s s e d  in o t h e r  

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

t i o n  a n d  c o o r d i n a t i o n  o f  b e n e f i t s  w h i c h  c a n  b e  h a n d l e d  

i n  e n r o l l e e  c o n t r a c t s ,  a t  l e a s t  in  m o s t  S t a t e s .  N o r  

d o e s  it a d d r e s s  s p e c i f i c a l l y  the i s s u e s  o f  s p e c i a l  t a x  

b e n e f i t s  f o r  " c h a r i t a b l e "  n o n - p r o f i t  H M O s  o r  p r e m i u m  

t a x e s  f o r  H M O s .  I n  p r i n c i p l e  w e  o p p o s e  p r o v i s i o n s
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t h a t  d i s c r i m i n a t e  a g a i n s t  c e r t a i n  h i n d s  o f  H M Q s ,  o r  

a g a i n s t  H M O s  a s  a c l a s s .  (We h a v e  i n c l u d e d  p r o v i s i o n s  

f o r  l i c e n s u r e  f e e s  t o  h e l p  f i n a n c e  r e g u l a t o r y  a c t i v i t i e s . )

0

T h e  r e g u l a t o r y  s t y l e  u t i l i z e d  i n  t h e  h i l l  f o c u s e s ,  

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

a s  o p p o s e d  t o  g o v e r n m e n t  c o n t r o l .  I n  t h i s  r e g a r d ,  i t  

d i f f e r s  f r o m  t h e  m o d e l  b i l l  d e v e l o p e d  b y  t h e  N a t i o n a l  

A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  w h i c h  r e l i e s  

m o r e  h e a v i l y  o n  g o v e r n m e n t  a c t i o n  r a t h e r  t h a n  p r i v a t e  

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

a s  a m e a n s  o f  a s s u r i n g  p r o d u c t  a d e q u a c y .

T h e r e  a r e  s e v e r a l  s i g n i f i c a n t  s p e c i f i c  d i f f e r e n c e s  b e ­

t w e e n  o u r  b i l l  a n d  t h e  N A I C  b i l l  w h i c h  a r e  a s  f o l l o w s :

(1) E x c l u s i v i t y .

T h e  N A I C  b i l l  is  d e s i g n e d  t o  b e  t h e  

. . e x c l u s i v e  r e g u l a t o r y  v a m c i e .  N o  p r e ­

p a i d  h e a l t h  d e l i v e r y  s y s t e m  w h i c h  d o e s  

n o t  m e e t  t h e  r e g u l a t o r y  s t a n d a r d s  d e s -  

v c r i b e d  in  t h e  bill, o r  i m p l e m e n t i n g  r e­

g u l a t i o n s ,  w o u l d  b e  p e r m i t t e d  t o  e x i s t .

I n  c o n t r a s t ,  o u r  b i l l  w o u l d  p r o v i d e  o n ­

l y  t h a t  a o r g a n i z a t i o n  w h i c h  d o e s  n o t  

m e e t  s t a n d a r d s  i m p o s e d  b y  t h e  b i l l  c o u l d  

n o t  b e  c a l l e d  a n  H M O .  Vihether t h e  S t a t e  

w o u l d  c h o o s e  t o  p e r m i t  s u c h  o r g a n i z a t i o n s  

t o  e x i s t , o r  t o  r e g u l a t e  t h e m  t h r o u g h  

o t h e r  m e a n s ,  w o u l d  b e  l e f t  t o  S t a t e  b y  

S t a t e  d e t e r m i n a t i o n .

(2) D e l e g a t i o n  o f  r e g u l a t o r y  a u t h o r i t y  t o  

t h e  I n s u r a n c e  C o m m i s s i o n e r .

T h e  N A I C  b i l l  d e l e g a t e s  r e g u l a t o r y  r e s p o n­

s i b i l i t y  t o  the I n s u r a n c e  C o m m i s s i o n e r .
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O u r  b i l l  s a y s  n o t h i n g  o n  t h i s  i s s u e .  

A g a i n ,  w e  b e l i e v e  that, t h e  c h o i c e  o f  a 

r e g u l a t o r y  v e h i c l e  s h o u l d  b e  a d e t e r ­

m i n a t i o n  o f  the S t a t e ,  n o t  t h e  F e d e r a l  

g o v e r n m e n t .  ;'i s o m e  S t a t e s ,  it  m a y  b e  

b e s t  t o  sele~'- t h e  H e a l t h  D e p a r t m e n t ,  

o r  a n  e n t i r e ! *  n e w  a g e n c y  r a t h e r  t h a n  

d e l e g a t e  a u t h o r i t y  t o  t h e  I n s u r a n c e  

C o m m i s s i o n e r .

(3) A p p r o v a l  o f  r a t e s .

T h e  N A I C  b i l l  i n c l u d e s  i n s u r a n c e  t y p e  

r a t e  a p p r o v a l .  In c o n t r a s t ,  w e  b e l i e v e  

i t  w o u l d  b e  m o r e  a p p r o p r i a t e  t o  r e l y  on 

t h e  f r e e  m a r k e t .  I t  is d o u b t f u l  w h e t h e r  

r a t e  r e g u l a t i o n  w o u l d  p r o v i d e  a n  e f f e c ­

t i v e  c o n t r o l  o n  c o s t s .  I n d e e d ,  i t  rnav 

b e  —  b e c a u s e  o f  l i m i t e d  H M O  e x p e r i e n c e  

t h a t  r a t e  r e g u l a t i o n  w o u l d  a c t u a l l v  o r o -  

• • m o t e  r a t e  u n i f o r m i t y ,  a n d  t h u s  s t i f l e  

p r i c e  c o m p e t i t i o n .  (Of c o u r s e ,  t h e  f i­

n a n c i a l  r e s p o n s i b i l i t y  r e q u i r e m e n t s  o f  

o u r  b i l l  w o u l d  i n s u r e  t h a t  a n y  r a t e  c h o ­

s e n  b y  a n  ID10 w o u l d  b e  a d e q u a t e  t o  p a y  

i n c u r r e d  c o s t s . )

(4) D e f i n i t i o n .

T h e  d e f i n i t i o n  c o n t a i n e d  i n  t h e  N A I C  

b i l l  d o e s  n o t  m a k e  c l e a r  t h a t  t h e  H M O  

i s  r e s p o n s i b l e  f o r  t h e  p r o v i s i o n  o r  

a r r a n g e m e n t  f o r  m e d i c a l  c a r e  s e r v i c e s  

r a t h e r  t h a n  s i m p l y  p a y m e n t  f o r  s u c h  

s e r v i c e s .  O u r  b i l l  d o e s .

(5) B e n e f i t  p a c k a g e .

T h e  b e n e f i t  p a c k a g e  c o n t a i n e d  in the
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N A I C  b i l l  is o v e r l y  r i g i d  a n d  c o m p r e ­

h e n s i v e  a n d ,  t h u s ,  m a y  m a k e  H M O s  u n ­

c o m p e t i t i v e  w i t h  t r a d i t i o n a l  i n s u r a n c e .

(6) D i f f e r e n t  s t a n d a r d s  f o r  i n s u r a n c e  r u n  

H M O s .

U n d e r  t h e  N A I C  b i l l ,  H M O s  c o n t r o l l e d  

• b y  i n s u r a n c e  c o m p a n i e s  a r e  s u b j e c t  t o  

d i f f e r e n t  s t a n d a r d s  t h a n  o t h e r  k i n d s  

o f  H M O s .  O u r  b i l l  m a k e s  n o  s u c h  d i s r  

t i n c t i o n .

(7) O p e n  e n r o l l m e n t .

T h e  N A I C  b i l l  c o n t a i n s  o p e n  e n r o l l ­

m e n t  p r o v i s i o n s  w h i c h  c o u l d  m a k e  i t  

m o r e  d i f f i c u l t  f o r  H M O s  t o  c o m p e t e  

w i t h  t r a d i t i o n a l  i n s u r e r s  w h i c h ,  t y p i -  

•• c a l l v .  a r e  n o t  s u b j e c t  t o  s u c h  r e n u i r e -  

m e n t s .

(8) R e s t r i c t i o n s  o n  i n v e s t m e n t s .

T h e  N A I C  b i l l  c o n t a i n s  i n s u r a n c e  t y p e  

r e s t r i c t i o n s  o n  H M O  i n v e s t m e n t s . O u r  

b i l l  c o n t a i n s  n o  s u c h  r e s t r i c t i o n s .

W e  w o u l d  p r e f e r  t o  r e l y  s o l e l y  o n  d i s ­

c l o s u r e  a n d  g e n e r a l  f i n a n c i a l  r e s p o n ­

s i b i l i t y  s t a n d a r d s .

(9) /approval o f  c o n t r a c t  c h a n g e s .

T h e  N A I C  b i l l  w o u l d  r e q u i r e  a d v a n c e  

a p p r o v a l  o f  a n y  c o n t r a c t  c h a n g e s .  I n  

c o n t r a s t ,  o u r  b i l l  r e q u i r e s  o n l y  n o t i ­

fic a t i o n . -  O f  c o u r s e ,  t h e  r e g u l a t o r y  

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

v e r s e l y  a n d  ma teri a l l y ,  a l t e r s  a c o n­

tract.

(10) I n s u r a n c e  l i q u i d a t i o n  p r o v i s i o ns.

T h e  N A I C  b i l l  i n c l u d e s  c o m p l e x  i n s u r -  . 

a n c e  t y p e  l i q u i d a t i o n  a n d  rehabilita.- 

t i o n  p r o v i s i o n s  w h i c h  w e  b e l i e v e  m a y  

e n c o u r a g e  u n w a r r a n t e d  g o v e r n m e n t  in- 

.cu'rsions i n t o  the i n t e r n a l  a f f a i r s  o f  

H M O s .  O u r  b i l l  i n c l u d e s  n o  s p e c i f i c  

l i q u i d a t i o n  o r  r e h a b i l i t a t i o n  p r o v i­

sions. W e  w o u l d  r e l y  m o r e  h e a v i l y  

o n  H M O  m a n a g e m e n t ,  a n d  on the g e n e r a l  

b a n k r u p t c y  law w h e r e  H M O s  do fail.
•

(11) L i q u i d  r e s e r v e  r e q u i r e m e n t .

T h e  N A I C  b i l l  i n c l u d e s  l i q u i d  r e s e r v e  

w r e q u i r e m e n t s  w h i c h  are i n a p p r o p r i a t e ,

i n e f f e c t i v e ,  a n d  i n h i b i t i n g  to c e r t a i n  

k i n d s  of H M O s .  In c o n t r a s t ,  our b i l l  

u t i l i z e s  a v a r i e t y  o f  d i f f e r e n t  c r i t e r i a  

for d e t e r m i n i n g  f i n a n c i a l  r e s p o n s i b i l i t y

(12) M u l t i p l e  Ch oi c e .

W h i l e  the N A I C  b i l l  i n c l u d e s  n o  m a n d a­

t o r y  m u l t i p l e  c h o i c e  p r o v i s i o n ,  our 

b i l l  c u r r e n t l y  does. It m a y  be, h o w ­

ever, t h a t  t h i s  p r o v i s i o n  is not c o n­

s i s t e n t  w i t h  p r e s e n t  A d m i n i s t r a t i o n  

p o l icy. T h e  a r g u m e n t s  in f a v o r  o f  

the p r e v i s i o n  are:



A s s i s t a n t  G e n e r a l  C o u n s e l ,  L e g i s l a t i o n

P a g e  S i x

(1) t h a t  m a n d a t o r y  M u l t i p l e  c h o i c e

i s  e s s e n t i a l  t o  r a p i d  H M O  d e v e l o p ­

m e n t  an d ,

(2) t h a t  i n  t h i s  c a s e  i t  is t h e  S t a t e

. r a t h e r  t h a n  t h e  F e d e r a l  g o v e r n m e n t  

w h i c h  i s  l e v y i n g  t h e  r e q u i r e m e n t .

T h e  a r g u m e n t s  a g a i n s t  t h e  p r o v i s i o n  a r e :

• •

(1) t h a t  i t  i s  i n a p p r o p r i a t e  u n t i l  t h e  

r e s u l t s  o f  F e d e r a l  d e m o n s t r a t i o n  

e f f o r t s  a r e  e v a l u a t e d  and,

(2) t h a t ,  a s  i t  a p p l i e s  o n l y  t o  c o m p a n ­

i e s  p r e s e n t l y  oJ r a r i n g  n e a i t n  .insur­

a n c e  c o v e r a g e ,  it  is d i s c r i m i n a t o r y  

i n  i t s  i m p a c t .  M o r e o v e r ,  i t  c o u i d  

b e  a r g u e d  t h a t  s u c h  d i s c r i m i n a t i o n  

w i l l  e n c o u r a g e  e m p l o y e r s ,  a n d  p a r t i ­

c u l a r l y  s m a l l  e m p l o y e r s ,  p r e s e n t l y  

o f f e r i n g  c o v e r a g e  t o  c e a s e  t o  d o  so 

b e c a u s e  o f  t h e  a d d e d  a d m i n i s t r a t i v e  

b u r d e n s ,  o r  a l t e r n a t i v e l y ,  i n h i b i t  

e m p l o y e r s  w h o  w o u l d  o t h e r w i s e  b e g i n  

t o  o f f e r  c o v e r a g e .

O n  b a l a n c e ,  w e  w o u l d  p r e f e r - t o  r e t a i n

t h i s  p r o v i s i o n .

W e  b e l i e v e  t h a t  t h e  D e p a r t m e n t ' s  p o s t u r e  t o w a r d  t h e  

N A I C  b i l l  s h o u l d  b e  b a s i c a l l y  s u p p o r t i v e  a s  t h a t  b i l l  

a l s o  a d o p t s  a n o n - r e s t r i c t i v e , c o m p e t i t i v e  a p p r o a c h .  

H o w e v e r ,  f o r  the f o r e g o i n g  r e a s o n s ,  w e  b e l i e v e  t h a t  

o u r  b i l l  is s u b s t a n t i a l l y  s u p e r i o r  t o  t h e  b i l l  d e v e l o p e d  

b y  t h e  N A I C .  M o r e o v e r ,  w e  d o  n o t  b e l i e v e  t h a t  t h e
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A s s i s t a n t  G e n e r a l  C o u n s e l ,  L e g i s l a t i o n

P a g e  S e v e n

i n t r o d u c t i o n  o f  o u r  b i l l  w i l l  h a r m  c h a n c e s  o f  p a s s a g e  

o f  m e a n i n g f u l  H M O  l e g i s l a t i o n .  , E x i s t i n g  e x p e r i e n c e  

s u g g e s t  t h a t  it  w o u ] d  s i m p l y  i m p r o v e  t h e  q u a l i t y  o f  

t h e  b i l l s  w h i c h  a r e  f i n a l l y  e n a c t e d . '

S c o t t  F l e m i n g

A t t a c h m e n t  (1)

c c :  M r .  R u b e l

D r . Z a p p  

t'r. rvciyjoa
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STATEMENT OF FINDI N G S  A N D  D E C L A R A T I O N  OF P U R P O S E  . 
•• 4

(a) The legislature finds that -- •. l*
• * * • • *

•.(1) The medical care s y s t e m  in this State is not o r g a n i z e d

* * H .
in a m a n n e r  w h i c h  e n c o u r a g e s  the p r o v i s i o n  of m e d i c a l

. 'care at r e a s o n a b l e  costs.

(2) The m e d ical care s y s t e m  in this State is o r i e n t e d  toward;

M
p r o v i d i n g  caro^ once a h e a l t h  n e e d  has o c c u r r e d  r a t h e r

H
than towards p r o v i d i n g  h e a l t h  m a i n t e n a n c e  and p r e­

ve n t i v e  h e a l t h  services.

(3) Experience of p r e p a i d  g r o u p  h e a l t h  o r g a n i z a t i o n s

o p e rating in v a r i o u s  a r eas across the N a t i o n  ind i c a t e s  

that such o r g a n i z a t i o n s  h a v e  g r e a t  p o t e n t i a l  for

 ̂ * •*  ̂ ^ T * - * “ <• — —̂  «s ^ A n! ' •  j  L  i i  w  A i i ^ X X J . U X O « i V « X w J  J . 1 4  U 4 * v /  w w  w » .  «. * j  — w v  . . .

T *  ^ t  H e v" C 0 n n r n n c o  r> -P + V»  ̂ c  l\(~X  1" n  J U l t lh f i T I  7 .0. S l i d
r 1 «■

• •
f a c i l i t a t e  the e s t a b l i s h m e n t  of H e a l t h  M a i n t e n a n c e  O r g ani-
v • *

zations, and to r e g u l a t e  t h eir o p e r a t i o n  to insure that 

h i g h  quality h e a l t h  services are p r o v i d e d  to all e n r o l l e d  

p a r t i c i p a n t s  of such o r g a n i z a t i o n s  t h r o u g h o u t  the State.
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P u b lic  L.?.v; 93-222 
93rd C on g ress , S . 14 

D ecem b er 29, 1973

S3n Set P7 STAT. 91

Kaalt'a Hainte- 
ronra Or̂nr n* 
t l s n  Act c f 
1973 .

Ti> a:ncm l ‘. li?  l ’ ab lic Health Service Act to provide asr:.it.eaeo nnd cnrv.uvrgc- 
meat fu r the e- t;«i!i<h:uent and expansion o f hea lth maUttccanee organisations, 
and fo r  other purposes.

lie  it enact' d  by the Senate and Haute o f H'sreccntativn o f the 
United State* o f America in Cone/rets ansetkblea,

SH O RT  T IT L E  AND TAHLE OF CONTENTS
S uction 1. This Act. with the following table o f contents, may be 

cited as the ‘•Health Maintenance Organization Act o f 1073".
TA »LE  OP CONTENTS

Sec. 1. Sho rt title  and tchhsof contents.
Sec. S. U ea ’ th maintenance o rc rr irn t lo n * .

" T I IX K  X l l l - i i  -JAT.Til M A INTKXANOB ORnAN lZAT tOX .S
"See. 1301. Iteiiiilreii:- nts fo r  Lcnlth maintenance (irganixr.tlons.
"See. 1302. I.Vtlntthms."See. 1303. C r.ntlK nriil rne.traets fo r  feasib ility rarvey...
"See. 1301. <lrnnt*. contract*. Mini lean guarantee* to r planning ami fo r  

in itia l development costa.
"Sre. 130.1. Loans nnd to rn  irm rrn tccs fo r la titat operation coats.
"Sec. 130". Application rtrp'IrementH.

“ Set. 1307. AOeilr.htrath'r. o f assistance programs.
"S>y. 130s. <;e:ie:ai provMun* re lating to loan guarantee] nnd loans.
"See. 1300. Anthnrlm ilono o f appropriation*.
"Sec. 1310. Kmphiy rex* lieatth l i r rw io  plana.
"See. 1311 T tw lr lv lb e  Urate law s nti.l practices.

S e e .  1312. C.tiilltiiied regulation o f health mnlntenmce organisation*.
"See. 1313. L liiiltn t'on  on source o f funding fo r  hcc.lth maintenance orga­

nisations.
"See. i3M . I ’ rogmm evaluation.
"See, 13!.*. Annoal rep o rt .'.

See. 3. d u a lity  ns.oirr.ace.
Sec. 4. H ea lth  earc (piaHty n—"entice program.! study.
Sec. ! i . Reports iv)|-cotl!ig medically untlersorvetl a rea* n rd  population groups 

and non ii.i-lri>i o litan  areas 
See. it. Heiilth services fo r Indiana and domestic ag ricu ltu ra l m ig ratory and 

sen so rial w orli-ra .
Sec. 7. Conform ing amendments.

I f  KAl.Tlt M WNTP.NANCK OtlOANlZATIONS
Sr.c. 2. The Ptthiic Health Sofviec Act is amended by adding after tr *.r, r-j title N i l the" following now litlut

••T ITLE X I I I—HEALTH  MAINTENANCE ORGAN IZATION?
“ r.KQnitKMZST.'i you ItKA t.T II MAIVTK.NANCK OIIBANtZATIPM

S e f in lt i e n .

pit;scribed by sulwotion (c ).

j s . ; m  i j : si o
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r n •' ,!>! A  health m&intenar.cv o r ? . u iz-tior. >lmtl provide, w illico ’. 
j - r v i s . ; . *  lim itation* as m  time or c > o th cr ’tha". liiOi-: prescribed by o r  unc v  

this tale, I '.s ic  v id  supplemental health serv:.es to its num bers t:t 
the fo llo w i::?  m anner:

" i l l  1 ir.er.il-cr is :o  !»:• p r o .id e a  basic health services foi it
basic !■ t c :c. s payment w hich ( A )  is to be paid on a pe-i-
d i e  basis without regard to the d -tc*  health services (w ith in  t ie 
basic health s. rv b v s ) arc p tov id cd ; (1>) is fixed without re?:! 'd 
to ti c intjuenev, extent, or  kind o f  health service (w ith in  the bai ie 
health «v :vices) actually furnished: (C )  is fixed under a comm a- 
nit.v ratio? svstein; ar.d (l> ) tr.ay be supplemented by adi i- 
tioivil ncu'ir.al payments which m ay ba rM uircd for the provisi m 
o f  .proiiiu :vr> Ires (w ith in  the basic health services), except tl at 
such payments it,ay not bo inquired where or in  such u mam ar 
that tin.> . -m e  (ex. determined under regulations o f  the Seciu- 
tary) us a barrier to t i c  delivery o f  health services. Such udi i- 
tional nominal paym ents shall be fixed in accordance with I >c 
regulation* o f  the. Secretary.

" ( 2 )  For such payment o r  payments (hereinafter in this ti 1 
referred to as ‘supplemental lieulth services payments’ ) us 1 1 • 
health maintenance organization may require in additiott to  t c 
basic health ter vices pavment, the organization shall provide to 
each, o f  its tueirilxirs each health service ( A )  which is included ,n 
supple meet al health services (osd efined  b isection  li ’.0‘2 (t !) ) ,  ( ] i  
fo r  which the required health m anpower arc available in the nt u  
B cm d  by tlio organization, and ( C )  for thu provision o f  w hid 
tho incinL r has contracted with the organization. Supplem eieal 
health services payments which arc fixed on u prepayment ha.it 
shall bo fixed under a com munity rating system.

“ (:)) Ti.a aei t ices o f  health professionals which arc provided as 
hit sic health services shall bo provided through health p ro f b* 
sionnls wltn ato member* o f  the stv.V o f  the health niaiutcmn 
organization or through .. medical group (or groups) or ini.i- 

x vidual practice luuiociutioii (o r  associationa). except that this pi r
agruph shall not app ly  in tho case o f  (A )  health profcssionn'r 
services which the. organization dctenrines, 1 conform ity with 
regulations o f  tlio Secretary, are unusual or tnf, uiently used, ir  
(1>) any basic health sem co  provided a member o f  tho heallli 
mutntcuitucu organization other than by such a health pro/e«siot a1 
because it wr.s m edically necessary that the m 'v ico  I*: provided to 
the member before ho could have it provided by such a heal n 

"V, a lt  ft professional. F or purposes o f  this iiarngmph, the term ‘herd h
prefeailoKala," professionals' ii'uuns physicians, dentists, nurses, nodiatris s

optometrists, nnd such other individuals engaged in tlio dtdive •• 
o f  health services us (lie Secretary triay by regulation designs •>.

” (1)  R is ic  heith i services (nnd supplemental health services in 
tho case o f  tlie members w ho havu contracted therefor) sh 1* 
within the area served by the health maintenance organization ie
avrtihthlu and aoce-sibie to  each o f  its meiriliers prom ptly as appt )
prie.to and in u innnner which assures continuity, nnd wh a. 
m edically m-wr.-ary he avr.iiah'.e und nreesdblo twenty-four hoi 

> a day mid seven fi »y» a week. A  mem ber o f  a health mainten.ni v
organization shall bo re.imhurs.>d by the organization for  1 is 
e.vpem.ea in securing basic or supplemental Imallh services o th ;r  
than through the organization if  it was medically necessary t in t  
tho services In* provided before lift cou ld  secure them through 1 10 
organization.

I



“ (c) Each health maintenance organization shall—
“ (1) have a fiscally sound operation and adequate provision 

against the risk of insolvency which is satisfactory to the 
Secretary;

“ (2) assume full financial risk on a prospective basis for the 
provision of basic health services, except that a health mainte­
nance organization may obtain insurance or make other arrange­
ments (A ) for the cost of providing to any member basic health 
services the aggregate value of which exceeds $3,000 in any year, 
(B )  for the cost of basic health services provided to its members 
other than through the organization because medical necessity 
requ ired  their provision before they could be secured through the 
organization, and (C ) for not more than 00 per centum of the 
amount by which its costs for nny of its fiscal years exceed 115 
per centum of its income tor such fiscal year;

“ (3) enroll [arsons who arc broadly representative of the vari­
ous age, social, and income groups within the area it serves, except 
that in the case of a health maintenance organization which has 
a medically lindorservod population located (in whole or in i'art) 
in the area it serves, not more than 75 |>er centum of the members 
of tin ' organization may lie enrolled from the medically under- 
served population unless the area in which such population resides 
is also a rural area (as designated by the Secretary);

‘•(4) have an open enrollment period of not less than thirty 
days at least once during eacli consecutive twelve-month period 
duri ig which enrollment period it accepts, up to its capacity, 
indlvicl- ,ds in the order in which they apply for enrollment,except 
that if the organization demonstrates to the satisfaction of the 
Secretary that—

“ (A ) it lias enrolled, or will be. comjielled to enroll, n 
disproportionate number of individuals who ate likely to 
utilize its services more often than an aetunrially determined 
average (as determined under reguhitions of the Secretary) 
und enrollment during an open enrollment jieriod of an addi­
tional number of such indivdnnls will jeopardize its economic 
viability, or

“ fit) if it maintained nn open enrollment period it would 
not be able to comply with the requirements of paragraph (3), 

the Secretary may waive compliance by the organization with 
tho open enrollment requirement of this paragraph for not more 
than three consecutive twclvo-ninnth periods nnd may provide 
additional waivers to that organization if it makes the demon­
stration required by subparagraph (A ) or (14);

“ (5) not expel or refuse to re-enroll nnv member because of his 
health statu or his requirements for health services;

“ (C,) lie organized in such a manner that assures that (A ) nt 
least one-third of the membership of tho policymaking hotly of 
the health inainteuaneo organization will be members of the orga­
nization, nnd (B )  there will lie equitable representation on such 
bodv of members from medically umlerserved populations served 
by tho organization;

“ (7) Ink organized in such a manner that provides meaningful 
procedures for hearing anil resolving irrieva. '-s between the 
health maintenance organization (including tin edical group 
or groups and other health delivery entitles providing health serv­
ices for the organization) and tho motnliers of the organization:

“ (8) have organizational arrangements, established in accord­
ance with regulations.of tho Secretnry, for nn ongoing quality 
assurance program for its health services which program f A ) 
stresses health outcomes, nnd ( I I )  provides review by physicians
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and other health professionals of the process followed in the p o- 
vision of health services;

“ (£>) provide medical social services for its members and 
cttcourage and actively provide for its sneinhers health education 
services, education, in the appropriate use of health services : nd 
education in the contribution each member can make to the i: r v.i- 
tenance of his own 1 "aich;

“ (10) provide, o. make arrangements for, continuing et.rca- 
tion for its health professional rial:; and 

“ (111 provide, i:i accordance with regulations of the Seen faty 
(including safeguards concerning the confidentiality of the do :tor- 
putient relationship), an effective procedure for developing, tom- 
piling, evaluating, and reporting to the Secretary, statistics and 
other information (which tho Secretary shall publish and dis­
seminate oil an annual basis and which the health ntaintct anco 
organization shall disclose, in a manner acceptable to the S  -cro­
tary, to its members and the genera! public) relating to (.V the 
cost of its operations, (11) tho patterns of utilization of its serv­
ices  ̂(C ) tho availability, accessibility, and acceptability cf its 
services, (D ) to the extent practical, developments in the h i ltli 
status of its members, and (E )  such other matters as the Seen tary 
maj require.

“ t»:nxiTioKs
“ S it . IH02. For purposes of this title:
“ (1) The term ‘basic health services’ means—

“ (A ) physician services (including consultant and ref rral 
services by a physician);

“ (11) inpatient and outpatient hospital services;
“ ((.') ir.odirallv necus-euy emergency health services;
“ (D ) sho.i-torm (not to exceed twenty visits), outpa iont 

evaluative and crisis intervention mental health services;
“ ( E )  medical treatment and referral services (including refer­

ral services to npiiioprinto ancillary services) for tho abuse i f or 
addiction to alcohol and drugs;

“ (F )  diagnostic laboratory and diagnostic and therap utic 
radiologic services:

••(G) home health services; and
“ (11) preventive health sen ices (including voluntary fa oily 

planning service... infertility services, preventive dental car or 
children, au.l children’s eye examinations conducted to deter i na 
the need for vision correction).

I f  n service of a physician described in the preceding sentence may 
also be provided under applicable State law by a dentist,optoma r.st, 
or podiatrist, a health maintenance organization may provide inch 
service through a dentist, optometrist, or podiatrist (as the case nay 
be) licensed to provide such service. For purposes of this pnragt iph, 
the term ‘home health services’ means health services provided m  e 
member’s home bv health care personnel, as prescribed or dircctr 1 by 
the responsible physician or other authority designated by the lunlth 
maintenance organization. A health maintenance, organization is 

> authorized, in connection with tho prescription of drugs, to maitfcin, 
rev iew, and ev aluate (in mx. •dance with regulations of the Secret i v) 
a drug use profile of its mem ntrs receiving such service, evaluate p.it- 

» terns of drug utilization to as mre optimum drug therapy, and provide
for instruction of its members and of health professionals in the u e of 
prescription and non-prescription drugs.

“ (2) The term \su pi dement sd health services’ means—
“ (A ) services of facilities for intermediate nnd long-term cam;
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“ ( B )  vision cure not included as a basic health service under 
paragraph (1 )(A ) or (1 ) (H ) :

“ (C ) dental services not included as a basic health service 
under paragraph (1 )(A ) or (1 ) (H ) ;

“ (D ) mental health services not included as s basic health serv­
ice under paragraph (1 ) (D ):

“ ( E )  long-term physical medicine and rehabilitative services 
(including physical therapy): and 

“ (F )  the provision of prescription drugs prescribed in the 
course of the provision by the health maintenance organization 
of a basic health service, or a service described in the preceding 
subparagraphs of this paragraph.

I f  a service of a physician descrilied in the preceding sentence may 
also be provided under applicable State law by a dentist, optometrist, 
or podiatrist, n health maintenance, organization may provide such 
service through an optometrist, dentist, or podiatrist (as the rase 
may be) licensed to provide stteh service. A  health maintenance orga­
nization is authorized, in connection with the proscription or provision 
of prescription drugs, to maintain, review, und evaluate (in accordance 
with regulations of the Secretary) a drug use. profile of its members 
receiving such services, evaluate patterns of drug utilization to rs.-uro 
optimum drug therapy, and provide for instruction of its members 
and of health professionals in the us? of prescription and non-prescrip­
tion drugs.

“ (3) The term ‘member' when used in connection with a health 
maintenance organization means nn individual who inis entered into 
a contractual arrangement, or on whose behalf a contractual arrange­
ment lias been entered into, with the organization unde: v'.iich the 
organization assumes the responsibility for the provision to such 
individual of basic health services and of surii supplemental health 
services us may be rout:acted for.

“ (4) Tlio term ‘medical group’ menus it partnership, association, or 
other group—

“ (A ) which is composed of health professionals licensed to 
practice medicine or osteopathy nnd of such other licensed health 
professionals (including dentists, optometrists, and podiatrists)

' as are necessary for the provision of health services for which tlio 
group is responsiblei 

“ ( It )  a majority of-tlie members of which are. licensed to prac­
tice medicine or osteopathy: und 

“ (C ) the members of which (i) as their principal professional 
activity and as r. group responsibility engage in the coordinated 
pm :ico of t.heir profession fora hoaltn maintenance organization: 
(ii pool their income from practice as members of the group and 
distribute, it among themselves according to a prearranged .-alary 
or drawing account or other plan: (iii) share medicalnmt other 
records r.nd substantial portions of major Pipiipnient and of pro­
fessional, technical, nnd administrative staff:’ (i\) utilize such 
additional professional personnel, allied health professions per­
sonnel, and other health personnel (as specified in regulations of 
the. Secretary) ns nr? available nnd appropriate, for the effective 
and efficient delivery of the services of the members of the group: 
and (v ) arrange, foe mid encourage continuing education in tin* 
field of clinical medicine and related areas for the members of tho 
croup.

“ (5) '1 ha term ■individual practice association’ moan? a partnership, 
corporation, association, or other legal entity which lias entered into 
a services arrangement (or arrangements) with person-; who are 
licensed to practice medicine, osteopathy, dentistry, podiatry, optomc-



try, or other hc-.th profession in a State and a majority of whom are 
licensed to practice medicine or osteopathy. Such an arrangement 
shall provide—

“  (A ) that such persons shall provide their profession'' services 
in accordance with a compensation arrangement esta,. shed by 
the entity; and

‘•(B) to the extent feasible (i) that such persons shall utilize 
such additional professional personnel, allied health professions 
personnel, and other health personnel (as spec;Hod in regulations 
of tho Secretary) as arc available and appropriate for the elective 
and efficient delivery of the services of the persons who are parties 
to the urringoment, (ii) for the sharing by such persons of med­
ical and oth.or records, equipment, and professional, technical, 
and administrative stall, and (iii) for the arrangement and 
encouragement of the continuing education of such persons in the 
field of clinical medicine and related .'.reas.

“ (0) The term ‘section .‘111 (it) citato health planning agency’ means 
the agency of a State which administers or supervises the administra­
tion of a State’s health planning functions under a State plan appu .ed 

so stvt. l is i.  under section 314(a) (hereinafter in this title referred to as a 'section 
«2 vss 246. 314(a) plan’) ; and the term 'section 314(b) area wide health planning

agency’ means a public or nonprofit private agency or organization 
which’ has developed a comprehensive regional, metropolitan, or other 
local nica plan or plans referred to ir. section 314(b) (hereinafter in 
this title tv furred to as a 'sue cion 314(h) plan’).

"(7 ) The term ‘medically un.i.rserved population’ means the popu­
lation of an urban or rural area designated by the Secretary as an urea 
with a shortage of personal hesdth srrvi vs or a population group 
designated by the Secretary as having a shortage or such services.
Such a designation may be made, by the Secretary only after con­
sideration of the comments (if  any) of (A ) each toction 3’.4(a) State 
health planning agency who** section 314(a) plan covers (in whole 
or in part) such urban or ruin! area or the urea in which such popu­
lation group resides,'altd (B l  each suction 314(b) area wide heaiib 
planning agency whose section 314(b) plan covers (in whole or in 

* part) such urban or rural area or the urea in which such population
group resides.

“ (s) The term Yommunif v rating system' means a system of fixing 
rates' of payments for health services". Ctider such a system rates of 
payments may lie determined on a per-person o r per-family basis nnd 
nny vary with the number of persons i:i a family, but except as other­
wise authorized in thu next seuteirv. Mieh rates must be equivalent for 
all individuals and for all families of similar enrnposition. The follow­
ing dillereiitials iti rates of payments may be established under such 
system:

*•( X) Nom ina l  d i i t 'e ren iinis in snc l i ra te s  m ay  be es tab l ished  to  
reflect l l ie  d i i l e r e n l  n dn i in i s t rn t i v e  cos ts  o f  co l le c t in g  paym en ts  
f rom  the fo l low ing  categor ies o f  n i e m l s n s :

" ( i !  I n d i v i d u a l  membi rs  t i n c l u d i n g  th e i r  i 'ant il ies) .
••(ii) S m a l l  g roups  o f  members (us de te rm ined  un d e r  tvgu*

.lotions of the Secivtiiry).
* ''( i ii)  Large groups of men.tiers fa-' determined under regu­

lations of the Secretary’!.
" ( I I )  D i t le .vn t ia l-  in such ra tes m ay  be e s tab l ished  fo r  mem ­

be rs  en ro l led  in a hea l th  ma in tenance n rga i i i/ i i t iou  )mrsuan i t o n  ,
e om r iK t  w i th  a ro v e iom en ta l  a u th o r i t y  un d e r  section l( '7t> o r  j

'.'5 .'.ti'*.. a*'-. lo s t ;  o f  t i t l e  |n. 1'n ired  S ta 'e s  ('ode, o r  unde r  an y  o ther govern-
men ta l p ro g ram  (o ther than r|e» hea l th  benefits p ro g ram  author- 

5 v s c  o 'lil. i/.ed by  e l iap te r  Ml o f  t i t l e  3, 1‘n i ted  S u i t e s  ( ’ode) o r  an y  hea l th
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benefits program for omploj’ccs of States, political subdivisions 
of States, and other public entities.

“ (9) The term hton-inetropolitan area’ means an area no part of 
which is within an area designated as a standard metropolitan statisti­
cal area by the Office of Management and Budget and which dees not 
contain a city whose population exceeds fifty thousand individuals.

“ g r a n t s  a n d  c o n t r a c t s  f o r  r K A s im u T Y  s v r v f . y s 4
“ S f.c. 130-3. (a) The Secretary may make grants to and enter into 

contracts with public or nonprofit private entire's for projects for 
surveys or other activities to determine, the feasibility of developing 
nml operating or expanding tlio operation of health maintenance 
organizations.

“ (!>) An application for a grant or contract under this section 
shall contain—

. “ ( I )  assurances satisfactory to the Secretary that, in conduct­
ing surveys or other activities with assistance under a grant or 
contract under this section, the applicant will (A ) cooperate with 
the section 311(b) aroawido health planning agency (if  any) eo stai, n n ;  
whose section 314(b) plan covers (ill whole or in part) the area 84 Stnt. 130-t. 
for which the survey or other activity will be conducted, and 42 use 245. 
(B )  notify the. medical society serving such area of such surveys 
or other activities; and
_ “ (-2) such other information as the Secretary may by regula­

tion proscribe.
" (e ) In considering applications feu grants und contracts under 

this section, tin1 Secretary shall give priority to an application which 
contains or is supported hy assurances satisfactory to tho Secretary 
that at the time ihc health maintenance organization for which such 
application or proposal is submitted first heroines operational not less 
than -‘iiI per centum of its members will hr ntciuhces of a medically 
imdrrsetweii population.

" (d )(1 ) Kxrcpt as provided ill paragraph (2). the following limi- tlnttationa. 
tat ion.s apply with respect to grunts and contracts made under this 
section:

” 4A) If  a project lias hern assisted with is grant or contract 
under sulcu'rf ion (a), the Secretary iniiv not make any other grant 
or enter into any other routine! under this section for such pi ojret.

"11> > Any project for w Inch a gnr t is made or contract entered 
into must he completed within twelve months from the date the 
grant is made or contract entered into.

“ (2) The Scerctan may make not mole thin one mldii-oea’, grant 
or enter into not more than one additional contract for a project for 
which a grant has prcvionslv hern made or a contract previniislv 
entered into, and he uciv pel mu add it ional time (up to t we I .< months) 
for completion of the project if lie determines that the additional 
grant or contract (as the ease may he), or additional time, or both, is 
needed to n<Ie<|iiately complete the project,

" (e ) T l f  Amount to t-c paid by the I ’nileil States under a grunt 
made, or contract entered into, under sub-ccti-m (a) shall be deter­
mined hv the Secretary, except that (1) the iiiiuuini to la-paid hv the 
l ’niieil Stsit'-sHmder any .-ingle grant or contract for miv project may 
not exceed i4.Vl.iM8i, and (g) tin- aggregate of the uuiouiits to be paid 
by the I nitcd States for any project under such -nhsection under 
grants or contracts, or both, may not exceed lie- greater of (A ) UH 
per centum of the cost of such project fas lie' -riniu'-d under regula­
tions of the Secretary), or 1 11) in the ea-e of a project for a health 
maintenance organization which will serve a medically undeserved
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population, such greater percentage (up to 10f> per centum) of such 
coat as the Secretary may prescribe if lie cletcrmir.es that the ceiling 
on tho grunts and contracts tor such project should he determined by 
such greater percentage.

‘•(f) Payments under grants under this section may lie mnde in 
advance or by way of reimbursement und at such intervals and on 
such coudit io:is as the Secretary finds necessary.

•‘(r ' ’-intracts may be e.itercJ into under this section without, 
rega. sections 3018 nnd 3703 of the He vised .Statutes (31 U.S.C. 
529; 41 t S.C.o).

“ (h) Payments under grants and contracts under lids section shall 
bo made from appropriations tnado under section 1300(a).

“ (i) Of the sums appropriated for any fiscal vtar under section 
1309(a) for grants and contracts under this section, not less than 
20 per coulutn shall be set aside and obligated in such fiscal year 
for projects (1) to determine tho feasibility of developing and operat­
ing or expanding the operation of health maintenance organise lions 
which the Secretary determines may reasonably be expected to have 
after their d./ejnpmcnt or expansion not less than (iii j»e> centum of 
their membership drawn from residents of non-metropolitan areas, 
and (2) tho applications for which meetthr rciptircmeuts of this title 
for approval. Sums set aside in tlio fiscal year ending Juno 30, 1974, or 
June 30, lt>75, for projects described in the preceding sentence hut not 
obligated in such fiscal year for grants and contracts under this section 
because of a hick of applicants for projects meeting the requirements 
of such sentence shall remain available for obligation under this sec­
tion in tho succeeding fiscal year for projects other than those described 
in clause (1) of such sentence.

“imnvrs, roxmcrs, ani» joan ouahanvkis ton c l a n.si no a m i rou
I.VITIAI. UKVKI.OI'MKNT COSTS

••Sja'. 1301. (a) Tlie Secretary may—
“ (1) make grants' to and enter into contracts with public or 

nonprofit private entitle.? for planning projects for the establish­
ment of lu-alth maiiitrruu.'o organizations or for the significant 
expansion of tho inet.iberiiiip of, or ureas served by, health main­
tenance organizations: and 

“ (2) guarantee to non-Federal lenders payment of tho prin­
cipal of and the interest nti loans made to private, entities (other 
than nonprofit private entities) for planning projects for tlio 
establishment or expansion of health maintenance organizations 
to serve medically tiiidurservcd populations.

Plunning projects assisted under this subsection shall include devel­
opment of plaits for th >. marketing of tho services of tho health main­
tenance organization.

“ (b) (1) Tim Secretary may—
“ (A ) make grant.-, to and enter into contracts with public, or 

nonprofit private entities for projects for the initial development 
of health maintenance or ganizations; nnd 

“ (it ) guarantee to no.i hVdcrnl lenders payment of the princi- 
pa! of ami the into rest o.i loins made to any private entity (other 
than a nonprofit private entity) fur a project for the initial devel­
opment of n health maintenance! organization which will serve a 
medically nmlcrservod copulation.

“ (2) For purposes of this seel ion, the term 'initial development’ 
when used to describe a project for which assistance is authorized hv 
this subjection includes significant expansion of the membership of, 
or the area served by, a health maintenance organization. Funds under

I
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grants and contracts under this subsection and undei loans guaranteed 
under this subsection may only le utilized for stirh purposes as tlio 
Secretary may prescribe in regulations. Sm-h purp.ises may include 
(A ) the. implementation of an cmollmcut campaign for such an orga­
nization, ( I i )  tho derailed design of and arrangements for the health 
services to he provided by such an organization, (C ) the development 
of administrative and internal organizational arrangements, including 
fiscal control nnd fund accounting procedures, and the development of 
a capita! financing program, ( 1 ) )  the recruitment «.f personnel for such 
an organization and the conduct of training activities for such person­
nel, and ( E )  the payment of architects' nnd engineers' fees.

••(.’}) A grant or contract under this subsection may only be made 
or entered into for initial development costs in the one-year period 
I loginning on the first day of the first month in which sneh grant or 
contract is made or entered into. The tuimher of grants made for any 
initial development project under this subscettot when atlded to the 
number of contracts entered into for such project under this subsection 
may not exceed t hror. A loan guarantee under this subsection may only 
tm mad" f r a loan (or loans) for sneh costs incurred in a period not to 
exceed tint • years.

" (c )(1 ) An application for a grant, rout met, or loan guarantee 
under subsection (a) for a planning project shall contain assurances 
satisfactory to the Secretary that in carrying out I lie planning project 
for which tin* grant, contract, of loan guarantee is sought, the appli­
cant will (A ) cooperate with the section :tl 1(h) nronwidc health plan­
ning agency (if  any) whose section 311(1.) plan covers (in whole or 
in part) tin* area proposed to he served by the health imiinieimnce 
organization for which the planning project will In- conducted, and 
(It ) notify the medical society serving such area of tiie planning 
project.

‘*(2) i f  the Secretary makes a grant or loan guarantee or enters into 
a contract under subsection (a) for a planning project for a health 
maiiileiiancc organization, lie may. within the periol in which the 
planning project must he completed. make n grant or loan guarantee 
or enter into a rout met under subsection (It) for I lie initial develop­
ment of that health maintenance organization: but un grant or loan 

. guarantee may lie made or contrite! enteicd into under subsection (Ii) 
for initial development ol a health maintenance organization unless 
tile Secretary determines (lint (A ) sufficient planning for its estab­
lishment or expansion (a> the ease may lie) has been conducted hv the 
applicant for the grant, contract, or loan guarantee, and (It ) the 
feasibility of establishing ami operating, nr of expanding, the. health 
maintenance organization has been established by the applicant.

*‘(d) In considering applications for grants and contracts under 
this section, the Secretary shall give priority to an application which 
contains or is supported by assurances satisfactory to the Secretary 
that at the lime the health maintenance organization for which such 
application is submitted Iit-t becomes operational not. less than 30 
|hw eetil tint of its members will be members of a medically underscrved 
pnnulatinn.

“ (e) (11 Except as provided in paragraph (2), the following limita­
tions iipnl.v with respect tognmts. loan guarantees.nndcnutractttmade 
under subsection (a) of this section:

“ (A ) If  a planning project lias been assisted with grant, loan 
guarantee, or contract under subsection (n), the Secretary may not 
make any other planning grant or loan guarantee or enter into any 
other planning contract for such project under this section.

“ (It ) Any project for which a grant or loan guarantee is made 
or contract entered into must he completed within twelve months

3? S7AT. 027
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front the date .he grant or loan guarantee is made or contract 
entered inn).

‘‘ (d) The Secretary may not make more titan one additional grant 
or loan guarantee or enter into not more than one additional contract 
for a planning project for which a grant or loan guarantee has pre­
viously been made or n contract previously entered into, and lie may 
permit additional time (up to twelve months) for completion of the 
project if he determines that the additional grant, loan guarantee, or 
contract (as the case may be), or additional time, or both, is needed to 
adequately complete the project.

‘•(f)(1) The amount to be paid by the United States under a grant 
made, or contract entered into, under subsection (a) for a planning 
project, and (except as provided in paragraph (3) of this stmseetion) 
the amount of principal of a loan for n planning project which may lm 
guaranteed under such subsection, shall be determined by the Secre­
tary, except that (.V) the amount to be. paid by the. United States under 
any single grant or contract, and the amount of principal of any 
single loan guaranteed under such subsection, tnuv not. exceed $l:5o,()fl(), 
n:ul (15) tim aggregate of the amounts to In' paid for any project by 
the. United States tinder grants or contracts, or both, under such sub­
section, and the aggregate amount of principal of loans guaranteed 
mule." such subsection for any project, may not exceed the greater of 
(i) fat per centum of the cost of such project (its determined under 
regulations of tho Secretary), or (ii) in the cas» of a project for u 
health maintenance organization which will serve a medically itnder- 
scrved population, such greater percentage (up to 10 ) per centum) of 
such cost as the Secretary may prescribe if he determines that the ceil­
ing on the grants, contracts, and. loan gun rant cos (or tiny combination 
thereof) for such project should he determined by such greater 
percentage.

*•(•_’) Tho aniomit to he paid by tlm United Stales under a grant 
made, nr contract entered into, under subsection (b) for an initial 
development project, and (except us provided in paragraph (15) of this 
subsection) the amount of principal of a loan for un initial develop­
ment project which may lie guaranteed under such subsection, shall lie 
dec ci mined by the Secretary; except that the amounts to he paid by the 
United States for any initial development project under grants or 
contract's. or Itofti, under such subsection, and tbc aggregate amount of 
principal iif loans guaranteed under f e l l  subsection for any project, 
lliay not exceed the lesser of —

“ (A ) $1,1 till),01)0, or
"(15) an immiiitt equal to the greater of (i) !)l) par centum of 

the cost of such project (as determined under regulations of the 
Secretary), or (ii) in the cast' of a project for a health mainte­
nance organization which will serve a medically undorscrvcd 
population, such greater percentage (u p  to IPO p»r centum) of 
miii'Ii cost as the. Secretary may prescribe if he determines that 
the ceiling on five grants, contracts, and loan guarantees (or any 
combination thereof) for such project should 1m determined by 
such greater percentage.

“ f3) The cumulative total of the principal of the loans outstanding 
at any tune with res peel to which giuvra'itcv.H have been issued under 
(his section m.iv not exceed sneh limitations ur, may he specified in 
nptiropriiifinn Acts.

••(g) Pay11 nits under grants under this section may he made in 
advance or In Way of reimbursement and at such intervals and on 
sneh condition: as the Secretary llnds necessary.

“ (h) Contr Is may lie entered into under this section without 
regard to sections 3(518 and 3700 of the Revised Statutes (31 U.S.C. 
,V2!>: 11 Ib.s.U. o).



“ ( i)  Payments under grants and contracts under this section shall Post, p.930. 
be made from appropriations under section 13f‘0(i\).

“ ( j )  Loan guarantees under sulwec.t ion (a) (it) ftir planning projects 
may be made rhroucl the fiscal ycaf ending Jutie 30, lt'TC; and loan 
guarantees under subsection ,(l>) (1) ( I I )  for initial development proj­
ects may bo made through the fiscal year ending June .'50, 1077.

‘•(k) (1) Of the sums appropriated for any fiscal year under section 
1300(a) forg jits and contracts under subsection (a) of this section, 
not less than u  per centum shall bo set aside and obligated in such 
fiscal year for projects (A ) to plan the establishment or expansion 
of health maintenance organizations which the Secretary determines 
may reasonably bo expected to have after their establishment or expan­
sion not less than 60 per centum of their membership drawn from 
residents of non-metropolitan areas, nnd (B )  the applications for 
which meet tho requirements of 'his titic for approval. Slims set aside 
in the fiscal year ending June 30, 1074, or June 30, 1975, for projects 
described in the* preceding sentence but not obligated in such fiscal 
year for grants nnd contracts under subsection (a) of this section 
because of n hick of applicants for projects meeting the requirements 
of such sentence shall remain available for obligation under such sub­
section in the succeeding fiscal year for projects other than those 
described in elause(A) of such sentence.

“ (2) Of tlic sums appropriated for any fiscal year under section 
1303(a) for grants and contracts under subset tion (b) of this section, 
not less tlmn 20 per centum shall l»e set aside and obligated in such 
fiscal year for projects (A ) for the initial development of health main­
tenance organizations which the Srrrelar.v dctcrmuics may reasonably 
he. expected to have after their initial development not less than fiii 
per centum of their membership drawn from residents of non- 
metropolitan areas, and ( l i )  the applications for which meet the 
requirements of this title for approval. Sums set aside in the fiscal year 
ending June 30. 1074, or in either of the next two fiscal years’ for 
projects described in the preceding sentence but not obligated in sneh 
fiscal year for grants nnd contracts under subsection (b) of this section 
because of a lack of applicants for projects meeting the requirements 
of sucli sentence shall remain available for obligation under such 
subsection in the succeeding fiscal year for projects other than those 
descKlHul in clause (A ) of such sentence.

“ l.OAXK AND I.IIAX m'AUANTUIS KOI! IM'IIAI. OI'MIATIOX lOs'IS

“ S k<\ 1303. (a) The Secretary may—
"(1 ) make loans to public or nonprofit private health mainte­

nance organizations to assist them in meeting the amount by which 
their operating costs in the period of the first thirty-six months 
of their operation exceed their revenues in that period:

“ (2) make loans to public or nonprofit private health mainte­
nance organizations to assist them in meeting the amount liy which 
their operating costs, which the Secretary determines are attribut­
able to significant expansion in their tm-mltershiii or area served 
and which are incurred in the period of the first thirty-six months 
of their operation aftei such expansion, exceed their revenues in 
that period which the secretary determines are attributable to 

i such e.vfpausion: nnd
‘•(3) guarantee to non-Federal lenders payment of the principal 

of and the interest on loans made to any private health mainte­
nance organization (other than a private nonprofit health nmin- 
fenanee organization) for the amounts referred to in paragraph 
(1) or (2). hut only if such health maintenance organization will 
serve a medically underset red population.
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Xo loan or loau guarantee may be made under this subsection for the 
operating costs of a health maintenance organization unless the Secre­
tary determines that the organization has made all reasonable attempts 
to meet, such costs.

*‘ (b) (1) Except 8 5 provided in paragraph (2), the principal amount 
of any loan made or guaranteed under subsection (a) m any fiscal year 
for a health maintenance organization may not exceed $1,000,000 nnd 
the aggregate amount of principal of loans made or guaranteed, or 
both, under this section for a health maintenance organization may not 
exceed $2,500,000.

"(2 ) The cumulative total of tin* Principal of th.c loans outstanding 
cf any time which have been directly made, or with respect to which 
guarantees have been issued, und'w subsection (a) may not exceed such 
limitations as may bo specified in appropriation Acts.'

•‘(e) lamas under this section shall be made from the fund estab­
lished under section 1303(e).

••(d) A loan or loan guarantee may be made under this section 
through the fiscal year ending June .”>0,107S.

“ (e) Of the sums used for loans under this section in any fiscal year 
from the loan fund established under section 1308(e), not less than 
20 per centum sliali be used for loans for projects (1) for the initial 
operation of health maintenance organizations which the Secretary 
determines have not less than G<! per Centum of their membership 
drawn from residents of r.onmet:opolitan areas, and (2) the applica­
tions for which meet the requirements of this title for approval.

“ am'i.icATioN ltKgi'iitKMKxrs

••Sir. 130“ . (a) Xo grant, contract, loan, or loan guarantee may lie 
ma le under this title unless an application therefor has been sub­
mitted to, and approved by, the Secretary.

“ (b) The .Secretary may not approve an application for a gran*, 
contract, loan, or loan guarantee under this title unless—

“ (1) in the cast- of nn application for a—i.-tnniv under sect inn 
1303 or 13D1, such application meets the application requirements 
of Mirii section ami u. the ease of an application for a loan or loan 
guarantee, such application meets the. remiireiiieuts of section 
i;«)f»:

•‘(2) lie determines that the applicant malting the application 
. would not be able tocomplete the pi'ojeer nr iiiidcrlahing for which 

the application is submitted without the assistance applied for;
••(“•) the application contains satisfactory specification of the 

ex isiiiiic «»»• anticipated (A ) population group or groups to lie 
served |,y |!u> proposed nr existing health maintenance organiza­
tion described in the application. (It ) membership of such orga­
nization. ( ( ')  methods, terms, and periods of the eiieolliiient of 
members of such organization. (|» i estumifed costs t er member 
of the health and educational services to be provided by such 
organization and the nature of such costs, (E )  sourevs of profes­
sional services for .such organization, and organizational arrange- 
menls of such organization for prov iding health ami educational 

* services. (F )  organizational arrangements of sneh organization 
for an ongoing qttalitv avuirnncc program in conformity with tin* 
requirements of* section I:’-t*JI»•». l i i i  sources of preoivnicut and 
other forms of navinent for ilie services to lie provided hv such 
organization. ( I I )  facilities. and additional capital in vestments 
and sources of fiiiauring therefor, available to such organization 
to provide tin' level and scope of «cn iecs proposed. ( I )  adminis- 
trntiie. managerial, and financial arrangements and capabilities



of such organization, ( J )  role for members in the planning and 
policymaking for such organization, (K )  grievance procedures 
for members of such organization, and ( i, )  evaluations of the 
support for and acceptance of such organization by the popula­
tion to be served, the sources of operating support, nnd the pro­
fessional groups to be involved or affected thereby;

“ (4) contains or is supported by assurances satisfactory to the 
Secretary that the applicant making the application will, in 
accordance with such criteria as the Secretary .'•hall by regulation 
prescribe, enroll, nnd lnaintain nn enrollment of the maximum 
number of members that its available and potential iv.vmrccs 
(as determined under regulations of the Secretary) will enable 
it to effectively serve;

“ (5) the section 314(h) arenwide health planning agency whose, ao stat, lia ij
section 314(b) plan covers (in whole or in part) the area to In' 84 stat. 1304.
served by tho health maintenance organization for which Midi <2 use 246. 
application is submitted, or if there is nn such agency, the section 
314(a) State health planning agency whose section 3H (u) plan
covers (in whole or in part) such area. lias, in accordance with
regulations of five Secretary under subsection (e) of thjs section, 
been provided an opportunity to review the application and to 
submit, to the Secretary for his consideration its recommendations 
respecting approval of the application or if under applicable 
State law such an application may not lie submitted wit limit the 
approval of the section 3H’(b) nroawido health planning agency 
or the. section 314(a) State health planning agency, the required 
approval has liecn obtained:

•*(f!) in the case of an application made for a project which 
previoti'lv received a grant, contract, loan, or loan guarantee 
under tins title, such application contains or is supported by 
assurances satisfactory to the Secretary that the applicant making 
the application has the financial capability to adequately carry 
out the purposes of such project and lias developed and operated 
such project in accordance with the requirements of this title and 
with the plans contained in previous applications for such assist­
ance; and

••(*) toe application is submitted in such form and nmniter, 
and contains sudsadditional information, as the Secretary shall

1 prescribe in regulations.
An organization making multiple applications for more than one Multiple 
grant, contract, loan.or loan guarantee under this title,simultaneously cppU«»Uor.s. 
or over tl.e course of time, aluil! not be required to submit duplicate or 
redundant information but shall Is* required to update the specifica­
tions (required hv paragraph (3 )) respecting the existing or proposed 
health maintenance organization in such manner and with such fro- - 
qiteney as the Secretary may by regulation prescribe.

**(<•) The Secretary shall by regulation establish standards and 
procedures for section 314(h) nrcawidc health planning agencies and 
section 311(a) State health planning agencies to follow in reviewing 
and commenting on applications for grants, contracts, loans, ami loan 
guarantees under this title.

"AnMixi-Ti: vrmx nr \ssisT\xir. riau.n\mh
I
“ S r i . 1307. i a) (1) Mach iccipiciit of a grant, contract, loan, or loan Rccot-d- 

gnaranter under this title shall keep such records its the Secretary shall kcopln,;. 
prescribe, iii,•biding records which fully di>close the niiiniitt! and dis­
position by such recipient of the proceeds of the grant, contract, or
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loan (directly made cr guaranteed), tha total cost of the undertaking 
in connection with which such assistance v as given or used, tho amount 
of that portion of the cost of the undertaking supplied by othei 
sources, and such other records as will facilitate an eiTcctive audit.

“ (i!> 'Aha Secretary, or any of iris duly authorized representatives, 
shall have access for tha pa-pose or aiulin and examination to any 
books, documents, papers, end records of the recipients of a grant, con­
tract, loan, or loan guarantee under this title which relate to such 
assistance.

‘•(b) Upon ixpiration of the period for which .1 grant, contract 
loan, or loan guarantee was provided an entity under thi> title, such 
entity shall make n full and complete report to the. Secretary >" such 
manner as he may by regulation prescribe. Each such renor. shall 
contain, among such ether matters a s  the Secretary rnav by regula­
tion require, descriptions of plans, developments, and operation! 
relating to the matters referred to in section 1300(b) (8).

“ (c) I f  in any fiscal year the funds appropriated under scctior 
1309 a re insufficient to fund ell applications approved under this title 
for that fiscal year, the Secretary shall, after applying the applicabli 
priorities under sections l;io3aiin 1301, give priority to tliu funding o: 
applications for projects which the Secretary determines arc the inos 
likely to be economically viable.

“ (’J )  An entity which provides health services to a defined popula 
tion on 11 prepaid basis and which has members who arc entitled t< 
insurnncu benefits tinder title X V I I !  of the Social Security Act or t< 
medical assistance under a State plan approved under title X I X  0 
such Act may !>•; considered as a health maintenance organization fo. 
purposes of receiving assist unco under this title if—

"(1 ) with ivspcet to its members wlio are entitled to such 
insurance benefits or to such medical assistnnoo it (A ) provide.! 
health services in accord a nee with section 1301(b), except thn 
(i) it docs not furni .u to those tnenibcrs tiie liealtli services (with 
in the basic health service*) for which it may not be compensate! 
under such title X V I I I  or sneh State plivn, and (ii) it does no 
fix the basic or Rtinplcuncnttd health services jwvment for sue! 
members under a couuiiiinity rating system, unu ( H) is organize! 
nnd ope-r’eJ in the manner prescribed by section 13tH (•■). ex ep 
that it tloi'.v not ayonie full financial risk on a prospective Imsii 
for tiie provision tv- 'itch members of basic or supplemental henlll 
services with respect to which it i.-. not rvxpiircd under such tit 11 
X V I I I  or suv’li .Stale plan to assume such financial risk; nnd 

“ (;!) with respcet to i;s other members it provides liealtli serv 
ices in accordance with section 1801 (b) and is organized and opor 
nted in the manner prescribed by section 1301(e).

“ (e.) In any fiscal year 110 loan guarantee may be made under thi. 
title if tin1 making of mteh guarantee would cause the etiniiiliitive tofu! 
of the principal of tb • Ioann guaranteed under this title in such fi-eu 
year to exceed the amount of grant and contract fund:; obiigal '0 unde • 
this title in siidi fiscal year; except that (bissubsection,-liail i.at nppl. 
if the amount of grant and contract funds obligated under this till ■ 
hi such fiscal year equals the sums appropriated under section 1309 fo • 
grants nnd contracts for such fiscal year.

“ ( ir .s u n .M . e c u  v is i o n s  r k i .a v i n v ; t i i  u -.v x  n r . v i u x T K u r  a n i i  t .n .v x s

“ Site. 180S. (a )(1 ) Thu Secretary may not. approve an npplicatio,. 
for h loan guarantee under this tiilu unless be. determines that (A 
the terms, conditions, security (if any), and schedule and amount o ’ 
repayments with rospeer to ‘he loan are sufficient to protect the finnn

t
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cia! interests of the United States and arc otherwise reasonable, includ­
ing u determination that the rale, of intcr-st does not exceed sueli per 
centum per annum on the pri»"ii>-.l obligation or.tsiamling as the Sec­
retary determines to be rcasoii.dde, taking inro icenunt cite range of 
interest rates prevailing it, the privnto market for similar loans and 
the risks assumed by the United States, and (It ) the loan would not 
bo available on reasonable terms and conditions without the guarantee 
under this title.

“ Id )(A ) The United States shall he entitled to recover from the 
applicant for a loan guarantee under this tirU the amount of any pay­
ment made pursuant to such guarantee, uul.-ss tho Secretary for good 
causa waives such right of rocou ry ; and, uihiii making any such pay­
ment, the United States shall he subrogated to ad of the rights of the 
recipient of the payments with ivsjnvt to which tiie guarantee was 
made.

‘•(H) To the extent permitted by subparagraph (C ), any terms and 
conditions applicable to a loan guarantee under this title* (including 
toipis and conditions imposed under subparagraph ( I ) ) )  may lie 
modified by the Secretary to the extent he determines it to be consistent 
with the liiituu-inl interest of the United States.

‘•(C) Any loan guarantee made by the Secretary under this title 
shall lie incontestable ( i)  in the liandsof an applicant on whose la half 
such guarantee is unde unless the applicant engaged in fraud or mis- 
ropivscntation in securing such guarantee, and (ii) as to any person 
(or his successor in interest) who makes or coutracrs to make a loan 
to such applicant in reliance then-on unless such pcivm (or his succes­
sor in iiitoivsl) engaged in fraud or misivprescntntioii in making or 
contracting to make such loan.

“ (D ) (iiiiunutecs of loans under this title shall he subject to such 
further terms nnd renditions as the Secretary determines to lie neces­
sary to assure that the pm poses of this I it !e will bo achieved.

“ (I>) (1) The Scrutiny limy not approve an application for n loan 
under tliis title unless—

“ (A ) the Secretary is reasonably satisfied that the applicant
, therefor will be aide to make payment* of principal nnd interest 

thereon when due. ami 
‘•(H) the applicant, provides the Secretary w.th reasonable 

assurances that there will lie neuiluhh- to it sueli additional funds 
as may lie necessary to complete the project or undertaking with 
respect to which such loan is rcipirstrd.

‘•(•2) Atiy loan made under this title shall (A ) have such security, 
(It ) have sneh maturity date, ( ( ')  lie repayable in sueli installments, 
( 1>) bear interest at a rule cotn|iarahle to the current rate, of interest 
prevailing, on the date the loan is made, wi’ h r< _iect to loans guaran­
teed under this title, and (K ) lie subject to s iherten isund condi­
tions (including provisions for recovery in ease of default), as the 
Secretary determines to he necessary to carry out the pm noses of this 
title while mleipmtoly protecting the financial interests el the United 
States.

“ (:l) The Secretary may. for good cause luit with due legiwd to the 
financial interests of the United Slates, waive any eight of recovery 
which he has by reason of the, failure of a borrower to tn.ikc payments 
of principal of and interest on a loan made under in * title.except that 
if such loin is sold nnd guaranteed, any such waiver skill have no 
effect upon the Secretary's guarantee of timely payment of principal 
and interest.

“ (e) (1) The Secretary may from time, to time,hut ivitl. due regard 
to the financial interest s'of the United States, sell loans made by him 
under this title.

87STAT. 92S
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“ (2) The Secretary may agree, prior to his sale of any such loan, 

to guarantee to the purchaser (und any successor in interest of the 
purchaser) compliance by the borrower with the terms and conditions 
of such loan. Any such agreement shall contain such terms and condi­
tions as the Secretary considers necessary to protect the financial inter­
ests of the United States cr as otherwise appropriate. Any such 
agreement mav (A ) provide that the Secretary shall act as agent of 
any such purchaser for the purpose of collecting from tho borrower 
to which such loan was made and paying over to such purchaser, any 
payments of principal and interest payable by such organization under 
such loan: and (15) provide for the" repurchase by the Secretary of 
any such loan on such terms and conditions as may bo specified in 
the agreement. The full faith and credit of the United States is pledged 
to the payment of all amounts which may be mptircd to be paid under 
any guarantee under tbis paragraph.

“ (;t) After any loan under this title to a public health maintenanco 
organization has been sold and guaranteed under this subsection, inter­
est paid on such loan which is received by the purchaser thereof (or 
his successor in interest) shall bo included in the gross income of the 
purchaser of the loan (or hi .successor in interest) for the purpose of 
chapter i of the Internal Revenue ( ’ode of 10.14.

“ (•!) Amounts received hv the Secretary as proceeds from the sale 
of loans under this subsection shall he deposited in the loan fund 
established under subsection (e). 

tow. guanmttt ‘‘(d) ( ! )  There is established in the Tieasury n loan guarantee fund 
fur.s. (hereinafter in this subsection referred to its the •fund*) which shall
KsuMlafcfRt. be available to tho Secretary without fiscal year limitation, in such 

amounts as may bo specified from time to time in appiopriacon Ads, 
to enable him to discharge his responsibilities under loan guarantees 
issued by him under this title. There are authorized to be appropri­
ated from time to time such amounts us may L> necessary to provide 
the sums required for the fund. To the extent aurlmtized in appro­
priation Acts, there shall also lx> deposited in the fund amounts 
received by the Secretary in connection with loan guarantees under 
this title and other property or assets derived by him from his opera­
tic,its respecting such loan guarantees, including any money derivei. 

' from tins cilia of assets.
"(ii) If at any time the sums in the funds ate insufficient to enable 

the Secretary to discharge his responsibilities under gmmiutee.x issued 
by him under this title, l.e is authorized to issue to the Secretary of 
tho Treasury notes or other obligations in such forms and denomina­
tions, bearing such maturities, and subject to such terms and condi­
tions, as may be prescribed by Ilia Secretary with the approval of the 
Secretary of the Treasury. Such notes or other obligations shall bear 
interest at a into determined by the Secretary of the Treasury, taking 
into eo aside rat'on the current average market yield on outstanding 
marketable obligations of the United States of comparable maturities 
during the month preceding the issuance of the notes or other obliga­
tions. The Secretary of the Treasury shall purohaje any notes and
other obligations issv, d under this paragraph and for that purpose lie 
m»y use. as a public < ebt transactio*' tlio proceeds from the sale, of any 

40 Slat. 288. securities issued nude • the S and i.iborty Rond Act, and tiie. purposes
51 use 174. for which the securities may be is.-’ ied under that Act are extended to

include any purchase of such not., and obligations. The Secretary of 
the Treasury may at any time sell any of the notes or other oldig.it ions 
acquired by him under this paragraph. A ll redemptions, purchases, 
and sales by the Secretary of the Triusury of such notes or other obli­
gations ahull be treated us public debt transact ions of the United States. 
Sums borrowed under tins paragraph shall bo deposited in the fund

£-3A S l i t .  3 , 
28 VSC 1 
£2 £££•
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anti redemption of such notes and obligations shall be made by flic 
Secretary from the fund.

“ (c> There is estahlished in iIn: Treasury a loan fund (hereinafter 
in this subsection inferred to as the •fund'.) which shall lie available to 
t!u: Secretary without fiscal year limitation, in such amounts as may be 
specified from time to time in appropTution Acts, to enable him to 
make loans under this title. There shall also be deposited in the fund 
amounts received by the Secretary as interest payments and repayment 
of principal on loans made under this title and other property or assets 
derived by him from his operations respecting such loans, from the 
sale of loans under subsection (c) of this section, or from the sale of 
assets.

“ a u t m o i i i /.a t i o x s  o f  A i T i i o r n m  i o x s

“ S kc. 130l>. (a) For the purpose of making payments under grants 
and contracts under sections 1303, 1301(a). and 1304(h), there are 
authorized to lie appropriated $-.25,000,000 for the fiscal year ending 
Jijno 30, l!i74, $55,000,000 for the (iscal year ending dune 30, 1075, 
and $S5.00o,000 for the fiscal year ending June 30, 1070; and for the 
purpose of making payments under grants nnd contracts under sec­
tion !3n4(h) for the fiscal year ending dune 30,1077. there is author­
ized to he appropriated $55,000,000.

“ (b) There is authorized to be appropriated to the loan fund estab­
lished under section 1305(e) $73,000,000 in the aggivgrate for the fiscal 
years ending June 30,1071, and dime 30,1075.

uK » tr i .o v n K s ’  i iK A i .ru  m tx r .r iT S  r t . v x s

“ Sue. 1310. (a) Knelt employer which is required during any calen­
dar quarter to pay its employees the minimum wage specified by sec­
tion 0 of the Fair Labor Standards Act of 103S (or would be required 
to pay his employees such wage hut for section 13(a) of such A rt), and 
which timing sneh calendar quarter employed an average number of 
employees of not less than twenty five, shall, in aeeordanee with regu­
lations which the Secretary shall prescribe, include in any health 
benefits plan ottered to its employees in the calendar year beginning 
after such calendar quarter the option >f membership in qualified 

v health maintenance organizations which are engaged in the provision 
of basic and supplemental health services in the ureas in which such 
employees ivside.

" (h ) I f  there is more than one qualified health maintenance organi­
zation which is engaged in the provision of basic and supplemental 
liealtli services in (lie area in which the employees of un employer sub­
ject to subsection (a) reside and if—

“ ( I )  one or more of sueli organizations provides basic health 
services through professionals who are members of the stall of the 
organization or a medical group (or groups), and 

“ (2) one or‘more of surft organizations provides such services 
through an individual practice association (or associations), 

then of the qualified health maintenance organizations included in a 
liealtli benefits plan of such employer pursuant to subsection (a) at 
least, ono shall he an organization which provides basic health services 
as described in clausa (1) .and at least one shall be an organization 
which provides basic health services as described in danse (2).

“ (c) No employer shall lie required to pay more, for health IkmiiTiIs 
as a result of the application of Ibis section than would otherwise lie 
required by any prevailing collective bargaining agreement or other 
legally enforceable contract for the. provision of health henelits 
between the employer and its employees. Failure of any employer to

97 STAT. 930
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comply with the requirements of subsection (a) shall be considered a 
willful violation of section 15 of the Fair Labor Standards Act of 1938.

“ (d) For purposes of this section, the term ‘qualified health mainte­
nance. organization’ means (1) a health maintenance organization 
which has provided assurances satisfactory to tho Secretary that it 
provides basic and supplemental health services to its members in the 
manner prescribed by section 1301(b) and that it is organized and 
operated in the manner prescribed by section 1301(c), and (2) an 
entity which proposes, to become a health maintenance organization 
and Which the. Secretary determines will when it becomes operational 
provide basic and supplemental liealtli services to its members in the 
mariner prescribed by section 1301(b) and will.be organized and 
operated in the manner prescribed by section 1301(c).

“ K E s r i u e r n T .  s t a t e  i .a w s  a m » c h a c t i ' t s

“ S ec. 1311. (a) In the case of any entity—
“ (1) which cannot do business as a health maintenance, orga­

nization in a State in which it proposes to furnish basic and sup­
plemental health services because, that State by law, regulation, or 
otherwise—

“ (A ) requires as a condition to doing business in that State, 
that 1 medical society approve the furnishing of services by 
the entity.

‘•(1$) requires that physicians constitute all ora percentage 
of its governing body,

“ ( ( ')  requires that all phy. ieians or a percentage of physi­
cians in the locale participate or be permitted to participate 
in »ho provision of services for the entity, or 

" ( I ) )  requites that the entity meet requirements for insur­
ers of healtli cure services doing business in that State inspect­
ing initial capitalization and establishment of liuaiteial 
reserves against insolvency, and 

"(2 ) foi which a grant, contract, loan, or Ipan "imrnntee was 
made under this title or which is a qualified health nmintcmiiicr 
organization fo: purposes of s.ecMou 1310 (relating to employees’ 
liealtli benefits plans)-. ’ 

such requirements shall not apply to that entity so as to prevent it 
from operating as a health maintenance organization in accordance 
with section bail.

“ ( h )  N o  State may e s tab lish  o r  enforce any law which prevents a 
liealtli maintenance organization fo i  which a grant, contract, loan, or 
loan gum.•intie was made under this title or which is a qualified health
  irganization foi purposes of section 1310 (iclatiiig to
employees' health henrhts plans), from soliciting members through 
advertising its services, charges, or other non professional aspects of 
its operation. I his subsection does not authorize any advertising which 
identities, refers to, 01 makes any qualitative judgment enueeriiiug. any 
health professional who provides scrv:-cs for a liealtli maintenance
o rg a n iz a t io n .

•Vo.viixvr.ii Kt.oVLATtox or health maintf.xan o : ocoanizatioxs

“ S et. 1312. (a) I f  the Secretary determines that nn entity which 
received a grant, contract, loan, nr loan guarantee under this title as 
a health maintenance organization or which was included in a health 
benefits plan ottered 'o cm ploy cos pursuant to section 1310— .

“ (1) fails to provide basic and supplemental sq-vices to its 
inemlrors,
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“ (b ) T no  C o m p tro lle r  Genera! shall a lso  con du c t a  s tu d y  o f  tho  

econom ic e ffec ts on em p lo ye rs r e s u lt in g  from  th e ir  com p lian ce  w ith , 
the re q u irem en ts  o f  sec tion  1310. T h e  C om p tro lle r G en e ra l shall rep o rt 
to  the C ong ress th e  re s u lt s  o f  su ch  s tu d y  no t la te r  t h in  th ir ty - s ix  
m o n tiis  a f t e r  th e  d a te  o f  t i ie  en ac tm en t o f  th is  t i t le .

“ (c) The Comptroller General shall evaluate (1) tiio_operations of 
distinct categories of health maintenance organisations in comparison 
with each other, (2) health maintenance organizations as a group in 
comparison with alternative forms of health caro delivery, and (3) tho 
impact that health maintenance organizations, individually, by cate­
gory, and as n group, have on the health of the public. The Comp­
troller General shall report to the Congress the results of such 
evaluation not later than thirty-six months after the date of the enact­
ment of this title.

“an.vcat, hki'ort

“Sec. 1315. (a) The Secretary shall periodically review tho pro­
grams of assistance authorized by this t itle and make an annual report 
to tho Congress of a summary of the activities under each program. 
The Secretary shall include in such summary—

“ (1) n summary of each grant, contract, loan, or loan guarantee 
made under this title in the period covered by the report and a 
list of the health maintenance organizations which during such 
period became qualified health maintenance, organizations for 
purposes of section 1310;

“ (2) the statistics and other information reported in such 
period to tlio Secretary in accordance with section 1301(c) (11);

“ (3) finding's with respect to the ability of the health main­
tenance organizations assisted under this title—

“ (A ) to operate on a fiscally sound basis without continued 
Federal financial assistance,

“ (31) to meet the requirements of section 1301(c) respect­
ing their organization find operation,

“ (<‘) to provide basic and supplemental health services in 
the manner prescribed by section 1301(b),-

“ ( I ) )  to include indigent nnd high-risk individuals in their 
memls-rship. and 

“ (K ) to provide services to medically underserved popula­
tions; and 

“ (4) findings with respect to—
“ (A ) the operation of distinct categories of health main­

tenance. organizations in comparison with each other,
“ (It) health maintenance organizutions as n group in com­

parison with alternative forms of health care delivery, and 
“ (C ) the impact that health maintenance organizations, 

individual] v, by category, and as a group, have on the health 
of the public.

“ (b) Tie* Office of Management and Budget may review the Secre­
tary’s report under subject ion (a) before its submission to the Con­
gress. but the Ofiicc mnv not revise the. report or delay its submission, 
and it may submit to the Congress its comments (and those of other 
departments or agencies of the Government) respecting sueli report.1’

cjv .m j t v  A S s r i u x c B
Sr.r. 3. Title I IT of the Public Health Service Act amended by 

adding at the end thereof the following new part:
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K - - (J iw i.r rv  A ssI'iianvi: 
" y r . u . i T V  a s *  i  i i a x i  k

"S ki'. :5!>!le. (n)C l) The Secretary, thnm"h tlio Assistant Secretary a«s«nrch ar.d 
lor Health,shall conduct ivstarch and evaluation prn;;ruins :csp,-ctin‘j evaluation 
the effectiveness, administration. anil oiifnroomoiit of quality assurance progr.vis. 
prop'ram*. Sueli reseaivh and evaluation pii.erams shall carried out 
in cooperation with the entity within the Department wliieh aihniuis- 
tm-s the in-op-ains of assistance nutlerscctinnfiOL b i seat. 534.

"(■2) For She purpose o f  e a r iv in o  out |)ain<!ra|>h t i i .  there are 42 rsc 24’b. 
n rthorized  to be app rop ria ted  s ’l.otm.tkio fo r tho tis-al y ea r elid ing Appropriation. 
June ot), 1!)74, ss.oim.'HM) fo r (he fiscal year em liu jr June "•>!. I!i77i.
Sii.OtHi.Oiii) for the fiscal year eiulinj: June ;!t>. I!i7(i. sjil.noii.ooo for the 
fiscal year eudinjr June tin, U»77, ami sjiUt,(H>0.in)0 for the fiscal year 
ending June JO, l!)7h.

" (h ) The Secretary .shall make an annual report to the Cnnj'rrss Anr.usl report 
and the I'resident on (1) the quality of health rare in the t'uileil to President 
States'. ( J )  the operation of quality assurance proem:.is. and ( J )  arxl Confess, 
advances made through ivs'eareli and evaluation of the clVctivcness, 
administration, and enforcement of quality assui'ailei-'p;,ieinus. The 
first annua! tejiort under this subsection shall !«• made with rc*pect to 
ealendaryear l!>74uml shall he suhmittcd not later than March J, 1H7.V 
The Oliicc of Management and I Induct may review the Secretary's 
report under this subsection before its submission to the ('otiirress, hut 
the Ollice may not revise the report or delay its suhmission to the ('on- 
ftress, and if may siibpiit to the Secretary and the Coiioivss its 
comments (and those of oilier'departments and agencies of the (inv- 
ermnciit) with respect to such rrport,"

(1) analyze past and present mechanisms (both required by 
v. law and voluntary) to assure the qualityof health care, identify 

the strengths and weakiiesses of current major prototypes of 
health care quality assurance systems, ami identify on a'compa- 
tahle has.s tin* insts of such prototypes:

12) provide a set of basic principles to he followed ly any 
effect j vc health care quality assurance system, iueludiiio principles 
affecting the scope of the system, methods for nssessitio care, ilata 
requirements, speeilieations for the development of criteria ami 
standards which relate to desired outcomes of care, and means for 
assessing the responsiveness of such care to the needs ami percep­
tions of the consumers of such eaie:

( J )  provide an assessment of programs for imprnv in;t the ih i - 
fotmnnce of health practitioners and institutions in in-ovidiu^ 
hifrh-qimlily health euro, ineludinjr a study of the effect Irenes* of 
sanction* and educational programs;

(4) define the specific needs fora projiram of researeli and eval­
uation in health care quality assurance methods, including the
design of prospective i-\ 11)11:11intis protocols for health cure qual­
ity assurance systems: and

(8) provide methods for assessing the quality of health care 
from the point of view of consumers of such care.

(b) The Secretary shall contract for the conduct of the study < 0r.inot with 
rqiiiivd by siilisi-etmn '(a) with a mm prolit private organization privau orav.l-

m .A i . r i t  I'.MtK g i ’ A i.tTY a s M ' i i a x i k  n e x .u v .u s  s t i i i y  

S kc. 4. (a) The Secret a v of Health, Kiiueaiion, ami Welfare shall

intton.

I
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Riporti to corv- 
g re  3 J lo r . i l  oon- 
alttooa.

Appropriation.

Roports to 
Conarts* .

Anto. p .  917.

R*vl«w,

Comonta, oub- 
olttal to Con- 
ertn .

68 Stat. 674.

(1) luts ii lintimiiil reputation for objectivity in the conduct o' 
studios for the Federal Government;

(2) has the capacity to readily marshall the widest possibl , 
range of expertise and ndvicc relevant to rhe conduct of such 
study;

(3) lias a membership und rompetcnt staff which have back­
grounds in government, the health sciences; nud the social sciences;

(4) has u history of interest and activity in liealtli policy issuci 
related to such study; und

(5) Ims extensive existing contracts witli interested public am 
private agencies and organizations.

The Secretary shall enter into such contract within 00 days of the dnt i 
of the enactment of the first Act making an appropriation under sub 
section (d).

(c ) An interim report providing a plan for the study required b- 
subsection (a) shall be submitted by the organization conducting tin 
study to tliii Committee on Interstate nnd Foreign Commerce of tin 
Kouso of Representatives and the Committee on Labor and I ’ubli: 
Welfare of the Senate by June 30,1974; and a final report giving th • 
results of the study und providing siss-ifieatioim for an effective qual­
ity assurance! system si ml I Iks submitted by such nr-'iiuizi.tion to th ■ 
Committee on Interstate and Foreign Commerce of the House, of Rep 
resentutivM and the Committee on Labor and Public Welfare of th • 
Senate by January 31,1D7C.

(d ) There is authorized to be appropriated $10.(H»;).(XH). which shal1 
Ik- availahln without fiscal year limitation, for the conduct of (lie stud; 
required by subsection (n) .*

liKIHirrS KKM-MTtNtl MKDH'AI.I.V VXtlKKSKItVU) AIIKAS A.NI> IIU-l'I.ATln: 
OIIOl'I'S AND NOX-MKTftMIHt.lTAX AIIKAS

Sw . 3. Within three months of the date of the enactment of (hit 
Act, thu Secretary of liealtli, Kdiication, and Welfare shall report In 
the Congress the criteria used by him in the designation of medicall," 
undciwirvcd areas and imputation groups for tin- purposes of seetini 
1303(7) of the Public Health Service Act. Within one year of sucl 
date, the Secretary shall report to the Congress (1) the areas and pnpu 
lation groups designated by him under such section 130:1(7) as liavnq 
a shortage of personal health sendees. (‘J )  the comments (if uny 
submitted by State and areawidecomprehensive health planningagen - 
eies under such section with ivsik-ct to any such design:'!ion. ami (3 
the areas which meet the definitional standards under se, .ion 1303(9 
of such Act for iinn-mrtro|H>litnn ureas. The Office of Munugcmcn 
and Budget may review tlio Secretary's report under this section 
In-fore Its submission to the Congress, hut the Office may not revise tii • 
report or delay its submission lievond the dale pivscriis'd for its sub 
mission, and it may submit to ('ongress its comments (anil those o ' 
other departments and agencies of the Government) respecting suel 
report.

IIKAI.TIt SKIIVIIK8 Mill INDIANS AND DOXKSTII' AtUIUTI.TI'IIAI.
MlllttATOItV AND SKA SON At. WOIIKKISK

S ir .  It. (a) The first section of the Act of August 3.1934 (43 C.S.C, 
391)1), is amended by inserting " (a ) "  after “ That'' and by adding a. 
the end thereof the following new subsection:

" (b ) In carrying out his functions, responsibilities, authorities, mu. 
duties under tiiis Act. the Secretary is authorized, with the cmisen . 
of the Indian people revved, to conti-nct with private or other non

P u b .  L a w  9 3 - 2 2 2  -  22  -  D e c e m b e r  2 9 ,  197  J
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Fcder.il health agencies or organizations for the provision of health 
services to such people on a fco-for-se.rvicc basis or on n prepayment 
or otlicr similar basis.” .

(b) The Secretary of Health, Education, and Welfare, in connec­
tion with existing authority (except section 310 of the Public liealtli 
Service Act) for the provision of health services to domestic agricul­
tural migratory workers, to persons who perform seasonal agricultural 76 stat. a c . 
services similar to the services performed b y  such workers, and to the 42  use 24.-is. 
families of such workers and persons, is authorized to arrange for the 
provision of health services to such workers and persons and their .
families through health maintenance organizations. In carrying out 
this subsection tho Secretary may only use sums appropriated after 
the date of tlio enactment of this Act.

COXW IiM tNO AMENDMENTS
7. (n) Section 1 of tho Public Health Service Act is amended 5B s"«»t. 63?>

to read os follows: 86 st&*.. 137.
•‘suoirr TITIJ! 42 U!~ 201 asto.

“ S ection 1. This Act may Iks cited us the "Public Health Service 
Act’."

(b) Title X I I I  of the. Act of Ju ly  1, It)11 (AS Stat. (1S2) (as so R«pt&i, 
designated l»v section J ( ’i) of tiie Eineigeiicy Medical Services Sys­
tems Actof 1373 (Public I.aw.lM-151)) is repealed. p . 604.

(c) Section 300(g) of the Federal National Mortgage Vssociation
Act (1*3 U.S.C. 1731(g)) is amended by inserting or which ore 82 stat. 542.
guaranteed under title X I I I  of the Pubic Health Service Act” after
‘•chapter 37 of title. 88,I ’nited States Code". 38 use looi.

Approved D ecem ber 29, 1973.
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"An Act r e l a t i n g  to f o s t e r  h o m e  care; and p r o v i d i n g  for an
e f f e c t i v e  da te ," {- a.'

C O M M I T T E E  R E P O R T

5 / 7 / 7 5 H O U S E F I N A N C E

Mr . S p e a k e r : Da t e 7  / 7  ST

The Comm i t t e e  on H E S S has  had H B  4 87

u n d e r  c o n s i d e r a t i o n .  A Ma j  o r i t y  o f  t h e  members  o f  t h e  C o m m i t t e er c o n s

( {J/Vecbmmends  i t  DO PASS

( ) r ecommends  i t  DO NOT PASS

( ) r ecommends  i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) r ecommends  i t  BE REPLACED WITH CS FOR __________________________ AND THAT

CS FOR DO PASS

( ) " a n d "  r ecommends  i t  BE REFERRED TO THE 

COMM ITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION

( ) "other"

Members  s i g n i n g  t h e  M a j o r i t y  r e p o r t :

y j t J U l C U k .

A. i

' Y -----------

--

j L  i__

/

■ ■ ■ .., ■ — —, — . ■■■■ . 

_________

y
Members  NOT c o n c u r r i n g  i n  t h e  Maj  o r i t y  r e p o r t :

- v  -■ \/(#tl'j- ‘ recommends: 'C
r ecommend s : 

r ecommend s : 

r e coinme nd s : 

r e r  omme nd s :

’V j/Jy .■// ha i rma n
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HESS COMMITTEE MEETING 

May 8, 1975

Members Present:

B e i m e
Davis
Hackney
Osterback

Ostrosky
Sullivan
Swanson

Chairman Sullivan called the meeting to order at 3:30pm. 
business was HR 415 &419.

The first order of

HB & HB 1419

Dr. Price: These measures are urgently needed. The 1972 Council considered the number
one need to be School Health Education. A survey was taken in 1973, on the elementary 
level it was taught by individual teachers as they see fit, the administration is not
aware of the carrlcula. In Junior High and High School there is some carricula taught
by the physical education teachers but they rarely have training in Health Education 
specifically to teach the subject. 90% of the PE teachers have never taken first 
aid courses. We presently trve 12 candidates for the position of School Health Educator, 
the money is not available alter July 1, the funds will be lost. Funded through 
Federal Dl4 monies. SB66 (Congressional Bill) if passed, would be taking new monies 
into consideration.

Swanson Line 18, is this just seed money or would this take care of the entire program?

Price Tliis will take care of the program for the first year. We would like to see
tills as a collaberation between the two departments, Ii&SS and Education.

Jeffers ONe professional employee and one clerical, there will be contractural methods 
to do other things.

Swanson What to you class and Health Education In grades K-12?

Jeffers The intent is to structure so that the younger kids could benefit as well a3 
the others. The more safisticated problems are handled at a later age. These programs 
will be Introduced when the students are old enough to benefit from them.

Hackney Couldn'tALegislate something to insure that the Individual school districts 
will hire trained Health Educational staff or. the local level?

Jeffers We would provide some sort of training program so that they would get training 
as well. A Health Education Carriculum would be added for use on the local level.

Hackney ny Health Ed. taught today?



Page Two
HESS Meeting

5-8-75

Commissijr.er Lind Further explanation of the bills. Also expressed the Depp's concern 
and urged passage of these bills.

There was some discussion at this time as to the word "initial" development added to 
the bill.

Ostrosky Motion to add "Dept, of H&SS"
Swanson Objection.
Chairman Vote on the amendment, chanlng the bill back to its original form.(Unanamous) 
Sullivan Move bill out with Individual reconmendation.
No Objection , so ordered.

}W W j

Richard Dowling, Ak.'Educ. Broadcasting Commission
Handed out material, here to answer questions. The reason for this legislation is that 
KAKM will serve to the areas on the map, Kenai Pen., Tumigan Arm, Talkeetna, Palmer etc.

Parr Who would do this, the State or a privately funded operation?

Dowling The Television Station itself would contract with some individual to do the work.

Parr Question, the pay of the project coordinator?

Bowling Explained wiiat the position was to do, prepare spec, for equipment; hire two 
man crew for installation; performace tests; system tests, and document the system so 
that it can be maintained, this has to all be completed in four months of work.
PBS, locally produced, KYUK-Bethel, KYAK-Fairbanks, Educational Programming cool'dinated 
with these stations. Most of these areas do not have commercial programming. 1/3 to 1/2 
currently do not recieve regular comnercial television.

Sullivan Would like to hear Rep. B e i m e’s views on this bill before we take up a vote. 
Ostrosky In favor of the program. Public television is an asset and quality of programs 
are quite beneficial in comparison with commercial television.

HB H87

Parr Motion to move bill out with 'do pass' 
Chairman No obejctlon, so ordered.

Adjourned at 5:00pm.





"An Act’ m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  to the D e p a r t m e n t  o f  H e a l t h  and 
S o c i a l  S e r v i c e s ,  d i v i s i o n  o f  c o r r e c t i o n s ,  to p r o v i d e  h a l f w a y  h o u s e  
f a c i l i t i e s  for f e m a l e  p r i s o n s e r s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .”

C O M M I T T E E  R E P O R T

‘3/13/75 H O U S E  FINANCE

M r .  S p e a k e r :  Date ? / / ' y 7 5 '
-------------

The C o m m i t t e e  on ____________HESS ______________________ has  had ________________ EG 500

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  members  o f  t h e  C o m m i t t e e  

( ) r ecommends  i t  DO PASS

( ) r e commends  i t  DO NOT PASS

( ) r ecommends  i t  DO PASS WITH ATTACHED AMENDMENT( S)

( ) r ecommends  i t  BE REPLACED WITH CS F O R ____________________________ AND THAT

CS FOR DO PASS

( ) " a n d "  r e commends  i t  BE REFERRED TO THE 

COMM ITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members  s i g n i n g  t h e  M a j o r i t y  r e p o r t :

Members  NOT c o n c u r r i n g  i n  t h e  Maj  o r ? ty  r e p o r t :

___________     r e c o m m e n d s :  '  1

______________________________________________ r e co m m e nd s :

_____________________________________________  r e c o m m en ds :

_____________________________________________  r e co mm en ds :
/j »r j

_____________________________________________  r e c o m m e n d s :  / /
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H E S S  C O M M I T T E E  M E E T I N G  

M A Y  19, 1975

M e m b e r s  P r e s e n t :

Bierne Parr
O s t e r ba c k S ulliva n
Ostrosky

T e s t i f y i n g  G u e s t s :

Morris Johnson, J unea u W a s t e w a t e r  Ope ra to r
Jerry Reinwand, Dep. Commissi on e r,  Dept, of E n v o r o n m e n t a l  C o n s e r v a t i o n
Gonald G. Hansen, Dept, of E n vi ro n m e n t a l  C o n s e r v a t i o n
Don Clocksin, Alaska Legal Service s
Bob Cooksey, N at ional Ed u ca ti o n A s so c ia t io n
Alphie Newell, L e gi s l a t i v e  Staff me mb er

HB *107 C e r t i f i c a t i o n  of ’Wastewater Op er ators

Reinwand: The p u r p os e of this bill is to make certa in  that
once a facility is build, it will be po s si b le  to find a 
competent p e r s o n  to op e ra t e it. Our depa rt m en t  supports this 
bill as it is.

Hansen: The bill would set up the requi re m en t  that all w a s t e w a t e r
op er at ors are certified. As public health is in the hands of 
these operators , we want to be sure that they are a de q ua t e l y  
trained. Last year, 170 millio n dollars was spent on s e we ra ge  
treatment f acilitie s in the State. 40 m i l l i o n  of this was State 
funds. Wi t h  so mu c h  spent on the facilities, we want th em  to 
be run properly. The hiri n g is p r e s e nt l y done at the m u n i c i p a l  
level. (presents fiscal note) There is a large initial expense 
which would drop off.

Johnson: I am  in charge of the Jun ea u B o r o ug h W a s t e w a t e r  Op er ators 
and would like to sp eak about how this bill would be nefit operators. 
Presently, Alas k a has no c e r ti f ic a ti on  p r o g ra m  for w a t e r w a t e r  
operators, and I be li ev e  we are the last state wi th out one.
C e r t i f i c a t i o n  r e q u i r e m e n t s  would support the e s t a b l i s h m e n t  of 
t ra in ing pr ograms with in the State, and would assist in 
a p pl i ca t io n  for EPA (federal) grants.

The r ,orlty signed to pass the bill out wi th  a "do p a s s’1 r e c o m m e n d a t i o n . 
As Mr Parr had ar ri ved late, he chose not to sign until he had
heard some testimony, so a q u o ru m was not f o r m e d .



CSH3 b02 E m a n c i p a t i o n  of Minors

Clocksin: I support this bill as it is. It pr ov i de s  pr ocedures
for a m i n o r  to p et i t i o n  the court and becom e e m an c ip at e d if 
he is s e lf-sup po rt ing. It is p r e s e n t l y  not p e rm i tt e d for a m i no r 
to p e t i t i o n  the court in his or her own name. Age re s tr i c t i o n  for 
voting, c o n s u m p t i o n  of alcohol, and c on st i t u t i o n a l  stipulations, 
however, cannot be w a i v e d  by a court.

T he  bill was p a s s e d  out wit h a ’’do pass" re co m me n da t io n,  wi th  no
objection.

CS S 3 1 28am T r a n s f e r  of Feder al  Age nc y Schools

Cooksey: This bill was drawn up to assist in the t ransfer  of
B I A  schools to the State system. It pr ov i de s  for the tr an sfer 
of BIA t e ac he rs so that they may recei ve  the be ne fits currentl y 
enjo y ed  by State teachers, in c lu di n g the same pay scale, a c c u m u­
lated sick leave, tenure, and retirement. The original bill 
m a n d a t e d  the transfer; this one does not.

Bierne: What wo uld h ap p en  in a case wh er e a BIA te acher was
not certifi ed ?

Cooksey: The bill specified Ala sk a n c e r t i f i c a t i o n  as a r e quirem en t
in order to be transferred.

The bill was pa ss ed out wi th  a "do pass" r e c o m m e n d a t i o n  without 
obj e c t i o n .

H3 500 Halfv/ay House for Female Prisoners

Newell: The 6t.h Avenue Annex, where female pr isoners are pr e se n tl y
kept in Anchorage, puts all women, p r e- s e n t e n c e d  or p o st - se n te nc e d 
into one big cell. This not cnly ailows no privacy, but is not 
c o n d u ci v e to any r e h a b i l i t a t i o n  program. There are constant 
i nt e rr u p t i o n s  as pers on s  are br ou ght in for such pr oblems as drunk 
and d i s o r d e r l y  conduct. This bill would pr ov ide funds to move 
sentenced  p r i s o n e r s  to a h alf-way  house op erated by the Sa lvation  
A r m y .

Parr: In a c co rd a n c e  wi t h equal rights, why aren't the women
sent to Eagle River? Th er e should be no d i s t i n c t i o n  made.

Adams: The pres e nt  condit io ns  are not equal. For men, there are
s eparat e facil it ie s for sentenced and u n s e n t e n c e d  persons. F ac il i ti e s 
must be m a i n t a i n e d  for w o m e n  in five places in the State, while they 
are a wa i t i n g  trial, and there are not that ma n y wome.

Csterback: H o w  ma ny  wome n could you take care of for this sum?

Adams: This wo uld provi de  five beds in Anchorage.

Parr: Yo u still have not a n sw er ed why the w o me n  could not be sent
to Eagle River.
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Adams: E a g l e  Riv er was d e s i g n e d  s p e c i f i c a l l y  as a f a c i l i t y  for
men. Th er e are no sepa rate un it s for women, and so p h y s i c a l  
a lt e ra t i o n s  wo ul d  be required.

Parr: What does the S a l v a t i o n  Army charge?

Adams: $22 pe r day.

Parr: What w o u l d  be the legal r e s p o n s i b i l i t y  of the Sr.ivation Army 
u nd er  this set-up as they are not legal offi ci a ls ?

Adams: U n de r statute, we can fu r lo u gh  an individual, so we w o ul d
be f u r l o u g h i n g  these i nd iv id uals to the S a l v a t i o n  Army. If a 
p r o b l e m  should arise, the S a l v a t i o n  Army wo u ld  n o ti f y us. We 
don't hold t h e m  legally liable.

Sullivan: T here would be some sort of p r o g r a m  p r o v i d e d  for the
inmates, is that right?

Adams: Th e y  w o u ld  prov i de  some cou ns eling. Most of th es e
w o m e n  wo uld be involved in o u t s id e ac ti vities.

Parr: Why couldn' t we have on State fa ci l it y  for all se n tenced
w om e n instead of h av i ng  them in five pl aces?

Adams: P a r t i c u l a r l y  with short sentences, it would be a d i s s e r v i c e
to ship a w o m a n  far away from her community.

B i e r n e : I make a m o ti o n to pass the bill out.

The bill was pa ss ed out with a "do pass" r e c o m m e n d a t i o n ,  four 
signing in the majority, and one in the m i n o r i t y .

HB 501 P r i s o n e r  Re l oc a ti on  to An ch o ra g e

Adams: This bill would pr ovide for h a l f - wa y  house o p e r a t i o n s  to
be mo ve d out of the 3rd Ave nu e B u i l d i n g  so that we can use this 
as a m a x i m u m  security facility. Tne e s t i m a t e d  cost is $167,700. 
This would a l l o w  mo re  persons to be housed in the m a x i m u m  se cu r it y  
facility, and would al l ow  some others to get into h a l f - w a y  houses.

Parr: Vie are not a n t i c i p a t i n g  an incr ea se  in the n u m b e r  of 
prisoners, but will need five mo r e po sitions. Is that right?

The bill was p a ss ed  out wi th  a "do p a s s” recomm en d at i on . Four 
signed in the majority, and one in the m i n o r i t y .

Sullivan: I w ou l d like to put t ogether a c a l e n d a r  for the first
two weeks of next session b ef o re  we close. If any of you have any 
bills you w ou ld like to be included, pl ea se  let me know.



1AY S. HAMMOND, Covcrnor

DEPT . OF HEALTH AND SOCIAL SERVICES /  r ‘o r " »#p lj4 £SS~%'
DIVISION OF CORRECTIONS Pouch H-03

Juneau, Alaska 99811

April 25, 1975

The Honorable Susan Sullivan, Chairwoman 

House HESS Committee

Dear Ms. Sullivar :

Re: Prisoner Facilities; response

to your memo of April 18, 1975

To move the security prisoners from the Eagle River Center back to the Anchorage 

State Jail would require removing the Halfway House activity from the Anchorage 

State Jail and placing it back in the community. This cost estimate is based 
on the following shift in beds ---

Eagle River 
ASJ

Halfway House 

Net increase

- 18 Security

- 30 Halfway House 

+ 30 Security

_+ 30 Halfway House

~+ HT security beds

—  and the following shift in positions:

Eagle River 

ASJ

Halfway House 

Net

- 2 C.O. I's security 

+ 5 C.O. I's security

- 1 C.O. I Halfway House 

+ 1 C.O. I Halfway House 

+ 1 Assoc. Halfway House

+ 1 P.O. II Halfway House

+ 5 positions

3 C.O. I's @ $19,200 
1 Associate 0 $21,200 

1 P.O. II 0 $18,300

Net personnel cost at 

FY76 Budget Rates

= $ 57,600 

21,200 
= 18,300

$ 78,800

and the following shift in bed maintenance costs:

Eagle River - 18 beds @ $4,000 $ 72,000
ASJ - net change 0

Halfway House + 30 beds 0 $8,030 240,900

$169,900

Less: Possible Recovery from

Work Releasees (1/3 wages) 80,000 
Ne* maintenance cost $ 89,900



Therefore, the net cost of the total shift would be:

Personal Services $ 78,800

Non-Personal Service 89,900

$168,700

To provide adequate facilities for female prisoners would mean estab1 ishing 

halfway house capabilities for women, particularly in the Anchorage Area.

We would like to contract for five beds @ $22 per day, requiring $40,150, 

with a possible recovery of 1/4 from work release wages. The net cost 

would, therefore, be $30,000.

These estimates are based on a baseline of staffing and costs contained in 

the Division's FY76 Budget Request. The estimates provided here are in­

cremental costs to that budget.

I am very sorry we could not respond to your memorandum sooner, however, we 

did not receive it until April 24th.

Director
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TO:

FROM:'

Mr. Charles Adams, Director 
Division of Corrections

Susan Sullivan, Chairwoman A A '  

House HESS Committee '

DATE: April 18, 1975

SUBJECT: Prisoner Facilities

Please provide my office with your best estimate of the facilities and 
expense required to provide the following:

a) adequate facilities for maximum security prisoners so that
they will not have to be housed at the South Central Correc-

■" tional Center at Eagle River, and

b) adequate facilities for female prisoners in Alaska.

I would appreciate it if your response to (a) includes, but is not 
necessarily limited to, the re-creation of a halfway house in Anchorage
and the refurnishing, as necessary, of the Anchorage Third Avenue jail.

Your expeditious response would be greatly appreciated.

cc: Rep. Sam Cotten
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"An Act m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  to t h e  D e p a r t m e n t  o f  H e a l t h  and 
S o c i a l  S e r v i c e s ,  d i v i s i o n  o f  c o r r e c t i o n s ,  f o r  r e l o c a t i n g  s e c u r i t y  p r i s o a e r s  
to t h e  A n c h o r a g e  s t a t e  Jail; a n d  p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

C O M M I T T E E  R E P O R T

5/13/75 H O U S E  F I N AN C E

M r .  S p e a k e r :  Da t e

The C o m m i t t e e  on HESS has had HB 501

u n d e r  c o n s i d e r a t i o n .  A M a j  o r i t y o f  t h e  members  o f  t h e  C o m m i t t e e  

( ) r ecommends  i t  DO PASS

I'
( ) r ecommends  i t  DO NOT PASS

( ) recommends  i t  DO PASS WITH ATTACHED AMENDMENT(S)

( ) recommends  i t  BE REPLACED WITH CS FOR _________________________  AND THAT

CS FOR DO PASc

( ) " a n d "  r e commends  i t  BE REFERRED TO THE 

COMMITTEE

( ) r e p o r t s  i t  b a c k  WITHOUT RECOMMENDATION 

( ) " o t h e r "

Members  s i g n i n g  t h e  M a j o r i t y  r e p o r t :

/ / ■ .; ■  __________________________

---------

/

Members  NOT c o n c u r r i n g  i n  t h e  M a j o r  i t y  r e p o r t :

~ H L r e c o m m e n d s :  /  - * ''l -’ <• ■ • '

_____________________________________________ r e c o m m en ds :

_______________________________________________ r e c o m m en ds :

_______________________________________________ r e c o m m en ds :

_______________________________________________ r e c o m m e n d s :  A
>/ y  a

'■ / H 1 ,  Y.(.a J  ' S i / 1  / /  / /l .- C h a  i r m a n
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J l lm t s e

HESS  C O M M I T T E E  MEETING 

M AY 19, 1975

Me m be r s Present:

Bi er ne  Parr
Osterf ick S ul l i v a n
O strosk y

T e s t i f y i n g  Guests:

Norr is Joh nson, j u n e a u  W a s t e w a t e r  Ope r a to r
J erry Reinwand, Dep. C o m m is s io n er ,  Dept, of E nv o r o n m e n t a l  C o n s e r v a t i o n
C-onald G. Hansen, Dept, of E n v i r o n m e n t a l  Co ns e rv a ti o n
Do n Clocksin, Alaska Legal Servi ces
Bob Cooksey, Na t io n al  E d u c a t i o n  Asso c i at io n
A lp hi e  Newell, L e gi s la ti v e St a ff  m e mb e r

HB *‘07 C e r t i f i c a t i o n  of W a s t e w a t e r  Op erators

Reinwand: The pu rp os e  of this bill is to make ce rta in that
once a faci lity is build, it will be possi bl e to find a 
co mpetent p e rs on  to oper a te  it. Our  departmen t supports this 
bill as it is.

Hansen: The bill would set up the re qu i r em e nt  that ail wa stew a te r
o p er ators are certified. As public h ealt h in in the hands of 
these operators, vie want to be sure that they are a de q ua t el y 
trained. Last year, 170 m i l l i o n  do lla rs was spent on sewerage 
trea tment facil it ie s in the State. *10 m i l l i o n  of this was State 
funds. Wi t h  so muc h spent on the facilities, we viant them to 
be run properly. The h i r i n g  is p re s en t ly  done at the m u ni ci pal 
level. (presents fiscal note) T he re is a large initial expens e 
w h i c h  would drop off.

Johnson: I am  in charge of the J u ne a u Bo rough W a s t e w a t e r  Ope rators  
and would like to sneak about h o w  this bill would benefit operators. 
Presently, Al as ka  1 ''.s no c e r t i f i c a t i o n  p r o g r a m  for viaterviater 
operators, and I bel ie v e we are the last state without one.
C e r t i f ic at i on  r eq u ir e m e n t s  wo u ld  support the esta bl i sh me n t of 
t r a i n i n g  p ro grams w i th in  the State, and would assist in 
a p p l i c a t i o n  for EPA (federal) grants.

The m a j o r i t y  signed to pass the bill out wi t h a "do p a s s” r e c o m m e n d a t i o n . 
As Mr. Parr had arr iv ed  late, he chose not to sign until he had 
h e ar d  some testimony, so a q u o r u m  was not f o r m e d .
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Clocksin: I support this bill as it is. It pr ov id e s p r o c e d u r e s
for a m i no r  to p e t i t i o n  the court and become e m a n c i p a t e d  if 
he is sel f-suppo rt in g. It is p r e s e n t l y  not p e r m i t t e d  for a m i n o r  
to p e t i t i o n  the court in his or ner own name. Age r e s t r i c t i o n  for 
voting, co ns u m p t i o n  of alcohol, and co n st i tu ti o na l  s t i p ul a ti o ns , 
however, cannot be w a iv ed  by a court.

The bill was p a ss ed  out wi t h  a "do pass" r e c o m m en d at i on , w i t h  no
cbj estion.

CSS5 128am T r a n s f e r  of Fe de ra l Agen cy  Schools

Cooksey: This bill was drawn up to assist in the t r a n s f e r  of
3IA schools to the State system. It prov ides for the t r a n s f e r  
of BIA teachers so that they m ay receive the be n ef i ts  c u r r e n t l y  
en joyed by State te achers, i nc l ud in g the same pay scale, a c c u m u­
lated sick leave, tenure, and retirement. The o r ig i n a l  bill 
ma n da t ed  the trans fer; this one does not.

Bierne: What would happ e n in a case wh ere a BIA t e a c h e r  was
not certified?

Cooksey: The bill sp ec ified Alaskan ce r ti f i c a t i o n  as a r e q u i r e m e n t
in ord er to be transferred.

The bill was p a s se d  out wi th  a "do p a s s 11 r e c o m m e n d a t i o n  without 
o bjection.

HE 500 Ha lf wa y  House for Female Prisoners

Newell: The 6th Aven u e Annex, whe re  female pr i s on e rs  are p r e s e n t l y
kept in Anchorage, puts all women, p r e - s en te n ce d  or p o s t - s e n t e n c e d  
into one big cell. Thi s not only allows no privacy, but is not 
c on d uc iv e to any r e h a b i l i t a t i o n  program. There are con s ta n t 
In te rr u pt i on s as per s on s  are brought in for such p r o b l e m s  as d r u n k  
and d is o rd e r l y  conduct. This bill would pr ov id e funds to move 
se ntenced pr is o ne r s to a h a l f - wa y house op er ated by the S a l v a t i o n  
A r m y .

Parr: In accor d an c e w i t h  equal rights, why a r e n’t the w o m e n
sent to Eagle River? Ther e should be no di st i n c t i o n  made.

Adams: The presen t c o nd it i on s  are not equal. For men, t here are
separate facil it ies for sentenced and unse n te n ce d  persons. F a c i l i t i e s  
must be ma i nt a i n e d  for w o m e n  in five places in the State, w hi le  they 
are a w a i t i n g  trial, and there are not that many wome.

Osterback: How ma ny  women could you take care of for this sum?

Adams: Thi s wou ld p r o vi d e five beds in Anchorage.

Parr: You still have not a n s w e re d  why the wo me n could not be sent
to Eagle River.

CSH3 402 E m a n c i p a t i o n  of Minors



Adams: Eagle R i v e r  was de si g ne d  spe ci fi cally as a facility for
men. There are no separa te  units for women, and so physical 
a lt e ra t i o n s  would be required.

Parr: What does the S a l v a t i o n  Army charge?

Adams: $22 per day.

Parr: What w o ul d  be the legal r e sp o n s i b i l i t y  of the S a lvation  Army 
u nder this set-up as the y are not legal officials?

Adams: U n de r  statute, we can f urlo ug h an individual, so we would
be f u r l ou gh i ng  these in di vi du a ls  to the Salvati on  Army. If a 
p r o b l e m  should arise, the Sal va t io n  Army would notify us. We 
d o n ’t hold t h e m  legal ly  liable.

Sullivan: T h er e  would be some sort of pr o gr a m prov id ed for the
inmates, is that right?

Adams: The y would p r o v i d e  some counseling. Most of these
w o me n  would  be in vo lved in ou tside activities.

Parr: Why c ouldn' t we have on State facility for all sentenced
w o me n  instea d of h a v i n g  them in five places?

Adams: Pa r ti c u l a r l y  wi th  short sentences, it would be a di ss e rv i ce
to ship a woman far aw ay  from her community.

Bierne: I make a m o t i o n  to pass the bill out.

The bill was passed out with a "do nass" re co mmendation, four 
sign i ng  in the m aj o ri t y,  and one in the m i n o r i t y .

HB 501 Pr i so n e r  R e l o c a t i o n  to An ch or age

Adams: This bill wo ul d provi de  for half-way house o peratio ns  to
be m o ve d  out of the 3rd Avenue B u i l di ng  so that we can use this 
as a m a x i m u m  securi ty  facility. The es timated  co3t is $167,700. 
This would a ll ow  mor e pe rs on s  to be housed in the m a x i m u m  sec urity 
facility, and would a l l o w  some othe rs  to get into half -w ay  houses.

Parr: We are not a n t i c i p a t i n g  an increase in the number of
prisoners,  but will need five more positions. Is that right?

The bill was pass e d  out wit h a "do pass" r e c o m m e n d a t i o n . Four 
signed in the ma jority, and one in the m i n o r i t y . ~

Sullivan: I w ou l d like to put tog e th e r a calendar for the first
two weeks of next s e s s io n be fo re we close. If any of you have any 
b il ls  you wo uld like to be included, please let me know.





1 1 1  I F  & I M  

T T K l H  I I T O O J T M

LEGISLATIVE AFFAIRS AGENCY I f  (907)1(65-3800

POUCH Y • SIAIE CAPIIOL 
JUNEAU. ALASKA 99801

M E M O R A N D U M  N o ve mb er  20, 1975

1

SUBJECT: M e e t i n g  of M ortuary Science Subcomm it te e

TO: Interested Parties

FROM: Billy G. Berr.ler, Staff Att orney

Senator Edward C. Willis, the Chairman of the Subcomm it te e 
on Mort ua ry  Science, has announced a m e e t in g  of the s u b­
committee in Anchorage at the Legisla ti ve  In fo rmation Office, 
Suite 701, 310 K Street, to be held D ec ember 2, 1975, c o m­
men cing  at 10:00 a.m. A further m e e t i n g  will be held in
Juneau at a date to be announced. ,

* ;; •

A copy of the revised CSHB 509 and a transcript of the 
previous work sh op held on this bill is enclosed.

BGB:cb ~ Yi,r
\

Enclosures

cc: Sen. Willis
Rep. Beirne
An chorage Legislative Information Office



MORTUARY SCIENCE SUB COM MI TT EE 

ME ETING

Anchorage, Alas ka  - S ep t em be r 27, 1975

Senator W i l l i s : Well it's 2:00 p.m. We'll kick off this
wo rk session. I was a pp oi nted by the Legislative Council 
to start conduc ti n g work sessions and what other type of 
public inf ormation sessions that are needed on mortuary  
sciences. As you know, duri ng the first session of the 
Le gislature H.B. 509 was introduced by Re pr es en tative Beirne 
at the request of a numb er of concerne d people in the m o r t u­
ary business. It was felt by the Legislative Council that 
some interim co mmittee wo r k  should be done, and therefore I 
was assigned to handle it. Today we have just got to s c h e d­
ule it as a wo r k  session. There are a number of folks here,
I guess quite candidly more than I expected that would be 
here. We will take the remarks of those of you that are 
pr epared to let the committ ee  share the be ne fi t of your 
knowledge and experie nc e and comments. So we will handle it 
more or less like we would a public hearing  -- we'll let each 
and every one of you that want to testify, testify. Give us 
your name, perhaps a thumbnail sketch of your background, and 
w hateve r information that you feel would be beneficial to the 
Legislature. Now these te st imonies from the wor k session 
will be transposed in the form of minutes. It will be mad e 
avai lable to the other committ ee  members. R ep r es en ta tive 
Beirne in particular. She regreLS she couldn't be here, she 
was det ained outside. It will be made available to such of 
the legislative commi tt ee s in the House and Senate that will 
pr obably conduct the formal hearings, if indeed we procede 
to that particular point. Now  this is an assignment that was 
made by the council. I'm not sitting here in a po si tion of 
advocacy. I'm here to listen, take your testimony, and t r a n s­
mit it to the appr op ri ate legislative committees for review. 
And with Mr. Berrier here, who is the atto rn ey for the L e g i s­
lative Council, together we will make our recommendations.
Are there any questions befo re we proceed?

Bill B e r r i e r : Could I make one procedural comment? Since
this is being taped, each time you speak, not just the first 
time, if you could identify yo u rs e lf  so that the person t r a n s­
cribing will be able to tell who's talking. Tt makes things 
en orm ou sl y easier.

Senat or W i l l i s : Okay, wi th  that background, who would like to
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be first? Shall we just start and p r o ce e d right around the 
table?

Lee M o e g l e i n : My name is Lee Moeglein. I'm a graduate of
the Un iv e rs i ty  of Mi nn esota in Minneapolis, Minnesota, class 
of 1964. I have a degree to pr ac t ic e  m o r t u a r y  science. I've 
been licensed to practi ce  crema so ri cs in M i n n es ot a  since 1965, 
after one year of internship there. I moved to Alaska in 1970 
after five years of pract ice wi t h  my father, who is als o l i­
censed and has two funeral homes in Minnesota. I've been at 
E ve r gr ee n Memorial Chapel since that time, for the past five 
and a half years. I'm the son of a funeral director, and I've 
spent all of my life living in or near a funeral home, and I 
think I'm accute ly  aware of some of the prob lems that exist in 
funeral service today.

My reason for being here this a ft e rn oo n is that I'm here 
to answer questions and to testify to the best of my ab il it y 
on H.B. 509. Sirce Richard Rome and I are largely responsible 
for its content, along with counsel. T 'd like to confine my 
remarks to the licensing and the practice  of mo rt u a r y  science 
since I don't want to be redundant, and since Mr. Rome, who 
is on my left, is going to comment on some other aspects such 
as the pr e- ne ed trust agreements an 1 discl os ure of funeral 
costs. Since coming to Alaska in 1970 I've been aware of some 
of the shortcomings of the laws and the rules and the r e g u l a­
tions that exist here because of some of the problems that 
come up here.

Such as the current law in embalming legislation which 
is on the books here in the state enables the Department of 
Health and Social Services to provide rules and regulations 
for the licensing of embalmers only. And there is a whole 
(inaudible) of funeral service which is left unregulated.
The current law in the state enables the Depar tm ent of Health 
and Social Services to provid e rules and regulations. There 
is a Department of Revenue which issues the licenses, and 
there are no pr ovisions for suspens io n or revoc at ion of a 
license, only issucing them. The current law in the books 
e st ablishes the lowest qu al ificatio ns  in the United States, 
even though the Alaska ad mi ni st rative codes sets other standards, 
844.010 wh i ch  is the current enabling legislation has a r e c i­
procity cause which enables anyone from any other state in the 
union to receive an Alaskan license. While we in no way want 
to restrict competition, I think Alaskans deserve better than 
the lowest standards in the nation. And  finally, there are 
c ur rently no pe nalties for unethical practice in the current 
s t a t u t e s .

The goals that we set when we sat down and began to work on 
this material were several. The first was that it be a single 
license. That it would be issued by the Department of Labor 
and a dm i nistere d and enforced by the Department of H e al th  and 
Social Services, and that it cover all phases of funeral service 
and not just embalming. After some discus si on  with people in 
the Department of Heal th and Social Services and other peop le 
in the state government, since we wrote this I've be ocomc con-
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vinced that perhaps the Departme nt  of Commerce, Div ision 
of O c cu p at io na l Li ce nsing w ou ld  be the proper de partment to 
handle this sort of thing, since they are set up to do this 
sort of thing and they admin is te r licenses in man y other 
o c c u p a t i o n s .

Another of our goals was the issuance of that license to 
all current valid holders of Ala s k an  Embalmers Licenses and 
to others who can qua li fy  under new regulations.

Our third goal was to protect the public interest and in 
no way attempt to restrain trade or restrict co mp etition by 
qu al i fi e d p r a c t i c i o n e r s .

Another goal was the issuance of a funeral es ta bl ishment 
permit by the state to qualifie d parties so that not only 
the people who are working in the establishment, but also the 
people wh o own the establishment, should come under regu la ti on 
from the state.

And a final pro vi sion was for permits to handle human remains 
in those areas of the state not served bv a funeral service 
p ra c t ic i on er  excluding the practice of embalming. Many are d o­
ing so for hire or pav.

What we came up with is based on model legis la ti on which 
is propose d by the National Funeral Director's A s sociat io n and 
is p at t er ne d after laws in the states of Oregon and Minnesota, 
where the track record for such legislation is excellent, and 
it's tailored to meet some of Alaska's very unique problems. I 
think it's a nood law, I think it's the best we could writ e 
with the limited ex perience that we have with such matters, and 
with the help of counsel. We had honed a bill would be f o r t h­
coming from the ad mi nis tr a ti o n and we were told last year that 
it would  be. But as time went on we began to realize that 
nothi ng was going to happen  in the last session of the l e g i s l a­
ture and pro bably would not in the next. We decided that if it 
was going to happen that we would have to do it ourselves. I'd 
like to thank you for your time this afternoon and for c o n s i d­
ering our proposal, and I'd be glad to try to answer any of your 
qu estions c oncerni ng  it. Thank you.

Senator W i l l i s ; Th ank you. I'd like to introduce R e p r e s e n t a­
tive Susan Sullivan who is chairing the House Health, Education, 
and We lfare committee, and eery likely a bill such as this would 
arise in her committee. Okay Mr. Moeglein, the bill then 509, 
as we probab ly  have it, you support that bill pretty much as it's 
w ritten then?

Lee M o e g l e i n : Yes. There are a couple of small exceptions. It
was rewritten slightly arid there are a couple of small exceptions, 
but generally, yes.

Se nator W i l l i s : Susan do you have any questions at this time?

Re pres e nt a ti v e S u l l i v a n : I wondered if there was anyone here
repres en ti ng an (inaudible) who might explain why the Governor 
failed to introdir this legislation.

Lee M o e g l e i n : I wasn't aware that the Governor would do it.
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But we were told by the Department of Health and Social 
Services that they we r e working  on it, and that they were 
going to do it -- and I don't know why  it wasn't done.

Re presentative S u l l i v a n : I had one other question. As far as
reg ulation  of the owners of establishments, what kind of r e g u­
lations did you envision?

Lee M o e g l e i n : Only that the esta blishme nt  that they own be
p l ac ed  under regulations so that if there were violations of 
the ethical practices w hi ch  led directly to the ow ne rs hi p of 
the establishment that the permit could be evoked.

Re pr es en tative  S u l l i v a n : And so then it would just require
that they abide by the ethics of the business. Not have any 
p articu la r expertise other than that.

Senator W i l l i s : Okay. Thank you very much Mr. Moeglein.
Okay, would you in turn go?

Richard R o m e : I'm Richard Rome. I'm a licensed embalmer in
the State of Alaska, holding license number 117. I'm a g r a d u­
ate of the Univers it y of Minnesota, Co llege of Mo rt uary Science, 
class of 1955. I received a license to p racti ce  mo r t ua r y science 
in the State of M i nn e s o t a  in 1956 after serving a year of i n t e r n­
ship in that state. I currently hold a license to practice in 
M in nesota and in Alaska. I have been actively involved on a 
full time basis in the funeral pr of e ss i on  in Alas ka since March 
of 1959.

I wish t o  speak to section 5 of the Alask a Statute 455471, 
pa ragraph 22 of House Bill 509 as it relates to pre-need and 
p re - finance d funerals. This section of House Bill 509 was a 
redraft of legislat ion that was propose d to me by the l e g i s l a­
ture. It comes from statutes currently in use in the State of 

.M inn es ota and is very similar to that in use in several other 
states throughout the country. Forty-three of our fifty-one 
(which includes the District of Columbia) states have seen the 
need to place control of some type on the sale of pr e -n e ed  and 
p re -f in anced funerals. That alone says something about its 
need to be controlled. In December of 1974 at a general meeting 
of the Alaska Funeral Director's As so ciation we were advi ed by 
the Cons um er Protection Department of the Attorn ey  General's 
Offi ce that the state has concerns in this area and that they 
wo uld be drafting legislation conc er n i ng  pre-need funeral c o n­
tracts. The State of Alaska is in boom times as you are all 
well aware. Many pr omoters of various and sundry scemes are in 
Ala ska to try to glean some of the pipeline money. The u n c o n­
trolled sale of pre-nee d and pr e- finance d funerals is fraught 
with the poss ib il ities of fraud by unethical promoters. Even 
those trying to pr ov ide a legitimate service could find that 
through mis ma na ge ment due to inexperience or for whatevei reason, 
when they have the use of substantial sums of money  over a period 
of several years wi th no requirements fox entru s t in g that money, 
could find themselves unable to perform, and the public thereby 
the loser. Another reason for enactment of this type of l e g i s l a­
tion is economical also. It is only reasonable that any contract 
sold by a salesman on a commissi on  basis would add to the cost of
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pr ov id ing the merc h an d is e and services. The salesperson i n­
jects just another mid dl e man into the traditional funeral 
director - client relationship. A n y  arguement referencing 
restraint of trade by the enactment of this type of l e g i s l a­
tion is unfounded. The sale of pr e- fi na n ce d  funerals cannot 
increase the number of funeral sales. As is obvious, funerals 
are directly contr olled by the m o r t a li t y rates, something no 
one has any control over. It is only a m a tt er  of when the 
public will pay for the f u n e : a l , no new business is av ailable 
to be restrained.

Section 3 of this House Bill, the same section I am 
speaking of, is inadequate as wr it ten for the following reasons 
in my estimation. Number one: there is no clear specification
as to what perce nt age of the mo ne y that must be entrusted. 
Secondly, there is no specification as to who receives the b e n e­
fit of the accrued interest on that entrusted money. Thirdly, 
there is no sp ec ification on the availa bility of funds to the 
buyer wishing to terminate the plan, or as to what amount of the 
payments made and interest accrued may be returned to the buyer 
or retained by the seller. My fourth point is that nowhere 
does this section come under the suspension and revocation of 
licenses as set out in section 84290 of H.B. 509. If convicted 
under A.S. 455471 for brea king the law it is not a felony, so 
those in the funeral p rofessi on  would not jeopardize their 
license by part ic ip ating in any illegal acts covered by A.S. 
455471. Revocation or suspens io n of a license to practice moT - 
tuary science must be je opar di ze d by the b'caking of the law 
regarding pre-need and pre-financ ed  f u n c r a i i n  my estimation.
I will read the law as I feel it should be enacted with the 
admonition that it somehow fall under the ju ris diction of 
Chapter 42 Morticians. I'll title this "Pre-need Funeral Plans", 
and it reads as follows: "When prior t:o the death of any person,
he or someone in his behalf makes or enters into a contract with 
any other person relating to the dis position of his body upon 
death whereby certain personal property will be furnished or 
the professional services of a mo rt i ci a n will be furnished, the 
person receiving money under such contract shall deposi t all of 
such money within fifteen days after its receipt in a banking 
institution, the deposits of which are insured by an agency of 
the United States of America, as a separate trust account in the 
name of the person depositing such money as trustee for the p e r­
son who will receive the benefit of the personal property and 
services upon his death. Such money and any interest accrued 
thereon shall be held ir. trust until such contract is performed 
ac cording to its terms, or until such money is refunded to the 
person who will receive the benefit of the personal property 
and services upon his demand, and any portion of such money not 
used in the pe rf ormance of such contract shall be paid to and 
become part of his estate." I'd like to give you a copy of that 
Senator. At this point I would be wi ll ing to answer any questions 
or cl arify any statements made regarding my position on this.
And I should indicate too that this is not only my own personal 
desire to see this law enactea. but it is that of about seven or 
eight funeral directors in the state who have read it and agree 
with it.
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Senat or W i l l i s : I u n de r s t a n d  that Alaska is one of the few
states that doesn't have a law governing this p r e - n e e d .....

Ri chard R o m e : That is correct. I think one of seven states.
Is that the correct figure? It is one of seven states in the 
Un it e d  States that has no law wi th  reference to pre-need 
c o n t r o l .

Jo se p h  Ireton: W ouldn't  the Securit ies and Exc ha ng e C om mission
have something to do with this?

Richard Rome: I don't be li ev e that the Securities and Exchan ge
Commis s io n  would  be involved. I can't give you a posi ti ve  
answer on that.

R ep r es en ta tive S u l l i v a n : I'm sort of one step behind on some
things I think, but when you were talking about there's always 
a finite amount of funerals, I'll agree with that, but in 
qua ni t y you'd be finite, but in quality it might not. If a 
person had the foresight to purchase pre-need funeral services 
they might be able to afford more than the....

Ri chard R o m e : Susan, I think that might be a fallacy in thinking.
I d o n 't know how anyone in the funeral business could pay a s a l e s­
man a 15 or 20 or 30$ commission, whatever it may be, out of the 
money that is paid for a funeral at a lesser rate than a funeral 
home that does not have to pay that 15 or 20 or 30$ commission.

Re pr es entati ve  S u l l i v a n : I wasn't proposing that they might be
able to get it cheaper, but just that there's ob viously a great
va riety in the kinds of funerals that you can have. You can
have a simple one or a quite elaborate one. If you had some 
foresight you might be able to afford an elaborate one.

Richard R o m e : I think this would clarify that for you. This law
does not eliminate or does not get rid of the pos si bi li ties of 
families pr e -a rr a ng i ng  or pr e- fin a nc in g  funerals. We have in 
our files at our mort ua ry ma ny pr e-arranged funerals. Families 
who have come in and told us this is what they want, this is how 
they want it done. Some have given us money. That m o’ey is in 
trust in their names in local ban ki ng  institutions. When they 
want to back out of that, if they move and go to the south 48 
states, they come to us and say "We want to go." We say "Fine, 
let's go down to the ba nk  and get your money and interest," and 
you go. They have paid for abs olutely no service. I have p r o­
vided no service for them other than sitting down for maybe 
thirty to forty-five mi nutes with them and talking about the 
funeral. And I think any funeral home or funeral director in 
the United States wo uld be more than willing to spend an hour of 
his time with any family at no oblig ation to them to discuss 
future funeral needs. This does not eliminate that at all. 
M in n es ot a has a law almost exactl y the same as this one is written, 
Pre -need or pre-arra ng ed  funerals are very common in that state. 
Most every funeral director in that state has a file of many 
p re - arrange d funerals. So it does not eliminate the person who

--
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wants to pre -a rr ange a funeral from going into a funeral 
home, sitting down and p r e - a rr a ng e in g  that funeral, saying 
"This is what I want."

Represe nt at ive S u l l i v a n : (Inaudible) incentives to a funeral
home in offering this service.

R ichard R o m e : Well I think it's a matt er of the funeral dir ector
is in a, 1 d o n 't know how to exactly word this, but you're there 
serving people and the only thing that you have to offer those 
people is service. If you are wi ll i ng  to take time and talk to 
peo ple and arrange funerals, pre-need or otherwise, the hope 
is of course that anyone who would pre -arrang e a funeral with 
you w o u ld  sometime at a later date, at the time of need, come in 
and make their funeral arrangements with you. T h er eb y  you would 
have a funeral for which you could make a profit. N ow  I don't 
think there is anyone in this room that would say that pre-need 
sales or the funeral industry as such is not a profit making 
business, nor is it a business that's not -- that the incentive 
is profit, a portion of the incentive. That has really nothing 
to do with that 1a w .

The gentleman there, did you have a question?

Bill B e r r i e r : One of the points you raised Mr. Rome I think
creates a definite technical pr obl em with the bill. Let me 
point out that this section is put in 455471 because this is a 
co nsumer protection statute. The title 0842 would effect only 
persons who are licensed. It would appear that there's a p o s s i­
bility that such plans could be sold by persons other than l i­
censed morticians if this were only in a mortician's licensing 
statute. And it would also appear that if you'll look at page 
five, line twenty-one, Violation of the state law, regulat ion 
or municipal ordinance or regulation effecting the di sp o si t io n  
of dead bodies. A vi olation of 455471 would be grounds for 
re vocation of a license. Do you feel that it's safe to have 
this pre-need thing apply only to morticians or should it be 
under consumer protect io n so that you could apply it against 
other people?

Richard R o m e : Bill I think that this needs to apply outside of
the funeral profession, but I am con cerned that it apply also 
inside the funeral profess io n to say, to those of us who are 
in the funeral business, the funeral industry, the funeral p r o­
fession. That if we are going to violate that statute, we are 
not only going to get a 90 day jail sentence and a $5,000.00 
fine, we are going to lose our license to practice, and that's 
what I want.

Bill B e r r i e r : This is the case as the law is written. Look at
084209012. It is grounds for revocation of a license.

Richard R o m e : Bill would that, that says, the concl ud in g five
or six words is "e ffecting the dispo si ti on of dead bodies" does
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that relate on a pie- need basis?

|
Bill B e r r i e r : I would  read it as relating -- I can draft that 
that se ction stronger. But the basic point is, you had suggest ed  j 
moving it entirely back, and I feel that you might be losing a 
great gap if you did.

Richard R o m e : My real concern, ma ybe I was not correct in the
way I w o r d e d  it, but my concern was that those in the funeral 
industry if they violat e that statute A.S. 455471, are not only 
going to get the consumer pro te c t io n  sentence, so to speak, but 
they are also pl acing their license to practi ce  in jeopardy. And 
that's what I'm concern ed  about, that it be somehow connected.

Senator W i l l i s : Does anyone else have questions for Mr. Rome
so we can.’..? Than k you very much. Okay, wo uld you care to 
testify sir?

Tom G r e g o i r e : My name is To m  Gregoire, and I was licensed in
the Statg of Calif or nia after attending California College of 
M o r u ar y  Science in 1971. Since that time I've returned to A l a sk a  
w h i c h  is my home state. I was born and raised here and I have 
cu rr en tly an Alaska State License. I am in p a rtners hi p wi th  
another gentleman in this city and we operate Grego ir e- Neill 
Funeral Home. And at this time I'll reserve any further comment 
until a later time as we have many...

Senator W i l l i s : All right sir, thank you very much. Yes?

Fred W i t z l e b c n : I'm Fred Witzldben, graduate of the Indiana
College of Mortu ary Science. Lic ensed in the State of Indiana, 
and ass ociated with the funeral business since 1962. T od a y I'm 
going to be speaking as president of the Division of Funeral 
Directors, the Alaska Alli ed Funeral Services Association. The 
chairman of our association, Mr. Fred K e h l , is out of town and 
unable to attend today, and he asked me to bring this letter to 
Senator Willis.

Senator W i l l i s : Th ank you.

Fred W i t z l e b e n : It has been di s cu ss e d and rediscussed many times
with the members of our ass ociation regarding H. B. 50 9 as it p r e­
sently is written. Now we woul d like to make a statement to the 
effect that none of the members of our association, of which s e v­
eral are former members of the Alaska Funeral Director's A s s oc ia t io  
were given the oppor tu ni ty to review any proposed l e gisla ti on  wh ic h 
was submitted by Mr. Rome, which does affect every funeral dir e ct or  
or cm ba lm er in this state, or ultimat ely might. It is for this 
reason that the majo rity of all of our members, wi th the exc eption  
of Mr. Kehl, have come from great distances, from Juneau and 
Fairbanks, to be present today for this hearing. Our pri ma ry  o b­
jection to H.B. 509 is the term "mortuary science". We feel that 
m ortuar y science suggests that one must be scientific, example: 
have a clinical background to function in funeral service. You do
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not have to have a license to be a ph ar macist  to own or run 
a pharmacy, or to talk to the people. The skills required 
to be an embalmer and a funeral director vary greatly. And 
there are many embalmers who are excellent embalmers only, 
have no p er s on a l i t y  or capabilit y of talking to a family and 
making arrangements. The same is true with funeral direc tors 
who are very capable of maki ng  arrangements and functioning 
in an a d mi ni st rative  cap ac it y but are lousy embalmers, and 
could care less if they ever embalmed. If this bill is enacted 
the way it is pr e se nt l y written, the cost to the consumer will 
be p r o hi bi t iv e  if only school trained licensed embalmers from 
an accred it ed  college of m ortuary science will be allowed to 
practice in this field. At the present time, wi th  the excention 
of one or two firms, we all find great d i f fi c ul t y in ob taining 
help in Alaska. We agree that the requirements need to be u p­
dated. There need to be some improvements, but we don't need 
to put ourselves out of the employment market by requiring what 
is p re se ntly wr itt en in H.B. S09. That pr im ar il y is in section 
084220.

Also in going through H.B. 509 in section 40, where it's 
the applicant for license to practice m ortuary  science, in line 
9 it had "by at least two reputable residents", at this pa rti c ul ar  
point it is asking for a judgemnt by the legi slature or by the 
department who is going to be administe ri ng  this.

In section 50 where it goes on for qualif ic at ions to practice 
mortuary science, the legal age in Alaska was lowered to 19 years 
several years ago. If somebody has the educational background, 
airl h a s c o m p l e t e u  the prescribed courses to meet the requirements 
by age 19 we feel they should be entitled to be licensed or to take 
the examination.

Also under section 50, su bsection 6. This says "have completed 
at least one year ap prentic es hi p as a resident trainee under a 
mortician licensed to practice mortuary  science in this state."
This is the only place in this bill that it brings out the word 
"apprenticeship". There is no place else in there setting up any 
requirements for apprenticeship, training agency for appren t ic e sh i p 
requirements, or anyt hing having to do with apprenticeship, whether 
it be through embalming or a funeral director. This would be like 
walking on eggs, and there'd be no thing underneath you.

Under section 70 in here, reciprocity, it goes on to list the 
requirements for reciprocity. Subsection 2 "to prove s a t i s f a c t o r­
ily to the department that lie is over 21 years of age, of good 
moral character, and that he is licensed in an other state, and 
that he has pract ic ed  mortuary science in another state for one 
year preceding the date of application." This again is going to 
restrict the funeral homes in this state from receiv in g help. Tf 
somebody has taken it upon themselves to take a leave of absence 
from p ra cticing  in the business and they hold a license in another 
state, or if they come up here to work on the pipeline as an example 
and they decide from the previous twelve months they have not worked 
in the state they can not be license under a reciprocal agreement.
1 don't know of any state that has an agreement like this, unless 
it would be Minnesota.

On section 90 "Grounds for refusal to issue or renew licenses 
and suspend or revoke revocation of licenses". It says "When the 
department has reason to believe that an applicant or licensee has
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has been guilty of any of the following acts or om mi ssions  
is filed with the departmen t. " This is leaving too mu c h 
to the department to take it upon themselves at the complaint 
of one firm who might have sour grapes to close so m eb o d y  down 
without the process of trying to hear what the co mp laint might 
be or to defend yourself. Additionally, in the same section 
you go to item numbe r 8 where it says " s o li c it at i on  of the 
dead human body by the licensee, his agents, servants, or 
employees when a so l ic i ta t io n occurs before or after death."
There needsto be a more defined de fi n it i on  of "befor e death" 
than what there is here. Before death is any time. We're 
all before death at the present time.

The funeral es t ab l is h me nt  permit. It's our opii.ion, and the 
consensus of our group, that the funeral esta blishme nt  permit 
is going to be anothe r fee to increase the cost to the consumer. 
We w ou ld  like to see this dr opped because you do have a permit, 
you do have reg ulations covering grounds for revoc at i on  and 
suspension of a license.

We feel that under subsection 110 the defi n it io n s wh ic h they 
have are only four. We find this quite defic ie nt  in d ef ining 
what present ly  might be. There is r.o defin i t io n of what a casket 
is. There is no defi ni t io n  of emlv 'm„r, embalming, funeral d i r­
ector, funeral directing, solicits ?on, or any other number of 
items which do need to be defined b y a state to be able to a p p r o­
priately enforce any regulations that wou ld  be adopted.

Going to the cost d is cl osure section. We find this totally 
lacking because it does not disclose any th in g to the consuming 
public. Additionally, it says "livery person p er f or m in g services 
or providing m e rc h a n d i s e  relating to the d i s p o s i t i o n  of a dead 
human body shall give to the arranging for the dispos it i on  at 
the time the arrang ements are completed and before the time of 
rendering the service or pr oviding the m e rc h an d is e  a wr it te n 
statement showing the extent then rea sonably a s c er t ai n ab le  the 
price of the services and what is included, the price of each 
supplemental item, the amount for each item, etc." The area 
here "at the time the ar r angemen ts  are co mpleted and before 
rendering service" -* the minute we answer our telephone we are 
rendering a service. Under this law it would make it illegal 
for us to even go out and make a removal of remains before we 
had a complete funeral arrangement for the family. It says 
"the price of the service nad what is included" -- this is t o­
tally left up to the funeral home they are dealing with. It 
can be a unit price, it can be a bi-unit price, it can be a 
function or an itemized pricing system, there's no criteria 
set out. The only thing that's set out is suppl emental  items 
that would be done. A ny  cash advanc em ents would be listed, 
and the method of payment. The as s oc ia ti on has tried to work 
to establish, and to w ri te  new sections if we could, to help 
bill 509 as it pr esently exists. We found the change s to be in 
such a multitude that we have drafted a pr op os e d substit ut e to 
H.B. 509 which we would like to give to the chairman.

Senator W i l l i s : Thank you.

Fred W i t z l c b e n : We feel that at the present time to avoid 
putting alaskan funeral homes out of the emplo ym ent market for
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outside help, where  we all have to look for our resources for 
employment at the present time, we feel that dual licensing 
system in this state is a necessity. To license embalmers 
and to license funeral directors.

A d di t i o n a l l y  in our bill we have set up along the g u i d e­
lines of H.B. 509 as it is pr esently written, requirements 
for pr act i ci ng  m o r tu a ry  science and for pract i c in g embalming, 
the educational requireme nt s to apply for an ap prentice sh ip  
pr og r am  or p r a c t i c u m  training in either funeral direc ti ng  or 
embalmment, the scope and examinat io n of the licenses, and 
the exam or the test that would be given.

Reci p ro ci t y to be expa nded and not to d is c riminat e on a 
twelve m on th  not w o rk i ng  before the fact basis.

We have set up pr oposals for an ap prenticeship training 
agency, for licensing permits, that will follow along the 
lines of the refusal to issue or renew licenses or permits.

We've adopted quite a few of the sections of the present 
a dm i ni st ra tive code to cover the ret ts of the funeral e s­
tablishment, the care of the remains, tr ansport at io n of the
dead, the requi remnts for the funeral est ablishment and what
it must have. We went into quite length of defining  d e f i n i­
tions as to what there would be. To try to avoid any conflict 
or use of semantics. To spell it out as entirely as we could.
There are a few areas in the pro posed bills that there have
been amendmen ts  and additions made 11«is morning that we did 
not have time to totally incorporate into the body of the 
bill. And there is a section of the amendments listed on the 
back and it's no ta ted where *hey would be. We have also put 
on a suggested amendment to the cost disclosur e w hich would 
make it m an d at or y  that there be some form of itemization 
br eaking it down to three or four areas. One -- the p r o f e s­
sional services, second -- the use of the mortua ry  facilities 
and equipment, third -- the casket manufa ct ur er's description, 
and the retail price listing all supplemental items, listing 
all cash ad v an ce me nts that you know at the present time, and 
the terms and me thods of payment, and requirements for the c o n­
tract which woul d be signed by the pu rc haser and the person 
pr oviding the services, and for the amount of time that this 
would be retained in a file for state inspection.

If you have any questions I'll be glad to try to answer 
them.

Senator Will i s : Bill do you have any questions from the legal or..

Bill B e r r i e r : Yes, if 1 might. A couple questions, these are
p r o c e d u r a l . You realize I’ve just gotten this and I haven't had 
a chance to examine them. The one thing that I wondered, I 
noticed that in ce rtain areas, I was thinking specif ic ally of 
your 0842130 tr an sp ortatio n of the dead...Would you feel, and 
this goes from time to time, would you feel that this should be 
statuatory law or regu la ti on? The diff ic ul ty that I'm thinking 
with putting these kind of detai-s in the statutes is that you 
have great practical diffi cu lty keeping up wit the state of 
(inaudible) advances. So I'm not sure really if it doesn't, 
really I don't follow the idea of course, I just skimmed them,
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but is this a ma tt er  of property, should this be in the statutes, 
a pe rm a ne nt  law that you actually have to amend the statutes 
rather than just have the department issue re gu lations changing...

Fred W i t z l e b e n : These are pr et ty muc h standard, and they have
been stan dard 'for quite a n umbe r of years.

Bill B e r r i e r : This is not the kind of thing that's going to
change dr a st i c a l l y  as the state of (inaudible) changes?

Fred W i t z l e b e n : No, it's not.

Not I d e n t i f i e d : For those of us who are laymen, what procedures
now involve a p e r s on  to be able to practice m o r t u ar y  science, if 
maybe that's a m i s n o m e r  but to be an embalmer or...

Fred W i t z l e b e n : To be an embalmer you have to be a gra duate of
an a cc r ed i te d college of m o r tu a ry  science and be licensed by 
the State of A la sk a  or pr actices (inaudible).

R e p r e s en ta t iv e  S u l l i v a n : And to be a funeral director?

Fred W i t z l e b e n : There are no requirements set forth at the present
time for funeral directors.

R ep re s en t at iv e  S u l l i v a n : Do you feel that there should be?

Fred W i t z l e b e n : Yes I do.

R ep re s en t at iv e  Sul 1 i v a n : And they should be different from that
of an embalmer?

Fred W i t z l e b e n : Correc t they are two entirely different skills.

R ep r es en t at i ve  Sullivan: Are embalmers bonded or anything like
that?

Fred W i t z l e b e n : No they're not.

R ep r es en t at i ve  S u l l i v a n : Do you think funeral directors should be?

Fred W i t z l e b e n : Not if they're licensed. They'd be wo rki ng for
an establishment, they wouldn't ne ce ssa rily be free lance.

R ep re s en t at iv e  S u l l i v a n : The estab lishments are bonded are they?

Fred W i t z l e b e n : Th e y  carry their professional liability insurance
which w o u ld  cover them for any wrong doing or omissions.

S enator W i l l i s : Okay, Mr. Rome.

Richard R o m e : I have a few comments on what has been said. A
lot of what he's said is, we are in complete agreement with as 
far as I'm concerned. Some of it I think needs some clarification. 
I think whe n we look at H.B. 509 I have to say that this is not

( 1 2 )



the bill that we su bm itted to Helen Beirne to be drafted and 
to be p lace d into the legislature. I have a copy of the bill 
right here that we submitted. Now many of the things that are 
in the bill that we submitted to Helen Beirne were removed 
from H.B. 509 wh en  it was rewritten, or were wa te re d down or 
taken apart in one way or another, rew orded so that our intent, 
original intent, was altered somewhat.

Spea ki ng  first to the statement that the funeral directors 
in the state did not have a chance to review this, I can only 
say that that's very true, they did not. But there were several 
reasons for that. We had dec id ed  at the A l as ka  Funeral Director's 
A s s o c i a t i o n  mee t in g  that we wanted to do something on the l i c e n s­
ing laws and we  were told at that time by Consumer Prot ec ti on 
that the A t t o r n e y  Gene ral's Office will pr e pa r e a new licensing 
law w hi ch  will inco rporate many of the things that we've d i s­
cussed here today, and that it would be forthcoming to the l e g­
islature. After two or three or four months, I've forgotten 
just the time schedule now, nothing had come from Juneau. I 
made several tel ephone calls to Theresa O'Connell, who was w o r k­
ing for the At to rn e y General, who is a member of the A t t o r n e y  
General's staff, trying to find out the progress on the bill.
She kept telling me "It's ready to come out, it's read y to come 
out, any day now, we're going to ha'fe it together and i t’s going 
to be there." "Well what's in it?" "Well we can't tell you a n y­
thing, you can't see the bill until the bill's written." So as 
you know, Alaska's a large state. We stretch from funeral d i r e c t­
ors as far south as Wrangell and Petersburg to Fairbanks. It's 
great expense for these people to travel back and forth, to try 
to get together, to sit down, to put a bill together, the m a g n i­
tude of which this bill is would have entailed I'm sure seven, 
eight, ten meetings before we could get down and say "Hey, this 
is what we finally want, this is what we want to put through."
I went to Ju neau to talk to Theresa O'Connell, could get no a n­
swers whatsoever. I talked to several legislators in Juneau, and 
the thing that I kept hearin g from the legislators was "Look if 
you want a bill to get into this session, to get it out for the 
committee, do it y o u r s e l f  or it isn't going to get done." So I 
came back to An ch or age and I wrestled w i t h  this thought of trying 
to get ev erybody together and knowing proced ures on bills of this 
magnitude they aren't something that you're going to railroad 
through the legislature. You're not going to put it in and say 
"Here it is -- it's in this committee today, tom orrow It's law."
It. just doesn't happen that way. So after talking with Lee and 
Dave Frank a little bit about it we decided that we would go to 
an at to rn ey here in A n c h o ra g e at our own expense. We would tell 
him that these are the things that we feel should be in the law, 
and these are the tilings that are pr es en tl y in the law that we 
feel are good, these are the things that the cons umer p ro te ction 
people have told us we should have in a law if we're going to 
put out a new law, and we left it to him to draft. Now he took, 
as I mentioned before, Minneso ta  statutes, Oregon statutes, Alaska 
statutes, and the N.F.D.A. (that's the National Funeral Director's 
Association) model legislation on licensing. He tried to put 
them altog et her into a package that would be a good package.
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A f t e r  w o r k i n g  w i t h  h i m  for some two or t h r e e  w e e k s  o n  this 
bill w e  f i n a l l y  came u p  w i t h  this d r a f t  of w h i c h  I b e l i e v e  
you ha v e  a c o p y  S e n a t o r  and I b e l i e v e  y o u  al s o  Mr. B e r r i e r  
do y o u  n o t ?  A n d  we t o o k  it to J u n e a u  and H e l e n  B e i rne. If 
y o u ' v e  b e e n  to J u n e a u  you know w h a t  a m a d  h o u s e  it is to try 
to get s o m e b o d y  to sit d o w n  and go t h r o u g h  an e i g h t  or ten or 
t w e l v e  p a g e  bil] w i t h  y o u  step by step a n d  p i e c e  b y  p i e c e  it's 
-- y o u  d o n ' t  do it, th a t ' s  all. So I h a d  to l e a v e  it to H e l e n  
to say, w o u l d  you, y o u  know, su b m i t  this bill for " I did 
not say " S u b m i t  this bill for the A l a s k a  Funeral e c t o r ' s  
A s s o c i a t i o n "  I s a i d  " W i l l  y o u  submit this bi l l  for me? A 
fune r a l  d i r e c t o r  in the S t a t e  of A l a s k a . "  She d i d  that and I 
b e l i e v e  it was g i v e n  to Mr. Berrier, if I a m  not m i s t a k e n ,  and 
he d r a f t e d  it into the w o r d i n g  that the S t a t e  of A l a s k a  us e s  
in d r a f t i n g  t h eir l e g i s l a t i o n .  In that t r a n s l a t i o n ,  to my 
e s t i m a t i o n ,  s o m e  things w e r e  left out a n d  some t h i n g s  w e r e  
improved. But t h a t ' s  the s tory on h o w  the b i l l  got to Juneau.
So this is h o w  H.B. 509 is not the h o u s e  bill that I s u b m i t t e d  
to J u n eau. T h a t ' s  n u m b e r  one.

Secondly, I have a couple of things that I would like to 
comment on. As far as section 40 —  applicant having two r e p u t­
able persons sign the license, or sign for you. This is c u r r e n t­
ly in the adminis tr at ive code, in the State of Alaska it's 
fairly c o m m o n  practice  throughout the United States to have two 
reputable people stand up and say "Hey, this guy is morally  all 
right, I've known him, he's not a bad guy, and I think that he's 
well qualified." I would not be terribly upset if that were 
removed from the law. I t’s just something that we felt we felt 
was there and had some good points to it, so let's leave it in.

As far as the legal age is concerned I have drafted a 
letter to Bil ly Berrier some time ago in which I m e nt io ned that 
the legal age had been changed in Alaska, and that as far as we 
were co ncerned if people could meet those qu a lific at io ns set out 
in the licensing statutes by the time that they have reached the 
age of 18 or 19, whichever the legal age is, I'm not sure now, 
fine --Give them a license. So I have no qualms about, chat w h a t­
soever.

Resident training is a portion of the law in which t r a n s l a­
ting it from what we submitted to what Billy Berrier finally 
wrote was complet el y left out. We had an entire section there 
as far as resident trainee which simply was an apprenti ce sh ip 
program that could be served following your schooling, come to 
Alaska light out. of school, serve a year internship, get your 
license. And it was left that those rules and regulations c o n­
cerning that license be promulgated by the Department of Health 
and Social Services or in this basically what we're concerned, 
what we've changed our tune to, is that it be done by the D e p a r t­
ment of Commerce, the Division of Occupational Licen sing which 
has tlie staff, the attorneys, the investigators, the people to 
handle that type of thing.

Reciproci ty  -- Sectio n 70, subsection 2 -- one year of work. 
The thinking on that was basically that rather than having a man 
come directly out of, no this I'm sorry, re ciprocity was a licensed 
man. I have no qualms about having them come to work for funeral 
homes in Alaska if they hold a license in another state. I, to 
be very honest with you, I don't recall what our thinking was at
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the time we put that into the law along with talking to our 
attorney.

S uspens io n and revocation, some comments made on that....
In A laska we  have no one except the State of Alaska, right 
now the Department of Health and Social Services, that can 
control in any way, shape or form, the people in the funeral 
industry. We felt that the state was too small to go to Jun eau 
and ask that we have a board for morticians, funeral directors 
and embalmers who would establish and take under advisement 
certain problems w it hi n  the funeral p ro f es si o n and make decisions 
on it. We're just too small a group to do that. We felt it 
w ould be best to leave it in the hands of the state who do not, 
you know, who can look at. it ob jec ti v el y  without saying "Hey, if 
I get this guy, there goes my competiti on ."  So we said "No, let's 
do it away from a board, let's leave it in the hands of the l i c e n s­
ing people, who have investigators to look into things and take
care of the problems that come about."

As far as solicitation before or after death from N.F.D.A., 
that p a rt i cu l ar  item came from model legislation from the National 
Funeral Direc to r's Association. I agree with Mr. W i tz leben 100%
--it should be defined, and that was one of the things in the 
translati on  again that was on definitions. Tnere are just not enough
d ef in itions w i t hi n  the current H.B. 509 to keep us honest. And I
think that there is a lot of room for definitions, and in my  letter 
to Bill Berrier I said "Let's not worry about wasting a little 
paper d efining  things. Let's get the definitions down, let's get 
it down in black and white, and make sure that we know what we're 
d o i n g ."

The cost disclos ur e law, that's another ball of wax. As you 
all know, we're under great scrutiny by the Federal Trade Commission, 
a lot of it unjust, some of it just. I think for the most part 
funeral directors throughout the United States are honest and c o n­
cerned people who are there to serve the public and take cure of 
the needs that are required by them. I don't think we're there to
get the last dollar that we can for the funeral, sell the big
bronze casket in the corner, get the last buck, whatever way  we 
can. And I doubt if there's anybody in this room that's a high 
pr essure salesman, who would back a family into a corner and try 
to move them into something better. I just don't believe it. The 
cost d is cl o su r e law that is in this, again was given to us by the 
General Council of the National Funeral Director's Ass oc iation 
re commen di ng  to us that this was a good itemization l a w — it leaves 
it open to the funeral director, leaves it open to the point that 
he can use some dis cretion in itemization.

Now itemization can be a real headache, not only for the 
funeral director, but for the person you're serving. And when 
you have tc sit down and go through sixty-five items, one by one,
and say "Do you want it? Don't you want it? Do you want it?
Don't you want it? Do you want it? Don't you want it?" You're 
going to find that after about thirty minutes that person is going 
to go right through the ro> f. The people arc in the m inor it y 
who are ex tr emely concernt . when they walk through the door that 
they say "How mu c h  for that? How much for that? How  muc h for that?" 
Most people that come in want to know what the casket costs, how 
much are your services, and what are the casket outlays, and how do
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I have to pay for it, and, you know, put it down on paper.
We believe that that dis closure  law does that. And it d o e s n’t 
tie us down to itemizing each and every, you know, I use d four 
flower racks rather than three, so that's fifty cents off, 
you know. It's just-- that's a bit far out, and I'm sorry 
for taking your time saving things like that, but that's the 
type of thing that itemization can lead to, and an other thing 
ite mization leads to is higher cost. Funeral directors have 
to cover their overhead costs one way or another. So if 
you 're finding an item that isn't being used, you're going 
to have to charge much  more for an item that is being used.
Th ereby those people who most ge ne ra ll y use that item are 
going to pay more for it. I think that's all the comments I 
have. T ha n k you.

Senator W i l l i s : Mr. Witzleben, would you care to...?

Fred W i t z l e b e n : Yes. I'd like to go back to the section 90
again, wh i ch  covers the grounds for refusal to issue. The 
area there was leading up to the department of reason to b e ­
lieve, we believe is a vi ol ation of our due process. Before it 
goes to the a dm i ni st ra tion to the (inaudible) p rocedur es  act 
and back to the cost disclosure bill, T have to disagree with 
Mr. Rome that it's going to cause higher prices. Possibly it 
might cause higher prices to an extent that what you're not using. 
But why should that family be charged for what they're not r e­
ceiving under an itemization cost disclosure type of bill. If 
a family does not want to use a family car, they should not be 
charged for a family car. If they want to come to pick the 
remains up in their own station wagon or pick u p truck, they 
should be entitled to do that, and not be charged for the use 
of a first call car or service car. The same way with chapel 
service, and number of things. Granted we have to meet our 
overhead, but if we have to hide our costs in mee t in g  them 
then that's why we do need legislation to disc lose the costs, 
to prevent families from being over charged.

Richard R o m e : A point of information there, the law still
reads that it has to go through the adminis tr at ive procedures 
acts on the refusal to (inaudible), it's just that...

(Unidentified P e r s o n ) : Okay Mr. Wi tz le be n did you have any...?

Fred W i t z l e b e n : Yes, again on that, on the ad mi ni st rative
procedures act, that's correct it docs utilize it. It's only 
after that the department can put a complaint by just anybody 
without having to prove that there has been some act, or gone 
through the due process to go into the a dm inis tr at ive p ro ce du res 
a c t .

Re pr es en tative  S u l l i v a n : What was your alternative to that?

Fred W i t z l e b e n : We deleted the area on the 0842090 where it
says ''plan the department has" to line 19 where it says " d e p a r t­
ment column". We just deleted that section. And started out 
"It is the duty of the de partment to conduct an investigation."
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Bill Berrier: I have a technical question. I looked at
these because I was interested in the distinction you're 
making, and I think the di st inction you're making -- I 
also think it's important drafting -- you have no p r e c o n d­
ition on the duty. It would seem that the prob le m  which 
you are directing to is the language Starting on lines 17, 
page four, starting with "or" and ending wi th a comma.
Your sentence doesn't have an effect, a co nd it ioning clause 
and it appears that the deletion of that is what you're, is 
the part where you're directing your remarks to, the d e l e­
tion of that qualification, did I u nd er stand you correctly?

Fred W i t z l e b e n : Okay, that's right, I see your po si ti on on

that.

Senator W i l l i s : Okay, the gentleman on the end?

(Unidentified Person): I ha\e a ques ti on to direct at Mr.
Rome. Y ou  stated that after you had dra wn your prop os ed 
bill you took it to someone in Consumer Protect io n who told 
you this was the type of law Alaska needed. Who was that 
person?

Richard Rome: Jim I don't think I said that I took my law
aTTter I drafted it to the consumer protection people, no, I 
did not take my proposed bill to the At t or n ey  General's office 
I did not. What 1 said was that at our meeting with the 
A tt o r n e y  General's office the consumer pr otectio n peopl e told 
us that a pre-need type of legislation is needed in Alaska.
Not ne c es sa ri ly the one that 1 proposed, but this is the one 
that T did propose, and I did not take it to the consumer 
p ro t ec ti o n people, no.

Lee Moeglein: I have a question to ask Mr. Witzleben. Do you
have any statistics which indicate that increased educational 
standards lead to increased cost in the funeral service? You 
made the statement earlier that, it would lead to hig he r cost, 
do you have any statistics which would indicate that?

Fred Witzleben: That's one of the common sense factions Mr.
Moeglein, in -the fact that the more education you have, the 
more you're going to end up having to pay somebody.

Lee Moeglein: I don't think that's n ec essarily  true, and I
think that if that were researched I think that maybe the oppo 
site would be found to be true, because there are other things 
that go into pricing and cost besides how much education you 
have. There are (inaudible) morality and ethics, and that 
sort of thing.

Senator W i l l i s : Okay, are there...? The gentleman...

Ken Burton: My name is Ken Burton and I'm associat ed  with
the Bruce Funeral Home, and I'd like to direct a question to 
Mr. Rome. You m en t io ne d that the bill that has been pres ented
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here today is not ex ac tl y the one that you submitted.

Richard R o m e : That is correct.

Ken B u r t o n ; Would I be right in assuming that you are i i 
favor of the bill the wa y it is now? How it has been presented?

R ichard R o m e : You are not entirel y correct. There are portions
of that bill whi ch we do not see eye to eye with as it is written, 
that we wo uld not want wri tt en  that way, and I think that from 
what Mr. Wi tz l eb e n has brought out that on the m a j o ri ty  of things 
that he has indicated, that we are ver y susceptible to wo rking 
out something that's agreeable to all.

Senator W i l l i s : Okay, are ther any other questions?

Fred W i t z l e b e n : I have one. I would like to reite rate the 
fact that our p ro posed substitute, this does have the unanimous 
support of everybody involved in the Division of Funeral D i r­
ectors and the Divis ion of Memo ri al Parks of the A laska Allied 
Funeral Services Association. Thank you.

Amos N e i l l : I would like to ask a que stion of Mr. Rome. You
me nt io ned the seven or eight funeral directors agreed to this 
proposed legislation, could we have the names...

Richard R o m e : Yes, you can. Myself, that's one, Dave Franke,
Dale Rosenberg, Lee Moeglein, Bob Britt, Greg derrick, and Art 
Moll from Ketchikan. Is that at least seven? I'm in.

Amos N e i l l : This represents three funeral homes.

Richard R o m e : Yes, it's very mu c h  like the Alaska Allied Funeral
Services you know. There are what, one, two, three, four, four 
or five, may be six or seven totally in the Alaska Allied -- it's 
kind of a toss up.

Amos N e i l l : That's seven firms.

Richard R o m e : That's one, two, three, four, five.

Amos N e i l l ; No, there are seven. There are two that are not 
r e p r e s e n t e d .

Richard R o m e : Okay. I stand corrected.

Senator W i l l i s : Okay, are there no further questions? Sir,
would you like to..?

Art R i c h m o n d : Art Richmond i.s my name, I'm the manager of the
Valley Memo ry  Gardens. The people who (inaudible) this p a r t i c u­
lar bill is pre-need funeral sales and primar il y ccmetary. I've 
been in this business since a p p r ox im a te l y 195S. T hrougho ut  the 
co un t r y pre-ne ed  funeral or pre-need cemetary sales have been 
recognized since about 1908 starting wi th  Forest Lawn in California.
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M a n y  people have b en e fi te d c o ns i de ra bly by virtue of being 
able to purchase before need wi th ou t being under the duress 
or shall I say the emotion of time. And the Nat ional Ceme ta ry 
Associ ation, of which we are members, and also the p r e - a r r a n g i n g  
(inaudible), of which we also have members, ve ry  r e ad i ly  s u b­
scribe to what we refer to as the total p r e - ne e d concept. (In­
audible) the years whe n we first started out we sold cemeta ry  
lots. People appreciated the fact that they could do this w i t h­
out being under emotional strain, that they could take care of 
the things before the time to leave. Then there wer e other things 
that were n ec e ss a ry  also. It was p r i m a r il y require d at the c e m e­
tary that some type of container, a vault or a liner or p o s si bl y  
even a (inaudible). We reached the point where we found in our 
p r e -n ee d  sales -- now I'd like to e x em pl ify the fact that this is 
something that has been done natio n wide for man y m a n y  years -- 
we re a ch ed  the point where we felt that we, and speaking from the 
standpoint of our industry, we felt the ne ce s si t y to pro v id e  the 
family wi t h  what I referred to earlier the total p r e - n e e d  concept. 
And people appreciated it. As a matt e r of fact I used to be a 
salesman in the field, and in selling cemet ar y lots a lot of 
people would ask me "My that would be fine if we could take care 
of the ceme ta ry lots, but what about the outer containment, what 
about the markers, what about even the funeral service? It w o ul d 
sure be nice if we could sit down today and get the whole thing 
taken care of, and save ourselves the emotion of going th rou gh 
this thing and exposing ourselves to possible exploitatio n at the 
time of emotional stress." Well as a result of that cert a i n a s s o­
ciations throughout the company and throughout the co un tr y  d e v e l­
oped the total pre-need concept which  includes the sale of p r e­
need funerals. Now it is true, like Mr. Rome says, certain  states 
have rules by means of certain influence in their state l e g i s l a­
tures, a 100% law. Because this 100% law almost pr ecludes the 
feasi b il i ty  of selling funeral services before need. Now n o t w i t h­
standing the comment that was made earlier that we have c ommis si on s 
to pay, we can sell at conside ra bl y less amount, and also pay the 
commissions. That is the person that we present this to. Not 
only that, but also to satisfy the family that the entire thing 
is being taken care of before the time of need which we find is i 
one of the greatest desires.

Now our thought, is this, and I'm speaking not only from our 
particular standpoint but from, let me put it this way, the 
standpoint of the Cem et a ry  As s oc ia ti on and the Funeral A s s o c i a­
tion. The Cemetary As so ciation are p r i m ar i ly  dedicat ed  to bef or e 
arranged planning. Because we can provide the facilities when a 
person is not under emotional stress and we can provide it at a 
price co ns i de r ab ly  less, and also if you will, a de q ua t e l y  fundedj 
As a matt er  of fact it was suggested in the State cf Hawaii wh en 
I worked for the legislature to show wh er eb y  a certain proper 
funding for funeral services even exceed that which is p ro te cted 
by the insurance funds. So we feel that as far as pr ot ec ting the 
family is concerned that really is not the issue. I'd like to 
bring another point out. Tn 1966 (like I said, I have been in 
the ce metary business since '5f>) in 1966 I was ap pr oa ch e d by a 
ge ntleman from Denver who asked me "Look, will you give c o n s i d e r a­
tion to possibly ap proaching some of the local funeral homes and 
offe ri ng  them a program wh er eb y  they will service pre-need funerals?
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The benefit to the thing would be it would put the funeral 
home on the map b y  means of p r e - n ee d  funerals. Because it is 
very difficu lt  to compete ag ainst pr e -n ee d  salesmen or p r e - n ee d  
d o o r -t o -d oo r  salesmen." And so it become s ve r y  obvious that it 
is very difficult for someone to compete. So therefore it 
w o u l d s e e m  that if we could el im i na t e that type of competition, 
wh y we could save our position. So if we were to come up with 
say a 100% law to eliminate pr e- a r r a n g e d  funeral sales, so that 
it is impractical for them to sell it, impractical for them to 
give it to the people, we wo u ld  still be able to m a i n t ai n  our 
coveted position, if I m a y  put it that way, so that at the time 
of death  when people come to us we woul d be able to dffer them 
the services we have availa bl e to them at the time of stress.
Our as so ciation s are ver y strong on this and I am ver y strong 
on it. As a matter of fact I have in m y  file letters from p e r­
sons who have w r i t t e n  us that were ve r y  ve r y satisfied. Since 
we've started selling pr e -a r ra ng e d funeral sales, I beli ev e  it 
was in about 1967, the families that we' ve serviced seem to be 
v er y  happy with it. No one was ever cheated at anything, there 
has be en  adequate amounts of m o n e y  funded. Not only that, but 
the amounts of mone y funded has by far exceeded  the re q ui re m en t s 
to the point where it is not the issue. The point I'd like to 
bring to you gentlemen is this thought, is that what we're 
real ly lookin g at now, the ques ti on that we' re looking at now is, 
is this rea ll y a ma tt er  of pr o te c t i n g  the public, or is this 
really a mat ter of competit io n?  Now I'd like to bring a point to 
bear. There was a court case in M il w au ke e w h e r e b y  there were 
c ertain funeral establishinents that w ou ld price advertise. The 
Funeral Directors A s s oc ia t io n  in that pa rti cu l ar  state and also 
the National Funeral Director's A ss o ci a t i o n  felt that they didn't 
think that it was proper for them to do so. That they professe d 
to be a profess io n and not an industry. That an ind ustry should 
by proper means compete with those who m a y  be in com pe t i ti o n with 
them. Well the court ruled, and also the Federal Court ruled, in 
favor that it was proper for them to advertise, that they were 
not a profession, but rather that they were an industry. And the 
fact that they were an industry that they should p r o p e r l y  a d v e r­
tise their prices. We come to that point, that respe ct ing the 
Federal Court decision on this mat te r we woul d come to the c o n c l u­
sion that it should be proper, let's say for the individual f a m­
ilies to decide for themselves wh et he r they dec id e before the time 

of need or whethe r they decide after after the time of need. The 
q ue st io n is, what is the mo ti ve? For ce rt ai n ones attempting the 
100% Law ob viously  it's to protect their individual interests. And 
I would like to say this, it's a case m a n y  times in our industr y 
we have found to be the case. We find many times families come 
to us and they say "Well my goodness -- your prices at the cemetary, 
my goodness, it was only $500.00 but we paid $3,000.00 dow n at the 
funeral home, and we only had three days." And so, and yet we 
obl igate ourselves to take c a rp of them for a funeral on out by 
virtue of (inaudible). It is one of those things where we find 
our selves engaged in shall we say p o s s i b l y  a conflict be tw ee n the 
certa in interests. And so the A ll i ed  As so c i a t i o n  has draw n o u r­
selves together for the purpose of seeing if we can sit down like 
gent lemen and pr o pe r ly  find out what we need to do in order to
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pr ovide the ultimate for all things involved, whe t h er  they 
want a pre-need, whether the cemetary's involved, the funeral 
home is involved, w hate ve r it is, that these families are 
p r o p e r l y  served without serving any p ar ticula r interest group 
or witho ut  serving any p ar ti cular competition. T h a t’s my 
c o m m e n t s .

Senator W i l l i s : Mr. Richmond, so I'll understand. You repre-
sent the Valle y Memorial Gardens. Is that just the c e m e ta r y 
part of it, or do you have a m o r t u ar y that goes with it?

Art R i c h m o n d : I have a mortuary. We are p r im ar i ly  a cemetary.

Senator W i l l i s : Pr i marily a cemetary. Okay, Billy do you have
any questions?

Bill B e r r i e r : I don't have any questions.

Bob B r i t t : I have the Wals h M o r t u ar y in Kenai and the Walsh
M o r t u a r y  in Seward. In front of me I ’ve got a pamphl et  and it's 
pr inted by the N.F.D.A. In this pamphlet it has the basic data 
on the pre -need requirements  of each state in the United States. 
Al as k a isn't on here, we haven't gotten anything. This pamphlet 
I'd be glad to give to Mr. Berrier to take with him. It mentio ns  
in conclusion, it goes into ex plaining about pre-fin an ce d funerals 
etc. etc. But it says "If there are no such laws in the state 
where the pr e- ar rangement is made it is re commended that the p r e­
paid funeral payment or agreement including provision for a trust 
fund wi t h the person making  the payment maintain control of the 
account. The fund should include all monies paid in ad vance of 
need for services and me rc h an di s e including burial vaults. The 
agree ment should also entitle the person in control of the trust 
to the interest earned wi th  the option of applying it to the 
p ri nciple to offset any increase or in flationary cost. Such p e r­
son making the payment should retain the right ti terminate the 
co ntract at any time without forfeitures of any of the moni es or 
interest paid on this account." All the states on the back here, 
and Senato r they're all listed, have a control agency either b a n k­
ing or trea su ry  department insurance in the state, or board of 
embalming, funeral directing, or none. Either permits required 
the amount of monies put in the trust, either 100% and the amount 
of monies, the income on the trust, all these monies in every 
one of these states are refunded in full to the families that 
make the arrangements. There's no sales commissions to the s a l e s­
men. There's no c emeta ry  or funeral home that makes the pre- 
a i r a n g e m e n t s . They don't keep any funds for their paper work, this 
is something that they do, and the monies ent irely go back to the 
family. They are not used to go out and be used as a working 
capital for some project or other than that they are intended for.

Senator W i l l i s : Thank you. Mr. Richmond?

A r t R i c h m o n d : In the states that have the 100% payments put in
trust, are you saying that that eliminates your type of act i v it y 
alt ogether?

Bob Britt: Yes.
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Art R i c h m o n d : From the do cuments  that I have seen, and appar-
ently whe re the p o s s i bl y six or seven states, this is the case.

Bob B r i t t : The few states that are not on there, such as New
H a m p s h i r e , their as so c ia ti ons have p ro h ib i te d it. In Louisiana 
and Rhode Island p a r ti c ip at i on  in financing funeral progr am s in 
advance, it's a pos sible grounds for revocation of a license, 
on most of the other states around here.

Art R i c h m o n d : How about an 851 law state such as Col orado?
H o w . . .what would happen? Suppose we had laws that allowe d that? 
What  po s it i on  would it leave?

Bob B r i t t : Colorado and a couple of the other states that have
that, the majority  of the states all give the family back 100% 
of their monies, and I feel that's the way it should be.

Re pr es en tative  S u l l i v a n : To get it back under what circumstances.

Bob B r i t t : A ny  time the family wants to w i t h d ra w  those funds,
w he t h er  they want to mo ve  out of the state, or they want to go to 
anoth er funeral director, they've changed their mind, that money's 
the families. T h a t’s who it belongs to.

Re presen ta ti ve S u l l i v a n : And this is...

Bob B r i t t : And all the interest that's recorded on that and every
thing 100% to the family.

Re presen ta ti ve S u l l i v a n : And this is also true in the 85% states?

Bob B r i t t : And here's the docu me nt ation for you and the data
for the states which I will give you to take with you.

R ep r es en ta tive S u l l i v a n : Now what is 85%...

Bob B r i t t : That is one state, Colorado, they say 85% of the
moneys put into this account are refunded to the family, the 
other 15% are kept for maki n g ♦■he arrangements, and so forth.
But the majorit y of the states as you'll see on that when you 
look at the statistics, 100% of the monies are refunded to the 
family at any time the family requests. It's the family's mo ney 
and it should be refunded to them.

Senator W i l l i s : Mr. Richmond.

Art R i c h m o n d : You know you won de r  if the motive.. .T he  thing that
keeps coming back to me is the motive.

Bob B r i t t : The interests of the family are...

Art R i c h m o n d : Yeah, but if that's really the case, dt you really
ha*re the family's interests at heart, you know? At the time of 
need, when they come in here e motiona ll y upset, is it really not



the case that you try to sell them the most expensive s e r­
vice and put them in as cheap a cemetary as you can find?
You know, it's not the pr otection of the fami ly that is the 
reality. What w e ’re speaking about here is rea ll y a b o u t  
economics. And it has been proven  in the states that have 
like you say, and it's not just in that p a r t i c u l a r  s t a t e  851 
-15% law, but there's states, the state of Hawaii has a 251- 
75% law (inaudible) a certain amount funded. No o n e  to my 
knowledge in my industry has ever been de fr auded o n  anything.
The q u e s t i o n  always comes back to me is what c o n s t i t u t e s  the 
motive? If it has not been proven that the families have 
been defrauded, then what constitutes the m o t i v e ?  If it has 
not been a matter of competition.

Senator W i l l i s : Okay. Dave Franke would like to respond to
t h a t .

Dave F r a n k e : I would like to answer what consti tu te s the 
motive. (Inaudible) for the states, and the high perce nt age 
of the states as we see here, in all three columns that r e p r e­
sent the 100% law, that if they did not see the need for it the 
law woul dn't be there. Ev id en tly in the w i sd om  of an awful lot 
of people, legislatures in other states, also funeral a s s o c i a­
tions, there perhaps have been abuse to create this. Now this 
isn't a new single idea that we have dreamed up by nine (ina ud­
ible). We speak with enough material behind us to support our 
stand, and the motive s I would say would be that there has been 
evidence of both misu se  in some areas, enou gh to create the 
laws. Now these laws ge nerally were not created by funeral d i r­
ectors or funeral homes or necess ar y lobbying groups. The laws 
are enacted by people in government serving the people and the 
legislature. And no speacial group I don't believe can effect 
that many states to adopt the 100% law. Now if there's anything 
really intelligent that you can say about giving back any person 
his total amount of m on e y so as not to lose money in any t r a n s­
action, I don't know what you could say wrong against it.

Senator W i l l i s : Yes?

(Unidentified P e r s o n ) ; Along this line I'd like to make a few 
c o m m e n t s . P"ll withhold them until tomorrow on the table here 
on the topic we're now on. However one thing I think that it's 
important to know right now, I have with me today a tape r e c o r d­
ing of the actual news release of the recent Federal Trade P r o­
gram as it pertains to funeral practice. And I'll leave it here 
to be played as it was recorded at the time it was made. A l t h o u g h  
it has been pointed out, ma n y states have laws that have been 
illustrated here today, by far the maj or it y of the pr im ar y  c o n­
cerns of the recent Federal Trade probe was to prevent efforts 
to restrict memorial societies or to disco ur age the mak in g of 
pre-need arrangements. Both of these techniques allow cu st omers 
to save a substantial amount of money. The staff found a number 
of industry efforts within the funeral and some (inaudible) to 
prevent the use of these methods simply because they don't create 
that much profit for the industry. And I'd like to comment more
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on that and the recording from the Federal Trade B urea u that 
(inaudible). One additional comment, they are going to extend 
this Federal Trade probe to (inaudible) override the various 
state laws that in any way would prohibit or prevent the (in­
audible) c; discourage making pre-need arrangements.

Representative S u l l i v a n : Mr. Richmond could you tell me, you
know down to the nitty gritty, how it is that the 100% law 
would not allow you to (inaudible) continue sucessfully in 
business, but I presume some alterat ion of that would be sucess- 
ful. Can you tell me how it handicaps you?

Art R i c h m o n d : We have salesmen in the field approachi ng families
with the total pre-need concept that they (inaudible). T h e y  
take care of the cemetary lots, the vaults, the markers, the 
funerals, the whole thing. And if we had to fund 100% of that 
money it would be impossible for us to say pay sales commi ssions 
for one thing, or to let's say to maintain, or we should be e n­
titled to a certain amount of overhead, to pay an office girl 
and to oper^-e. But the 100% law is primarily designed to put 
the pre-need funeral sales out of business.

Representative S u l l i v a n : So you would be able to continue in
your at-need services, but not if...

Art R i c h m o n d : If we were to depend upon our at-need business
we would have to wait consider ably to say, paying our o v e rh ead 
and ma intaining everything that we have to maintain until someone 
comes to us at the time of need. Because obviously we have found 
over a number of years we do not receive the type of support that 
we might expect from certain funeral e stablishments b e cause n a t­
urally our prices are a little more expensive than l e t’s say p u t­
ting them in the city graveyard. We have a memorial park, we 
maintain it, we have a lot of money in it. So naturall) it would 
be cheaper to let's say find an easier place, or let's say a more 
convenient place or less expensive place for the d i s p o s i t i o n  of 
the remains.

•

Representative S u l l i v a n : Mr. Richmond when you sell the c e m e­
tary services at pre-need do you also contract at that time for 
the other parts of the funeral services?

A r t R i c h m o n d : Yes, if it is the families desire to do so.

Representative S u l l i v a n ; You make those arrangements too? And 
through any local...?

I

Art R i c h m o n d : Like I explained earlier, when we first started out 
in this, T mean our, and I'm speaking from an association s t a n d­
point, way back in 1918 we started selling cemetary lots, Forest 
Lawn started selling ce.uetary lots, we reached the point, okay 
we found it was necessary also that there had to be some kind of 
outer containment in order to keep the remains from c r u shin g in 
the casket. Then also a memorial. The families thought "Well 
that would be nice if we could take care of the entire c e m e t a r y  
part of it." Then we finally reached the point where we said "My 
it would be nice if we could take care of the entire thing. It 
could all be taken care of." And so then a plan has been dejigned
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