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ISSUES: Housing,employment, the handicapped, daycare, minority
business, Landlord-tenant mediation, utility "phantom"
taxes, credit, property taxes, oil taxes.

HOUSING [ISSUES
Redlining.

The issue here involves banks and savings and loan associations
discriminating against neighborhoods which are considered low-income
or deteriorating, particularly when it comes to financing rehabilitation
of older residential buildings, older homes, or the purchase of
single family units. A bank may view a financing request in a poor
neighborhood as a bad investment because the area seems to be deterio—
rating, even though the credit standing of the individual requesting
the financing 1is good. However, this process becomes a self-fulfilling
prophecy, as a lack of residential development drives out those
residents who have an interest in the neighborhood and would comprise
a strong community, and leaves the area in a continued state of
deterioration. The coalition would first need to research the extent
to which such redlining occurs in Anchorage, by talking with people
in areas such as Mountain View, Fairview, and Government Hill who
have tried to obtain financing and been unsuccessful. IfT we decided
that a problem indeed exists, then we may want to petition the
Department of Revenue to adopt a rule requiring local banks to disclose
their investment patterns on a neighborhood by neighborhood basis.
IT we petitioned the agency in this way, they would have to decide
within 30 days to accept, reject, or hold a hearing on our proposal.
If a hearing date wore set, we would then come forth with testimony
and evidence of redlining practices. Should a disclosure regulation show
that systematic redlining is indeed occurring in certain areas, then
we would want to consider further strategies for pressuring financial
institutions into providing more financing 1in these neighborhoods.

Linda Arms Apartments.

While there are several low-income housing units which could be
studied, there 1is a timely situation surrounding the recent HUD
proposals for the disposition of the Linda Arms Apartments in
Fairview. It appears that the buildings, which are now owned and
managed by HUD, will undergo major redesign and rehabilitation, and
possibly be sold to the Alaska State Housing Authority (ASHA). The
aspects of this 1issue which may interest the coalition would be the
involvement of minority businesses and contractors 1in the rehabilitation
work; the input of tenants and area residents into design, management,
and rent levels; and the manner in which the relocation of current
residents is carried out while the buildings undergo rehabilitation.

We still need to talk Lth more people from HUD and ASHA, and study
their programs and rer lations to determine the best way for interested
parties to become 1invc ved in the project. The coalition may wish

to lend its support to an ad hoc tenants organization which now exists
at Linda Arms, in order that the residents®™ needs are heeded, and

that the stipulations of the HUD Uniform Relocation Act are enforced.

Use of HUD Block Grants.

\L* HUD provides funding to the Municipality through its Block
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Grant Program, which is to be directed toward improvemenls in
low-income neighborhoods, such as property acquisition fur parks,
street improvements, rehabilitation of publicly-owned residential
dwellings, and removal of architechtural barriers. The Planning and
Zoning Department of the Municipality solicits input from various
neighborhood and citizen"s grouDs to make recommendations for the use
of Block Grant funds. It would be appropriate for the coalition to
examine the uses to which Block Grant funds have been put in the past,
and the current recommendations for their use which are under
consideration. There will be a public hearing on this subject in
May, in which we could become involved. It is important for these
funds to be utilized in low-income neighborhoods, and for them to

be directed toward needed services and facilities.

Architechtural Barriers.

Several people have noted that the characteristics of
buildings which make it difficult for handicapped people to get

around on their own 1is a definite problem in Anchorage. Barrier-
free buildings and transportation facilities are of the utmost
importance to the handicapped. The Federal government recently

approved the institution of a $25,000 tax credit to employers and
transportation services which alter their buildings, entranceways,
etc., to make them accessible to the handicapped. However, making

the public aware of the availability of this option, and having

them utilize it, is the next barrier to be crossed cn the local level.
We might also wish to push the Assembley to adoot ordinances for
removal of architechtural barriers, and for the institution of barrier-
free codes 1in new buildings. In addition, the HUD Block Grant Progranm,
which 1is administered through the Municipal Planning Department, has
specific provisions for funding the removal of architechtural barriers.
We would have t0 become actively involved in the hearing process
through which the Planning Department solicits and prioritizes
recommendations from the community for the use of HUD Block Grant
money .

Senior Citizen Housing.

We are currently gathering information on the unique housing
problems of senior citizens. Within the next two weeks, we expect
to have contacted se ™ *ral resource people on the subject, and
are looking at some .tudies and research which have been done.

At that time we can present you w th a more thorough assessment
of this issue. In the meantime, any resources and information
any of you can provide will be appreciated.

EMPLOYMENT ISSUES
Discrimination and Affirmative Action.

Several people have suggested that serious discrimination
problems exist for minorities and women, particularly in the
State and Municipal governments. As a recent report from the
General Government Subcommittee of the State Senate Finance
Committee shows, 81l% of the positions in State government which
pay $20,000 and over are filled by men; a mere 3.7% of these
positions are filled by minorities. The report also points out
that there are wide variations between different Departments of
the State as far as each one®"s commitment to affirmative action
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The coalition might want. advocate that the

Municipal Assembley conduct a similar survey to assess the extent

of the progress made

in city level affirmative action. We coaid

also ask that the Municipality do a hard review of its internal

employment practices,
inquiry conducted by

backing up our request with data from an
the Assembley. In addition, some 1input into

having the Municipality define and expand the powers of the

Equal Rights Commission woudl be valuable for the purpose of
instituting affirmative action in the Municipal government and

local businesses. At this point, the Commission®"s budget allotment
is apparently too meager to maintain an adequate staff, and the
Commission"s caseload is backing up. In general, the Commission

needs the "teeth"

through budgetary commitments, and general

support from the rest of the Municipal government - to make some

substantive inroads

into the affirmative aciton and discriminaiton

area. Finally, we might want to promote that the Municipality and
the State - by means of an ordinance, and through the Department

of Administration--
disclose their equal

HANDICAPPED ISSUES

require contractors bidding on public projects
employment opportunity practices.

Architectural Barriers.

Included with housing issues.

Employment.

Discrimination
people, and involves
etc. The Opportunit

in employment is a problem for handicapped
issues such as training, employer awareness,
ies for the Handicapped Commission of the

Municipality recently completed a survey, 1in conjunction with the

Department of Labor,
individuals are util
We are currently stu
individuals who are

the handicapped. We
issue ready at the u

assesssing the extent to which handicapped
i ed by employers in the city of Anchorage.
dying this survey, and also talking with
knowledgeable in Lhe area of employment for
will have more of the specifics of this
pcoming coalition meeting, which we will

present at that time.

TAX [1SSUES
Renters® Tax Credit?

Unlike Alaska, the s
credit for renters.

tates of Oreqon and California have a tax
This works within the state income tax

system, and the amount of the credit is a function of income
and rent paid. Currently 1in Alaska, a tax break 1is enjoyed by

resident home owners
deduction. The Coal
this effect.
Tax Reform;

The biggest tax refo

who can claim mortgage interest paid as a
ition might want to promote legislation to

rm issue is the continuing debate over* a

to
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proper oil and gas tax policy.

The largest producing area in Alaska is Prudhoe Bay whose
reserves represent the largest oil field in North America.
This single discovery will soon be moving six billion dollars
worth of oil to market annually. Oil company profits from the
field have been conservatively estimated at 98 billion
dollars.

Much of the profitability of the field is windfall to the
oil companies. The world-wide Drice of oil was around $2
a barrel when Prudhoe Bay was first discovered in 1968.
Then in 1973 the OPEC oil cartel began pushing prices up
to their oresent level of about $13.50 a barrel. Current
royalty agreements and severance tax laws are designed to
provide Alaskans with around 24% of the net proceeds from
production off the field, but unfortunately, the oil
companies have inflated the costs of transporting the oil
to market, thereby cheating Alaskans out of our fair share
of the revenue. For example, Sohio has inflated tanker,
pipeline, and field costs to a point where the state only
receives 36 cents a barrel in royalty payments for each
barrel of oil produced, a mere 2.6% of the sale price of the
oil.

Another hot issue 1is the state income tax for the oil industry.
Recent studies by the Department of Revenue indicate that

the large oil companies oay only 2.5% to 3% in state 1income
taxes, while Alaska corporations and wage earners pay the

full 9.5% rate. The oi] corporations are able to avoid the
payment of State of Ala .ka income taxes by "transfer pricing”
which shifts profits from Alaska to other states for tax
purposes in transactions where the oil companies are selling

a product or service from one subsidiary to another.

Both of these practices shortchange the Alaskan taxpayers
hundreds of millions cf dollars a year. Proposals for
changing the method of computing production taxes and the
state corporate income tax are currently before the
legislature, and promise to be issues next vear as well.

The 1importance of the oil tax issue 1is overwhelming. Many
important social reforms 1in housing, education, and social
services can only be financed through state revenues. Tax

relief to tenants, property owners and wage earners won"t
be meanignful without a replacement source of revenue.
Furthermore, economic develooment orooosals such as the
development of the fisheries and other renewable resources
cannot be accomplished without substantial new revenues.
For all of these needed orocirams, oil revenues are vital.

Naturally, the oil 1industry 1is using all of its power to
persuade legislators and other policy makers not to enact
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new tax reform measures. So far, the oil industry has

been very successful in its efforts. This 1is due, 1in large
part, to the lack of grass roots support for a tougher
policy towards the oil industry.

MINORITY BUSINESS

There is an organization in Anchorage, the Minority
Business Task Force, which has formed to promote minority
business in general, and 1in particular the adoption of a
ordinance by the Municipality requiring chat at least 15%
of municipal contracts be let to minoritv contractors.
The adoption of this ordinance, and the adherence to its
provisions by the City would be a positive step given the
negative impact of racial discrimination in the business
realm.

Also, minoritv businesses, especially contractors, Tface
harsh obstacles in the necessary dealings with the
established lending institutions whose standards for the
qualification for business loans and contract performance
bonds reflect racial and economic discrimination.

This 1issue 1is an important one in light of the Coalition®s
objective of economic justice. The best resolution of this
issue would prompt a reduction 1in minority unemployment

and therefore improve the economic conditions of minorities
in the community, and woula also cut into racial discrimin—
ation which 1is still very much with us.

A number of important groups within the communitv are already

aligned with this effort. Wo hope to have representatives
from these grcups as well as at least one from AMBTF at our
next meeting. We should really get together on this one.

LANDLORD-TENANT DISPUTE MEDIATION

At the CRA sponsored Citizen Participation Conference 1in
February, it was made clear that especially the poor and
the elderly have problems with landlords. Currently, the
Housing and Community Services 1is the only organization,
besides the small claims court and Maska Legal Services,
which 1is any way involved with the landlord-tenant
problem. And this 1involvement by Housing and Coomunity
Services is strictly an educational and referral service.

Years ago, the Anchorage CAP program ran a tenant"s rights
operation which offered counseling and education. When the
CAP folded, the needed service was no longer available.

The Citizens® Housing Action Coalition (CHAC) pushed for
new program to provide this service, when the rent review
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boards were set up during the pipeline boom, they were
expected to deal with no-cause evictions but didn"t in
any meaningful way. ~"he Consumer Protection Agency
within the Attorney General®s Office is not authorized
to deal with landlord-tenant problems in a mediatory
way .

In a needs assessment and feasibility report released

in October of 1977, the Alaska Judicial Council affirms
the need of a dispute mediation center to deal with
landlord-tenant problems among others. There are
numerous programs of this sort 1in operation throughout
the country which have been developed in response to
inadequacies of the court system to handle these. There
is every reason to expect that, such a program would be as
effective in Alaska as elsewhere.

While the study has already been done and recommendations
made, there is one aspect of the recommendation that the
Coalition might want to look into. Essentially it 1is

that such a center for mediation can be operated or
sponsored by either the court system or by a private, non-—
court affiliated agency. The report acknowledges the
respective benefits and problems. Whether the Council's
recommendation is followed will depend upon input. The
Colaition might want to examine this aspect of the matter
more fully and make a recommendation. One ./ay or another,
the Coalition should support the establishment of a dispute
mediation center.

DAY-CARE

Some time back the League of Women Voters 1in conjunction with
numerous orher groups exerted a very concentrated and admirable
effort toward the development of qualitv child-care facilities
and a funding program to support these. The large group
divided 1itself into two sub-groups, each with a special

task;

A. an educational task force - which worked on four

problems;

1. the scarcity of day-care homos and centers

2. the tremendous cost of providing quality
day-care

3. the cost of paying to receive day-care

4. the great need of training and on-going
supervision and support of day-care personnel

lus)
QD

legislative task force - which worked on
establishing a state day-care subsidy program

[E
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Thar.ks to this large effort, there 1is now a state Day

Care Assistance Program which provides subsidy payment
to providers based on the income of parents using the

f/idlities. The program was also designed to provide

Joans to those establishing centers for the purpose of
upgrading property to meet code requirements for this

soecial Durpose, and for the ourchase of necessary

equipment. Anchorane has also seen an increase in the
number of: licensed dav-care facilities as a consequence
of this effort. But the need for more and improved

quality day-care 1is still with us.

We are informed by the City that there is a serious need to
develop more family day-care homes ( as opposed to larger
centers ) and small neighborhood centers since these,
when well regulated, are preferable for very young
children . Some of the 1issues needing to be addressed
in order to expand the small program are;
1. a shortage of licensors
2. providing additional resources and staff to
assist the small programs
3. review of the zoning laws to oermit the
establishment of small neighborhood centers
where there is need

Additionally, if is rumored that there may be a move on
the part of the larger centers to require an increase in
the per-child subsidy provided by the Dav Care Assistance
Program, and to reduce the staff/child ratio. The reason
for this 1is reported, to be that the centers are not making
it financially.

Any good evaluation of these expected requirements/demands
should entail a definition of "making it". bike all
businesses, child care centers are entitled to a decent
profit. The argument is expected to be that with the
current level of per-child subsidy, $250 per month per
child maximum, and with the code required staff/child
ratios the centers cannot afford to operate. There 1is a
difference of course between not making enough money to
pay operating expenses and make a decent profit, and

not making as much profit as would be possible if the
children were allowed to endure a reduced staff requirement.

The quality of care in the centers 1is a direct function
of both the amount of subsidy and of the ratios. The
younger the children the more this is true since younger
children require more 1individual attention. The ratio of
staff tio children affects the quality and quantity of
interaction between the children and their care-givers.
Were the operators of the day-care centers to ask that
these ratios be changed to permit fewer :;caff persons,

the burde% of proof is on themito SQOW that Ehe quality



of care will not suffer, a burden virtually impossible
to meet unless these operators proDose to exclude the
very young children from the centers.

It may well be true that the subsidy chould be increased.
State and municipal regulations do not address the
qualifications of care-givers with respect to training

and education. IT a care-giver 1is 18 or older, alive,

and without the burden of past criminal record or emotional
disturbance, he/she 1is qualified. These are very minimal
requirements. Women in particular are presumed to be
qualified simply by virtue of their sex. Hypothetically,
an increase in the per-child subsidy would permit an
improvement or maintenance cf present quality by enabling
centers to retain their current staff levels and/or to

hire persons of more specific qualification. This 1is

some reason to be supportive of an increase provided that
data indicate a need. Given the 1importance of the function
of day-care, any increase in subsidy should be tied to
quality considerations.

There is a direct link between the number and quality of
child-care facilities, and the economic condition of women
with children, since they cannot work without these
facilities. Good day-care is a vital social service,

the quality and quantity of which should be promoted by
the Coalition.



ALASKA PUBLIC INTEREST RESEARCH GROUP
Post Office Box 1093/Anchorage, Alaska 99510/(907) 278-3661

Bmrd of Directors Hugh Fleischer. Pres : Malcolm Roberts, Vico Pres ; Julie Wroe Sec -Tress : Melissa
Middleton. Jane Angvik. Terry Stimson. Dave Case. Robert Goldberg. Joan Ray Charles. Erie Ekva'l

Coalition for Economic Justice
March 22, 1973

Dear Thelma,

Though 1it"s been a while since we"ve been in touch about
what"s happening with the Coalition, I1"m glad to be
writing to you now to say that we"ve accumulated a lot of
good information about issues suggested for the Coalition
to work on. People in the communitv have been most
cooDerative about qiving us information. We"re ready,
now, to select issues and | hope you"ll make every effort
to attend our meeting. We"ve included an outline of
information on all of these issues. We need your
attention to this information in order that the best
possible decisions be made.

Once we have a decision about starting issues, we"ll need
to formalize the Coalition. 0f course we can"t do all

of this at the next meeting. So we"ll need to schedule

a meeting shortly after this one to attend to formalizing
business.

In addition to myself and Sara Tifft, a new Coalttion staff
person who"s been great to work with the past month, we
hope to have others at the meetina who"ve contributed to
our .information who"lIl be able to give you further details
in order to facilitate your deciding.

It promises to be a most interesting meeting and will be

held Tuesday, March 23th, from 5:15 to 7:00 p.m., at the

Community Center at 325 E. 3rd Avenue, in the Tfirst floor
conference room.

Again, without your participation and input the Coalition
cannot be effective. With your participation, we can go

far toward improving the quality of life for large numbers
of people. You DO make a difference. IfT it should haopen
that you"ve made a nrevious commitmen.. for this time, please
send someone from your organization in your place.

Sincerely,

vhinda /Tra(IgAr;> CEJ Coord,
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OEPT. OF HEALTH AND SOCI AL SERVICES

Catastrophic Illness Committee Pouch H-06
Juneau, Alaska
99811

April 4, 1977

Legislature”.
iocu:ri3nfffGeneral ftIff
The Honorable Charles Parr e
Alaska State Legislature
Poiiui V
Juneau, Alaska 99811

Dear Representative Parr:
Re: Catastrophic Illness

We welcomed the recent opportunity of discussing with you some of the
concerns of the Catastrophic Illness Committee which have developed
during -"ur deliberations promulgating regulations by which the Committee
may implement the legislation. We have attempted to develop regulations
applicable to Alaskans but following many of the concepts expressed in
regulations utilized in Rhode Island and Maine. We have held hearings
in Anchorage, Fairbanks, and Juneau regarding the regulations and have
reacted favorably to some of the constructive criticisms received.
Concern has been expressed by Alaska Legal Services concerning the floor
of $1,000, below which no claim will be considered”by the Catastrophic
Illness Committee. Concern has also been expressed regarding the grey
area between the level of income under which medical costs are covered
under the GRM Program, or categorical situations covered under Medicaid,
and the floor of the Catastrophic Illness Regulations. We recognize
this grey area out feel that the Catastrophic Illness legislation was
not designed to fill all the gaps and that the legislature may need to
react to this gap subsequently or to encourage medical assistance to
continue to utilize a program of medical exceptions in these circumstances.

The Committee does wish to alert the Legislature that the level of
funding projected for this legislation will probably be inadequate.
Since it is new legislation, the $300,000 projected for this present
year may be adequate. However, we feel that for the next fiscal year
the $450,000 projected will probably be considerably short of the need
and tfiat the budget may more realistically be more than $1,000,000.
Accurate projections are impossible to obtain as we have no prior
experience to guide our deliberations.

%
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The Honorable Charles Parr -2- April 4, 1977

In view of the projected budget override, the legislature may wish to
guide us through the legislative process and there may be a number of
alternatives that could be considered in your deliberations. One
alternative would be to raise the floor of minimal medical expenses that
would., fie considered by the Committee. Certainly if the floor was raised
-f£q_$5,000” as an example, the number of claims under this legislation
woum be considerably reduced. Criticism would be generated, however,
by advocate groups concerned with the protection of lower income situa—
tions and the hiatus between GR Med and Catasj ophic Illness coverage
would be further increased.

A second alternative might be to limit the Catastrophic Illness coverage
to categorical diseases Which could be considered as Catastrophic Illnesses.
This could further be limited to diseases that are not totally incapaci—
tating but require a continuing level of medical support beyond the

means of ordinary income if an individual 1is to remain productive. The
rational of this limitation would be that these are individuals who need
additional support to continue working and the alternative 1is perpetuation
of an invalid state because they could not earn enough money to meet the
medical expenses, and if they are working they would not be covered

under Medicaid or one of the other assistance programs. Diseases which
could be considered under this category would be hemoohilia. progressive
jeoenerative neurologic conditions requiring continuing levels of majjcal,
supp-Qr--L conditioris unHe"PwTTfclTT pe~rrson may continue to be productive
such as multiple sclerosis. The additional costs for chronic renal

dial vsis not covered under the Federal Medicare Program would be included,
as would chronic pulmonary disease requiring home or ambulatory oxvgen,
and blood dyscrasTas such arifeiitemia which now has an improved prog-

nosi sHTITpproiirTatel.y treated, but is a disease in which the treatment
program is extremely costly. While the Committee feels this is a

possihlp ripnrnnr-h, we do not Fee" it is realistic. If the Committee was
TeFt latitude iri designating jJJjiesses to be covered, it is our impression
that there would be a number of potervtiaT lawsuits against®this type of
regulation,. ~ ~ L

Thank you for your consideration of the concerns of the Catastrophic
Illness Committee and we would appreciate any assistance you could
offer us in resolving the problem areas of this program.

Sincerely,

<1
ft _kkgkkk

Robert 1. Fraser, M.D.
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MINUTES OF HOUSE HESS COMMITTEE
May 6, 1977

The meeting was called to order by Chairman Parr at
3:15 p.m. Members present: Mr. Parr, Mr. Nakak, Mr. Chatterton,
Mr. Phillips & Dr. Beirne.

Absent: Mr. Bennett, Mr. Ose, Mr. Cotten and Mrs.
Buchholdt.

Chairman Parr announced HB 409 was on the agenda and
Michael Thomas an attorney from a local law firm testified
on behalf of the American Council of Life Insurance. He said
he also worked closley on matters such as HB 409 with the
Health/A8 886?8«€?on of America. Two concerns with regard to
Section 2£5 were: He felt it was clear in context that the
benefits provided for applied only to needy persons as opposed
to all persons. Said they believed this because Article 2
in which the statute is found, 1is entitled General Relief
Assistance and he read Sec. 120. Stated "needy person" was
defined in Sec. 300. Said they felt it was fairly clear
that Sec. 255 fell within these perimeters and the eligibility
under that section is limited to persons who are needy. He
said the second concern was that the catastrophic illness
committee established by Sec. 255 should not be given so much
latitude that they can, by regulation,” discourage
individuals and employers from buying insurance or in other
ways providing for disability hospitalization. Felt there was
very wide insurance coverage in the state at the present time.
Said th». committee had been made available some copies of
provisions that had been enacted in Rhode Island to meet some
of the problems that are inherent in undertaking to provide limited
assistance to citizens who can"t otherwise get private health
insurance Said this was made available as an example of a
fairly c fully draftedset of provisions which take into
consideration what the proper degree of state liability might
be and what the proper interface might be between state program,
private insurance and other government programs.

HB 409

Thomas

He said they have drafted some suggested language which

should be 1in the folders. He said with regard to the specific
language of 409, said this goes in the opposite direction from
the rest of the Chapter on relief assistance. Said this language

would be to repay the people who give assistance and prohibit
recoupment by the STate against the person, his estate or other
people who do noi: contribute to the medical needs. He said
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that the Association ha”“costed the regulations that have been
suggested by the Dept, under Sec. 255 without this amendment

and they estimate $375,000 per year, plus or minus 25 per cent.
Said that is without intermediate care facilities being covered.
He said if the legislature intends a Drogram under Section 255
to benefit a*1 persons and not just the needy, then he felt

the statute really needs very extensive revision and expansion
to Drovide for the kinds of considerations and that it ought

to be studied over the interim to make certain that all incentive
to insure or take advantage of other programs or access 1is

given to the state treasure is not taken away. He said in that
event, Section 255 should be repealed or its effective date
should be put off until such time as the legislature can make

a definitive statement as to what it wishes to have covered.

There was discussion as to 3rd party sources and who
the third party would be. Discussion on the limitations for
life insurance.

Mr. Thomas was asked if the Association wo”’ld have any
objection if it were mandated that every company which sold
group health plans offer catastrophic health insurance?
Mr. Thomas said there was a problem with this.

Next to testify was Elizabeth Arnold from the Attorney
Genera®ls Office. She said she agreed with Mr. Thomas®"™ statement
wherein he said they need guidance from the legislature.

Said there is extremely little guidance in the statute or
in terms of legislative intent. She s d it seemed the fundamental
issue was "who was intended to be covered". She told of public
hearings they had had on the subject. She elaborated on the
fact that if it is intended for the needy person, their meuical
bills are already covered under general relief. Said she didn"t
know why this particular section was even Dut in. She said
even if there isn"t a constitutional problem about the catastrophic
committee acting as it has acted because of the statute and
nr jor imolications as it was interoreted, the regulations are
re vulnerable to attack than if they clearly set out what
tastrophic illness was, what groups would be covered and how
je funding was to work and is the committee expected to stay
,ithin the appropriation, etc. She felt either the statute
should be repealed and the concept dropped and the committee
should continue paying off the people whom they have obligated money,
or the statute should be seriously over-hauled. Felt outside
experts should be brought in , the experience of other states
who have had this type of legislation should be studied, if they
don"t repeal the section, the committee needs some kind of amendment



Frazier

to at least indicate what group is to be covered and if
they are expected to stay within the appropriation or whether they
can expect to receive a supplement.

Mr. Phillips said it was his understanding that this
law was supposed to apply to the middle class people and not
just the needy people.

Mr. Chatterton felt it was necessary to have something
in the statute.

Mr. Nakak said he doesn"t feel a means should be used to
decide whether someone should qualify for catastrophic illness
assistance.

Next to testify was Dr. Frazier with the Division of
Public Health. Said a lot of his testimony was already
presented by Ms. Arnold. Said he thought the decision that
the committee is left with is what facilitated action can
occur now that we enable the committee to operate during the
next year or should the whole legislation be discarded.
Said there was concern about the over-ride on the budget
He said their experience .so far is that 11 cases have been approved
with an authorization of*53,284. 14 applications have been
denied, additional 10 were not considered because they were
not qualified. 35 applications are pending. Said it is
a new program and hasn®"t been heavily advertised and still
not sure how the expenditures will run in another year. Said
for this fiscal year it looks like they won"t expend but about
half of the funds and they don"t know what will happen next year.
Said he felt that the guidelines that have been drawn up by
the committee demand a sufficient amount as the applicant®s share,
that it won"t discourage the purchase of insurance. Said they
do need guidelines from the legislature as to whether they
should continue the activities of the committee, whether they
need to limit expenditures to the amount budgeted or whether
rhe legislature would consider favorably a supplemental request
if this becomes necessary.

After much discussion Ms. Arnold said she would like
to submit by Monday, something in writing, in moving this
out of this chapter, deciding where it should be put, not
doing a major revision but including what the determination
of eligibility in addition to allowable costs Icyels and what
reimbursements should be made by the committee. Felt this
would be a help to the committee in determining who is going to
be covered.

Mr. Chatterton objected in that he felt some action
should be taken on the bill due to the lateness in the Session.

Mr. Parr said they could meet the next day after the
Session and take the bill up again if Ms. Arnold could come
back with the draft by then.
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Action

Mr. Chatterton moved that on Line 9, page 1, strike
the words "amended to read" and replace with "repeal".
After much discussion a vote on the motion showed it to fail.

Mr. Parr said the bill would be brought up again on
the next day right after the Session adjourned.

The meeting adjourned at 4:45 p.m.



MINUTES OF HOUSE HESS COMMITTEE

April 15, 1977

The meeting was called to order by Chairman Parr at 3:30

p.m. Those present were: Parr, Chatterton, Buchholdt, Phillips,
Bennett.

Absent: Nakak, Ose, Cotten & Beirne.

Chairman Parr announced that HB 409 would be taken up and
asked Mrs. Buchholdt to speak on her bill. She told the committee
her reasons for introducing the bill, the main one being trying
HB 409 to correct problems that have occurred with people she knows 1in Anchorage
who have had an illness and had to sell their homes and all in order
to pay the medical bills. She said she would be happy to expand the
bill.

Next to testify was Dr. Robert Fraser, Director, Division of
Public Health. Dr. Fraser said the Department®s concern with the
Fraser bill is with the budgetary restriction. He said they do recognize
the present bill does penalize people who have made the effort
to meet their costs by going into debt, borrowing money for relatives,
( etc., and are sympathetic with them.

Mr. Parr informed the committee that he had met with Dr.
Fraser and Mrs. Jund (from the Department) a few weeks back regarding
this bill. He said this bill had been before the House last year
and explained why it did not pass then. Said the committee would have
to take a look at this bill and use it as a vehicle to resolve
some of the problems facing the Dept, of Health & Social Services.
He gave his views as to several alternatives.

There was discussion by members as to what a catastrophic
illness was, whether to one person it would be catastrophic and to
another person it might not be, depending on their financial status
and how they defined catastrophic illness.

Dr. Fraser said the committee on catastrophic illness first
met in November and their initial problem was regulations. They
felt the fewer regulations they had would be best but said the
Attorney General®"s office told them this would get them into trouble
and that they need regulations and a formula to go by. Said they
have proce ssed the applications that have been forwarded to them,
they have made disposition on roughly $100,000 worth of clainms, Said
a number of claims have been denied, utilizing the formula.

Mr. Bennett said he would be very apprehensive if they started
identifying the give or take 100 different disease conditions. Said
1 you could get into a combination of other conditions. Said perhaps
basing it on a scale based on income which has a financial value
you cou'Ci identify he thought pelhaps was the only way to halfway

be reasonable about it.



Dr. Fraser said they have approved approximately C applications,

( denied about 15 and have about 15 or 20 that did not qualify

due to the low amount of their bills. Said they had 25 pending

that they had requested more information on. Dr. Fraser was asked

by Mr. Chatterton how long it would take them to act on the ones

they are waiting information on. Dr. Fraser said depending on how

quickly they got their information back they had requested but if

they got it back within the next 2 weeks they could have them

processed within the next 2 months.

Mr. Parr asked Dr. Fraser what the budget called for for this
year. Dr. Fraser said they had asked for $300,000 for this year.
He said the” had no previous experience to go on so just had to
judge as what to ask for.

Dr. Fraser said much of their guidance 1in drawing up regulations
was on the experience of the State of Maine. Said in trying to project
the amount they need in Alaska is hard -because of some very expensive
problems, said a premature infant may have bills up to $35 or $40
thousand dollars. Someone in a skilled nursing facility for a period
of time, 10 patients in that category would utilize the entire budget.

There was then much discussion as to the possibility of the
state buying insurance for this type of illness through an insurance
company.

Next to testify was Jim Pfeiffer, Deputy Director for the

( Division of Insurance and a member of the Catastrophic Illness Committee.
Ffeiffer Said theway he understood the bill it would allow payments to be
made to the person who made the original payments. Said the origin?l

bill contemplated payment to medical providers only, but now payment

can be paid to a relative, friend,or whoever paid the medical provider.
Said he would oppose that type of amendment. Said the original bills
intent wa® to provide a source of funds for persons suffering a
catastrophic illness who had no other fund and source available.

He said if a person could tap a friend or relative he didn"t believe

the state should absorb that cost Said he felt this would add and
compound the problems of the committee. Said he thought the administratio
of such an amendment would be difficult.

There was much discussion with Mr. Pfeiffer regarding a group
insurance policy for the entire state of Alaska as to what the
preimiums wculd be etc.

Mr. Parr asked if it would possible to structure a program to
match the amount of money instead of matching the money to the progranm.
Mr. Pfeiffer said it was an approach that had a great deal of logic.
Said he has sent these regulations to Blue Cross and they had indicated
from their already existing records in the State to try to come up

with an answer. Mr. Parr informed Mr. Pfeiffer there wasn"t much
point in havina legislation that tduld offer false hope to people
and then not funding it°F Said it would make more sense to have

something on the books that would be funded by the legislature so the
people would know the money was there if they qualified but said he
had no idea what would be appropriated but presently doesn"t see

the 1.2 million being there even with the oil money.



Mr. Bennett asked if they had a dollar figure to Drovide a
program like the one they had discussed that would have a true
catastrophic coverage. Pfeiffer said they have not but the closest
thing is what he has asked Blue Cross to do. Mr. Parr asked that
he furnish us the material when he got it from Blue Cross.

Mr. Parr said for personal policies, he understood Blue Cross

policies have a dollar limit. Mr. Heueisen said mostepolicies covered
up to a quarter of a million dollars. State employees policy
is $250,000 maximum (lifetime) per individual. There was discussion

on the different types of policies.

Mr. Parr asked the Committee to hold off action on the bill
until we received the information requested from Mr. Pfeiffer back.

The meeting adjour. »d at 4:50 p.m.



or ALASKA
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

1The Honorable Charles H. Parr May 4, 1977
State House of Representatives hieno
SIS’ SUBJECT:
James E. Pfeifer N Catastrophic Illness Legislation

Deputy Director
Division of Insurance

Since another commitment prevents me from testifying before your committee on
Friday, May 6, 1977, 1 present the following written comments:

At your April 15, 1977 committee meeting you requested information as

to the anticipated cost which could be attached to the catastrophic
illness legislation as currently reflected in the regulations drafted by
the Catastrophic Illness Committee.

I have contacted the Health Insurance Association of America (I11AA) and
Blue Cross of Washington and Alaska for assistance 1in cost projections.
Neither source was willing to place much reliance on cost projections
because of the unavailability of the necessary statistics.

.,th the understanding that these projections will be viewed as very
rough estimates, 1 present the following:

The HIAA projected an estimated maximum cost of $057,000 for the fiscal
year jeginning July 1, 1977. This estimate considers substantial inter—
mediate care confinements which is an area of coverage of great concern
to HIAA and one which can significantly impact costs.

A copy of a letter from HIAA is attached to this memorandum. Mr. Charles
D. Kuhnen, Counsel, raises a number of valid questions and concerns about
the legislation and regulations. 1 should point out that ont; of his
major concerns 1is that the Catastrophic Illness Committee may have ex—
ceeded its authority in defining the legislation as being available for
all of the people of Alaska. Even if one determines that the legisla—
tion was not intended to be limited to needy persons, the fact that it is
included as a part of the statutes governing general relief assistance
for needy persons raises a number of questions. I refer you to

Mr. Kuhnen®s letter for further details.

Blue Cross developed its projections by examining the experience of a
large group plan in Alaska. Costs were related to an assumed population
group which would he eligible for the program. In other words, Alaskans
covered under other programs (such as Medicare, Medicaid, private in—

surance coverage, the military, Native Health Act, etc.) would be ex—
cluded.

On the assumption that. 10 percent of Alaska®"s population would be elig—
ible, the total cost would be estimated at $1,418,000. Blue Cross
acknowledges that the 10 percent estimate could he high. Even if one



cjts it in half, however, the cost would be over 5700,000, well above
is appropriation.

-:cause of the magnitude of these projections as well as the wide var—
iance, it aooears prudent to me that the MESS Committee should take a
position on this matter in the current session. If the MESS Committee
is satisfied with the scope of the current regulations, then an addi—
tional appropriation probably would be required.

On the ot"nerhand, if your commitee believes that the regulations clo
rot fall wishin the intent of the law, then more specific direction
should be given to the Catastrophic Illness Committee.

Yo.. should he aware that our committee is now reviewing and approving

claims on a regular basis. As of this date, claims totaling $53,000

cave been approved. This number may appear small but you must con-
ider that the committee has been approving claims only for about

two months and mors importantly, this program is not yet well known

in the State. Pending claims on hand yet needing further information

could well double thp total above.

If 1 cm provide further information or assistance, please advise.
iJEP/wj/2/6
cc: Al Ose Samuel R. Cotten

Alfred C. Hakak M. F. Beirne

Don Bennett C. V. Chatterton

dandy Phillips Martin Seve.

iielma Buchholdt iVwbect Fraser



HEALTH INSURANCE ASSOCIATION OF AMERICA
CHICAGO NEW YORK WASHINGTON

Chicago Office

LEGAL DEPARTMENT 3% St Nichigen Avenue
Charles D. Kuhnen, Counsel Chicap, i 60t
(312) WL

April 22, 1977

Y Ul Gt PN
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Mr. James E. Pfeiffer, CPA CLU

Deputy Director Liu Arr201C77 1))

State of Alaska
?< [O= Tl 1GF 1e =
Diviston of fhsurance . - L

Pouch "D" U~
Juneau, Alaska 99811

Re: Alaska Catastrophic Medical Care Costs Law; Proposed Regulation;
H. B. 409

Dear Mr. Pfeiffer:

You have asked for our comments about the proposed regulation of the

Catastrophic Illness Committee, which is intended to implement
AS 47.25.255, and for any cost estimate we might have for the catas-
trophic illness plan set out in the regulation.

The proposed regulation shows that the Committee gave considerable
thought and study to the problems involved in developing such a plan.
We have several suggestions for you to consider, based on the insurance
experience of our companies, on the experience of the plans in Maine
and Rhode Island, and on my own experience working with the Arizona
Legislature to try to establish a workable plan for that State. In this
letter | will mention some of our serious concerns, leaving details and
other suggestions for a later letter.

THE STATUTE

We have one very fundamental difference with the Catastrophic Illness!
Committee. This is over the meaning of the statute itself. To us, the
statute quite clearly authorizes the payment of catastrophic illness
benefits for needy persons who are eligible for general relief assistance.
The proposed regulation, to the contrary, would make all residents of
the State eligible for catastrophic illness benefits.
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Mr. James E. Pfeiffer @)
April 22, 1977

In order to make anything more than a general guesstimate, our actuary
would need to have a more definitive plan and considerably more informa—
tion.

His rough estimate, from what information we have including your explana—
tion of anumber of points that are not clear in the proposed plan, is about
$.90 (plus or minus 25%) per Alaska resident for the fiscal year beginning
July 1, 1977, or about $375, 000 25% for a population of about 413,000.

If intermediate care facility confinements are covered, and if there is a
substantial amount of covered intermediate care confinements in Alaska,

the figure could be as much as 40% higher on that account.

As with any insurance program, claim costs are likely to run significantly
beitrw such costs in later years, when the program is better known to
eligible claimants. Also the costs of health care services are continuing
to rise at a high rate, and the rate of this increase will have a substantial
effect on future costs.

C DiC: rt
Enclosure



CATASTROPHIC ILLNESS PROGRAM DETERMINATION FORMULA

AMOUNT TO BE PAID BY APPLICANT*

PART 1 - INCOME MEASURE
Annual Gross Number of family members
Income 1 2 3 4 5 6 7 or
more
5 0 - $ 5,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
$ 5,001 - $ 5,600 1,275 1,000 1,000 1,000 1,000 1,000 1,000
$ 5,601 - $ 6,200 1,575 1,275 1,000 1,000 1,000 1,000 1,000
$ 6,201 - $ 6,800 1,950 1,575 1,275 1,000 1,000 1,000 1,000
$ 6,801 - $ 7,400 2,325 1,950 1,575 1,275 1,000 1,000 1,000
$ 7,401 - $ 8,000 2,700 2,325 1,950 1,575 1,275 1,000 1,000
$ 8,001 - $ 9,000 3,150 2,700 2,325 2,000 2,000 2,000 2,000
$ 9,001 - $10,000 3,750 3,150 2,700 2,325 2,000 2,000 2,000
$10,001 - $11,000 4,350 3,750 3,150 2,700 2,325 2,000 2,000
$11,001 - $12,000 4,950 4,350 3,950 3,750 2,700 2,325 2,000
$12,001 - $13,000 5,550 4,950 4,350 3,750 3,150 3,000 3,000
$13,001 - $14,000 6,150 5,550 4,950 4,350 3,750 3,150 3,000
$14,001 - $15,000 6,750 6,150 5,550 4,950 4,350 3,750 3,150
$15,001 - $16,000 7,350 6,750 6,150 5,550 4,950 4,350 3,750
over - $16,000 Amount from $16,000 line plus 75% of income over $16,000.
PART 11 - LIQUID ASSET MEASURE
Amount of Percentage of Liquid Assets
Liquid Assets to be applied to Medical Expenses
0 - $1,000 -0-

$1,001 - $2,500 50% of excess over $1,000

$2,501 - $5,000 $1,250 + 75% of excess over $2,500

over $5,001 $3,125 i 100% of excess over $5,000

*1t is the joint responsibility of the provider and the applicant, to arrange a payment sched—

ule - “to retire the amount to be paid by applicant.
Example 71 Example o2 Example #3

Total Medical Expenses $20,000 $20,000 $20,000
Gross Income 6,200 16,000 30,000
Number of Family Members 4 4 4
Liquid Assets 1,500 1,500 1,500
Amount to be paid by Applicant:

Part 1 - Income Measure 1,000 5,550 16,050

Part 11 Liquid Asset Measure 250, 250 250

Total - Applicant 1,250 5,800 115,300

Total Medical Expenses 20,000 20,000 20,000
Balance I ligible for

Catas trophi ¢ Ill ness Program $18,750 $14,200 $ 3,700

Monthly payment by applicant

Assuming 3 year payment Schedule

lor Part 1 above $ 28 154 $ 446
% of Gross Income 5.47". 11.6% 17.8%

"0U: ficant tax benefits would reduce the impact 8{
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EXPENDITURES (Thousands of Dollars)
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100  PERSONAL SERVICES
200 TRAVEL .
300 CONTRACTUAL
400  COMMODITIES

500 EQUIPMENT
600 LAND & STRUCTURES

100. GRANTS. CLAIMS. ETC.

TOTAL

FUNDING  (Thousands of Dollars)
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GENERAL FUND
FEDERAL FUNDS

OTHER Specify)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

IIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section Ill)

NONE

NONE

V. DATE April 5, 1977 WD BY
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CATASTROPHIC

ILLNESS PROGRAM DETERMINATION FORMULA

MINIMUM MEDICAL EXPENSES FOR CONSIDERATION

ANNUAL GROSS

MINIMUM

SALARY MEDICAL COSTS
0 -%$ 5,000 $ 1,000
$ 5,001 -$ 8,000 $ 2,000
$ 8,001 -$12,000 $ 3,000
$12,001 -$16,000 $ 4,000
$16,001 - over $ 5,000
¢ANNUAL SHARE FORMULA
Annual Gross Number of family members 8 or
Income 1 2 3 4 5 6 7 More
$ 0 - $ 5,000 333 333 333 333 333 333 333 333
$ 5,001 - $ 5,600 425 333 333 333 333 333 333 333
$ 5,601 - $ 6,200 525 425 333 333 333 333 333 333
$ 6,201 - $ 6,800 650 525 425 333 333 333 333 333
$ 6,801 - $ 7,400 775 650 525 425 333 333 333 333
$ 7,401 - $ 8,000 900 775 667 667 667 667 667 667
$ 8,001 - $ 9,000 1,050 900 775 667 667 667 667 667
$ 9,001 - $10,000 1,250 1,050 900 775 667 667 667 667
$10,001 - $11,000 1,450 1,250 1,050 900 775 775 667 667
$11,001 - $12,000 1,650 1,450 1,250 1,050 1,000 1,000 1,000 15000
$12,001 - $13,000 1,850 1,650 1,450 1,250 1,050 1,000 1,000 1,000
$13,001 - $14,000 2,050 1,850 1,650 1,450 1,250 1,050 1,000 1,000
$14,001 - $15,000 2,250 2,050 1,850 1,650 1,450 1,250 1,050 1,000
$15,001 - $16,000 2,450 2,250 2,050 1,850 1,650 1,450 1,250 1,050
over $16,000 Amount from $16,000 line plus 252 of income over $16,000.
¢Annual Share will be required for a period of 3 years.
Amount of Percentage of Liquid Assets
Liquid Assets to be apolied to Medical Exnerises
0 - $1,000 -0-
$1,001 - $2,500 50% of excess over $1,000
$2,501 - $5,000 $1,250 + 752 of excess over $2,500
over $5,001 $3,125 + 1002 of excess over $5,000
- - [ . )
EXAMPLE: Gross Income - $6,200; Liquid Assets - >1,500;
Medical Expenses - $5,000; Number of Family Members - 4.
TOTAL MEDICAL EXPENSES $5,000 (Qualifies as it exceeds minimum of $2,000)

ANNUAL SHARE - $333 X 3 years 1,000
BALANCE T,TO
LIQUID ASSETS (502 of $500) 250
BALANCE ELIGIBLE FOR PROGRAM* $3,750

¢Subject to requirements of regulations.



LAW OFFICES OF
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March 14, 1977

Catastrophic Illness Committee
Pouch 11-06
Juneau, Alaska 99811

RE: Comments on Proposed Catas—
trophic Illness Regulations

Oear People:

Pursuant to Commissioner Williamson"s notice of Febr -*ry 2nd,
1977, | am submitting the comments contained in this letter for
the Committee"s consideration. The catastrophic illness progranm
has the potential for providing substantial benefits to many of
our clients. The draft regulations, however, contain a number

of provisions which, if not revised, may adversely effect the
substantive and procedural rights of a number o*7 el icrible persons
and involve the Committee in protracted litigation.

Before commenting on specific sections of the proposed regulations,
I would like to point out that one of their most serious short-—
comings 1is that they fa*l*toMreojri“re that the catastrophic 1illness
program b= publicised.. There is. thus, a real d.-m.m- that the
program will become a secret benefit which will - like the Medicaid
program--be unused by largo numbers of eligible persons. This even—
tually is manifestly contrary to the legislative intent behind

AS . 1/.29 .2ppr; it can be avoided if "the Committee adopts a require—
ment. that posters publ iciz ing the avai lahi lLitv of beno rjfss and
applications bo displayed in the emergency rooms and entrance areas
ol stato Ilrpncm,I hnmp ITils and of public bui 1dinnr.. A similar *
requirement has been placed on the Violent Crimes Compensation

Board and has contributed significantly to Ihfl Success oi its*eff—
orts.

I. COMMENTS ON SPECIFIC PROPOSALS

7 AAC 48.010 There are two sources of potential difficulty in

this section. The Ffirst: lies in its reuuircment that applications
be made "iu t.Im m.inner proscr il.erl" on the application form? ThougTi
the form and "instructions relating to the use of the Form"™ are
expressly excluded from coverage of the m | ine nmuianrK of
the State Administrative Procedure Act- 6 as .44 .62 .01 (pot scq], an
attempt to use the instructions as a vehicle lor substantive rule—
making would bo clearly violative of the Act"s terms. For example,
an instruction on the form requiring applications to be submitted
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within a certain time period after medical treatment 1is received
would undoubtedly constitute a "regulation™ as defined 1inAS.
41.62.640(a) (2) and, thus, no subjected to the procedural, re- ja@
quiroments inlAS. 44 .62 .040--.29(.

The second difficulty lies ip subsection (d) ® provision seating
that no application will be considered unless inodicjUbi~ls re—

lated to the catastrophic illness total more Idvn it seems
that the Legislature intended two elements to be rrrmsffnt for an
illness to be considered "catastrophic”"- a medical element and an
economic element. Though it may be possible to set up objective

medical standards for determining whether an illness has sufficient
physical or mental impact to be considered catastrophic, whether
its economic 1impact rises to the level of a catastrophy 1is a

purely subjective measurement. For some persons medical bills
totaling $500. may constitute a catastrophy while other persons
might be able to absorb expenses totaling many thousands of dollars
without assistance. Arbitrarily setting a cut-o*7% pcint for the
economic element of the definition of a catastrophic illness will
exclude an entire class of people whose medical bills are less

than $1000. but arc. suffering a disastrous economic imnact from
the illness due to the fact that their expenses are very hioh

in relation to their 1income.

There 1is a high probability that such a classification violates

(die right to equal protection of the law granted these class
members by the Alaska Constitution. When dealing with a regula—
tion of an economic nature, such a violation exists if the class—
ification does not bear a "fair and substantial vrelation to the
purpose sought to be advanced" by the legislative scheme. Issacson
v. Rickey, Alaska Supreme Court Opinion No. 2550 (1976).

A regulatory classification excluding persons whose medical bills 1
are less than $1000 from .the coverage of AS. 47.25.255 does not
bear a fair and substantial relation to the Legislature®s pur- I
pose in passing that statute. The catastrophic 1illness law was |
directed at helping all persons who suffer a serious economic |
impact as a result of severe medical problems. As has already )
been pointed out, this impact can exist when expenses arc less /
than $1000.

n response to this criticism it might he argued that people whose
incomes are so low that bills of less than $1000. represent a
serious 1impact would be covered by the Medicaid or General Relief
Medical Assistance Program. This argument 1ignores the fact that
GRM and Medicaid eligibility requirements are quite restrictive and
the benefits of those programs are not available to large numbers
of poor people.
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Alternatives to the arbitrary cut-ofF point do exist. The
Committee could, for example, develop a formula similar to

that proposed in 7 AAC 48.070(a). The purpose oF this formula
would be to determine at what point a persons financial resources
are 1inadequate to meet medical expenses. Such a formula should
not be adopted without public input. See comments to 7 AAC. 48.
070(a), infra.

An even better alternative to the arbitrary cut-ofr point would
be to adopt a formula similar to that used by the State of Cal —

ifornia to determine medical indigency. That formula 1is contained
in California Welfare and Institutions Code .914.005.7 (copy att—
ached). If applied in Alaska®"s catastrophic illness program it

would operate as follows:

Step 1--Thc Committee would determine the amount by
which the applicant"s income exceeded the GRA and GRM
standard of need

Step 2--Thc Committee would determine the value of resources
not excluded under 7 AAC 48.070(c).

Step 3--Thc value of the excess income derived under Step
1 and the resources described in Stop 2 would be added.

The sum obtained would then bo compared to the applicant *s
medical bills. IfT the total bills exceeded the sum of the
above-described assets there could bo a finding that the
illness had had a catastrophic economic impact.

7 AAC .48.050. The exclusion 1in subsection (e) of psychological

or psychiatric treatment not required by court order 1is over—
broad. It is quite possible that a p rson may suffer emotional
difficulties which arc severe enough to intervere with his abil —
ity to support himself or his family but which would not justify
court-ordered treatment. Severe depression or persistent anxiety
may, Ffor example, interfere with a person®s ability to hold a job.
The definition of excluded psychological or psychiatric treatment
should be narrowed so that such persons will be given the benef.il
of AS 47.25.255 (unless they can receive help from public agencies
of programs in their community). *

7 AAC. 48.070 (a) - 11 is unacceptable: lor the formula which will
determine"”™ what benefits people receive t.o be devised wi thout

public comment. Whatever formula 1is suggested will not relate
solely to the Committee®"s internal affairs but will directly
affect the public. It is, thus, a "roqu Lation" as defined 1in

AS .44 .62 .640 and must be adopted pursuant to the Administ.rallve
Procedure Act® If the Committee fails to utilize the Act"s rule-
making procedures and promulgating the formula the first person
whose benefits are denied or reduced as a result of 1its application
will have a cuase of action based on the illegality of the procedur
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used to adopt it.

Any proposed formula should be based (upon notJ not gross, incone,
for a formula based upon qross income* Wi.il-1 Tnnore the applicant”j

necessary non medical expenses and, thereby, underestimate the true
impact of medical bills.

7 AAC.48.070(c). The main shortcoming of th ™ section is that
it does not exclude restricted property such as native aiiotm-.
or Townsite lots from consideration as assets. This realty is
restricted property which under federal law and regulations is
held 1in trust by the Secretary of the Interior and is not freely
alienable. It, thus, cannot be liquidated to meet medical ex—
penses. 43 USC. 85270-1, 732-733; 43 CFR. 82561.3.

nts

The subsection also fails to cxdude the Alaska Longevity-Bonus
from consideration as income. This failure contravenes the pur—

pose of the Longevity Bonus Statute, as set forth in AS.47.45.
170 .

In light of the foregoing, the following language should be added
to the subsection:

"(8) Money received from AlasKa Longevity Bonus fund.

"(9) Lauds held pursuant to the Allotment Act of 1906
(43 USC. 82/0-1 et seql.

"(10) Lands described 1in restricted deeds issued by the
Townsite Trustee, U.S. Department of the Interior."”

It is also suggested that & .070(5) be changed to read, "one
thousand dollars of liouid assets not otherwise excluded by

this subsection". In light of the definition of "liquid assets"”
in 7 AAC. 18.130 (H). such a change would clarify the apparent
intent of clause (5).

N AAC .48.080 (b) . See discussion of $1000. eut-ofl point, raipra.

7 AAC.40.080(d). This subsection appears to allow the Committee
to consider the overall availability of catastiophicillness funds
in deciding individual cases.AS.47 .25. 255 do"-s not grantthe
Committee such discretion. By passing the statute the state Hlar,
undertaken to grant all persons suffering from catastrophic ill—
ness benefits of the legislative scheme. The Committee cannot
shirk this responsibility to individual applicants by considering
the overall availability of funds.

7 AAC.48.080 (¢). This provision is ambiguous. The "other fact—
ors or circumstances”™ should be specified.
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I A/C. 4Q.Q090-.11Q There 1is little reason for interposing the
reconsideration procedure between the decision of an application
and .ie fair hearing which 1is required as a matter 0", procedural
due process. Though it might be said that a reconsideration may
serve to narrow issues on appeal, the issues which will arise as
the result of adverse decisions on applications will most likely
revolve around narrow TFfactual questions anyway (e.g; the appli—
cant's 1income, the nature of his assets, the character or impact
of his 1illness). Furthermore, requiring a reconsideration will
have the effect of clogging the Committee®s calendar with disputed
matters that could bo expeditously resolved by hearing officers
and could affect its ability to deal efficiently with now appli—
cations .

The most significant arguements against having a reconsideration
prior to a fair hearing is that, as structured in the proposed
regulation, the reconsideration will have a chilling effect on

the exercise of (lie right to a hearing by many low income people

in the state. In order for the reconsideration to be obtained,

the applicant must submit, a detailed written statement along

with supporting documentation. A substantial portion of the state®
low income population is not used to expressing arciuments in writ—
ing. The reliance on written statements of grounds by proposed
8.090 wi. L1 di scourage a number of people 1in this category from
pursuing meritorious appeals.

Anot her defect wi Ih the proposed regulations relating to appeals
procedures 1is that they do not require applicants t.o be notified
regarding their due process rights when adverse decisions are
rendered. As was recognized in Aquchak v. Montgomery Ward Co.,
Inc. t 520 P ,2d 1152 (Alaska 1974 ), applicant:;" procedural clue
process rights will only be protected i! the notices regarding

the Committee™s decision are reasonably calculated to apprise them
of these rights.

To remedy this shortcoming | propose that the following pro—
visions shall be added:

"AIl information describing hearing rights and procedures
and rights to representation sha ll be printed in bold—
face tvpo on the front or facing page of the notice 1in—
forming the applicant of the Committee®s decision. In
addition, the front or facing page of the notice shall
indicate that those unable to hire legal counsel to repre—
sent them may be able to obtain assistance from Alaska
Legal Services Corporation.”

The provision of section 100 incorporating the Department®s reg—
ulations regarding welfare and food stamp fair hearings by ref—
erence could cause problems. Though many o ( the procedures re-
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latiny to welfare fair hearings can he easily adapted to appeals
from the Committee"s decisions, others may be wholly inappro—
priate. It is suggested that a thorough review be made of these
procedures so that those which conflict with the goals of the cat—
astrophic illness program will not be inadvertently adopted.

My final comment on the proposed appeals procedure concerns the

30 day Limit for seeking review contained in section 110. This
period will normally give applicants ample time to request a
hearing, but a provision stating that the limit can be extended

or waived for good cause would serve the ends of justice by assur—
ing that hearing rights arc protected when the failure to make

a timely request results from circumstances bevond the control

of the applicant (e.y a representative®"s negligence or inability

to understand hearing procedures). Also, the regulation should
specifiy that a request for a haring will be deemed made upon
a dispatch. This will protect the rights of persons who live

in areas of the state where mail service is erratic.

7 AAC. 40.130(3). The arbitrary nature of the $1000 cut-off
point"Tn the definition of "catastrophic illness" has already
been discussed. It should also be noted that the limitation

of the definition to a single illness conflicts with & 070(b).

11. CONCLUSION

by the comments contained herein, Alaska Legal Services does
not waive? any objection to the final regulations adopted by

the Catastrophic Illness Commit tor*. I hope, however, that these
suggestions provide the Committee with some assistance in devising
workable and fair rules. Thank you for the opportunity to parti—

cipate in the rule-making process.
.Sincerely,

ALAS}A LEGAL SERVICES CORPORATION

Richard Brown
Staff Attorney

RII:shb
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LAW OFFICES OF

ALASKA LEGAL SERVICES CORPORATION/

524 WEST SIXTH AVENUE, SUITE 204
ANCHORAGE, ALASKA 99501

TeliemomE 272-9431

March 14, 1977

Catastrophic Illness Committee
Pouch H-06
Juneau, Alaska 99811

RE: Comments on Proposed Catas—
trophic Illness Regu.lat.lons.

Dear People:

Pursuant to Commissioner Williamson®s notice of February 2nd,
1977, 1 am submitting the comments contained in this letter for
the Committee"s consideration. The catastrophic illness program
has the potential for providing substantial benefits to many of
our clients. The draft regulations, however, contain a number

of provisions which, if not revised, may adversely effect the
substantive and procedural rights of a number of eligible persons
and involve the Committee in protracted litigation.

Before commenting on specific sections of the proposed reaulations,
I would like to point out that one of their most serious short—
comings is that they fail to reauire that the catastrophic illness
program be publicized. There 1is, thus, a real danger that the
program will become a secret benefit which will- like the Medicaid
program- be.unusedby large numbers of eligible persons. This even—
tually 1is manifestly contrary to the legislative intent behind

AS. 47.25.255; it can be avoided if the Committee adopts a require—
ment that posters publicizing the availability of benefits and
applications be displayed in the emergency rooms and entrance areas
of state licensed hospitals and of public buildings. A similar
requirement has been placed on the Violent Crimes Compensation

Board and has contributed significantly to the success of its eff—
orts .

I. COMMENTS ON SPECIFIC PROPOSALS

7 AAC 48.030 There are two sources of potential difficulty 1in
this section. The first lies in its requirement that applications
be made ™"in the manner prescribed” on the application form. Though
the form and "instructions relating to the use of the Form" are
expressly excluded from coverage of the rule-making provisions of
the State Administrative Procedure Act [AS.44.62.QIC seq], an
attempt to use the instructions as a vehicle for substantive rule-
making would be clearly violative of the Act"s terms. For example,
an instruction on the form requiring applications to be submitted
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within a certain time period after medical treatment 1is received
would undoubtedly constitute a "regulation” as defined 1in AS.
44.62.640(a)(2) and, thus, be subjected to the procedural re-—
quirements in AS. 44.62.040- .290.

The second difficulty lies in subsection (d)"s provision stating
that no application will be considered unless medical bills re—

lated to the catastrophic illness total more than $1,000. It seems
that the Legislature intended two elements to be present for an
illness to be considered "catastrophic”"- a medical element and an
economic element. Though it may be possible to set up objective

medical standards for determining whether an illness nas sufficient
physical or mental impact to be considered catastrophic, whether
its economic impact rises to the level of a catastrophy is a

purely subjective measurement. For some persons medical bills
totaling $500. may constitute a catastrophy while other persons
might be able to absorb expenses totaling many thousands of dollars
without assistance. Arbitrarily setting a cut-off point for the
economic element of the definition of a catastrophic illness will
exclude an entire class of people whose medical bills are less

than $1000. but are suffering a disastrous economic impact fronm

the illness due to the fact that their expenses are very hiah

in relation to their inconme.

There is a high probability that such a classification violates

the right to equal protection of the law granted these class
members by the Alaska Constitution. When dealing with a reaula-
tion of an economic nature, such a violation exists if the class—
ification does not bear a "fair and substantial relation to the
purpose sought to be advanced" by the legislative schenme. Issacson
v. Rickey, Alaska Supreme Court Opinion No. 2550 (1976) .

A regulatory classification excluding persons whose medical bills
are less than $1000 from the coverage of AS. 47.25.255 does not
bear a fair and substantial relation to the Legislature®s pur—
pose in passing that statute. The catastrophic illness law was
directed at helping a.n persons who suffer a serious economic
impact as a result of severe medical problems. As has already
been pointed out, this impact can exist when expenses are less
than $1000.

In response to this criticism it might be argued that people whose
incomes are so low that bills of less than $1000. represent a
serious 1impact would be covered by the Medicaid or General Relief
Medical Assistance Program. This argument 1ignores the fact that
GRM and Medicaid eligibility requirements are quite restrictive and
the benefits of those programs are not available to large numbers
of poor people.
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Alternatives to the arbitrary cut-off point do exist. The
Committee could, for example, develop a formula similar to

that proposed in 7 AAC 48.070(a). The purpose of this formula
would be to determine at what point a persons financial resources
are inadequate to meet medical expenses. Such a formula should
not be adopted without public input. See comments to 7 AAC. 48.
070 (a), infra.

An even better alternative to the arbitrary cut-off point would
be to adopt a formula similar to that used by the State of Cal —

ifornia to determine medical 1indigency. That formula 1is contained
in California Welfare and Institutions Code &14.005.7 (copy att—
ached). If applied in Alaska®"s catastrophic illness program it

would operate as follows:

Step 1- The Committee would determine the amount by
which the applicant®s 1income exceeded the GPJVY and GRM
standard of need

Step 2- The Committee would determine the value of resources
not excluded under 7 AAC 48.070(c).

Step 3- The value of the excess 1income derived under Step
1 and the resources described in Step 2 would be added.
The sum obtained would then be compared to the applicant's
medical bills. If the total bills exceeded the sum of the
above-described assets there could be a finding that the
illness had had a catastrophic economic impact.

7 AAC.48.050. The exclusion in subsection (e) of psychological

or psychiatric treatment not required by court order 1is over —
broad. It is quite possible that a person may suffer emotional
difficulties which are severe enough to intervere with his abil —
ity to support himself or his family but which would not justify
court-ordered treatment, Severe depression or persistent anxiety
may, for example, interfere with a person®s ability to hold a job.
The definition of excluded psychological or psychiatric treatment
should be narrowed so that such persons will be given the benefit
of AS 47.25.255 (unless they can receive help from public aaencies
of programs in their community).

7 AAC.48.070(a) . It 1is unacceptable for the formula which will
determine what benefits people receive to be devised without

public comment. Whatever formula 1is suggested will not relate
solely to the Committee®s internal affairs but will directly

affect the public. It is, thus, a "regulation”™ as defined 1in
AS.44.62.640 and must be adopted pursuant to the Administrative
Procedure Act. If the Committee fails to utilize the Act"s rule-
making procedures and promulgating the formula the first person
whose benefits are denied or reduced as a result of its application
will have a cuase of action based on the illegality of the procedure
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used to adopt 1it.

Any proposed formula should be based upon net, not gross, income,
for a formula based upon gross income would ignore the applicant’s
necessary non medical expenses and, thereby, underestimate the true
impact of medical bills.

7 AAC.48.070(c). The main shortcoming of this section is that

it does not exclude restricted property such as Native Allotments
or Townsite lots from consideration as assets. This realty is
restricted property which under federal law and regulations is
held in trust by the Secretary of the Interior and is not freely
alienable. It, thus, cannot be liquidated to meet medical ex—
penses. 43 USC. 8&8270-1, 732-733; 43 CFR. 82561.3.

The subsection also fails to exclude the Alaska Longevity Bonus
from consideration as 1income. This failure contravenes the pur —
pose of the Longevity Bonus Statute, as set forth in AS.47.45.
170.

In light of the foregoing, the following language should be added
to the subsection:

"(8) Money received from Alaska Longevity Bonus Fund.

"(9) Lands held pursuant to the Allotment Act of 1906
[43 USC. 8270-1 et seq)-

"(10) Lands described in restricted deeds issued by the
Townsite Trustee, U.S. Department of the Interior."

It is also suggested that & .070(5) be changed to read, "one
thousand dollars of liauid assets not otherwise excluded by

this subsection™. In light of the definition of "liquid assets"
in 7 AAC. 848.130 (8). such a change would clarify the apparent
intent of clause (5).

7 AAC.48.080(b). See discussion of $1000. cut-off point, supra.

7 AAC.48.080(d) This subsection appears to allow the Committee
to consider the overall availability of catastrophic illness funds
in deciding individual cases. AS.47.25.255 does not grant the
Committee such discretion. By passing the statute the state has
undertaken to grant all persons suffering from catastrophic ill—
ness benefits of the legislative scheme. The Committee cannot
shirk this responsibility to individual applicants by considering
the overall availability of funds.

7 AAC.48.080 (¢) . This provision 1is ambiguous. The "other fact —
ors or" circumstances”™ should be specified.
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7 AAC. 48.090-.110 There is little reason for interposing the
reconsideration procedure between the decision of an application
and the fair hearing which 1is required as a matter of procedural
due process. Though it might be said that a reconsideration may
serve to narrow issues on appeal, the issues which will arise as
the result of adverse decisions on applications will most likely
revolve around narrow factual questions anyway (e.g; the appli—
cant"s income, the nature of his assets, the character or impact
of his illness). Furthermore, requiring a reconsideration will
have the effect of clogging the Committee®"s calendar with disputed
matters that could be expeditously resolved by hearing officers
and could affect its ability to deal efficiently with new appli—
cations .

The most significant arguements against having a reconsideration
prior to a fair hearing is that, as structured 1in the proposed
regulation, the reconsideration will have a chilling effect on

the exercise of the right to a hearing by many low income people
in the state. In order for the reconsideration to be obtained,
the applicant must submit a detailed written statement along

with supporting documentation. A substantial portion of the state
low income population is not used to expressing arguments iIn writ—
ing. The reliance on written statements of grounds by proposed
8.090 will discourage a number of people in this category fronm
pursuing meritorious appeals.

Another defect with the proposed regulations relating to appeals
procedures 1is that they do not require applicants to be notified
regarding their due process rights when adverse decisions are
rendered. As was recognized in Aguchak v. Montgomery Ward Co .,
Inc., 520 P.2d 1352 (Alaska 1974), applicants® procedural due
process rights will only be protected if the notices regarding

the Committee"s decision are reasonably calculated to apprise thenm
of these rights.

To remedy this shortcoming | propose that the following pro—
visions shall be added:

"AlIl information describing hearing rights and procedures
and rights to representation shall be printed in bold—
face type on the front or facing page of the notice in-—
forming the applicant of the Committee®s decision. In
addition, the front or facing page of the notice shall
indicate that those unable to hire legal counsel to repre—
sent them may be able to obtain assistance from Alaska
Legal Services Corporation.”

The provision of section 100 incorporating the Department™s reg—
ulations regarding welfare and food stamp fair hearings by ref—
erence could cause problems. Though many of the procedures re-
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lating to welfare fair hearings can be easily adapted to appeals
from the Committee"s decisions, others may be wholly inappro—
priate. It is suggested that a thorough review be made of these
procedures so that those which conflict with the goals of the cat—
astrophic illness program will not be inadvertently adopted.

My final comment on the proposed appeals procedure concerns the
30 day limit for seeking review contained in section 110. This
period will normally give applicants ample time to request a
hearing, but a provision stating that the limit can be extended
or waived for good cause would serve the ends of justice by assur—
ing that hearing rights are protected when the failure to make

a timely request results from circumstances beyond the control

of the applicant (e.g; a representative"s negligence or 1inability
to understand hearing procedures). Also, the regulation should
specifiy that a request for a haring will be deemed made upon

a dispatch. This will protect the rights of persons who live

in areas of the state where mail service 1is erratic.

7 AAC. 48.130(3). The arbitrary nature of the $1000 cut-off
point in the definition of "catastrophic illness" has already
been discussed. It should also be noted that the limitation
of the definition to a single illness conflicts with & 070(b).

I1. CONCLUSION

By the comments contained herein, Alaska Legal Services does
not waive any objection to the final regulations adopted by

the Catastrophic Illness Committee. I hope, however, that these
suggestions provide the Committee with some assistance in devising
workable and fair rules. Thank you for the opportunity to parti—

cipate in the rule-making process.
Sincerely,

ALISKIA ITGAL SERVICES CORPORATION

Richard Brown
Staff Attorney

RB:shb
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MINUTES OF HOUSE HESS COMMITTEE

April 15, 1977

The meeting was called to order by Chairman Parr at 3:3C

p.m. Those present were: Parr, Chatterton, Buchholdt, Phillips,
Bennett.

Absent: Nakak,0se, Cotten & Beirne.

Chairman Parr announced that 113 409 would be taken up and
asked Mrs. Buchholdt to speak on her bill. She told the committee
her reasons for introducing the bill, the main one being trying
HB 409 to correct problems that have occurred with people she knows 1in Anchorage
who have had an illness and had to sell their homes and all in order
to pay the medical bills. She said she would be happy to expand the
bill.

Next to testify was Dr. Robert Fraser, Director, Division of
Public Health. Dr. Fraser said the Department®s concern with the
r'raser bill is with the budgetary restriction. He said they do recognize
the present bill does penalize people who have made the effort
to meet their costs by going into debt, borrowing money for rclativ.
etc., and are sympathetic with them.

Mr. Parr informed the committee that he had met with Dr.
Fraser and Mrs. Jund (from the Department) a few weeks back regarding
this bill. He said this bill had been before the House last year
and explained why it did not pass then. Said the committee would have
to take a look at this bill and use it as a vehicle to resolve
some of the problems facing the Dept, of Health & Social Services.
He gave his views as to several alternatives.

There was discussion by members as to what a catastrophic
illness was, whether to one person it would be catastrophic and to
another person it might not be, depending on their financial status
and how they defined catastrophic illness.

Dr. Fraser said the committee on catastrophic illness first
met in November and their initial problem was regulations. They
felt the fewer regulations they had would be best but said the
Attorney General®"s office told them this would get them into trouble
and that they need regulations and a formula to go by. Said they
have proce ssed the applications that have been forwarded to them,
they have made disposition on roughly $100,000 worth of clainms, Said
a number of claims have been denied, utilizing the formula.

Mr. Bennett said he would be very apprehensive if they started
identifying the give or take 100 different disease conditions. Said
you could get into a combination of other conditions. Said perhaps
basing it on a scale based on income which has a financial value
you could identify he thought pahaps was the only wr.” to halfway
be reasonable about 1it.



Dr. Fraser said they have approved approximately 6 applications,
denied about 15 and have about 15 or 20 that did not-qualify
due to the low amount of their bills. Said they had 25 pending

that they had requested more information on. Dr. Fraser was asked
by Mr. Chatterton how long it would take them to act on the ones
they are waiting information on. Dr. Fraser said depending on how

quickly they got their information back they had requested but if
they got it back within the next 2 weeks they could have them
processed within the next 2 months.

Mr. Parr asked Dr. Fraser what the budget called for for this
year. Dr. Fraser said they had asked for $300,000 for this year.
He said they had no previous experience to go on so just had to
judge as what to ask for.

Dr. Fraser said much of their guidance in drawing up regulations
was on the experience of the State of Maine. Said in trying to project
the amount they need in Alaska is hard because of some very expensive
problems, said a premature infant may have bills up to $35 or $40
thousand dollars. Someone in a skilled nursing facility for a period
of time, 10 patients 1in that category would utilize the entire budget.

There vlas then much discussion as to the possibility of the
state buying insurance for this type of illness through an insurance
company.

Next to testify was Jim Pfeiffer, Deputy Director for the

Division of Insurance and a member of the Catastrophic Illness Committee,
feiffer Said the way he understood the bill it would allow payments to be

made to the person who made the original payments. Said the original

bill contemplated payment to medical providers only, but now payment

can be paid to a relative, friend,or whoever paid the medical provider.

Said he would oppose that type of amendment. Said the original bills

intent was to provide a source of funds for persons suffering a

catastrophic illness who had no other fund and source available.

He said if a person could tap a friend or relative he didn"t believe

the state should absorb that cost Said he felt this would add and

compound the problems of the committee. Said he thought the administratioi

of such an amendment would be difficult.

There was much discussion with Mr. Pfeiffer regarding a group
insurance policy for the entire state of Alaska as to what the
preimiums would be etc.

Mr. Parr asked if it would possible to structure a program to
match the amount of money instead of matching the money to the program.
Mr. Pfeiffer said it was an approach that had a great deal of logic.
Said he has sent these regulations to Blue Cross and they had indicated
from their already existing records in the State to try to come up

v/ith an answer. Mr. Parr informed Mr. Pfeiffer there wasn"t much
point in havincr legislation that would offer false hope to people
and then not funding it. Said it would make more sense to have

something on the books that would be funded by the legislature so the
people would know the money was there if they qualified but said he
had no i1idea what would be appropriated but presently doesn"t see

the 1.2 million being there even with the oil money.



Mr. Bennett asked if they had a dollar figure to provide a
program like the one they had discussed that would have a true
catastrophic coverage. Pfeiffer said they have not but the closest
thing i1s what he has asked Blue Cross to do. Mr. Parr asked that
he furnish us the material when he got it from Blue Cross.

Mr. Parr said for personal policies, he understood Blue Cross

policies have a dollar limit. Mr. Heueisen said most -policies covered
up to a quarter of a million dollars. State employees policy
is $250,000 maximum (lifetime) per individual. There was discussion

on the different types of policies.

Mr. Parr asked the Committee to hold off action on the bill
until we received the information requested from Mr. Pfeiffer back.

The meeting adjourned at 4:50 p.m.
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Register , 1977 HEALTH & SOCIAL SERVICES 7 AAC 48.010
7 AAC 48.020
7 AAC 48.030

CHAPTER 48. CATASTROPHIC ILLNESS.

Sectici

10. Committee meetings

20. Confidentiality

30. Applications for assistance

40. Residency

50. Services excluded from coverage

60. Required documentation; investigation
70. Applicant®s share

80. Standards for reimbursement to providers
90. Reconsideration of decision by committee
100. Fair hearing

110. Finality of decisions

120. Lien on subsequent payment from collateral sources
130. Definitions

7 AAC 48.010. COMMITTEE MEETINGS. The Catastrophic Illness
Committee shall meet twice a month on dates which the conmittee establishes.
(Eff. / /1977, Register ) *

Authority: AS 47.05.010
AS 47.25.255

e 7 AAC 48.020. CONFIDENTIALITY. The confidentiality provisions
of 7 AAC 37.020 -- 7 AAC 37.130 are adopted by reference and made applicable
to this chapter.

(Eff. / /1977, Register )
Authority: AS 47.05.010
AS 47.05.020
AS 47.05.030
7 AAC 48.030. APPLICATIONS FOR ASSISTANCE, (@ All appli—
cations for financial assistance under this chapter must be made on a form
authorized by the committee, and in the manner prescribed on it.
() Application forms will be available at Regional

Offices of the Division of Public Health, or may be obtained by writing

to the committee at Pouch HO06, Juneau, Alaska 99811.

Heal th



Register , 1977 HEALTH & SOCIAL SERVICES 7 AAC 48.030
7 AAC 43.040
7 AAC 48.050
(c) Applications may be filed by a person who has suffered
a catastrophic illness or by a parent, spouse, or legal guardian of that
person; or by any other interested party with the written consent of
wul pv.i juii otil TiUj oniici cu a wawuon upiiit |l liicod®
(d) No application will be considered unless the total
medical bills related to the catastrophic illness are more than $1,000
in a 12 month period after all sources of third party payment have been
exhausted.
(Eff. / /1977, Register )
Authority: AS 47.05.010
AS 47.25.255
7 AAC 48.040. RESIDENCY OF APPLICANT. Applicants must
be residents of the State of Alaska at the time of application and at
the time the catastrophic illness for which state aid is sought occurred.
(Eff. / /1977, Register )
Authority: AS 47.05.010
AS 47 25.255
7 AAC 48.050. SERVICES EXCLUDED FROM COVERAGE. The
following services and charges are excluded from coverage under this

chapter:

(@) Dentistry and optometry unless prescribed by a licensed

dentist or physician as medically necessary as the result of an injury
i

or illness;

(b) Elective medical or surgical procedures;

(c) Drugs and medications not prescribed by a licensed

physician;

(d) Services received as a result of a normal pregnancy;
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7 AAC 48.060
7 AAC 48.070

(e) Psychological or psychiatric treatment unless required

by court order and not available from public agencies or programs;

(f) Chiropractic services;

(g) Services not of a medical nature.

(Eff. 7/ /1977, Register )

Authority: AS 47.05.010

AS 47.35.255
7 AAC 48.060. REQUIRED DOCUMENTATION; INVESTIGATION.

Each application will be reviewed by the committee or it: designee for
completeness of information, including required documentation of medical
expenses, gross income and assets. The committee or its designee may
return the application for more complete information to the person who
is applying and may investigate any portion of an application.
(Eff. / /1977, Register )

Authority: AS 47.05.010
e« AS 47.25.255

7 AAC 48.070. CALCULATION OF APPLICANT"S SHARE, (@ A
formula adopted by the committee shall be utilized in determining the
applicant®s share of total medical bills related to a catastrophic illness,

based on annual gross inconme, numberofdependentsand amountofassets.
This formula may be revised by thecommittee fromtime to timeand shall
be made available to persons who request it by writing to the committee

at Pouch HO06, Juneau, Alaska 99811;

(b For the purposes of applying the formula to determine
the applicant®s share, multiple catastrophic illness occuring within
a 12 month period to the applicant or other members of the applicant’s

family shall be treated as one catastrophic illness;
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(c) In applying the formula to determine the applicant®s
share, the total gross income and the total assets of the family of an

applicant may be considered; the following assets will be excluded:

(1) a home providing shelter for the applicant and

the land on which i1t is situated;

(2) one automobile or truck, not used for business

purposes;

(3) tools, equipment and vehicles required in a trade

or business;

(4) ordinary household and personal effects;

(5) $1,000 of liquid assets;

(6) all non-liquid assets unless such exclusion would
bring about an inequitable result; however, all income derived from such
property will be taken into consideration in determining the recipient”s

gross 1income;

(7) inalienable shares 1in a Native Corporation created
pursuant to the Alaska Native Claims Settlement Act, P.L. 92-203, 43 U.3.C.
1601 et seq., during the period of their inalienability as specified

in the act.

(d) Assets received as custodian, guardian, conservator
or trustee for another are not considered assets of the custodian, guardian,
conservator or trustee himself.
(Eff. / /1977, Register )

Authority: AS 47.05.010
AS 47.25.255
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7 AAC 48.080. STANDARDS FOR REIMBURSEMENT TO PROVIDERS.
The amount that the committee reimburses providers for medical services
rendered to a person who has suffered a catastrophic illness shall not
be greater than 100% of the total unpaid bills related to the catastrophic

illness and must be determined by the following standards:

(@) Medical bills related to a catastrophic illness will
be considered for 12 month periods. The initial 12 month period begins
with the date of the first charges incurred because of the illness, but

no charges incurred before July 1, 1976, will be considered;

(b) The committee may not reimburse a provider if the
applicant®s total bills related to the catastrophic illness are less
than $1,000 in any 12 month period described in (a) after all sources
of third party payment have been exhausted by the applicant or by someone

acting on behalf of the applicant;

(c) The committee may not reimburse a provider for the
applicant 3 share of the total medical bill, as determined by the formula

referred to in section 70 of this chapter;

(d) The committee may consider the availability of catastrophic
illness funds;
%%
(e) The committee may consider any other factors or circumstances

which it determines to be relevant in an individual case.

(Eff. / /77, Register )

Authority: AS 47.05.010
AS 47.25.255



Register , 1977 HEALTH & SOCIAL SERVICES 7 AAC 48.090
7 AAC 48.100
7 AAC 48.110

* 7 AAC 48.090. RECONSIDERATION OF DECISION BY COMMITTEE.
-sir
The committee shall promptly notify an applicant of its decision with

written reasons for the amount of the award or for a finding of non-eligibility.
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apply to the committee for reconsideration within 30 days of receipt

of the decision. The request for reconsideration must include a written
statement of grounds for reconsideration and any supporting documentation
which was not available to the committee for its original decision.
Within 30 days of receipt of a request for reconsideration, the committee
shall affirm, amend or reverse its original decision. The committee
shall promptly notify the applicant of its decision upon reconsideration
with written reasons for its action.

(Eff. / /77, Register )

Authority: AS 47.05.010
AS 47.25.255

7 AAC 48.100. FAIR HEARING. An applicant who is dissatisfied
with the committee"s decision upon reconsideration may request a fair
hearing in accordance with the procedures established by the Department

of Health and Social Services at 7 AAC 49.020 -- 7 AAC 49.250.

(Eff. / /77, Register )

Authority: AS 47.05.010
AS 47.25.255

7 AAC 48.110. FINALITY OF DECISIONS. Decisions as to catastrophic
illness awards are final (a) 30 days after receipt by the applicant of
the committee®s decision unless a reconsideration is requested during
this time; or (b) 30 days after receipt of the committee®s decision upon
reconsideration unless a fair hearing is requested during this time;
or (c) after denial or dismissal as provided by 7 AAC 49.110; or (d)
15 days after receipt of the hearing authority"s decision if that decision

is not appealed during this time as provided by 7 AAC 49.230; or (e)
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7 AAC 48.120
7 AAC 48.130
after the decision of the director on appeal as provided by 7 AAC 49.240.
(Eff. / /77, Register )
Authority: AS 47.05.010

AS 47.25.180
AS 47.25.255

7 AAC 48.120. REIMBURSEMENT TO CATASTROPHIC ILLNESS FUND.
IT the applicant or aprovider is recompensated fromany other source for
medical billswhich havebeen paid by thecatastrophicillness fund, the
state shall have the right to reimbursement for the amount paid from the
fund. As a condition of application for catastrophic illness funds an
applicant shall sign an agreement to this effect. As a condition of payment
from the fund a provider shall sign an agreement to this effect.
(Eff. / /77, Register )

Authority: AS 47.05.010
AS 47.25.255

7 AAC 48.130. DEFINITIONS. In this chapter
ot
(1) "applicant” means a person who has suffered a catastrophic

illness:

(2) "applicant®s share™ means the amount of the total medical
bill related to the catastrophic illness which the committee determines that
the applicant can reasonable be expected to pay based on income, assets, and

number of dependents;

(3) "catastrophic illness™ means a single illness or injury

which results in medical expenses of over $1,000 during a 12 month period,

after all other sources of third party payment have been exhausted;

(4) "committee"™ means the Catastrophic Illness Committee;
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(5) "elective medical or surgical procedures” means treatment

which is not immediately essential to the life or healt.i of a person;

(6) "family" means two or more persons related by blood or

marriage or adoption living as one economic unit;

(7) "fund™ means the catastrophic illness fund;

(8) "liquid assets"™ means assets which can be readily con—

verted to cash;

(9 "non-liquid assets"™ means all assets not covered by (6);

(10) "provider™ means a licensed physician, pharmacist, dentist,
cr other health services worker who has provided services not excluded by
section 50 of this chapter to an applicant as a result of a catastrophic
illness, or a licensed hospital, clinic, skilled nursing home, intermediate
care facility or health maintenance organization which has provided these

services;

(11) "third party payments”™ means payments of medical expenses

related to a catastrophic illness by sources other than the applicant or
v

the catastrophic illness fund, Including, but not limited to state and
federal medical assistance programs; private health insurance; employment-
related health insurance; military health "(nsurance; Workmen®s Compensation;
Violent Crimes Compensation; Indian Health Service of the U.S. Department of
Health, Education and Welfare.

(Eff. / /77, Register )

Authority: AS 47.05.01u



P. 0. Box 112U
Anchorage Alaska 99710

April 9, 1977

Representative Thelma Buchholdt
Alaska State Legislature

Pouch V

Juneau 99811

Dear Thelma:

i&iclosed is a copy of a letter sent to Joe McKinnon and certain
documents which may be of interest to you.

The Catastrophic Illness law is a good one and with all the meney
spent by the state for so many things |I don't know of a better
way to spend state money.

Anything you can do to help keep it a good law :will be appreciated.

Clifford E. Warren

mam



STATE OF ALASKA
DEPARTMENT OF HEAL H &SOCIALS VICES
CATASTROPHIC ILLNESS PROGRAM
POUCH H-06
JUNEAU, ALASKA 99811
ApplicantSName.
Dete Of Birth----------------- -0l Security Number Prore.
Adalress Resicence in Alaskafrom
Number of persons in household Aes of Chilren in household.
Nare of Employer Address
Position oocupied Salary.
If unemployed, state »ngth of unemployment and incluck statement as to future employment.
Husoandts or Wife's Employer Addlress
Position accupied Salary
Total Annual Inoorme before taves $ Other income $

HowReceived. Weekly Q  Monthly M Annually O+ Source(s)
Desoribe Catastrophic lliness for which you are applying for assistance.

Dateof onsetofillness —~ Physician Addlress

TTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTT

List all mecical insLrance pdluesmdmd|e teextent o fcoverage If nore, explain

Ll s o progrets vl al vt cocenzatons Wi applcaton for asises hes been mece

—
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ATTACH A STATEMENT OF ILLNESS FROM PHYSICIAN.



Use this space or attach additional sheets to provide any further inform ation relative to this application,
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Signature of applicant or person applying of hisher benalf Dete
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| undierstand that the Department rray take legal action to secure this reimboursement.

Signature of applicant, parent, or quarclian Dete



AUTHORIZATION TO RELEASE INFORMATION
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Photostatic copies of this athorization will be consice. d s valid & the original.

Signature cf applicart., parent or quardian

Date



LAWS OF ALASKA

J3ZL

Source Chapter No.

Hcs cssB  Dtto H

AN ACT

Relating to mofilcal assistance Tor needy persons; and providing

for an effective date

BE tTENACTED BYT3HS LEGISLATURE OF THE STATE OF ALASKA:

* section 1. AS 17.07.020(b) is amended by adding a new

paragraph to reattj

(65 persons in a medical or intermediate care
facility whoae income while In the facility dees not exceed
300 pe:* cent of the supplemental security income benefit
rate under title XVT of the Social Security Act but who
would not be eligible for an optional state supplementary
payment if ttaey left the hospital or other facility

- bee 2. AS Ai7.0T.03S) is amended to read
Sec AT-ST.030- MEDICAL SERVICES TO BE PROVIDED
Medical services to toe offered to eligible persons Include
inpatient hospital, outpatient hospital, laboratory and X-
ray, inpatinxat psycUlatrlc hospital for persons age 65 or
older and persons wursier age 21, skilled and intermediate
nursing home- physician, home health care services, early

periodic screening diagnosis and treatment of persons under

21 years of as.se, cllr-ic services, treatmer t of speech,
hearing and language disorders, and reasonable transporta-
tion to and ffirom the point of medical care No additional
services may 'be provided unless approved by the legislature
* see. 3 AS *7-07.08«! is amended by adding a new paragraph

(35 "clinic services" means services which are

restricted ta state-approved outpatient community mental

health servioes whleii recoive grants under AS 17.30.520 -
17.30.620 and. .state-operated mental health clinics
- sec 1). AS AT.25.290 is amended to read
Sec. 17-25.250 TEMPORARY RELIEP. When a needy person

la not entltJLsd to assistance under secs 120 300 of this
cilmpler and butt no relatives in the state liable for his
support under secs. 230 and 210 of this chapter, the needy
person may rwcelve temporary assistance in the form and
amount which) Che department, considers necessary Temporary

assistance ftor needs other than transportation and medical

care may not exceed 1ISO per person per month
AS %JT.25 is amended by adding a new section to
See. A7 .8S5.2565 . CATASTROPHIC ILLNESS Notwithstanding
the provisiojaa of sees. 230 and 2<40 of this chapter, the
department simall reimburse providers of mediol caro for
costs incurred in tlws treatment of persons suffering cata -
strophic 111ness. Tfce determination of allowablo costs and

levels of reimbursement shall be made by the Catastrophic
Illness ComntdUrtee, consisting of a medical review offloer
from the Department of Health and Social Services, a member
appointed by the governor who has suffered a catastrophic

illness, and a representative of the Department of Commerce

and Economic Development appointed by tho governor.

. Sec. 6 Section 1 o f this Act takes effect immediately in

accordance with A'S 01.10.070¢(e).

- Sec 7 Sections 2,3 .1 and 5 of this Act take effect July
1, 1976.

Approved by governor: June 20,1976

v d 15?frfSly" 1, & 97 1:  Jefie 21* 1976i 1




STATES WITH INSURANCE LAWS
CONCERNING ALCOHOLISM COVERAGE

Citation Effective Date
Alabama
Alaska
Arizona
Arkansas
California
Colorado §10-8-301 1-1-75
Connecticut Public Act 10-1-77
77-237
Laws 1977
Delaware
Florida
Georgia
Hawalii
Idaho
[linois Sec. 979 (10) 10-1-73
Indiana
lowa
Kansas S.B. 105 7-1-77
Kentucky
Louisiana §215. 5 7-1-75
Maine
Maryland 477L 7-1-76

Massachusetts



Michigan
Minnesota

Mississippi

Missouri
Montana
Nebraska

Nevada

New Hampshire

New Jersey
New Mexico

New York

North Carolina

North Dakota

Ohio
Oklahoma

Oregon

Pennsylvania
Rhode Island

South Carolina

Wi,.

Citation

83609
62A.149

83-9-27
83-9-29
83-9-30

689A.030

689B.030

(HIAA Ins.
Nev. No.

26-39-01
Dept. Bui.
No. 30

743. 411 to
743. 444

Effective Date
7-1-74
9-1-76

1-1-75

Bui.

7-1-75

10-4-77



Citation

South Dakota 58-18-7. 1
58-18-7.2
58-18-7.3

Tennessee 56-1167

Texas

Utah

Vermont

Virginia 38. 1-348. 7

Washington 48.21. 160
48.21. 170
48. 21. 180
48.21. 190

West Virginia

Wisconsin 632.89

Wyoming

Effective Date

1-1-717

1-1-74

7-1-18
1-1-74

9-1-74



06-10-76 STATE OF ALASKA — COMPONENT BUDGET SUMMARY PKE &

caredoty: BeEh ¢ soc. serv. R RMoran:  RERERRVEWEL PE"%5010a 043985920850
ERORG R rf er mi%her mdBhmy A9 R rAbue WATRY.  REREST codRor KO sBle FiES. sp@7Rbr FIdIRbte

01 PERS SERVICE

02 TRAVEL 19.3 24.9 31.6 31.6 31.6 11.6 30.0 30.0 3.2
03 CONTRACTUAL 2294.5 2970.9  +30.2- 3020.7 3020.7 3C2G.7 2020.7 1903.4 19Ca.4 300.4
04 COMMODITIES 4e3.0 45-3.3 620.3 628.3 623.3 400.0 600.7 603.7 2.0
LS EQUIPMENT . 2.8 1.3 1.3 1.3 1.3
06 LAND, CLOGS
07 GRANTS, CLMS
CG MISC
« TOTAL EXP. 2802.G  3456.9  430.2- 3681.9 3601.9 3601.9 2433.6 2542.1 305.6
I-A TRANSFER .1
R,%HRECP
A"IY_[ 2802.e  3456.9  430.2- 3681.9 3601.9 3601.9 2433.6 2542.1 254:.1 30S
U

| ik

NEW POSITION RECORD SEGMENTS
POSIT ION TI ILE LOCATION TYP PRI NF SCO COST OTH.COST TOT.COST FED.FUND GEN.FUND OTM.FJSD TV r5 SN rC FN

NO ENTRIES
NtW POSITION, REVISED PROGRAM, APPROPRIATION ANO FISCAL NOTE FOOTNOTES

REV IStU PROGRAMS: 76203 32.0-: 762 358.2-; B335 40.0-;
FISCAL NOTES: S0 616 2.0; B 542 303.6¢

>,
=

"2, | t~v

[~ 7 7



COMPONENT BUDGET ANALYSIS

STATE OF ALASKA —

8tl
SEN

pAGE
5

TMENT. OF H
AL RELOIEf mE%ICAL

SF.RV.

C SCC.

T
e
1
<
L
T

ui=
L
<O

* ok

»

*
GOVERNOR -

ANALYSIS

.C.

F.C

DESCRIPTION OF DIFFERENCES:

F.C.C.

OIFF.

$ OIFE.

C3JECT GROUP

(1000.0)

GOVERNOR1S AMENDMENT



pif£/;sr /<frun~/j /o
jeoaexr -C. Feds** **
EllPcCL/? 0, ,Vi'St> Pu.ir-C

STATE (]: RHODE ISLAND AND PROVIDENCE PLANTATIONS

DEPARTMENT OF HEAL TH
75 D avis Sirect
Providence, R. I. 02908

January 26, 1977

Donald K. Freedman, Director ,
Department of Health and Social Services
31 Hedalth and Social Services Building
150 3rd Street

Pouch H
Juneau, Alaska 99801
Dear Mr. Freedman:

W understand that ¥our State passed some t)f e of catastrophic
health plan during the Jast %ear and we would appreciate receiving
any Information concerning this program.

As you may know, Rhode Island Pe an such a pr?gram In January, 1975,
For your, Information, .1 am enclo |n% a,?op% ot our CHIP Manual. Any
will " e appreciated.

Infofmation you may wish to exchang

Sincerely
s
<?V /

Brian £ K'ree’l,erA._1
Assistant Chief
Division of Health Insurance

BEK/m¢

enclosure
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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
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Catastrophic Health Insurance Plan
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CS HB 409

i
An Act relating to catastrophic illness; and providing for
an effective date.

The Catastrophic Illness Committee has been working under an
existing, one paragraph statute, AS 47.25.255, for six
months and has encountered many problems in attempting to
formulate regulations and policies with the inadequate
guidance supplied by the Statute. CS HB 409 answers three
of the major problems encountered:

1. It removes the Catastrophic Illness statute fronm
the chapter on needy persons eligible for general relief and
creates a new chapter on Catastrophic Illness assistance in
AS 47. This reflects the intent of the legislature to
assist persons of middle income rather than low income
persons eligible for other forms of public assistance;

2. It specifically gives the Committee the power to
determine eligibilit/ for catastrophic illness assistance in
addition to allowable costs and levels of reimbursement and
to establish reasonable classifications of persons based on
certain criteria which is set out in the bill; and

3. It expresses the intent of the legislature that the
Committee remain within its appropriation rather than return
to the legislatuia requesting a supplemental appropriation.
In order to do so, the Committee 1is instructed to establish
priorities.

The Department views this bill as a "bandaid" approach to
Catastrophic Illness assistance, which will make it possible
for the Committee to function until next year. Without the
changes in its authorizing statute, the Committee could be
subject to legal attack for giving assistance to the "non-
needy" and for exercising powers which have not been delegated
to it.

The Department of Health and Social Services supports this
bill.

Recommended by: J j e Date: J_ML??
Robert I. Fraser, M.D.
Director, Division of Public Health

Approved Date
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM May 27, 1977

SUBJECT: State Health Insurance (W.0. #4206)
TO: The Honorable Thelma Buchholdt

FROM: Sharman Haley AN
Research Analyst ”

Carter®s National Health Insurance Proposal

The Carter Administration has not developed a comprehensive health
insurance proposal. An advisory committee was recently established to
evaluate the alternative approaches to national health insurance, and
they are currently taking testimony in several cities across the country.

During the campaign, Carter promised national health insurance with

the following provisions:

1. universal and mandatory coverage, implemented in stages based
on priorities of need and financial feasibility;

2. comprehensive and uniform benefits with emphasis onpreventive
medicine;

3. financing by payroll taxes and general tax revenues;

4. cost and quality controls, uniform standards and set rates;

5. maximum personal interrelationship between patient and physician,
consumer choice of provider, and basic concern for the dignity
of the person, unrelated to wealth or income;

6. incentives for improved delivery of services, for increased

productivity, for redistribution of health personnel, and



resources for the development of alternative delivery systems;

7. consumer representation in development and administration.

Carter estimated the cost of implementing this program at $10
billion of new federal expenditures. It is not clear what his reasoning
was to arrive at such a low figure, since he has not proposed a plan
that can be costed out. One comprehensive mandatory plan that has been
cost estimated is the Health Security Act, and the estimate of new
federal expenditures for that plan is $80 billion.

There were 23 different national health insurance proposals before

Congress last year, but none are moving now.

State Approaches

Two national organizations have developed model state health insurance
legislation. The Conference of Insurance Legislators proposes a compre—
hensive health care program with universal voluntary coverage, regulated
by the state, but administered by private carriers and financed by con—
sumers. The National Association of Insurance Commissioners proposes a
catastrophic health care program financed by the state. We have requested
copies of these two models.

There are five states that have passed and implemented state health
insurance. In Rhode Island, Maine, and Minnesota, the state provides
financial assistance for catastrophic health expenses. In Hawaiti,
Connecticut and Minnesota, again, the state regulates private comprehen—
sive health coverage to insure quality and availability and to control
costs. No state directly subsidizes comprehensive health insurance for

its residents, because it appears to be prohibitively expensive.



