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A C O M P A R I S O N  O F  B E N E F I T S  U N D E R H B  9771 •'
A N D T H R E E  O T H E R  C O M P R E H E N S I V E  H E A L T H  P L A N S

I B e n e f i t S t a t e  E m p l o y e e s  B l u e  

C r o s s  P l a n

A l a s k a  #2 Q u a l i f i e d  
P l a n  (HB 977)

M i n n e  jta #2 
Q u a l i f i e d  P l a n

C o n n e c t i c u t  M i d d l e  j 
O p t i o n  P l a n  i

j d e d u c t i b l e $ 5 0 / p e r s o n ;  $ 1 5 0 / f a m i l y $ 5 0 0 / p e r s o n ;  $ 1 5 0 0 / f a m i l y $ 5 0 0 / p e r s o n $ 5 0 0 / p e r s o n  j

l c o - p a y m e n t 10% 20% 20% 2 0 %

| o u t - o f - p o c k e t  
j l i m i t

$ 2 0 0 0 $ 3 0 0 0 $ 3 0 0 0 $ 1 0 0 0 / p e r s o n ;  $ 2 0 0 0 /
f a m i l y  j

j m a x i m u m  l i f e t i m e  

b e n e f i t
$ 2 5 0 , 0 0 0 $ 2 5 0 , 0 0 0 $ 2 5 0 , 0 0 0 $ 1 , 0 0 0 , 0 0 0  i

j p r e - e x i s t i n g  

- c o n d i t i o n s  l i m i t m a x i m u m  b e n e f i t  l i m i t e d  
d u r i n g  1 s t  y e a r  o f  p l a n  

c o v e r a g e  t o  $ 1 0 0 0  f o r  
a n y  p r e - e x i s t i n g  c o n d i­

t i o n  w h i c h  w a s  t r e a t e d  
d u r i n g  t h e  3 m o n t h s  

p r i o r  t o  e n r o l l m e n t  in 
t h e  p l a n

n o t  s p e c i f i e d n o t  s p e c i f i e d c o n d i t i o n s  m a n i f e s t e d  o r  

t r e a t e d  i n  t h e  6 m o n t h s  

p r i o r  t o  e n r o l l m e n t  e x ­
c l u d e d  f r o m  c o v e r a g e  f o r  | 

o n e  y e a r  j

fee b a s i s u s u a l ,  c u s t o m a r y  a n d  

r e a s o n a b l e  c h a r g e s

u s u a l  a n d  c u s t o m a r y  

c h a r g e s

u s u a l  a n d  c u s t o m a r y  

c h a r g e s
m a y  n o t  e x c e e d  r e a s o n a b l e  
c h a r g e s  o r  r a t e s  a p p r o v e d  

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

C O V E R E D  S E R V I C E S :

h o s p i t a l  s e r v i c e s y e s y e s y e s y e s  |

p h y s i c i a n

s e r v i c e s
c a r e  r e n d e r e d  b y  M . D . ,  c a r e  r e n d e r e d  b y  o r  

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

o r  C h r i s t i a n  S c i e n c e  
p r a c t i t i o n e r

c a r e  r e n d e r e d  b y  o r  

a t  t h e  d i r e c t i o n  o f  
a p h y s i c i a n

p r o f e s s i o n a l  s e r v i c e s  j 
r e n d e r e d  b y  a n  M . D . ,  j 
o s t e o p a t h ,  c h i r o p r a c t o r ,  j 
p o d i a t r i s t ,  p s y c h o l o g i s t  f 
o r  n a t u r o p a t h  \

j p r i v a t e  d u t y  

1 n u r s i n g
R N  s e r v i c e s  a t  t h e  

d i r e c t i o n  o f  a 
p h y s i c i a n

p r o f e s s i o n a l  s e r v i c e s  

r e n d e r e d  a t  t h e  d i r e c t i o n  
o f  a p h y s i c i a n

p r o f e s s i o n a l  s e r v i c e s  
r e n d e r e d  a t  t h e  d i r e c ­
t i o n  o f  a p h y s i c i a n

p r o f e s s i o n a l  s e r v i c e s  ( 
r e n d e r e d  b y  a r e g i s t e r e d  | 

n u r s e  a t  t h e  d i r e c t i o n  |

o f  a p h y s i c i a n  |



B e n e f i t S t a t e  E m p l o y e e s
B l u e  C r o s s  P l a n

A l a s k a  #2 Q u a l i f i e d
P l a n  (HB 977)

Prescription
drugs

radiation

x-ray & 
lab exams

oxygen

anesthetic

prostheses

medical
supplies

p r e g n a n c y  & 

c h i l d b i r t h

t r a v e l

a l c o h o l ! j n  
trr .tment

m e n t a l  & n e r v o u s  
d i s o r d e r s

y e s

y e s

y e s

y e s

y e s

y e s

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

p l a s m a

y e s

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

y e s

y e s

y e s

y e s

y e s

y e s

r e n t a l  o r  p u r c h a s e  

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

y e s

m e d i c a l l y  n e c e s s a r y  

t r a n s p o r t a t i o n

ye s ,  o n  i n p a t i e n t  y e s
b a s i s ,  e x c e p t  l i m i t e d
t o  $ 1 0 0 0  m a x i m u m  if

t h e  f a c i l i t y  d o e s  n o t
h a v e  a c o n t r a c t  w i t h
B l u e  C r o s s

50% c o v e r a g e  u p  t o
$ 2 5 0 0  m a x i m u m  p e r  ______

y e a r  w h e n  r e n d e r e d  
b y  a n d  M . D . , D . O . , 
o r  l i c e n s e d  p s y c h o l o ­
g i s t

M i n n e s o t a  #2
Q u a l i f i e d  P l a n

C o n n e c t i c u t  M i d d l e
O p t i o n  P l a n

y e s

y e s

y e s

y e s

y e s

y e s

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

e q u i p m e n t

y e s

a m b u l a n c e  t o  n e a r e s t  

f a c i l i t y  & m i l e a g e  
r a t e  t o  k i d n e y  d i a l y s i s  

t r e a t m e n t  c e n t e r

y e s ( r e q u i r e d  b y  l a w  

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

y e s

y e s

y e s

y e s

y e s

y e s

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

d u r a b l e  m e d i c a l  

e q u i p m e n t

$ 2 5 0  l i m i t  e x c e p t  
f o r  c o m p l i c a t i o n s

a m b u l a n c e  t o  n e a r e s t  

f a c i l i t y

y e s

50% c o v e r a g e



B e n e f i t s S t a t e  E m p l o y e e s
B l u e  C r o s s  P l a n

A l a s k a  #2 Q u a l i f i e d
P l a n  (HB 977)

N u r s i n g  h o m e

h o m e  h e a l t h  

c a r e

o r a l  s u r g e r y  

p h y s i c a l  t h e r a p i s t  

w e l l  b a b y  c a r e

p h y s i c a l  e x a m s

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

d e n t a l  c a r e

v i s i o n  & 
o p t i c a l

a u d i o

m e d i c a l
s o c i a l  s e r v i c e s

1 2 0  d a y s  m a x i m u m  if 
b e g u n  w i t h i n  14 d a y s  

o f  a h o s p i t a l  s t a y  o f  
a t  l e a s t  3 d a y s

u p  t o  1 8 0  v i s i t s / y e a r

y e s  y e s

  y e s

  y e s ,  s u b j e c t  t o  d e ­
d u c t i b l e s ,  c o i n s u r a n c e  
a n d  l i m i t s

y e s ,  s u b j e c t  to a p ­
p l i c a b l e  d e d u c t i b ?  s 

c o i n s u r a n c e  a n d  l-.iii.ts

y e s ,  s u b j e c t  t o  c o -  
i n s u r a n c e ,  d e d u c t i b l e s  

& l i m i t s

70 - 1 0 0 %  c o v e r a g e  _______
u p  t o  a m a x i m u m  
o f  $ 1 0 0 0  p e r  y e a r

90% c o v e r a g e  f o r  ________
1 e x a m  a n d  1 s e t  
o f  l e n s e s / y e a r

8 0 %  c o v e r a g e  u p  t o  ________
$ 4 0 0  o v e r  3 y e a r s

M i n n e s o t a  #2
Q u a l i f i e d  P l a n

C o n n e c t i c u t
O p t i o n  P l a n

M i d d l e

1 2 0  d a y s  m a x i m u m  if 
it w o u l d  q u a l i f y  

u n d e r  M e d i c a r e

i f  i t  w o u l d  q u a l i f y  
u n d e r  M e d i c a r e

y e s

y e s

e f f e c t i v e  J u l y  1, 1 9 8 0

1 2 0  d a y s  m a x i m u m  if 
b e g u n  w:' :-.hin 14 d a y s  o f  

a h o s p i t a l  s t a y  o f  a t  

l e a s t  3 d a y s

u p  t o  .180 v i s i t s / y e a r

y e s

y e s

e f f e c t i v e  J u l y  1, 1 9 8 2

e f f e c t i v e  J u l y  1, 1 9 8 2

$ 2 0 0  l i m i t



B e n e f i t S t a t e  E m p l o y e e s
B l u e  C r o s s  P l a n

A l a s k a  #2 Q u a l i f i e d
P l a n  (HB 977)

M i n n e s o t a  #2
Q u a l i f i e d  P l a n

C o n n e c t i c u t  M i d d l e
O p t i o n  P l a n

c o n v e r s i o n
p r i v i l e g e s

y e s y e s y e s y e s

d e p e n d e n t
c o v e r a g e

s p o u s e ,  d e p e n d e n t  

c h i l d r e n  u n d e r  23, 
d i s a b l e d  c h i l d r e n  

o f  a n y  a g e  w h o  a r e  
f i n a n c i a l l y  d e p e n ­

d e n t

s p o u s e ,  c h i l d r e n  u n d e r  

18, c h i l d r e n  u n d e r  25 
w h o  a r e  s t u d e n t s  a n d  

f i n a n c i a l l y  d e p e n d e n t ,  
d i s a b l e d  c h i l d r e n  o f  a n y  

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

s p o u s e ,  c h i l d r e n  u n d e r  

19, c h i l d r e n  u n d e r  25 
w h o  a r e  s t u d e n t s  a n d  

f i n a n c x a l l y  d e p e n d e n t ,  
c h i l d r e n  o f  a n y  a g e  w h o  
a r e  d i s a b l e d  a n d  d e p e n ­
d e n t

n o t  s p e c i f i e d

.



"  AN ACT RE LA T IN G  TO INSURANCE FOR ALCOHOLISM AND DRUG DEPENDENCE"

T H I S  B I L L  MAKES I T  REQUIRED FOR GROUP INSURANCE P O L I C I E S  TO PROVIDE 

COVERAGE FOR ALCOHOLISM AND DRUG DEPENDENCE. THE MINIMUM REQUIREMENTS 

FOR T H I S  COVERAGE AP.E D E SC R IB E D  IN  THE B I L L  AND IN CLU DE:

1 .  1 4  DAYS O F IN P A T IE N T  D E T O X IF IC A T IO N  CARE PE R  YEAR

2 .  30  DAYS OF IN P A T IE N T  TREATMEN1 PER YEAR

3 .  30  V I S I T S  OF O U TPA TIEN T TREATMENT PE R  YEAR

ALL OF THF ABOVE MINIMUM REQUIREMENTS AS OU TLIN ED IN  THE B I L L  ARE

TO BE A D M IN IST E R E D  IN  A /O F  BY At

1 .  STATE APPROVED TREATMENT F A C IL IT Y

2 .  L IC E N S E D  H O S P IT A L

3 .  L IC E N S E D  P H . S I C l A N

4 .  STATE C E R T I F I E D  PR O FESSIO N A L SUBSTANCE ABUSE COUNSELOR

THE INSURANCE AS REQUIRED BY T H I S  B I L L  WOULD INCLUDE B E N E F IT S  FOP.

DEPENDENTS REGARDLESS OF A G E ,S E X  OR STATE OF I L L N E S S .

H O S P IT A L  MEDICAL S E R V IC E  CORPORATIONS I E .  BLUE CROSS (T H E  LARGEST

INSURANCE COMPANY WITH A L A SK A ) ARE REQUIRED BY T H IS  B I L L  TO INCLUDE 

ALCOHOLISM AND DRUG DEPENDENCE INSURANCE.

a* 3



T H IS  B I L L  INSURES THAT ALL PERSONS COVERED BY A GROUP INSURANCE 

PO L IC Y  ARE COVERED FOR ALCOHOLISM AND DRUG DEPENDENCE WHETHER OR 

NOT S P E C I F I E D  IN  THE P O L IC Y .  (T H E  REASONING FOR T H I S  I S  THAT SOME 

P O L I C I E S  O R IG IN A T E  OUT OF STATE THERFORE THE PO L IC Y  MIGHT NOT S P E C IF Y  

ALCOHOLISM AND DRUG DEPENDENCE COVERAGE, SO T H I S  WOULD CHANGE THE 

LAW MAKING I T  AUTOMATIC FOR ALASKAN EMPLOYEES COVERED BY IN S U R A N C E .)

C S S S S B  227 PROV IDES FOR AN E F F E C T IV E  DATE OF NOVEMBER 1,1979 IN 

ORDER FOR INSURANCE COMPANIES TO COMPLY WITH THE NEW L E G IS L A T IO N .



SECTION ANALYSIS SS f o r  SB 227 FROM THE DIVIS ION OF INSURANCE

Sec  1 AS 21.42
Requ ires  t h a t  a l l  group h e a l th  in su ran ce  p o l i c i e s  i s s u ed  by 

i n su ran ce  companies and a l l  s e r v i c e  or indemnity  type c o n t r a c t s  i s s u ed  
by n o n - p r o f i t  c o r p o r a t i o n s  such as Blue C r o s s ,  p ro v id e  as a minimum, 
s p e c i f i e d  cove rage s  r e l a t e d  to a l c o h o l i sm  and drug dependence .

COVERAGES are :
A. no t  l e s s  than 14 days d e t o x i f i c a t i o n  b e n e f i t  a t  a r a te  
equa l  to  o th e r  b e n e f i t s  prov ided  in  tne p o l i c y .
B. no t  l e s s  than 30 days i n p a t i e n t  treatment  b e n e f i t
C. no t  l e s s  than 30 v i s i t s  to  s p e c i f i e d  o u t p a t i e n t  treatment 
f a c i l i t i e s .

A l c o h o l i sm  and drug dependence coverage  i s  to  be p rov id ed  f o r  a l l  
persons  covered  under the group p o l i c y  w i t h ou t  regard  to  a g e ,  sex ,  
s t a t e  o f  i l l n e s s ,  or  p r e - e x i s t i n g ' c o n d i t i o n .

S e c t i o n  1 a l s o  p rov id e s  key d e f i n i t i o n s  o f  a l c o h o l i sm  and drug 
dependence .

S e c t i o n  2 Amends AS 21.87.347 to  prov ide  th a t  H o sp i t a l  Med ica l  S e r v i c e  
C o r p o r a t i o n s  i e .  Blue C r o s s ,  are a l s o  s u b j e c t  to the p r o v i s i o n s  o f  
AS 21.42 as c r e a ted  by t h i s  b i l l .

S e c t i o n  3 S p e c i f i e s  th a t  coverage  for  a l c o h o l i sm  and drug dependence 
s h a l l  a u t om a t i c a l l y  app ly  to  a l l  persons covered  by a group p o l i c y  
i s s u ed  f o r  d e l i v e r y ,  d e l i v e r e d  or renewed in  ti i s  s t a t e  a f t e r  the 
e f f e c t i v e  date  o f  the a c t ;  whether the p o l i c y  wording s p e c i f i c a l l y  
p rov id e s  c overage  or not.

S e c t i o n  4 P rov ide s  f o r  an e f f e c t i v e  date  o f  November 1, 1979 in  
order  f o r  in su ran ce  companies to amend p o l i c i e s  and a d j u s t  
r a t e s  p r i o r  to  the e f f e c t i v e  da te .



of the

H E A L T H  I N S U R A N C E  A S S O C I A T I O N  O F  A M E R I C A  
C O N C E R N I N G  P R O P O S E D  

A L A S K A  C O M P R E H E N S I V E  H E A L T H  C A R E  P L A N  
(Ktts-z CS  for C S  for SS for S B .  227)

Th e  Health Insurance As^oc/atioc. of America (HIAA) is a trade association of 
3' I in~-±ri.Tĵ c companies which -write about 85% of the health insurance written 
by insurance companies in the United States.

Section 1 of the proposes House Committee Substitute for this bill, no w  being 
considered by the House Health, Education and Social Service8 Committee, 
c-'.vJd estafciish a comprehensivc health care plan, and would require health 
.X'Surors to participate in it. Ou r  comments will be primarily directed to 
Section l.

G E N E R A L  P L A N  O F  5 E C T I O N  I

T b C  hiric idea of Section I is to establish a pool to n » k «  thr«« specified plans 
S.. niajor medical insurance available to Alaska residents, under age 65, who 

uniosurable ct are otherwise high ricks for such coverage wher, furnished 
&■ individual insurers. Pooling of high-risk insureds m a k e s  the financial 
'"c.Sources of all health insurers available to cover the large claim payments 

r '■-? must be made.

SeC.autfe major medical insur* ce, with its broad coverage and high m a x i m  W  

be Qtfrits, is costly anyway -- and even more so for high-risk Insureds —  

Section 1 also Hr lit* the p r e m i u m  rates that can be charged for the three m *  j .• 
soedlc&l plans to amounts that are less than are needed to pay claim a and 
irt-rjinistcr the program, and the State eventually pays the difference by mcatnT 
Z-t 3. tax offset.£A State subsidy is available to certain smrll employers to 
be ip t h e m  pay for one of the three plans of major medical insurance for the;.* 
employee s^j

All health i n s u r e r s  (including self-insurers) would be required to be m e m b o  
cf the Association which operates the pooled buaiaees, and to share in tbs 

losses, with one execution. Blue Cross - Blue Shield could establish its o w  
separate pool, or could provide the three plans without participating in a p©C>l

Section 1 is an altered version of an existing Connecticut law, and the sub*if >| 
for small employers is an idea, adapted from an testing Hawaii law.

G E N E R A  5 C O M M E N T S

Going to the Connccricut law for £ L  snce results in a m u c h  better plan t 
in H. B. 977. The Connecticut Lo ^.nUke the Minnesota, law os which I



(2)

is based, has not been a subject of great controversy or Constitutional 
challenge. It is, on the whole, a very workable law for that State. T o  be 

sure, it needs some alterations based on experience with it, and s o m e  additional 
ones if it i2 to be adapted for AJaska.

Before getting to that, it seems to us that the Alaska legislature should be 
asking, and getting answer* to, s o m e  important -questions:

(1) Is there a need for such a p r o g r a m  in Alaska?

(2) H o w  m a n y  Alaska residents can w e  expect to benefit from it?
(3) H o w  m u c h  will it cost?
(4) A r e  the anticipated coats worth paying in view of the anticipated benefits?
(51 Would  such a program work in Alaska?

These s a m e  questions should be asked and answered about any proposed health 
insurance program, whether it be patterned after the Connecticut law or the 
Minnesota law, or whe.ber it is something untried elsewherc-

Wliat you. need. w i think, is to have a thorough study m a d e  by a firm of consult­

ing actuaries that aas sufficient knowledge about State health insurance plans and 
access to sufficient Alaska claims data. This would be advisable for any State 

contemplating a program, and particularly so for Alaska which is so different 

f r o m  other States. A m o n g  other things are Alaska’s -vast area, small population, 
comparatively younger (and probably healthier) residents, and a large proportion 
of residents already covered by government health care plans.

Lacking such a study, we can only m a k e  some guesses.

Let's go to question (2), and see what we can guess from experience elsewhere 
about h o w  m a n y  Alaskans who are high risks for major medical insurance m i g h t  
b e c o m e  insured under such a program. The answer to this will have s o m e  

bearing on the answers to questions (1) and (4).

In Connecticut, the two rool* (one "pool" operated b y  Blue Cross - Blue Shield, 
the other b y  insurance companies) together cover 9,680 people, which is about 
35 ten-thousandths (.0035) of the under-age-65, civilian, noninstitutionalized 

population of about 2,746 , 000 people. But a large majority of the people 
covered b y  the pools consists of standard risks, who could get coverage without 
the program. This is primarily because Blue Cross - Blue Shield puts ail of 
its non-group insureds, both standard ar,d high-risk individuals, into Its pool.

So the Connecticut figures are not m u c h  help to us.

In Minnesota, the Association (pool) has 1,465 policies in force for people under 
age 65. "While the records do net indicate numbers of people covered, the great 

bulk of the policies cover only one perscn each. W e  estimate that the pool covers



(3 )

1 * 7£'8 people, which is about 5 tea-thousandths (.0005) at the undcr-*.gc-to, 
civilian, noninstitutionalined population of about 3,493,000 people. This 
enrollment was achieved only after a major, intensive publicity effort 

participated in by the Association and hospitals and other health, care providers. 

Unlike Connecticut, only high-risk individuals are included in this figure*

Applying these Minnesota results to toe estimated 395, 000 oncer 
civilian, nonlnstitutionaliced Alaska population, we would 
pool for high-risk individuals to cover somewhat un&er 200 
S o m e  downward adjustment should be ;nade for Alaska’s comparatively younger 
and (at least partly for that reason) healthier population, and f o r  the  c o m p a r a ­
tively l a r g e r  proportion oi native Alaskans c o v e r e d  under government health 
c^rc p r c i i i a»

It should be kept in mind tha t a wide range of major medical insurance plans 
(including high-maximum plans) iB already available from insurers to groups, 
and to standard and m a n y  substandard risk individuals, at prem' /n ratee that 
are lower than those to be charged by the pool, And Medicare, fcdicaid, the 

Alaska catastrophic illness program, and other government pr ,rams provide 
coverage for m any Alaskan*. ,

The small number of people who can be expected to c o m e  into the pool is deter­
mined by a number of factors, including the small n u m b e r  of uninsurable*, the 
inability of m a n y  to pay the costa of major medical insurance, the n u m b e r  of 

• - people already covered under maj o r  medical plans, and the nu m b e r  of people 
covered under other government programs*

C O S T  O F  P R O J R A M

T he Alaska Insurance Department has already given you an estimate of th e ir  
anticipated cost?, initially $250,000 per yc*r wc understand.

\ In 5ection 1, proposed A $  Sec* 21. 50.090 provides for tba S*.to to aid rmall j 
employers In paying p r e m i u m *  for health insurance coverage for employees and 
their dependents. W e  do not have any estimate of what this r* ay cost the State, 
but think that the costs m a y  be quite substantial.

In addition, th e re  would be a c o s t  to the State due to the tax offset (or payment 
by the State to ’ihe carrier) for lo**e* due to costs of the p r o gram which exceed 
the p r e m i u m s  on business written by the pool. The M in n eso ta ,  program lost 

Cjl: 3^° $-br©O0Tt)O'Q in 1979# using the s a m e  limitation on p r e m i u m  rates that is in t h e  
p r o p o s e d  Alaska program. With only 10% or 11% a* m a n y  insureds, but with 
considerable higher p e r  person administrative costs, losses under the Alaska 
p r o g r a m  might initially be $200,000, perhaps somewhat less but poscib 
considerably more -- the latter If a home office type operation m -  m  eta blis tied 

in Alaska, since no major health insurance writer Has ita h o m e  office in Alaska. 
Without a proper actuarial study, w= cannot predict the r~ncc of this cost.
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In a d d i t io n ,  insurers •will incur s o m e  costs for c o m p l i a n c e  wi t h  the law. T h e  

a m o u n t  is u n k n o w n ,  out it will eventually b e  paid b y  A l a s k a  p o l i c yholders ?.nd 

insureds.

C O S T S  T O  E M P L O Y E R S
—

Proposed AS Sec. 21.50.080 would require all group "health policies'1 delvered or 
rcuiev :d in Alaska. to contain the provisions called for in proposed AS Sec- 21.50. 
030(b). Those provisions deal principally with: (1) continuation of coverage under 
the group policy in specified circumstances for employees and/or dependents whose 
coverage would otherwise terminate; and (2) including a conversion to an individual 
policy, with benefits and terms at iesst as good as a comprehensive plan, when 

^Cove r a g e  Under Lhe g ro u p  plan term inates.

Both proposed sections need c a r e fu l  redrafting in order not to interfere more than 
:s intended with eligibility provisions of group p o b -!es, and to limit the conversion 
privilege So that it applies to Lhe proper kinds of ejrOUp policies and does not allow 
duplicate conversions.

After redrafting, the provisions should be considered in an actuarial study to 
determine the costs they will add to group plans, so that the Committee may con­
sider whether it is avisable to add such cost burdens to employers who furnish 
health insurance coverage to employees under group policies or contracts.

P R E M I U M  R A T E S

A n  actuarial study is needed to determine the approximate p r e m i u m  r*tea that 

the pool will charge initially for coverage. Thia is essential if you are to 
m a k e  an informed, intelligent decision on the kinds of benefits and the amount* 
of benefits, including the deductibles, to be provided in the three plans.
Section 1 cf the proposed a m e n d m e n t  already makes s o m e  changes in benefit* 

f r o m  those provided under the Connecticut law. I do not know wnat reasons 
w e r e  involved in making the changes, but they have a significant effect on 
p r e m i u m  rates.

The decrease in the low option deductible to $100 frond $200 will increase the 

p r e m i u m  rate for that plan by roughly 10%- The increase in the high option 
deductible to $1, 000 from $750 will decrease the p r e m i u m  rate for that plan 
by roughly 7-1/2%. Removing Connecticut's $250 limit (and applying no limit) 
to the normal maternity benefit will increase the p r e m i u m  r*-te of all three 

plans for w o m e n  of child-bearing age, by roughly 5% to 10%.

It s e e m s  to m e  tu-*t wc should be looking fc ways to lower p r e m i u m  _&£es, by 
decreasing some benefits, rather than for ways to increase them. W e  dc not 
want to price the plans so high that even fewer people -will be able tc afford

them.



Health insurance premium rites are already higher lor Alaska residents because 
of the higher health care cost*? in Alaska. And health ca-re coats are rising at a- 
rapid rate generally. T e  know, for example, that the insurance company pool in 
Connecticut is about to raise its rates by 2 0%. IVe know that health care costa in 
A n c h o r a ge are aL.mt 35 %  higher than in Hartford, Connecticut.

W h e n  a small sampling cf Conncctir-ut rates for just two age group a La roughly 
adjusted to account for the changes inthe plana and to guess at what the pool rates 
might today bo for Anchorage residents, and s o m e  of t h e m  indicate an annual rate, 
for one adult, of as m u c h  as $1, 100, 51, 300, or $1, 500, I worry. And whatever 
the rates are now, they n a y  have to be 15% or more higher by the time the program 

can be put into effect.

After you have a proper actuarial study, you should consider what benefits the 

three plans should offer.

O T H E R  C O N S I D E R A T I O N S

1. The size of Alaska, and the distribution of its population over $o large an area, 

create some problem*, but they can be dealt with. Costs cf the program will be 
higher, and communications (including the enrolling of individuals and payment of 
claims) will take somewhat longer than would be the ca«e with Minnesota or 

Connecticut.

2. Because, unlike Connecticut and Minnesota, Alaska does not have within its 
boundaries the home office of a- lar^e insurer capable of administering the program, 
the Committee should investigate the practicality of having the program administered 
f r o m  outside the 6'tate, and the availability of insurers willing to participate as 

administrator and as board m e m b e r s  of the Association*

3. The small size of the anticipated enrollment in the p r o g r a m  does not obviate 
the need for a pool. It does, hiwever, make it impractical to have more than one 

pool, even at the beginning of the program. The two pools under the present 
Connecticut law ia somewhat of an historical accident-, ana isnot practical in the 
long run e ven  with the Larger enrollment in that State. The National Blue Cross- 
E ’ue Shield organization dropped its insistence on a separate pool about two years 
ago, and w e  think it is unlikely that another State will take a two pool approach.

Sect.’on 1 of the proposed a m e n d m e n t  should be revised throughout to provide for 
one pool, all "health” insurers should be required to participate in it.

4. Section 1 of the proposed a m e n d m e n t  should be a m e n d e d  to exempt the 

Association, and business written directly by insurers but reinsured la the 
Association, from the p r e m iu m  cast. This will help alleviate somewhat the higher 
p r e m i u m s  that Alaska residents will have to pay for the coverage (because of 
higher costs in Alaska) thus encouraging more people to participate in the plan.

It wi U  solve the problem of dealing with the p r e m i u m  base differential between 
domestic aod foreign insurance companies ana service plans, und with the different 
m a n n e r  In which the ba-x is computed for Blue '.rnis-Blue Shield busineaa.



Because the program is certain to produce lostas -which the State will pay for 
(i.e., c laics and other costs will exceed premiums), the State will wind up paying 
its own premium tax on business anyway, *o the premium tax exception we
suggest should not result in additional cost* to the State-

1

5. Departures from the Connecticut law, other than those already mentioned, 
should be individually considered and, where appropriate, their effects on costs 
should be determined. Sene examples are: applying the medical social services 
benefit claims not involving terminal illness (proposed A S  Sec. 21.50.020(a)(7); 
addition a coverage for transportation other than local ambulance transportation 
(propos AS Sec. 21.50.020(c)(3), omission of a coordination of benefits provision 
from  g:c-p comprehensive plans (Conn. Ins. Law Sec. 38-374(c)); addition of 
household members other than spouse or child to persons w h o  are to be covered
as dependents (proposed A S  Sec. 21-50.020 and .200) limiting the rate to be 
charged for coverage to 125% of small group rates, while Connecticut permits 125% 
(compare proposed AS See. 21.50.050(e)(4) with Connecticut insurance law Sec- 
38-376(c)(3)).

6. A number of drafting corrections should be made. Examples: requiring all 
dependents to be covered under a group comprehensive plan, instead of juat 
making them eligible far coverage (proposed AS Sec. 21.50.030(a)); clarying the 
fact that insurers may also offer other group and individual comprehensive health 
insurance plans to cover  Alaska residents; rewriting Section 5 of the proposed 
substitute bill *q that it clearly doe* not apply to plan* other than the State 
employees' plan,

C O N C L U S I O N S

T h e  proposed committee substitute bill is not, particularly as to the provisions of 
Section 1, ready for final action by the Committee. A n  actuarial study should be 
made to determine cost* and feasibility of the program for Alaska. After such a 
Study, the Committee will have more of the information needed to decide whether to 
adopt such a program and. if so, what provisions should be included in it.

/e r e



BILL SUMMARY

The basic concept of the first section of the bill is 

to establish a carrier reinsurance pool which would make 

health insurance available at a reasonable premium to every 

resident and every employer group in the state, regardless 

of underwriting risk. This section is modeled after Con­

necticut law.

A S 2 1 .50.010 Each carrier in the state which offers individual 

health coverage is required to make an individual comprehen­

sive health care plan available to each resident of the state 

who is not eligible for Medicare. Each carrier in the state 

which offers group health coverage is required to make a 

group comprehensive health care plan available to every 

resident employer of three or more employees. Every self- 

insured employer group is required to make an individual 

comprehensive health care plan available as a conversion 

privilege to each group member. The required coverage may 

be p r o v i d e 1, by a carrier or through the reinsurance association, 

but in the former case the premium charged may not exceed the 

applicable association premium. The bill does no'; preclude 

a carrier from carrying other kinds of health insurance nor 

does it require a carrier to provide coverage to a person or 

group who already has coverage.

A S 2 1 .50.020 The required comprehensive health plans must 

cover the services itemized. A choice of $100, $500, or $1000



deductible is provided, and the maximum co-payment is set 

at 207,. The sum of co-payment and deductibles may not ex 

ceed $1000 for an individual or $2000 for a family before 

benefits are paid at 1007,. The maximum lifetime benefits 

limit may not be less than $1,000,000. Pre-existing con­

ditions may only be excluded if the condition was treated

or medical advice was sought within six months prior 

to the effective date of coverage, but in any case may 

not be excluded from coverage for more than twelve months 

The plans need not cover occupational injuries, cosmetic 

treatment, custodial care, services which are not medi­

cally necessary services which are covered under an 

automobile liability policy, or other specified expenses. 

Group comprehensive health care pains must also cc^er 

dependents.



A S2 1 . 5 0 . 0 3 0 The Health Reinsurance Association, is estab­

lished consisting of al] licensed health insurance carriers 

in the state. The board of ^ovJtnr\ors ancj a p]_an Q f operation 

which addresses itemized issues are both subject to approval 

by the director. The authority to issue health insurance, to 

establish rates, to administer reinsurance, to pool risks, and 

other general powers are granted the association.

Each association member must designate the classes of 

risk which it elects to have written by or reinsured by the 

association. Individual lives may not be selected out of a 

group for reinsurance. Premium rates may not be excessive, 

inadequate, or unfairly discriminatory, nor may they exceed 

125% of rates for standard risk groups. All rates are promul­

gated through the association by an actuarial cormnittee.

Losses of the association are assessed to members. M e m­

bers in turn may credit the assessed claims losses, but not 

assessed administrative losses, against their premium or in­

come tax. If the assessment exceeds their tax liability, the 

Commissioner of Revenue reimburses the carrier for the excess 

loss. Periodic audits are required.

A S 2 1 .50. oHfr Hospital or medical service corporations (such 

as Blue Cross) are given the option of participating in the

health Reinsurance Association or of setting up their own 

parallel residual market association under the same guide­

lines and standards.

AS21.50. OS'0 The regulatory and oversight powers and ad­

ministrative duties of the director of insurance are enu­

merated.



A S 2 1 .50.200. Definitions.

Sections 2 and 3 are technical amendments to other 

chapters of the insurance code to bring them in confor­

mity with Section 1.

Sections 4 through 7 of the bill amending AS39.30 

comprise the original » SSSSB 227 and require group health 

insurance to include coverage for alcoholism and drug depen­

dence. Minimum benefits in the state employees plan are 

defined to include inpatient detoxification, 

inpatient treatment and outpatient treatment. Coverage may 

not exclude dependents or pre-existing alcoholism conditions.

Section 8  of the bill amending AS47.05 requires the Commis­

sioner of Health and Social Services to provide services under 

medical assistance programs through health insurance policies 

or health service contracts when this would be cost effective. 

In a separate section the department is authorized to make 

interim payments to providers who serve a large volume of 

state medical assistance clients. And finally, the bill r e­

quires the state to pay interest to providers on overdue 

medical assistance bills at the rate of one percent per month 

after 30 days, and two percent per month after 90 days.

Section < and 19 expand the state's Medicaid program to in­

clude all services qualifying for federal financial parti­

cipation.



Section II creates a medically needy program under the state 

General Relief program with an income standard at 1507, of 

the poverty guideline. Persons whose income exceeds the

standard become eligible when they spend their excess in­

come on medical bills.

I

.

.



CURRENT STATUTE 

'•*' Chapter 07. Medical Assistance for Needy Persons.
Section

House for CSSSSB?

frdiun 
10 Purpose
ID Eligible persons 
JO Medical services to be provided 
W. Suite plan for provision o f medical 

assistance
M Implementation o f the medical 

assistance program

00. Receipt o f federal money 
70. Reimbursement for cost 

providers 
80. Definitions

settled

Sec. 47.07.010. Purpose. It is declared as a matter of public concern 
that the needy persons of this state receive uniform and high quality 
cacdical care, regardless of race, age, national origin, or economic 
standing. Accordingly, this chapter authorizes the Department of 
Health and Social Services to apply for participation in the national 
nedical assistance program as provided for under title XIX of the 
federal Social Securitv Act. (§ 1 ch 182 SEA 1972)

Sec. 47.07.020. Eligible persons, la) A 1 residents of the state for 
*hom the Social Security Act require?; met icaid coverage are eligible to 
receive medical assistance under title <IX o f that Act (42 U.S.C. 1390 et 
«q.).

(b) In addition to the persons specified in (a) of this section, the 
following optional groups of persons for whom the state may claim 
federal financial partici) ition are eligible for medical assistance:

(1) persons eligible for hut not receiving assistance under any plan of 
the slate approved under part A of title IV (aid to families with 
dependent children), or title XVI (supplemental security income), of the 
Social Security Act;

(2) persons in a general hospital, skilled nursing facility or 
intermediate care facility, who, if they left the facility, would lie eligible 
for assistance under one of the federal programs specified in (1) of this 
subsection;

(3) persons under 21 years of age under supervision of the department 
for whom maintenance is being paid in whole or in part from public funds 
ind who are in foster homes or private child care institutions; and

14) aged, Mind, or disabled persons, who, because they do not meet 
bcome and resources requirements, do not receive supplemental

securi ty income under  title XVI of  the Social Securi ty Act, and who do 
not receive a mandatory s t a t e  supplement,  hut who are eligible, or would 
be eligible if they were not in a general  hospital or  skilled nursing facility 
or intermediate care facility to receive an optional s ta te  supplementary 
payment;

(5) persons under 21 years of age in an institution designated as an 
intermediate care facility for the mentally retarded who are financially 
eligible as determined by the standards of the Federal Aid to Families 
with Dependent Children program;

* Sec. 7. AS 47.07.020(b) is repealed and re-enacted to read:

(b) Residents of the state for whom the Social Security Act ’allows 

optional M e d i c a l  coverage qualifying for federal financial participation 

are eligible for medical assistance.

I,:



(6) persons in a medical or intermediate care facility whose income 
while in the facility does not exceed 300 per cem of the supplemental 
security income benefit rate under title XVI of the Social Security Act 
but who would not be eligible for an optional state supplementary 
payment if they left the hospital or other facility.

(7) persons under 21 years of age receiving active treatment in a 
psychiatric hospital! who are financially eligible as determined by the 
standards of part A. of title IV (aid to families with dependent children) 
of the Social Security Act.

(c) Receipt of medical assistance under this chapter is considered to 
be an additional benefit to these individuals and does not affect other 
assistance payments, federal or state, for which the recipient is eligible

(d) No additional groups may be added unless approved by the 
legislature. (§ 1 ch 182 SLA 1972; am § 1 ch 105 SLA 1974; am § 1 ch 117 
SLA 1975; am § 1 ch 221 SLA 1970; am § 1 ch 11 SLA 1978)

E ffcc l o f umrnd.nunt.s. — The 1075 
amendment added paragraph (5) of 
subsection (b’>.

The l!!7 ii amemlmeivi added paragraph
(6) o f subsection (b).

The 19"8 amend men: added paragraph
(7) o f subsection (bl.

Legislative history reports. — For 
report on ch. 182. R U  1072 tFCCS HCS 
CSSH 50/, see 1972 House Journal, p. lfifU. 
For report on ch 105. SLA 1974 (CSSH 465). 
see 1974 Senate Journal, p. 525 and 1971 
House Journal, p. 70S.

Sec. -17.07.030. Medical services to lie provided. Medical services to 
be offered to eligible persons include inpatient hospital, outpatient 
hospital, rural health c linic, outpatient surgical care centers, laboratory 
and X-ray, refractions and eye examinations by ophthalmologists or 
optometrists, eyeglasses prescribed by a physician skilled in diseases of 
the eye or by an optometrist, inpatient psychiatric hospital for persons 
age f>5 or older and persons under age 21. skilled and intermediate 
nursing home, physician, home health care services, early periodic 
screening diagnosis and treatment of persons under 21 years of age, 
clinic services, treatment of speech, hearing and language disorders, and 
reasonable transportation to and from the point of medical care. No 
additional services icny be provided unless approved by the legislature. 
(S 1 ch 182 SLA 1972; am 1 ch 35 SLA 1973; am <? 2 ch 105 SLA 1974; 
am § 1 ch 12 SLA 197(1; am 5 2 ch 221 SLA 197(5; am S 1 eh 82 SLA 1978)

* Sec. 10. AS 47.07.020(d) is repealed.

bee. 8. AS 47.07.030 is repealed and re-enacted to read:

Sec. 47.07.030. MEDICAL SERVICES TO BE PROVIDED. Medical services 

to be offered to eligible persons include services eligible for federal 

financial participation under litle X I a of the federal Social Services 

A c t .
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R e p r e s e n t a t i v e  Th e l m a Buchholdt, C h a i r m a n  

Health, E d u c a t i o n  & Social S e r v i c e s  C o mmittee 

H o u s e of R e p r e s e n t a t i v e s  

P o u c h  V
J u n e f i "  A 1 f lc k n  Q Q fll i

A s  I u n d e r s t a n d  the H ouse C o m m i t t e e  s u b st i t u t e  for the c o m m i t t e e  s u b s t i t ut e  

for s p o n s o r  substi t u t e  for S.B. 227, the intent of this bill  is to requ i re  an 

i n s u r e r  or h o s p i t a l / m e d i c a l  s e r v i c e  c o r p o r a t i o n  to m a k e  a v a i l a b l e  in Alaska a 

h e a l t h  car e  plan w i t h  the c o m p r e h e n s i v e  b e n efits o u t l i n e d  in this bill. An 

i n s u r e r  would, however, be a b l e  to o ffer o ther c o n t r a c ts  ha v i n g  d i f f e r e nt  

b e n e f i t s  to m e e t  the req ue s t e d  c o v e r a g e s  d e s ir e d  b y  e m p l o y e r s  and i n d i v i d u a l s  

in this state. This bil l in no w a y  m a n d a t e s  m i n i m u m  c o v e r a g e s  for all he a l t h  

c a r e  c ontracts.

In S e ct i o n  21.50.020, I have several c o m m e n t s  to m a k e  c o n c e r n i n g  some of the 

m i n i m u m  benefits. S u b s e c t i o n  (a)(3) c o n c e r n s  o u t p a t i e n t  m e n t a l  h e a l t h  benefits. 

I w o u l d  hope that a m a x i m u m  bene f i t  level w o u l d  be s p ecified and that a m a x i ^ m  

b e n e f i t  w o u l d  be de s c r i b ed  in this law for i n p a t i e n t  t r e atment for tr ntal health 

as wei*. Both limits are ne ed e d  to cur b  e x c e s si v e  u t i l i z a t i o n  and h ig h  costs 

for the coverage.

S u b s e c t i o n  (a)(6) i n c ludes home he a l t h  b e n e f i t s  in the m i n i m u m  benefits. In 

(6)(A) the n u m b e r  of v i s i t s  per year is too high w h e n  yo u  c o n s i d e r  the limited 

a v a i l a b i l i t y  of home h e al t h  c a r e  In Alaska. A  s u b s c r i b e r  w i l l  be paying for a 

b e n e f i t  w h i c h  is > su a l l y not a v a i l a b l e  in this state. P a r a g r a p h  (6)(B) exte n d s  

hom e  hea l t h  care to the t e r m i n a l l y  ill. This is u s u a l l y  d e f i n e d  as h o s p i c e  

s e r v i c e s  and i n o r m a l l y  c o m b i n e d  w i t h  the m e d i c a l  social s e r v i c e s  m e n t i o n e d  

in (7). H o s p i c e  services are not a v a i l a b l e  in Alaska to the best of my k n o w­

ledge. Thi s  w i l l  add p r e m i u m  cost for servi c e s  w h i c h  m a y  not be attainable.

S u b s e c t i o n  (a)(7) adds m e d i c a l  social services, w h i c h  axe d e f i n e d  as b eing 

a v a i l a b l e  to the pati e nt  or to h i s / h er  family. T h i s  c r e a t e s  a tota l l y  n e w  

c a t e g o r y  of c a r e  w h i c h  m a y  or m a y  not be m e d i c a l l y  neces s a r y .  It is a benefit 

w h i c h  is u s u a l l y  a part of home h ea l t h  care for the t e r m i n a l l y  ill. As a 

s e p a r a t e  benefit it ca n  be ab u s e d  and Ca n  cr e a t e u n n e c e s s a r y  util i z a ti o n .

Th i s  b e n e f i t  sh o u l d  be deleted.

D e a r B u c h h o l d t :
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S u b s e c t i o n  (a)(16) n eeds to be co m b i n e d  w i t h  s u b s e c t i o n  (c)(3) in o rd e r  to 

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

a u t h o r i z a t i o n  for travel and o t h e r s a f e g u a r d s  to e l i m i n a t e  a b us e  of this 

benefit. I w o u l d  s u g g e s t that the c o n t r a c t  l a n g u a g e  in you r  b e n e f i t  book l e t 

f o r  c o v e r a g e  of s tate e m p l o y e e s  m i g h t  s e r v e  as a mo d e l .  (See e n c l o s e d  

booklet, p a g e s  10-12.) T h e  e x i s t i n g  l a n g u a g e  w o u l d  seem to a p p r o v e  paym e n t  

of air a m b u l a n c e  r a t h e r  than p a y m e n t  of c o m m e r c i a l  a i r l i n e  t r a n s p o r t a t i on .

S u b s e c t i o n  ( a ) (17) m u s t  be deleted. T h i s  s e c t i o n  al l o w s  c h a n g e s  in b e n e f i t s  

w h i c h  c a n  a d v e r s e l y  a f f e c t  c o n t r a c t s  in e ff e c t  w h e n  these b e n e f i ts  a r e  added. 

It is no t  n e c e s s a r y  to the bill.

T h e  m i n i m u m  b e n e f i t s s e c t i o n  does no t m e n t i o n  p r e g n a n c y  ben e fi t s .  W h i l e  

P.L. 9 5 - 5 5 5  c o n t r o l s  the pr e g n a n c y  b e n e f i t s  for g r o u p s  of m o r e  than 15 

e m p l o ye e s ,  it d oe s  not g o v e r n  smaller w o r k  fo r c e s  or i n d i v i d u a l  contracts.

Our particular concern is in individual contracts since our experience shows 

that these contracts are usually purchased by persons past the age of 
childbirth and complete coverage of pregnancy like any other illness creates 
an increased premium for an unusable benefit.

O n  page 6, s u b s e c t i o n  ( b )(5)(A) speaks of e x c l u s i o n  for a p r e - e x i s t i n g  c o n d i­

tio n  w h i c h  "first m a n i f e s t s  it s e l f  w i t h i n  a period of six m o n t h s  i m m e d i a t e l y  

b e f o r e  the e f f e c t i v e  da t e  of c o v e r a g e . "  W h i l e  I u n d e r s t a n d  the r e a s o n  for 

thi s l a n g u a g e  and a p p r o v e  of the intent, in a c t u a l i t y  this c r e a t e s  e n d l e s s  

h a s s l e  a bout wha t  is a first m a n i f e s t a t i o n  and w h e t h e r  a p e r s o n  p r u d e n t l y  

s o u g h t  care. It m a k e s  a d m i n i s t r a t i o n  d if f i c u l t .  I s u g g e s t  y o u should c h a n g e  

the l a n g ua g e  to a l i m i t a t i o n  s i m i l a r  to that a p p l y i n g  to c o v e r a g e  for state 

e m p l o y e e s . (See e n c losed booklet, page 7.)

In S e c t i o n  2 1 . 5 0 . 0 3 0  the state r e q uires that a per s o n  leav i n g a g r o u p  will 

h a v e  a c o n t i n u a t i o n  of that same c o v e r a g e  for 3 9  weeks. T hat w i l l  ne g a t e  

the a b i l i t y  of an i n s u r e r to set m i n i m u m  g r o u p  sizes and to e l i m i n a t e  

c o v e r a g e  for a g r o u p  w h i c h  g e t s  to be too small. W i t h  n'.ne m o n t h s  c o n t i n u a­

tion, you  n e g a t e  the fac t o r  of size in small g r o u p  business.

M o r e  important, the e x p e r i e n c e  of the p e r s o n  on c o n t i n u a t i o n  c o v e r a g e  w i l l  

h ave to be applied to the original grr p. If, for Instance, J o h n  S m i t h 

q u i t s  w o r k  b e c a u s e  his wife, a cove r e d  depen d e n t ,  s u f f e r s  a stroke, the 

c l a i m s  paid for Mr. and Mrs. J o h n  S m i t h  d u r i n g  the c o n t i n u a t i o n  c o ve r a g e  

w i l l  be c r e dited to Mr. S m i t h ' s  p r e v i o u s  e m p loyer. That e x p e r i e n c e  w i l l  

a f f e c t  the r ates w h i c h  w i l l  be char g e d  u p o n  r e n e w a l of the g r o u p  c o ntract.

Mr. S m i t h  is no longer a n  e m ployee, but the c o m p a n y  i n c u r s  h i g h e r  cost 

b e c a u s e  of his m e d i c a l  bills and, in theory, s u b s i d i z e s  the c o n t i n u a t i o n  

program. Tha t  is a cos t  that sh o u l d not be b o r n e  by business, but w i t h  

c o n t i n u a t i o n  c o v e r a g e  it Is b o r n e  by e a c h  employer.
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T h e  lo g i s t i c s  o f  s e l f - p a y m e n t s  for c o n t i n u a t i o n  c o v e r a g e  from the te r m i n a t e d  

e m p l o y e e  to the c o m p a n y  a n d  then to the in s u r e r  w i l l  -'Iso impact the a d m i n i s­

trative w o r k l o a d  of the e m p lo y e r .  Direct pay to the i n s u r e r  c a n n o t  b e  hand l e d 

b e c a u s e  of the m a n y  d i f f e r e n t  b e n e f i t  plans w h i c h  w o u l d  be i n v olved. C o n t i n u a­

tion c o v e r a g e  w i l l  be a big b u r d e n  o n  b u s i n e s s e s  and an a d d i t i o n a l  cosc to them.

T h i s  b i l l  s p e c i f i e s  that al l  c o n v e r s i o n  i n s u r a n c e  have the m i n i m u m  c o m p r e h e n s i v e  

b e n e f i t s  o u t l i n e d  i n  this bill. T h a t  lc ~1 of b e n e f i t s  is too e x t e ns i v e .  It 

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

w i l l  p u r c h a s e  the c o n v e r s i o n  policy. T h e  cost w i l l  be e x c e s s i v e  and the h e a l t h y  

w i l l  "go b a r e” r a t h e r  t han pay a h i g h  premium.

In S e c t i o n s  2 1 . 5 0 . 0 5 0  and 2 1 . 5 0 . 0 6 0  this b i l l  r e c o g n i z e s  the d i f f e r e n c e s  b e t w e e n  

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

o p t i o n  for the l a t t e r  in l ieu o f  m e m b e r s h i p  in the H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n .  

The d i f f e r e n c e s  b e t w e e n  f o r - p r o f i t  and n o t - f o r - p r o f i t  e n t i t i e s  an d  the d i f f e r e n t  

m e t h o d s  used in c l a i m s  payment, c o n t r a c t u a l  agreem e n t s , a n d  s e r v i c e  to s u b sc r i­

bers m a k e s  l u m p in g  the B l u e s  and c o m m e r c i a l  i n s urers toget h er  unwise. This b ill 

s e p a r a t e s  them w h i l e  a s s u r i n g  that e a c h  p r o v i d e s  his s hare of c o v e r a g e  to the 

p o o r  r i s k  market. T h i s  is a g o o d  f e a t u r e  of this piece of l e g i s l a t i o n .

H o w ever, i n  s u b s e c t i o n  (m) of S e c t i o n  2 1 . 5 0 . 0 5 0  y o u  a l l o w  a tax of f s e t for those 

i n s u r e r s  who j o i n  the H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n .  T h e  b ill needs to be 

a m e n d e d  to add that o f f s e t  in S e c t i o n  2 1 . 5 0 . 0 6 0  (b) and (c) or the offset, of 

and in itself, d e s t r o y s  the v i a b i l i t y  of the o p t i o n  f e a t u r es  of this bill.

S e c t i o n  3 of this b i l l  fs the o r i g i n a l  c o m m i t t e e ' s  s u b s t i t u t e  for Se n a t e  B ill 

227. T h e  f e at u r e s  of that a l c o h o l i s m  and drug d e p e n d e n c e  c o v e r a g e  d i f f e r  f rom 

^  c o v e r a g e  provi d e d u n d e r  the m i n i m u m  benefi t s  for a l c o h o l i s m  and drug de p e n d e n c e.  

T h a t  d i f f e r e n c e  m a y  n e e d  to be resolved.

T his b i l l  wi l l  c r e a t e  a d d i t i o n a l  r e q u i r e m e n t s  for i n s u re r s  and for m e d i c a l /  

h o s p i t a l  s e r v i c e  c o r p o r a t i o n s  d o i n g  b u s i n e s s  in the state of Alaska. T h e s e  

r e q u i r e m e n t s  w i l l  i n c r e a s e  costs.

T h i s  bil l  m a k e s  h e a l t h  c a r e  i n s u r a n c e  a v a i l a b l e  to any A l a skan. That i n s u r a n c e  

m a y  not be a f f o r d a b le .  T h e  m i n i m u m  benefits, pat t e r n e d a f t e r  C o n n e c t i c u t  law,

m a y  be r e a di l y  a v a i l a b l e  in that state. Some of those b e n e f i t s ar e  no t  e a s i l y

a v a i l a b l e  in A l a s k a  and the c o s t  for them m a y  be prohibitive. T h i s  b i l l  c ould

o f f e r  A l a s k a n s  a p r o m i s e  of h elp and, in reality, a f f o r d  them no re l ie f  at

all.

Sincerely,

oan, H. Gaumer, D i r e c t o r  

G o v e r n m e n t  R e l a t i o n s

J H G : e b

5 B - 1 0 / 1 1 / 1 2

E nclosure: S t a te  of A l a s k a  G r o u p  He a l t h  C a r e  & Life I n s u ra n c e  B e n e f i t s

( dated J u l y  1, 1979)

cc: W e s  C o y n e r
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T h e l m a  Buchholch.
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  T h e l m a :

T h e  f o l l o w i n g  is a n  a s s e s s m e n t  o f  p o s s i b l e  l e g i s­
l a t i o n  in t h e  a r e a  o f  s t a t e - s u b s i d i z e d  h e a l t h  i n s u r a n c e .  
T w o  a l t e r n a t i v e s  a r e  d i s c u s s e d :  t h e  f i r s t  c a l l s  for
u n i v e r s a l  a n d  c o m p r e h e n s i v e  c o v e r a g e ,  t h e  s e c o n d  p r o v i d e s  
f o r  a s u b s t a n t i a l  i m p r o v e m e n t  in h e a l t h  c a r e  s e r v i c e s ,  
b u t  is n o t  a c o m p r e h e n s i v e  p r o g r a m .  I w o u l d  l i k e  to 

e m p h a s i z e  a t  t h e  o u t s e t  t h a t  t h e  w o r k  d o n e  o n  th j 
s u b j e c t  w a s  d o n e  p u r e l y  o n  m y  o w n  t i m e  a n d  d o e s  not, 
in a n y  wa y ,  r e p r e s e n t  t h e  o p i n i o n s  o f  t n e  A l a s k a  
P u b l i c  I n t e r e s t  R e s e a r c h  G r o u p .

S o m e  f o r m  o f  s t a t e - s u b s i d y  in t h e  a r e a  o f  h e a l t h  
i n s u r a n c e  h a s  b e c o m e  n e c e s s a r y ,  in l a r g e  p a r t  d u e  to 
a n a t i o n w i d e  p r o b l e m  w i t h  t h e  a v a i l a b i l i t y  o f  h e a l t h  
c a r e  s e r v i c e s .  As m e d i c a l  c o s t s  s p i r a l  e v e r - u p w a r d s , 

m o r e  a n d  m o r e  i n d i v i d u a l s  a r e  u n a b l e  to p r o c u r e  a d e­
q u a t e  m e d i c a l  c a r e .  In A l a s k a ,  t h e  p r o b l e m  is m a g n i f i e d  
b y  a l i m i t e d  n u m b e r  o f  p h y s i c i a n s  a n d  s u b s t a n t i a l l y  
h i g h e r  m e d i c a l  c o s t s .  In a d d i t i o n ,  n u m e r o u s  d i f f i c u l t i e s  
w i t h  Alaska'* s; M e d i c a i d  s y s t e m  h a v e  l i m i t e d  t h e  a v a i l a­
b i l i t y  o f  h e a l t h  c a r e  e v e n  t o  t h o s e  p e r s o n s  q u a l i f y i n g  
f o r  s t a t e  m e d i c a l  a s s i s t a n c e .

A l t h o u g h  v a r i o u s  f o r m s  o f  g o v e r n m e n t - s u b s i d i z e d  
h e a l t h  i n s u r a n c e  h a v e  b e e n  p r o p o s e d  o n  a n a t i o n a l  l e v e l ,  
c o s t  c o n s i d e r a t i o n s  a n d  i n t e n s i v e  l o b b y i n g  a g a i n s t  
s u c h  i n s u r a n c e  b y  t h e  m e d i c a l  a n d  i n s u r a n c e  c o m m u n i t i e s  
h a v e  s e r v e d  t o  d e l ^ y  a d o p t i o n  o f  a n a t i o n a l  i n s u r a n c e  
p l a n .  S u b s i d i z e d  h e a l t h  i n s u r a n c e  o n  a s t a t e  l e v e l  w a s  
f i r s t  p r o p o s e d  b y  y o u  in 197 7 ,  h o w e v e r ,  a t  t h a t  t i m e  it 
w a s  f e l t  t h a t  t h e  c o s t s  i n v o l v e d  w e r e  p r o h i b i t i v e .

S i n c e  1 9 7 7 ,  s t a t e  o i l  r e v e n u e s  h a v e  a c c u m u l a t e d  in 
t h e  t r e a s u r y  t o  t h e  e x t e n t  t h a t  the S t a t e  o f  A l a s k a  
c u r r e n t l y  h a s  a l a r g e  a m o u n t  o f  s u r p l u s  r e v e n u e .
S i n c e  t h e  p r i m a r y  r e a s o n  in t h e  p a s t  f o r  n o t  f u n d i n g  
s o m e  t y p e  o f  h e a l t h  i n s u r a n c e  h a s  b e e n  c o s t ,  a n d  t h e  
s t a t e  c u r r e n t l y  p o s s e s s e s  t h e  m o n e y s  t o  f u n d  s u c h  a 

p r o g r a m ,  t h e  t i m e  is n o w  r i p e  to c o r r e c t  s o m e  o f  the 
g l a r i n g  d e f i c i e n c i e s  in tl^e a r e a  o f  h e a l t h  c a r e .
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T h e  f i r s t  a p p r o a c h  t o  a s o l u t i o n  o f  t h i s  p r o b l e m  
i n v o l v e s  u n i v e r s a l  a n d  c o m p r e h e n s i v e  s t a t e - s u b s i d i z e d  

h e a l t h  i n s u r a n c e .  A d o p t i n g  s u c h  c o v e r a g e  w o u l d  b e  t h e  
m o s t  e q u i t a b l e  m a n n e r  o f  m a k i n g  h e a l t h  s e r v i c e s  a v a i l­
a b l e  to A l a s k a ' s  r e s i d e n t s .  H o w e v e r ,  t h i s  p r o g r a m  w o u l d  
b e  e x t r e m e l y  e x p e n s i v e  ( p r o b a b l y  u p w a r d s  o f  $ 1 0 0  m i l l i o n ) , 
a n d  c o u l d  p r o b a b l y  e x p e c t  to meerfc; w i t h  a g r e a t  d e a l  o f  
r e s i s t a n c e .  T h e  r e s i s t a n c e  w o u l d  c o m e  n o t  o n l y  f r o m  t h e  
e x t r e m e l y  w e l l - o r g a n i z e d  m e d i c a l  a n d  i n s u r a n c e  l o b b i e s ,  
b u t  a l s o  f r o m  o p p o n e n t s  o f  i n c r e a s e d  g o v e r n m e n t  s e r v i c e s  
a n d  p r o p o n e n t s  o f  i n c o m e  t a x  r e p e a l .  I d o u b t  w h e t h e r  
i t  is f e a s i b l e  t o  g e t  a p r o g r a m  o f  t h i s  t y p e  a p p r o v e d ,  
h o w e v e r ,  y o u  a r e  m u c h  m o r e  a w a r e  o f  t h e  p o l i t i c a l  c l i m a t e  

t h a n  a m  I.

T h e  s e c o n d  a p p r o a c h ,  t h e r e f o r e ,  is a p i e c e m e a l  s o l u t i o n  

to t h e  h e a l t h  c a r e  p r o b l e m .  It a d d r e s s e s  s p e c i f ic p r o b l e m s  
w h i c h  e x i s t  in t h e  a r e a  o f  h e a l t h  c a r e  s e r v i c e s . It c o m ­

b i n e s  m i n i m u m  s t a n d a r d  b e n e f i t s  r e q u i r e m e n t s ,  i n s u r a n c e  
a v a i l a b i l i t y  t o  M e d i c a i d - m e d i c a l l y  n e e d y  q u a l i f i e d  i n d i­
v i d u a l s ,  m a n d a t o r y  e m p l o y e r  s p o n s o r e d  c o v e r a g e ,  a n d  r e­

i n s u r a n c e  p o o l s .

M i n i m u m  s t a n d a r d  b e n e f i t s: T h e r e  is n o  r e g u l a t i o n

o f  t h e  l e v e l s  o f  s e r v i c e  c o v e r e d  by p r o v i d e r s  o f  h e a l t h  
i n s u r a n c e  in A l a s k a .  M a  iy p o l i c i e s  a r e  n o t  a d e q u a t e  to 
p r o t e c t  t h o s e  c o v e r e d  f r o m  f i n a n c i a l  h a r d s h i p .  I n d i v i­
d u a l s  p u r c h a s i n g  i n s u r a n c e  o u t s i d e  o f  a " g r o u p  p o l i c y "  a r e  
s u b j e c t  to b r A 9>d e x c l u s i o n s  f o r  p r e - e x i s t i n g  c o n d i t i o n s ,  
e v e n  t h o u g h  s u c h  a c o n d i t i o n  m a y  h a v e  o c c u r c d  t w e n t y  
y e a r s  i n  the p a s t  (e.g. a p r e v i o u s  b a c k’ i n j u r y  w i l l  g i v e  
r i s e  t o  an e x c l u s i o n  f o r  a n y  d i s e a s e ,  d e f e c t  o r  i n j u r y  
to t h e  b a c k  e v e n  if t o t a l l y  u n r e l a t e d ) .  M a n y  p o l i c i e s  
l i m i t  r e i m b u r s e m e n t s  to " r e a s o n a b l e  c h a r g e s "  a s  d e f i n e d  
by t h e  i n s u r a n c e  c o m p a n y ,  r e g a r d l e s s  o f  a c t u a l  c h a r g e s  a n d  
t h e  p o l i c y  h o l d e r  m u s t  p a y  t h e  d i f f e r e n c e .  T h i s  is 
e s p e c i a l l y  a p r o b l e m  in A l a s k a  w h e r e  t h e  " r e a s o n a b l e  
c h a r g e "  d e t e r m i n a t i o n  is m a d e  in i n s u r a n c e  c o m p a n y  h e a d­

q u a r t e r s  l o c a t e d  o u t s i d e  t h e  stat e .

In r e s p o n s e  t o  s u c h  p r o b l e m s ,  s e v e r a l  s t a t e s  h a v e  

a d o p t e d  m i n i m u m  s t a n d a r d  b e n e f i t s  f o r  h e a l t h  c a r e  p l a n s .
(see e n c l o s e d  l e g i s l a t i o n ) .  In a d d i t i o n ,  t h e  N a t i o n a l  
A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  (NAIC) h a s  
d e v e l o p e d  m o d e l  s t a t e  h e a l t h  i n s u r a n c e  l e g i s l a t i o n  for 
m i n i m u m  s t a n d a r d  b e n e f i t s  (see 13 F O R U M  680 (1978)).
T h e  s t a n d a r d s  s e t  o u t  t h e  m i n i m u m , a c c e p t a b l e  l e v e l  of 
s e r v i c e  for h e a l t h  .insurace p o l i c y ^  in e f f e c t  in t h e  

s t a t e .

A l a s k a  s h o u l d  a d o p t  m i n i m u m  s t a n d a r d  b e n e f i t s  
r e q u i r e m e n t s .
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I n s u r a n c e  f o r  M e d i c a i d / m e d i c a l l y  n e e d y ; T h e  M e d i c a i d  
p r o b l e m ,  in p a r t i c u l a r ,  m u s t  b e  a d d r e s s e d  t h i s  s e s s i o n .  
D o c t o r s  a r e  u n h a p p y  w i t h  t h e  s t a t e ' s  M e d i c a i d  p r o g r a m  
b e c a u s e  t h e y  a r e  n o t  b e i n g  p a i d .  R e c i p i e n t s  o f  s t a t e  
m e d i c a l  a s s i s t a n c e  a r e  u n h a p p y  w i t h  the s t a t e ' s  M e d i c a i d  
p r o g r a m  b e c a u s e  d o c t o r s  w i l l  n o t  t r e a t  t h e  > b e c a u s e  t h e  
d o c t o r s  a r e  n o t  b e i n g  p a i d .  B o t h  g r o u p s  a e c l a m o r i n g  
f o r  r e f o r m .

A s  a n  a l t e r n a t i v e  to m e d i c a l  a s s i s t n a c e  b y  d i r e c t  p a y ­
m e n t s  t o  p r o v i d e r s ,  t h e  s t a t e  o f  O r e g o n  h a s  a d o p t e d  a 

p r o g r a m  (see e n c l o s e d  l e g i s l a t i o n ) , w h e r e  m e d i c a l  a s s i s­
t a n c e  f u n d s  a r e  u s e d  to p a y  h e a l t h  i n s u r a n c e  p r e m i u m s .

T h u s ,  t h e  s t a t e  p r o v i d e s  h e a l t h  i n s u r a n c e  f o r  d e f i n e d  
g r o u p s  o f  p e o p l e  (errfflwajgjiOiirmiMiHi-j.. " H u 1 m e m y i m m & y  
j2SjSrRsafeel4- w h o  h a v e  no p r a c t i c a l  a c c e s s  to p r i v a t e  h e a l t h  
c a r e  c o v e r a g e .

A t  t h e  s a m e  tim e ,  t h e  s t a t e  s h o u l d  o p t  in to t h e  
f e d e r a l  " m e d i c a l l y  n e e d y "  M e d i c a i d  p r o g r a m .  T h i s  p r o g r a m  
w o u l d  e x t e n d  s t a t e  m e d i c a l  a s s i s t a n c e  to t h o s e  p e r s o n s  
w h o s e  i n c o m e  e x c e e d s  t h e  i n c o m e  s t a n d a r d s  o f  c u r r e n t  

a s s i s t a n c e  p r o g r a m s ,  b u t  w h o  h a v e  i n c u r r e d  m e d i c a l  e x p e n s e s  
w h i c h  e q u a l  o r  e x c e e d  t h e  d i f f e r e n c e  b e t w e e n  t h e  p e r s o n ' s  
m o n t h l y  i n c o m e  a n d  t h e  i n c o m e  s t a n d a r d  a p p l i c a b l e  u n d e r  
t h e  c u r r e n t  p r o g r a m .  In o t h e r  w o r d s ,  t h e  s t a t e  w o u l d  
p r o v i d e  m e d i c a l  a s s i s t a n c e  t o  p e r s o n s  w h o  o t h e r w i s e  w o u l d  
n o t  h a v e  b e e n  e l i g i b l e  b e c a u s e  t h e y  m a k e  t o o  m u c h  m o n e y .
T h e  p u r p o s e  o f  t h e  " m e d i c a l l y  n e e d y "  p r o g r a m  is to a l l o w  
l o w e r - m i d d l e - i n c o m e .  p e r s o n  w h o  c a n  n o t  a f f o r d  to s h o u l d e r  
th e  f u l l  c o s t  o f  m e d i c a l  c a r e  t h e  o p p o r t u n i t y  to r e c e i v e  
n e e d e d  m e d i c a l  a s s i s t a n c e .  U n d e r  s u c h  a p r o g r a m ,  t h e s e  
i n d i v i d u a l s  w o u l d  " s p e n d  d o w n "  t o  t h e  i n c o m e  l i m i t s ,  a n d  
t h e  s t a t e  w o u l d  p i c k  u p  t h e  rest. T h i s  p r o p o s a l  i s  

d i v i s i b l e  f r o m  t h e  r e s t  o f  t h e  i n s u r a n c e  p r o g r a m  d i s c u s s e d  Kiajl- 
a n d  s h o u l d  b e  a d o p t e d  e v e n  if n o  o t h e r  a s p e c t  o f  m y  

s u g g e s t i o n s  is a p p r o p r i a t e  for l e g i s l a t i v e  a c t i o n .

A l a s k a  s h o u l d  u t i l i z e  M e d i c a i d  f u n d s  to m a k e  h e a l t h  
i n s u r a n c e  a v a i l a b l e  t o  q u a l i f i e d  i n d i v i d u a l s :

M a n d a t o r y  e m p i r ic*- c o v e r a g e : H a w a i i  h a s  o i o n e e r e d  
t h e  a r e a  o f  r e q u i r i n g  c J T t a l n  e m p l o y e r s  t o  c f r r y  h e a l t h  
i n s u r a n c e  o n  a l l  e m p l o y e e s .  T h e  s p e c i f i c s  o f  t h e i r  

l e g i s l a t i o n  c o n t a i n e d  in S h a r m a n  H a l e y ' s  r e p o r t  " T h i r d  
P a r t y  H e a l t h  C o v e r a g e  in A l a s k a "  a n d  I t h e r e f o r e  w i l l  

n o t  d i s c u s s  t h e  d e t a i l s  here. M a n d a t i n g  e m p l o y e r  s p o n s o r e d  
c o v e r a g e  w i l l  d o s e  a l a r g e  g a p  in A l a s k a n  h e a l t h  c a r e ,  

w i l l  n o t  i n v o l v e  a g r e a t  d e a l  o f  e x p e n s e  o n  t h e  p a r t  of 
t h e  s t a t e  a n d  w i l l  n o t  s u b s t a n t i a l l y  i n c r e a s e  s t a t e  

b u r e a u c r a c y .

I
A l a s k a  s h o u l d  r e q u i r e  e m p l o y e r s  to p r o v i d e  h e a l t h  

i n s u r a n c e  m e e t i n g  m i n i m u m  s t a n d a r d  b e n e f i t s  to e m p l o y e e s .
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Reinsurance pools: At the present time in Alaska,
high-risk individuals can not purchase health insurance 
at any price. To combat this problem and also to 
protect insurance companies from having to bear too great 
a burden in insuring such individuals, several states 
have developed mandatory, reinsurance pools to ensure 
health care coverage/?¥cu/ high-risk persons, (see enclosed 
legislation). This is a relatively inexpensive program 
tc implement.

Alaska should require insurance companies to form 
reinsurance pools to protect high-risk individuals.

By combining the above four programs, the state 
would ensure that some form of health insurance is 
available to nearly all Alaskan citizens. The only 
persons left substantially unprotected are the.''seTf- 
employed. Although a provision could be made whereby 
these people could have optional health insurance 
with a state subsidy, this type of program would be 
extremely expensive. Self-employed and ̂ 1£fevtf-insured 
persons benefit from the above described program thrcugh 
the minimum standard benefits requirement.

I hope my reviewing this issue has been of some use 
to you, it certainly has been of great interest to me.
If there is anything further X can do, please let me 
know (preferably after February 28 and the traumas of 
the bar exam are over).

•

Enjoy the session!

Sincerely,

/

Laurie Ctto



SUMMARY OF 1976 COMPREHENSIVE HEALTH INSURANCE ACT
Chapter 296, Minnesota Laws of 1976
Amended by Chapter 409, Minnesota Laws of 1977

Objectives

The 1976 law consists of three articles: Article I (a) establishes
minimal standards for health insurance policies and (b) creates 
the Comprehensive Health Association which administers a "state 
insurance pool" for persons who are unable to buy insurance because 
of existing health problems. The objective of this article is to 
upgrade health insurance policies and to increase the availability 
of health insurance.

Article II establishes a hospital rate review system. Tnis p r o­
vision requ5.res licensed hospitals to be subject to rate review by 
an approved voluntary, peer review organization. The Department of 
Health is authorized to "publicly review and comment" on the rates 
charged by hospitals. The objective of this article is to reduce 
rates charged by hospitals by monitoring those charges via a rate 
review system.

Article III provides financial assistance to persons who incur high 
medical e x p e n s e s . The Catastrophic Health Expense Program is de­
signed to protect households from being bankrupted by medical care 
e x penses.

Summary

Article I - Minnesota Compreher. jive Health Insurance Act of 1976 

Part A  - Minimum benefits for health insurance coverage 

Duties of Insurance Companies

All health insurers doing business in the State of Minnesota are 
required to offer a "qualified" health policy to applicants for in­
surance. The article defines three levels of "qualified" plans-- 
number one (low), number two (standard), and number three (high).
The minimum benefits of a number three plin "shall be equal to at 
least 80 percent of the cost of covered services in excess of an 
annual deductible which does not exceed $150." The coverage shall 
also include a limitation of $3000 per person on total annual out- 
of-pocket expenses for covered services. The maximum lifetime ben­
efit cannot be less than $250,000. The article also itemizes the 
services to be covered by the "qualified" plan. The three levels 
of "qualified" plans vary only in the amount of deductible required: 
number three - $150; number two - $500; and number one - $1000.
A  health maintenance plan is defined as a number three qualified 
plan. Insurers arp not prohibited from developing and selling an 
"unqualified" plan, however, the insurance companies must "affirm? 
tively" offer coverage for major medical expenses to an applicant 
for a new "unqualified" plan. This major medical coverage shall be 
payable, subject to any copayment, up to a maximum lifetime limit 
of $250,000 for out-of-pocket expenses incurred within a calendar 
year, exceeding $5000.



A ny insurance company issuing a Medicare supplement plan shall offer 
a "qualified" Medicare supplement plan to each eligible applicant.
A  plan is deemed "qualified" if it p7;ovides coverage of 50 percent 
of the deductible and copayment required under Medicare and 80 p e r­
cent of the charges for "qualified plan" covered services w hich are 
not paid by Medicare. This plan includes a $1000 per person limit 
on annual out-of-pocket expenses.

* Note: As of July 1, 1979, covered services must include a second
opinion on surgical procedures expected to cost a total of $500 
or m o r e .

Duties of Employers

Each employer who makes available to his employees a health i n s ur­
ance plan must offer at least a ntimber two plan. The employer does 
not necessarily have to finance the qualified plan. It can be fi­
nanced from funds contributed solely by the employer or solely by 
the employees; or a combination thereof. For the purposes of this 
article, an employer is defined as employing ten or more residents 
of the state. The employer may supplement the existing health plan 
in order to meet the number two plan requirement.

The penalty for noncompliance is the exclusion of the employer's 
costs for health benefits as a state income deduction. A  non-profit 
employer would lose its tax exempt status if the requirement is not 
met.

Any employer with 100 or more employees must offer a dual option 
to obtain either an accident and health insurance policy or a health 
maintenance organization contract, if one is available.

Conversion Privileges

The law requires group accident and health insurance policies and 
health maintenance organization contracts to include the right to 
convert to an individual coverage "qualified" plan without the 
addition of underwriting restrictions. The person leaving the group 
has 30 days in which to exercise his right to convert.

Each health insurance plan must also include a provision allowing, 
upon the death of an insurance holder, other individuals covered 
under the. plan to continue coverage.

Part B - Comprehensive Health Insurance Plan

Article I also creates the Comprehensive Health Association which 
must offer policies whic h  provide the benefits of a number one 
qualified plan, a number two qualified plan, and a qualified M e d i­
care supplement plan to individuals who cannot otherwise obtain 
standard insurance coverage becuase of health problems. The A s s o­
ciation is comprised of all insurers, self insurers, f r a t e m a l s ,  
and health maintenance organizations doing business in Minnesota. 
These policies are referred to as the Comprehensive Health Insur­
ance Plan or State Plan.



Comprehensive Health Insurance Plan

The Comprehensive Health Association is responsible for selecting 
a writing carrier to administer the Comprehensive Health Insurance 
Plan. The Association may select separate writing carriers for 
each type of "qualified" plan.

The state plan is open for enrollment at all times. An  eligible 
person may apply to the Association or to the writing carrier. For 
the first 18 months of the. plan's operation, premiums were determined 
bv averaging the premium rates charged by the five largest insurers 
in each plan category. Subsequent premium determination will be 
based on actuarial experience. Not more than 12.5% of the premiums 
m a y  be .expended by the writing carrier for administration costs.

Each member of the Association is responsible for sharing the losses 
due to claim expenses of the state plan. Members shall share those 
costs on a pro-rated basis, determined as a ratio of premiums r e­
ceived by a member to the total amount of total premiums received 
by the Association members.

If there are any net gains from the operation of the state plan, 
it shall be used to offset future losses or reduce premiums.

Public Education

The Association is responsible for disseminating information to the 
public regarding the availability of the state plan.

Referral Fee

The writing carrier shall pay an agent's referral fee of $25 to each 
agent who refers an applicant to the state plan. This fee is i n­
cluded in the 12.5% administration expense limit.

P r e -Existing Condition Clause

An enrollee of the state plan is not covered for any pre-existing 
condition during the first six months of coverage if the condition 
was diagnosed or treated within 90 days prior to the filing of an 
application.

Reinsurance

A  member of the Association may elect to reinsure the risks involved 
with being required to offer (a) individual qualified plans, (b) 
group conversions, (c) group qualified plans with fewer than 50 
members, or (d) major medical coverage. The member would be reinsured 
through the Association. The Association administers the policies 
that are reinsured by a member. Any income in excess of the costs 
incurred for providing the reinsurance service shall be used to off­
set losses in the state plan or reduce the premiums.

Article II - Hospital Administration Act

Article II establishes a system by which hospital rates are reviewed.
A  licensed hospital may agree to submit its financial reports and 
rate schedules to a voluntary, non-profit rate review organization



for review. If the hospital does not report to this rate review 
organization, it will be subject to review by the Department of 
Health, the administrative agency for this act.

The Department of Health shall prescribe standards for purposes of 
approving a rate review organization. The Department is authorized 
to collect financial information which includes (a) a balance sheet,
(b) a statement of income and expenses, (c) a copy of the most r e­
cent Medicare cost report, and (d) a schedule of rates. The Depart­
ment also has the right to inspect hospital records and audits. Any 
modifications to a-hospital's rate schedule must be reported to the 
Department of Health 60 days in advance of their effective date. If 
a hospi '1 is subject to review by  the Department of Health, the 
Department m ay conduce a public hearing on any rate increases which 
they consider excessive and may publicly comment on any increase.

Insurance Rates

This article also requires actuarial justification of any premium 
increase for a nongroup policy at the time of filing the insurance 
plan with the Commissioner of Insurance.

Another provision directs the Commissioner of Insurance to disapprove 
a filed health plan "if the proposed premiurr rate is excessive b e­
cause the insurer has failed to exercise reasonable cost control."

Article III - Catastrophic Health Expense Protection Act

This program offers financial relief to households which incur 
large medical expenses. The state will pay for 90% of "qualified" 
expenses, for whi c h no third party is liable, in excess of a thresh­
old figure which is calculated by an income-related formula. "Qual­
ified" expenses are those charges for covered services itemized as 
minimum benefits in the Comprehensive Health Insurance Act (Article

I).

The above mentioned formula is as follows: (a) calculate 40% of
household income up to $15,000, plus 50% of household income up to 
$25,000, plus 607* of household income in excess of $25,000; or,
(b) $2,500, whichever is greater. If, for example, the household 
income is $10,000 the threshold figure is $4000. In this case the 
state w ould pay 90% of "qualified" expenses in excess of $4000.

Nursing Home Provision

The 1977 Legislature amended the Catastrophic Act to provide assis­
tance to persons undar the age of 65 who have resided in a nursing 
home for m o r e  than three years. The state will pay for all nursing 
home expenses which exceed 207. of household income.

Reasonableness of Rates

The Commissioner of Public Welfare is granted the authority to det­
ermine the reasonableness of provider charges. The Commissioner may 
also determine the "medical necessity" of a health service. In order 
to carry out that authority, the Commissioner may contract with a 
professional standard review organization to make these determinations,



Experience

Article I - Comprehensive Health Insurance Plan

The state plan went into effect on January 1, 1977. As of June 
30, 1978, the plan had 1,074 policies in force. The total p r e­
miums earned for the first 18 months of the plan's operation was 
$441,107.73. As indicated earlier, the premium rate for this time 
period was based on the average of premiums charged by tie five 
largest insurers in each category. The total claims paid for this 
period is $392,412.93. A  reserve for incurred but not reported 
claims has been set at $220,000.

The 1978 State Legislature appropriated $200,000 to reimburse the 
Comprehensive Health Association for the first $2L0,000 of claims 
expenses incurred after June 30, 1978 which are in excess of earned 
premiums. The premium will be determined by generally accepted 
actuarial principles subsequent to June 30, 1978 except that the 
n e w  premium rate cannot exceed 125% of the average premium charged 
by the five largest insurers in each policy category. This premium 
limit was enacted by the 1978 Legislature.

Article II - Hospital Administration Act

All licensed hospitals have opted to be subject to review by a 
voluntary, non-profit rate review organization. This is the peer 
review organization of the Minnesota Hospital Association. It is 
estimated that if the hospitals comply to the proposed budgets dev­
eloped through rate review the increase in hospital charges will be 
between 10% to 11% compared to an historical increase of nearly 
14% per year.

Article III - Catastrophic Health Expense Protection Act

This Article went into effect July 1, 1977. Eighteen million dollars 
was appropriated for the biennium 1978-1979 for the medical care 
portion of the program. $900,000 was appropriated for the nursing 
home section. To date there have been 148 approved applications 
for the medical care program for an expenditure of $441,299. For 
fiscal year 1978, twelve applications were approved for the nursing 
home expense program, totaling $55,323.65.
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THE POLITICAL PLANNING OF A STATE 
HEALTH INSURANCE PROGRAM

By Senator Donald D. If. Ching 
Majority Leader 

Hawaii State Senate

The concept of prepaid health care based on mandatory 

employment-related coverage was a brand new idea when first 

introduced in the Hawaii Legislature in 1971. It became lav; 

three years later as Act 210 of the 1974 legislative session.

Enactment of our Prepaid Health Care Lav; climaxed 

several years of lively discussion in the Legislature, and 

for many of us who supported it, Act 210 marked yet another 

milestone in the growing body of progressive legislation 

placed in our statutes since our Islands became a sovereign 

state in 1959.

Measured against the national background, the law r e p r e­

sented a significant achievement in terms cf social progress. 

Yet, while there was much discussion between introduction and 

enactment, the proposal was not widely viewed as politically 

controversial by the public at large. As a matter of fact, in 

my nearly 20 years of experience in our Legislature, I have 

seen a lot more heat generated over issues of considerably 

lesser public import.



To be sure, there was resistance and opposition from the 

traditional opponents of so-called "social legislation." But 

there was not the hue and cry that one might expect, considering 

the novelty of the concept.

This is not to say that the spectrum of political thought 

in Hawaii does not cover any ground to the right of center.

Let me assure you we do have traditional conservative views 

held by many in our State, and I, for one, believe this is a 

healthy condition. But to the credit of those who did not 

adhere to the concept, their opposition was not based on the 

emotionalism that too often attends and distorts vical public 

issues of the day.

I believe the law was generally accepted by the public 

because of the kind of political climate we have in Hawaii 

and because the lav/ was viewed as a logical extension of the 

kinds of programs that were already in effect at the time.

Let me briefly describe our Prepaid Health Care Law, 

then attempt to present an account of its chronological 

place in the context of Hawaii's legislative history.

The Act requires virtually every employer in the State 

to provide regular employees a health insurance program and 

to contribute at least one-half the premium cost for the 

employees' coverage. The major categories of employees e x­

cluded are insurance and real estate salesmen paid entirely 

by commissions and individuals under 21 working under a 

parental relationship.
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The employee's contribution is limited to no more than

1.5 per cent of his monthly salary. A "regular" employee is 

defined as one who works at least 20 hours a week, excepting 

seasonal hires in Hawaii's pineapple industry.

Health plans negotiated under collective bargaining 

agreements are exempt because such negotiated benefits are, 

for the most part, more liberal in coverage or employer 

contributions than required under the Act.

An employer can elect to provide a plan which obligates 

the insurer to either reimburse the expenses of health care 

or to directly furnish the required health care benefits.

The level of benefits provided must be equal to or medically 

reasonably substitutable for those benefits provided by p r e­

paid health care plans of each type —  direct or reimbursed - 

which has the largest number of subscribers in the State.

In Hawaii, the standards are thus based on the Kaiser Health 

Foundation's Plan I, in the case of direct services, and the 

Hawaii Medical Service Association's (Blue Shield) Plan IV, 

in the case of reimbursed expenses. Both the Kaiser and KMSA 

plans are basic, comprehensive medical plans emphasizing 

ambulatory care.

Plans offered by other insurers may be provided, upon 

review and approval of a seven-member advisory council c o m­

prised of consumer, employer, medical profession, and health 

plan representatives.

What kind of coverage is required by our law? Every 

qualifying plan must include the following:
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—  120 days of hospital benefits, plus outpatient services

—  surgical benefits, including anesthesiologist services.

—  medical services, including home, office, hospital 

visits, and intensive medical care.

—  laboratory, x-ray, and radio-therapeutic services 

necessary for diagnosis and treatment.

—  maternity benefits, provided an employee has been, 

covered for nine months prior to childbirth.

—  and, under an amendment added last year, substance 

abuse benefits for alcoholism and drug addiction, 

including outpatient services and detoxification and 

acute care benefits.

The foregoing summarizes the basic provisions of our law.

How, then, did we come to enact what some may view as 

an extremely liberal mandatory health insurance program?

First, it should be noted that we have a substantial 

body of progressive and advanced social leg ation in Hawaii. 

This is true of our labor laws, our educational system, our 

public welfare program, and in our judicial system. For 

instance, our minimum v/age law, wage and hour law, workers* 

compensation, temporary disability insurance, and u ne m p l o y­

ment insurance programs all have standards comparable to the 

highest in the Naticn. In addition, we also have a public 

defender program and a criminal injuries compensation law.

We also have a no-fault insurance law and a medical m a l p r a c­

tice law, the latter amended this year to remove the mandatory 

feature and to permit doctors the option of forming cooperative 

indemnity plans to protect themselves against liability ju d g­

ments. - 4 -



Our public assistance program is so liberal it is causing
• .

us severe financial strains —  but that's another story, and 

I won't digress into it, except to note that we eagerly look 

forward to federal reform initiatives promised by the Carter 

A d m i n i s tr at i on .

The political foundation for eventual enactment of 

our prepaid heal .h care law was further set during the m i d­

sixties in a program popularly labeled "The New Hawaii," 

adopted jointly b y  the legislative majorities and the 

A d m i n i s t r a t i o n .

During this period, dramatic changes were advanced in 

terms of Hawaii's social, economic, and political conditions. 

Basically, the stated objective was to enact laws and programs 

to insure equal treatment and equal opportunities for all 

citizens. If this sounds simplistic, it should be borne in 

mind that Hawaii was pretty much the political domain of the 

sugar and pineapple plantation interests up until the end of 

World War II and that when, for the first time in our history, 

we elected a Democratic Governor and Democratic majorities in 

both houses of the State Legislature in 1962, there v/ere not 

a few who thought the revolution was at hand.

But the changes we sought were achieved in orderly, not 

revolutionary, fashion. And there was early ferment for novel 

and innovative legislation to extend equal opportunity in 

basic human concerns to all segments of our society.

It appeared logical to move toward some form of m a n d a­

tory prepaid health care law. The question then was how best 

to extend coverage to the uninsured working men and women
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of Hawaii and thereby provide them "equal treatment" as a 

matter of social equity. Moreover, how could this be best 

achieved without any substantial added costs to the State, 

bearing in mind that our centralized system imposes unusually 

heavy financial burdens on the State?

To determine cost factors and the numbers and -classes of 

employees in the uncovered "gap group," a study was commissioned 

through the Legislative Reference Bureau, the Legislature's 

principal research arm. Dr. Stefan A. Riesenfeld, former 

University of California law professor and a widely recognized 

authority on social legislation, now counsel to the U.S.

State Department, was selected to do the research. Professor 

Riesenfeld had prepared an earlier report for the Legislature 

on temporary disability insurance, which study was extremely 

valuable to us in enacting our TDI law in 1969.

The Riesenfeld report, published in 1971, was a thorough 

and comprehensive study. Acknowledging the difficulty of 

precisely quantifying need, the report generally concluded 

that, among the State's employed, 11.7 per cent did not have 

hospital coverage, 13.5 per cent lacked surgical coverage, 

and 17.2 per cent did not have regular medical insurance.

The existence of a significant number of otherwise 

uncovered potential beneficiaries of the proposed legisla­

tion formed the primary policy consideration of the program. 

Other factors considered included the rising costs of health 

care and the need to assue the most practical method of e n­

suring the financial availability of health care for Hawaii's 

working men and women. Thus, the overall health of our p o p u­

lation was the over-riding concern; without ensuring the



ready accessibility of health care, how could optimum health 

care be maintained?

Data compiled and analyzed in the report were very 

thorough. Sources outside the State included the Health 

Insurance Association of America, the Health Insurance 

Institute, the Bureau of Labor Statistics, the Social Security 

Administration, and the Bureau of the Census. Information 

frcm State agencies included data from the State Statistician 

and the Departments of Taxation, Planning and Economic D e v e l o p­

ment, Social Services and Housing, and Labor and Industrial 

Relations. Data was also g^.-hered from labor unions, the 

Hawaii Employers Council, the H.MSA, Kaiser Foundation, and 

through questionnaires mailed to all employers covered by 

the Hawaii Employment Security Law.

Data used included statistics relative to the following:

—  Population by age levels, civilian and military.

The latter distinction was important because of the sizeable 

permanent military presence in Hawaii.

—  Labor force, public and private.

—  Population entited to Medicare.

—  Extent of prepaid health plan coverage for hospital, 

surgical, and medical benefits, both for subscribers and 

d e p e n d e n t s .

—  Size and type of business of private employers.

—  Medical assistance recipients and expenditures.

As indicated by the sources of data, the full range of 

interest groups became involved in the process, whether employer 

or emplo; ?e oriented.

- 7 -



During our legislative conr.ittee hearings, testimony was 

presented by representatives of the insurance industry, the 

health professions, the University of Hawaii Schools of 

Public Health and Social Work, the Comprehensive Health 

Planning Council, and a wide range of individual citizens.

There was very little question as to whether the plan 

proposed would be comprehensive or catastrophic in its 

approach. The Riesenfeld report recommended the comprehensive 

coverage plan and specifically recommended the adoption of 

prevailing coverages in the State, which then became the legal 

minimum. This reflected the health care habits and patterns 

of the State and set a floor without unduly disrupting the 

existing set -dules of coverage.

The decision to make coverage m a n d a t e  y was central to 

the legislation proposed. Before enactment of Act 210, 

voluntary participation was, in effect, the public policy of 

the State.

As to the question of affordability, the only new cost 

factors imposed upon the State weere founded upon tne a d m i n i­

strative requirements of the law and anticipated premium 

s u pp l em en t at i on .

Administration of the new program proved to be quite 

easy, as it was smoothly meshed in as a responsibility of the 

Disability Compensation Division of the State's Department of 

Labor and Industrial Relations. Thus, three important employee 

benefits programs were placed under one umbrella: the well-

established Worker's Compensation Law; the TDI law passed in 

1969; and the 1974 Prepaid Health Caro Act. (Incidentally,



' you may have noticed that what used to be known as Workmen's 

Compensation is now referred to as Workers' Compensation in 

our State, reflecting the many similar amendments v;e have 

adopted consonant to our accepted policy on equal rights.)

Much to our pleasant surprise, the administrative expenses 

of Act 210 have been comparatively low. Initially, we 

authorized 11 nev; position j in the Disability Compensation 

Division, with an appropriation of $250,000 in General 

Funds to cover salaries and other expenses. Much to the 

division's credit, Act 210 was implemented with substantially 

the existing staff. The first appropriation thus lapsed, 

and it was renewed this year at the same annual level on the 

expectation that additional personnel will be recruited 

during the next biennium.

A feature of Act 210 is a provision for premium s upple­

mentation financed by the State to cover employer premium 

requirements caused by limits imposed on employee c on t ri b u­

tions. This feature subsidizing employer contributions 

was included to provide a cost protection for marginal 

small businesses. Initially, $375,000 was set aside in a 

trust fund for premium supplementation. Again, to our 

pleasant surprise, there has been little need to supplement 

premiums. It's estimated that, to date, only some $20,000 to 

$30,000 has been tapped from the trust fund in subsidies. 

Meanwhile, the fund is held in an interest-earning status.

What are the numbers that actually surfaced as a c o n s e­

quence of Act 210? The division reports that about 18,500 

employers have thus far been registered. However, the extent

* .

- 9 -
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°f newly covered workers has been difficult to establish

because many of the registered employers had voluntary programs

in effect before Act 210. Dr. Riesenfeld has estamated some

40,000 employees were not covered at the time he conducted

his study. The Disability Compensation Division is of the

opinion that actually more than 40,000 received new benefits

becaus- le requirement that employers cover at least

half ’i the premium costs.

Of the 18,500 employers, all but some 1,000 have elected 

plans offered by the State's two major insurers —  HMSA and 

Kaiser. The approximately 1,000 employers who have opted 

for plans offered by other insurers are the major source of 

additional workload upon the division. Each submittal in 

this category must be reviewed by the advisory council.

The advisory council provision serves another purpose. 

During the course of legislative hearings on the act, public 

health advocates had expressed concern that the required 

benefits might be too rigid and unresponsive to changes in 

health care over the years. The Prepaid Health Care Advisory 

Council provisions were thus added to establish an appropriate 

agent to review medical equivalency of benefits.

To conclude, in light of Hawaii's experience, I believe 

any national health insurance plan should take into con­

sideration the course that we have opted for. I am confident 

the standards we have set would meet any that a federal law 

would impose. As a means of encouraging other states to follow 

suit, or to adopt a true state plan such as Rhode Island's,

- 1 0  -



I s u g g e s t  f e d e r a l  l e g i s l a t i o n  p r o v i d e  s u p p o r t  g r a n t s  t o  a t  

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

s u p p l e m e n t a t i o n  e x p e n s e s .

F i n a l l y ,  l e t  m e  s u m m a r i z e  t h e  c o n d i t i o n s  t h a t  l e d  t o  t h e  

s u c c e s s f u l  a d o p t i o n  a n d  i m p l e m e n t a t i o n  o f  H a w a i i ' s  P r e p a i d  

H e a l t h  C a r e  A c t :

1 —  A  p o l i t i c a l  c l i m a t e  s y m p a t h e t i c  t o  s o c i a l  n e e d s .

2 —  T i m e l i n e s s  i n  t e r m s  o f  p r o g r e s s i v e  i m p r o v e m e n t s

t o  t h e  g e n e r a l  b o d y  o f  s o c i a l  l e g i s l a t i o n  a l r e a d y  o n  t h e  b o o k

3 —  A  c o m p r e h e n s i v e  s t u d y  o f  a  s t a t e ' s  n e e d s ,  t o  a r m  

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

p r o p o s e d  l e g i s l a t i o n .

4 —  O p e n  d i s c u s s i o n  i n v o l v i n g  a l l  i n t e r e s t e d  e l e m e n t s  

w i t h i n  t h e  p u b l i c .

5 —  T h e  l a s t  m a y  b e  a n  e l e m e n t  n o t  v e r y  c o m m o n  t o  

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

s i d e r a t i o n  i n  o u r  o w n  d e l i b e r a t i o n s .  T h i s  i s  t h e  f a c t ,  w e l l  

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

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

p r o g r a m s  w e r e  c o v e r e d  u n d e r  p l a n s  o f f e r e d  b y  t w o  m a j o r  

i n s u r e r s  i n  t h e  S t a t e .  H a v i n g  a  c l e a r  p a t t e r n  t o  f o l l o w  i n  

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

a g a i n s t  e x t e n d i n g  s i m i l a r  b e n e f i t s  t o  a l l  t h e  S t a t e ' s  

w o r k i n g  m e n  a n d  w o m e n .

I h o p e  c u r  e x p e r i e n c e  a n d  t h e  f o r e g o i n g  t h o u g h t s  . 

p r e s e n t e d  f o r  y o u r  d i s c u s s i o n  p r o v e  h e l p f u l  t o  y o u  i n  

y o u r  o w n  e n d e a v o r s  t o  d e v e l o p  p l a n s  f o r  e x t e n d i n g  h e a l t h  

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

o u r  N a t i o n .

M a h a l o .

« « #



D EPT. OF HEALTH AND SOCIAL SERVICES
OFFICE OF DEPU T Y  C O M M I S S I O N E R R O O M  214 MscKA Y BUILDING 

33t DENALI STREET 

A N C H O R A G E  99501

JAYS. H A M M O N D .  G O V E R N O R

R E P O R T  A N D  R E C O R D  O F  C O N F E R E N C E  

R e g i o n  X  - D e p a r t m e n t  o f  H e a l t h ,  E d u c a t i o n  a n d  W e l f a r e  

F e d e r a l  O f f i c e  C o m p l e x  S e a t t l e ,  W a s h i n g t o n

T u e s d a y ,  O c t o b e r  30, 1 9 7 9

P r e s e n t :  M i k e  S t r e e t ;  E d  R o s s ;  J i m  V a n  K o o m i s o n ; B o y d  K e l l e y ,

H e a l t h  C a r e  F i n a n c e  A d m i n i s t r a t i o n ;  B i l l  K n e s t e s ,  I n d i a n  H e a l t h  

S e r v i c e ;  Mr. M o e r l i n ,  H e a l t h  R e s e a r c h ;  F r e d e r i c k  M c G i n n i s ,  

A l a s k a  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s .

T e n t a t i v e  a g e n d a  f o r  t h e  c o n f e r e n c e  w a s  d i s t r i b u t e d  a n d  
a c c e p t e d  as t h e  w o r k i n g  p r o g r a m  f o r  t h e  c o n f e r e n c e  t h i s  d a t e  

a s  f o l l o w s :

T e n t a t i v e  A g e n d a

I. R e v i e w  d e v e l o p m e n t s  t o  d a t e  o n  M o d e l  H e a l t h  

P l a n  f o r  A l a s k a

II. R e v i e w  o f  d i s c u s s i o n s : C e n t e r  f o r  H e a l t h

S e r v i c e s  R e s e a r c h ,  U n i v e r s i t y  o f  W a s h i n g t o n ,  

o n  O c t o b e r  29, 1 9 7 9 .  D i s c u s s i o n  o f  r e p o r t  

o n  t h a t  c o n f e r e n c e .

III. F e d e r a l  q u e s t i o n s :  R e g i o n  X  a n d  W a s h i n g t o n ,  D . C .

A. W a i v e r  p o s s i b i l i t y :  T i t l e  X I X ,  M e d i c a i d
f u n d i n g ,  f o r  E x p e r i m e n t a l  P r o g r a m  i n  a 

S t a t e .

B. T e c h n i c a l  A s s i s t a n c e  P o t e n t i a l —

R e g i o n  X 
W a s h i n g t o n ,  D . C .

C. G r a n t  F u n d  A s s i s t a n c e :  H . E . W .

IV. C o n f e r e e s :  R e c o m m e n d e d :  H . E . W . , W a s h i n g t o n ,  D . C .

W e e k  o f  N o v e m b e r  1 - 7 ,  1 9 7 9 .

V. O t h e r
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F u l l  d i s c u s s i o n s  w e r e  h e l d  o n  a p a r t  o f  t h e  o u t l i n e  o f  t o p i c s  

a n d  p o i n t s  r a i s e d  i n  t h e  d i s c u s s i o n s  o f  O c t o b e r  29, 1 9 7 9 ,  

w i t h  r e p r e s e n t a t i v e s  o f  t h e  C e n t e r  f o r  H e a l t h  S e r v i c e s  R e s e a r c h ,  

S c h o o l  o f  P u b l i c  H e a l t h  a n d  C o m m u n i t y  M e d i c i n e ,  U n i v e r s i t y  o f  
W a s h i n g t o n ,  a s  f o l l o w s :

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

A l a s k a  M e d i c a i d  P r o g r a m  a n d  c o s t s ;

A l a s k a  G e n e r a l  R e l i e f  M e d i c a l  P r o g r a m  a n d  c o s t s ;

I n d i a n  H e a l t h  S e r v i c e  D e l i v e r y  S y s t e m  i n  A l a s k a /

M e d i c a i d  R e i m b u r s e m e n t  p o l i c i e s ;
A l a s k a  C a t a s t r o p h i c  I l l n e s s  P r o g r a m ;
A l a s k a  M i l i t a r y  H e a l t h  P r o g r a m s ;

P r i v a t e  i n s u r a n c e  c o v e r a g e s  i n  A l a s k a ;

O t h e r  r e l a t e d  t o p i c s  b e a r i n g  o n  c u r r e n t  s t a t u s  
o f  A l a s k a  h e a l t h  p r o g r a m s .

M c G i n n i s  i n d i c a t e d  h i s  v i e w s  o f  s o m e  o f  t h e  i m p o r t a n t  n e x t  s t e p s  
in d e v e l o p i n g  t h e  a n t i c i p a t e d  p r o g r a m :

(1) D e v e l o p i n g  a P l a n n i n g  Ti j k  F o r c e ;
(2) P r o v i d i n g  an A d v i s o r y  B o d y ;

(3) C r e a t i o n  o f  s m a l l  s t a f f  a n d  D i r e c t o r ;

(4) D e v e l o p i n g  o f  D a t a  G a t h e r i n g  a n d  R e s e a r c h  P r o j e c t s :

♦ S u r v e y / G a t h e r i n g  o f  p u b l i s h e d  d a t a  f r o m  a l l  s o u r c e s  
b e a r i n g  o n  r e l a t e d  a r e a s  o f  c o n c e r n ;

♦ D e t e r m i n a t i o n  o f  c u r r e n t  t o t a ^  c o s t s  in c u r r e n t  p l a n  
o f  h e a l t h  s e r v i c e s  d e l i v e r y :

D e p a r t m e n t  o f  H e a l t h  &  S o c i a l  S e r v i c e s ;
I n d i a n  H e a l t h  S e r v i c e s ;

M i l i t a r y  f o r c e s ;

V e t e r a n s  A d m i n i s t r a t i o n ;
N a t i v e  H e a l t h  C o r p o r a t i o n s ;

P r i v a t e  i n s u r a n c e  p r e m i u m s  a n d  p a y m e n t s  o n  p l a n s ;  
L a b o r  i n s u r a n c e  p l a n s ;
P r i v a t e  i n s u r a n c e  p l a n s ;

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

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

♦Determination of gaps in data needed;

♦ P r o v i d e  f o r  r e s e a r c h  n e e d e d  t o  m e e t  d a t a  n e e d s  o n  
e x p e n d i t u r e s  o f  h e a l t h  f u n d s  in A l a s k a ;



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

c i t i z e n s  w i t h o u t  a d e q u a t e  h e a l t h  s e r v i c e s ;  

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

u n d e r  a g r e e d - u p o n  o p t i o n s  a v a i l a b l e .

♦ S y n t h e s i s  a n d  i n t e r p r e t a t i o n  o f  a l l  d a t a  o n  

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

♦ O t h e r  r e s e a r c h  c o m p o n e n t s  d e t e r m i n e d  n e c e s s a r y  

a s  p l a n n i n g  g e t s  u n d e r w a y  a n d  n e w  n e e d s  d e v e l o p .

(5) D e t e r m i n a t i o n  o f  h u m a n / p e r s o n n e l  a n d  f i n a n c i a l  

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

t h e  p r o j e c t  o f  p l a n n i n g :

♦ W i t h i n  H e a l t h  a n d  S o c i a l  S e r v i c e s  D e p a r t m e n t /
S t a t e  o f  A l a s k a ;

1979 F i s c a l  Y e a r :

D i v i s i o n s  r e l a t e d  t o  h e a l t h ;  S t a t e  H e a l t h

P l a n n i n g  A g e n c y ;  G o v e r n o r ' s  P o l i c y /

P l a n n i n g  B u d g e t ;  G o v e r n o r ' s  C o n t i n g e n c y
F u n d .

♦ C e n t e r  f o r  H e a l t h  S e r v i c e s  R e s e a r c h  

U n i v e r s i t y  o f  W a s h i n g t o n

♦ I n s t i t u t e  o f  S o c i a l / G o v e r n m e n t  R e s e a r c h  
U n i v e r s i t y  o f  A l a s k a

♦ P o s s i b l e  D e m o n s t r a c  *on G r a n t s /  D e p a r t m e n t  o f  
H e a l t h ,  E d u c a t i o n  a n  1 W e l f a r e

♦ A l a s k a  L e g i s l a t i v e  A p p r o p r i a t i o n

1980 F i s c a l  ( S u p p l e m e n t a l )  Y e a r

1981 F i s c a l  Y e a r

♦ P r i v a t e  F o u n d a t i o n  G r a n t ( s )  a n d  o t h e r  p r i v a t e  
s o u r c e s

♦ O t h e r  s o u r c e s

(6) P r e p a r a t i o n  o f  B u d g e t  i d e n t i f y i n g  a v a i l a b l e  m a n p o w e r  
a n d  f u n d s  f o r  1980 f i s c a l  y e a r  a n d  1981 f i s c a l  y e a r .

(7) O t h e r  t a s k s  to b e  d e v e l o p e d  a n d  a s s i g n e d  a s  n e c e s s a r y  

a s  p r o j e c t  d e v e l o p s .
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(8) D e t e r m i n a t i o n  o f  t e c h n i c a l  a s s i s t a n c e  n e e d s  in 

e c o n o m i c s ,  s t a t i s t i c s ,  p l a n n i n g ,  a c c o u n t i n g ,  

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

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

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

T h e  b a s i c  i n f o r m a t i o n  s h a r e d  w i t h  t h e  A l a s k a  S t a t e  H e a l t h  

C o o r d i n a t i n g  C o u n c i l  a n d  G o v e r n o r  H a m m o n d  in m e m o r a n d a  of 

A u g u s t  3, 1 9 7 8  a n d  S e p t e m b e r  18, 1 9 7 9  w a s  d i s c u s s e d .  T h e  

c o n f e r e e s  h a d  c o p i e s  e a r l i e r  o f  t h e  i n f o r m a t i o n  in t h e  S H C C  

m e m o r a n d u m .

In g e n e r a l ,  t h e  R e g i o n  X  c o n f e r e e s  f e l t  t h a t  t h e  p r o j e c t  w a s  

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

1. T h e  n e e d  t o  d e t e r m i n e  a n d  s t a t e  e x a c t l y  t h e  goals; 

s o u g h t  i n  t h e  p r o j e c t .  T h i s  w i l l  b e  e s p e c i a l l y  

i m p o r t a n t  in p r e s e n t i n g  t h e  p r o j e c t  to H . E . W .

2. R e c o m m e n d a t i o n s  w e r e  m a d e  t o  t r y  t o  c o n t a c t  t w o  

o f f i c i a l s  o f  H E W  i n  W a s h i n g t o n  o n  t h e  f o r t h c o m i n g  

v i s i t  N o v e m b e r  1 - 6 ,  if p o s s i b l e ;  if n o t  p o s s i b l e  
o n  t h i s  v i s i t  t o  W a s h i n g t o n ,  t h e n  in t h e  n e a r  

f u t u r e :

Mr. R o n  C a r l s o n ,  P a r k  L a w  B u i l d i n g ,

R o c k v i l l e ,  M a r y l a n d ,

a n d

Mr. D a l e  S e r w e r ,  B a l t i m o r e ,  M a r y l a n d .

D i s c u s s i o n s  w i t h  t h o s e  m e n  s h o u l d  i n c l u d e  f u n d i n g  

p o s s i b i l i t i e s  a n d  a l s o  w h a t  t h e y  w o u l d  l i k e  t o  s e e  

A l a s k a  d e m o n s t r a t e .

3. O r e g o n  h a s  s u b m i t t e d  a "C o n c e p t  P a p e r " t o  R e g i o n  X  
e x p r e s s i n g  t h e  n e e d  a n d  d e s i r e  o f  t h a t  s t a t e  to 

r e o r g a n i z e  t h e i r  h e a l t h  f u n d i n g  a n d  p r o g r a m m i n g .

M i k e  S t r e e t  w i l l  a t t e m p t  t o  g e t  a c o p y  a n d  w i l l  

m a i l  t o  M c G i n n i s  w h e n  r e c e i v e d .  ( N o t e :  If n o t

r e c e i v e d  in t w o  w e e k s ,  t h e n  A l a s k a  s h o u l d  c o n t a c t  

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

4. It w a s  g e n e r a l l y  a g r e e d  t h a t  a s s i s t a n c e  f r o m  t h e  

U n i v e r s i t y  o f  W a s h i n g t o n  C e n t e r  f o r  H e a l t h  S e r v i c e s  

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

w i t h  t h a t  C e n t e r  f o r  s p e c i f i c  c o m p o n e n t ( s )  o f  t h e  
p r o j e c t .  D e s i r a b i l i t y  o f  c o m p e t e t i v e  b i d d i n g  of

a n y  c o n t r a c t s  w a s  d i s c u s s e d .
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5. T h e  w o r k i n g  g r o u p  f o r m e d  f o r  t h e  p r o j e c t  s h o u l d  g i v e  
p r i o r i t y  t o  w r i t i n g  o f  c l e a r  s p e c i f i c a t i o n s  o f  " s c o p e  

o f  w o r k "  n e e d e d  a n d  s u c h  s h o u l d  b e  p r e s e n t e d  t o  a l l  

c h o s e n  t o  p r e s e n t  p r o p o s a l s .

6. M i k e  S t r e e t  i n d i c a t e d  t h a t  R e g i o n  X  w o u l d  d e t e r m i n e  

t h e  b e s t  s i n g l e  c o n t a c t  p e r s o n  t o  r e p r e s e n t  R e g i o n  X  

i n  k e e p i n g  in t o u c h  w i t h  p r o g r e s s  on t h e  p r o j e c t .  A 
p r o s p e c t u s  s h o u l d  b e  p r e p a r e d  o n  t h e  e x a c t  s e r v i c e s  

n e e d e d  f r o m  c o n t r a c t o r s  w h e n  t h a t  i n f o r m a t i o n  i s  n e e d e d .

G e n e r a l  s u m m a r y  c o m m e n t s  w e r e  m a d e  as t h e  c o n f e r e n c e  a d j o u r n e d  

w i t h  t h e  u n d e r s t a n d i n g  t h a t  t h e  S t a t e  a n d  R e g i o n  X  w o u l d  k e e p  

in c o n t a c t  o n  t h e  p r o j e c t .

F M c G / m a g

c c  f o r  i n f o r m a t i o n :

C o m m i s s i o n e r  H e l e n  D. B e i r n e  
D e p u t y  C o m m i s s i o n e r  A l l e n  K. K o r h o n e n  

D e p u t y  C o m m i s s i o n e r  C a t h e r i n e  M. L l o y d  

S t a t e  H e a l t h  P l a n n i n g  &. D e v e l o p m e n t  A g e n c y  

K a r e n  C o r y ,  G o v e r n o r ' s  O f f i c e ,  J u n e a u  

F r a n  U l m e r ,  G o v e r n o r ' s  O f f i c e ,  J u n e a u



TO: [""The H o n orable Te r r y  Miller
DATE. S e p tember 21, 1979

L i e u t e n a n t  G o v e r n o r

S t a t e  o f  A l a s k a FILE NO:

TELEPHONE NO.- 4 6 5 - 3 0 3 0

subject: M O D E L  H E A L T H  D E L I V E R Y

P R O G R A M  F O R  A L A S K A
f Ĉ'A: H e l e n  T). B e i r n e ,  C o m m i s s i o n e r  

D e p t .  H e a l t h  &  S o c i a l  S e r v i c e s

Y o u  w i l l  r e c a l l  t h a t  r e c e n t l y  D e p u t y  C o m m i s s i o n e r  M c G i n n i s  

a n d  I m e t  w i t h  y o u  i n  o r d e r  t o  b r i e f  y o u  as t o  d e v e l o p m e n t s  

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

d e l i v e r y  p r o g r a m  f o r  A l a s k a .  W e  a p p r e c i a t e  t h e  t i m e  t h a t  

y o u  g a v e  u s  t o  d i s c u s s  t h e  m a t t e r .

A  m e m o r a n d u m  w a s  d e v e l o p e d  o n  S e p t e m b e r  18, 1 9 7 9 ,  f r o m  m e  

t o  G o v e r n o r  H a m m o n d .  A  c o p y  o f  t h a t  s u m m a r y  m e m o r a n d u m  i s  

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

i n  t h e  D e p a r t m e n t ’s  t h i n k i n g  r e g a r d i n g  t h e  p r o p o s e d  p r o g r a m .

A t  a  m e e t i n g  o n  S e p t e m b e r  1 9  i n  G o v e r n o r  H a m m o n d ' s  o f f i c e ,  

a t t e n d e d  b y  D e p u t y  C o m m i s s i o n e r  M c G i n n i s ,  J e r r y  R e i n w a n d ,  

K a r e n  C o r e y ,  F r a n  U l m e r  a n d  m y s e l f ,  t h e  a t t a c h e d  m e m o r a n d u m ,  

h a v i n g  b e e n  r e a d  b y  t h e  p a r t i e s ,  w a s  d i s c u s s e d .

A t  t h e  c o n c l u s i o n  o f  t h e  c o n f e r e n c e ,  G o v e r n o r  H a m m o n d  d i d  

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

t h e  r e c o m m e n d a t i o n  m a d e  a t  t h e  e n d  o f  t h e  m e m o r a n d u m .  It 

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

e x p l o r a t i o n  o f  t h e  c o n c e p t  a n d  w e  w i l l  p l a n  t o  k e e p  y o u  

i n f o r m e d ,  a s  w e l l  a s  o t h e r s  i n  t h e  G o v e r n o r ' s  O f f i c e .  A n y  

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

A t t a c h m e n t :  M e m o ,  9 / 1 8 / 7 9 ,  a s  i n d i c a t e d



o f  ALASKA
i *

//m m m w m m w w )

TO: p  H e l e n  D. B e i r n e ,  C o m m i s s i o n e r  date: N o v e m b e r  5, 1 9 7 9  

D e n t .  H e a l t h  &  S o c i a l  S e r v i c e s
FILE NO:

A s  y o u  m a y  r e m e m b e r ,  L t .  Gov.. T e r r y  M i l l e r  m e n t i o n e d  e a r l i e r  

h i s  d i s c u s s i o n s  i n  W a s h i n g t o n ,  D . C .  o n  a p r i o r  v i s i t  w i t h  M r .  
W i l l i a m  F u l l e r t o n  o f  H e a l t h  P o l i c i e s  A l t e r n a t i v e s ,  I n c . ,  w i t h  

r e g a r d  t o  A l a s k a ' s  i n t e r e s t  i n  d e v e l o p i n g  a m o d e l  h e a l t h  

f i n a n c i n g  p l a n .  Y o u  m a y  r e c a l l  a l s o  t h a t  L t .  G o v .  M i l l e r  

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

P e t e  R o u s e  i n  t h e  G o v e r n o r ' s  O f f i c e  i n  A n c h o r a g e  w i t h  r e g a r d  

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

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

t r o p h i c  i l l n e s s  i n s u r a n c e  p r o g r a m  e a r l i e r .

In o r d e r  t o  k e e p  y o u  a b r e a s t  o f  l a t e r  d e v e l o p m e n t s ,  a t  t h e  

r e q u e s t  o f  L t . G o v .  M i l l e r  I m e t  w i t h  h i m ,  M r .  R o u s e  a n d  M r .  
W i l l i a m  F u l l e r t o n  i n  W a s h i n g t o n  a t  t h e  p l a c e  o f  t h e  F e d e r a l  

H e a l t h  P o l i c i e s  C o n f e r e n c e  o n  F r i d a y  a f t e r n o o n ,  N o v e m b e r  2, 

a t  2 P M .  A t  t h a t  m e e t i n g ,  A l a s k a ' s  p l a n  t o  d o  a  m a j o r  s t u d y  

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

N o  c o m m i t m e n t s  w e r e  m a d e  t o  M r .  F u l l e r t o n  a n d  t h e  f o l l o w i n g  

p o i n t s  w e r e  m a d e  b y  L t .  G o v .  M i l l e r .

1. T h e  L t .  G o v .  w i l l  d i s c u s s  w i t h  G o v e r n o r  H a m m o n d  

t h e  p o s s i b i l i t y  c f  a l i b e r a l i z e d  c a t a s t r o p h i c  

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

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

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

p r o g r a m s  ( M e d i c a i d ,  G e n e r a l  R e l i e f  M e d i c a l ) .

2. L t . G o v .  M i l l e r  f e l t  t h a t  t h e  i n i t i a t i v e  f o r  
t h e  s h o r t - r a n g e  p r o g r a m ,  a s  w e l l  a s  t h e  l o n g -  
r a n g e  p r o g r a m ,  s h o u l d  r e s t  w i t h  t h e  S t a t e  

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

3. L t . G o v .  M i l l e r  w i l l  b r i e f  G o v e r n o r  H a m m o n d  o n  

h i s  i n t e r e s t  in i m p r o v i n g  t h e  c a t a s t r o p h i c  
i l l n e s s  a s s i s t a n c e  t o  a n e w l y - d e f i n e d  g r o u p

o f  A l a s k a n s .  It w a s  u n d e r s t o o d  t h a t  D e p u t y  

C o m m i s s i o n e r  M c G i n n i s  w o u l d  b r i e f  C o m m i s s i o n e r  

B e i r n e  o n  t h e s e  d i s c u s s i o n s  i n  o r d e r  t h a t  s h e  

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

c u s s i o n s .

TELEPHONE NO:

D e p t .  H e a l t h  &. S o c i a l  S e r v i c e s

subject: B r i e f i n g  M e m o r a n d u m  r e  C o n f e r e n c e  

i n  W a s h i n g t o n ,  D . C .  w i t h  L t .  G o v .  

T e r r y  M i l l e r ;  A d m i n i s t r a t i v e  

A s s i s t a n t  t o  t h e  L t .  G o v .  P e t e  

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

t h e  F i r m  o f  H e a l t h  P o l i c i e s  

A l t e r n a t i v e s ,  I n c .
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4. L t .  G o v .  M i l l e r  s u g g e s t e d  t h a t  i t  m i g h t  b e  w e l l

i f  t h e  G o v e r n o r ' s  O f f i c e  s p o n s o r e d  a  s m a l l  w o r k i n g  

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

t h e  D e p a r t m e n t  o f  L a b o r ,  t h e  D e p a r t m e n t  o f  C o m m e r c e  

( I n s u r a n c e  D i v i s i o n ) ,  a n d  t h e  D e p a r t m e n t  o f  L a w  f o r  

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

p l a n  f o r  t h e  G o v e r n o r  t o  p r e s e n t  t o  t h e  L e g i s l a t u r e  

a t  t h e  f o r t h c o m i n g  s e s s i o n .

M r .  M c G i n n i s  s u g g e s t e d  t h a t  i f  t h e  F u l l e r t o n  f i r m  s h o u l d  b e c o m e  

i n v o l v e d  in h e l p i n g  t o  d o  a n y  o f  t h e  r e s e a r c h  o n  t h e  s h o r t ­

t e r m  o r  l o n g - r a n g e  p r o j e c t ,  it w o u l d  b e  n e c e s s a r y  f o r  a  R e q u e s t  

f o r  P r o p o s a l  t o  b e  d e v e l o p e d  a n d  t h a t  e q u a l  a c c e s s  t o  a l l  

i n f o r m a t i o n  c o n c e r n i n g  A l a s k a ' s  p l a n  b e  m a d e  t o  a t  l e a s t  

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

a s s i s t a n c e .  I t  w a s  a l s o  i n d i c a t e d  t h a t  f i n a n c i a l  r e s o u r c e s  

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

f o r  e i t h e r  t h e  s h o r t - t e r m  c a t a s t r o p h i c  i l l n e s s  p r o g r a m ,  a s  

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

It w a s  i n d i c a t e d  t h a t  D e p u t y  C o m m i s s i o n e r  M c G i n n i s  w o u l d  m e e t  

a g a i n  w i t h  M r .  F u l l e r t o n  o n  M o n d a y  a f t e r n o o n ,  N o v e m b e r  5, w h i c h  

c o n f e r e n c e  d i d  t a k e  p l a c e ,  a n d  M r .  F u l l e r t o n  m a d e  a v a i l a b l e  

c e r t a i n  m a t e r i a l s  f r o m  h i s  f i r m  a s  t o  t h e i r  e x p e r i e n c e ,  w h i c h  

w i l l  b e  m a d e  a v a i l a b l e  t o  y o u  b y  m a i l .

A t t a c h e d  is a  l i s t  o f  i t e m s  t h a t  I b e l i e v e  t h e  S t a t e  H e a l t h  

P l a n n i n g  a n d  D e v e l o p m e n t  A g e n c y  s h o u l d  b e g i n  a s s e m b l i n g , w i t h  

a t  l e a s t  s i x  c o p i e s  o f  a l l  t h e  m a t e r i a l s ,  a s  s o o n  a s  p o s s i b l e  

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

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

r a n g e  p r o g r a m ,  a s  w e l l  a s  t h e  l o n g - r a n g e  p r o b l e m .

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

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

m e m o r a n d u m .

F M c G / m a g
A t t a c h m e n t ,  a s  i n d i c a t e d  a b o v e



I T E M S  T H A T  T E E  S T A T E  H E A L T H  P L A N N I N G  A N D  D E V E L O P M E N T  A G E N C Y  

S H O U L D  A S S E M 3 L E  I N  C O N N E C T I O N  W I T H  M O D E L  H E A L T H  D E L I V E R Y  P R O J E C T

1. G e n e r a l  d e m o g r a p h i c  i n f o r m a t i o n  o n  t h e  A l a s k a n  p o p u l a t i o n —  

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

f a m i l y  f o r m a t i o n ,  b i r t h  r a t e s ,  e t c .

2. M e d i c a i d  P l a n — p l u s  a l l  r e c e n t  s t a t i s t i c a l  d a t a :  e l i g i b i l i t y ,  

b e n f i t s  b y  c l a i m  e x p e n d i t u r e s ,  a d m i n i s t r a t i v e  c o s t s ,  e t c .

3. D e s c r i p t i o n  o f  e x i s t i n g  c a t a s t r o p h i c  p l a n ,  p l u s  a l l  r e c e n t  

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

4 .  S t a t i s t i c s  o n  e x i s t i n g  h e a l t h  i n s u r a n c e  c o v e r a g e — b y  p l a n ,  

n u m b e r s  o f  i n s u r e d  ( a n y  e v i d e n c e  o f  o v e r l a p ? ) ,  g o v e r n m e n t  

e m p l o y e e  p l a n  ( f e d e r a l ,  s t a t e  a n d  l o c a l ) ,  b e n e f i t s  c o v e r e d ,  

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

5. S t a t e  H e a l t h  P l a n  ( u n d e r  h e a l t h  p l a n n i n g  l a w ,  p l u s  s t a t i s t i ­

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

c l a s s e s  o f  h e a l t h  c a r e  p r o v i d e r s .

6. A l a s k a  M e d i c a i d  l a w s  a n d  r e g u l a t i o n s .

7. G e n e r a l  R e l i e f  M e d i c a l  l a w s  a n d  r e g u l a t i o n s .

8. C a t a s t r o p h i c  I l l n e s s  l a w s  a n d  r e g u l a t i o n s .

9. D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  a n d  I n d i a n  n e a l t h  

S e r v i c e s  M e m o r a n d u m  o f  A g r e e m e n t  o n  M e d i c a i d .

10. A n y  o t h e r  r e l a t e d  i n f o r m a t i o n  d e e m e d  b y  S H P D A  t o  b e  i m p o r t a n t  

t o  u n d e r s t a n d  t h e  c l e a r  s t a t u s  o f  h e a l t h  p r o g r a m s  i n  A l a s k a  
t o d a y .
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R E P O R T  A N D  R E C O R D  O F  C O N F E R E N C E

C e n t e r  f o r  H e a l t h  S e r v i c e s  R e s e a r c h  

S c h o o l  o f  P u b l i c  H e a l t h  a n d  C o m m u n i t y  M e d i c i n e

U n i v e r s i t y  o f  W a s h i n g t o n  S e a t t l e

M o n d a y ,  O c t o b e r  29, 1 9 7 9

P r e s e n t :  M r .  M a r c  E. P r o v e n c e ,  M . P . H .  ( H M O )

M s .  S h i r l e y  M c E v o y , R e s e a r c h  A s s i s t a n t  

F r e d e r i c k  M c G i n n i s ,  D e p u t y  C o m m i s s i o n e r

T h e  m e e t i n g  b e t w e e n  t h e  a b o v e  l i s t e d  i n d i v i d u a l s  b e g a n  at 

1 0 : 3 0  a . m .  a n d  c o n c l u d e d  d u r i n g  e a r l y  a f t e r n o o n .

Mr. M c G i n n i s  o u t l i n e d  d e v e l o p m e n t s  t o  d a t e  o n  t h e  A l a s k a  

M o d e l  H e a l t h  P r o g r a m  a n d  r e v i e w e d  e a r l i e r  m e e t i n g s  w i t h  

g r o u p s  i n c l u d i n g  t h e  m e e t i n g  w i t h  D r .  S t e p h e n  H. S h o r t e l l ,  

D i r e c t o r  o f  t h e  C e n t e r ,  I r a  M o s c o v i c ,  A n d y  D o l a n  a n d  L a u r a  

B e t h  L a w s o n  l a s t  y e a r ,  w h e n  t h e  i d e a  o f  a r e v i s e d  h e a l t h  

p l a n  f o r  A l a s k a  w a s  f i r s t  b e i n g  d i s c u s s e d .

C o p i e s  o f  t h e  D e p a r t m e n t  m e m o r a n d u m  d a t e d  A u g u s t  2, 1 9 7 8  to 

t h e  A l a s k a  S t a t e  H e a l t h  C o o r d i n a t i n g  C o u n c i l  a n d  S e p t e m b e r  18, 

1 9 7 9  t o  G o v e r n o r  J a y  S. H a m m o n d  w e r e  d i s c u s s e d  a s  b a c k g r o u n d  

p a p e r s  t o  i n d i c a t e  t h e  p r e s e n t  t h i n k i n g  o f  D e p a r t m e n t  l e a d e r­

s h i p .

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

A l a s k a  M e d i c a i d  P r o g r a m  a n d  c o s t s ;

A l a s k a  G e n e r a l  R e l i e f  M e d i c a l  P r o g r a m  a n d  c o s t s ;  
I n d i a n  H e a l t h  S e r v i c e  D e l i v e r y  S y s t e m  in A l a s k a /  

M e d i c a i d  R e i m b u r s e m e n t  p o l i c i e s ;

A l a s k a  C a t a s t r o p h i c  I l l n e s s  P r o g r a m ;

A l a s k a  M i l i t a r y  H e a l t h  P r o g r a m s ;

P r i v a t e  i n s u r a n c e  c o v e r a g e s  in A l a s k a ;

O t h e r  r e l a t e d  t o p i c s  b e a r i n g  on c u r r e n t  
s t a t u s  o f  A l a s k a  h e a l t h  p r o g r a m s .
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M c G i n n i s  i n d i c a t e d  h i s  v i e w s  o f  s o m e  o f  t h e  i m p o r t a n t  n e x t  

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

(1) D e v e l o p i n g  a P l a n n i n g  T a s k  F o r c e ;

(2) P r o v i d i n g  a n  A d v i s o r y  B o d y ;

(3) C r e a t i o n  o f  s m a l l  s t a f f  a n d  D i r e c t o r ;

(4) D e v e l o p m e n t  o f  D a t a  G a t h e r i n g  a n d

R e s e a r c h  P r o j e c t s :

♦ S u r v e y / G a t h e r i n g  o f  p u b l i s h e d  d a t a  

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

a r e a s  o f  c o n c e r n ;

♦ D e t e r m i n a t i o n  o f  c u r r e n t  t o t a l  c o s t s  

in c u r r e n t  P l a n  o f  h e a l t h  s e r v i c e s  

d e l i v e r y :

D e p a r t m e n t  o f  H e a l t h  &  S o c i a l  S e r v i c e s ;  

I n d i a n  H e a l t h  S e r v i c e s ;

M i l i t a r y  f o r c e s ;

V e t e r a n s  A d m i n i s t r a t i o n ;

N a t i v e  H e a l t h  C o r p o r a t i o n s ;

P r i v a t e  i n s u r a n c e  p r e m i u m s  &  p a y m e n t s  

o n  p l a n s ;

L a b o r  i n s u r a n c e  p l a n s ;
P r i v a t e  i n s u r a n c e  p l a n s ;

O t h e r  i d e n t i f i a b l e  c o s t s ;
F e d e r a l  g o v e r n m e n t / o t h e r .

♦ D e t e r m i n a t i o n  o f  g a p s  in d a t a  n e e d e d ;

♦ P r o v i d e  f o r  r e s e a r c h  n e e d e d  t o  m e e t  

d a t a  n e e d s  o n  e x p e n d i t u r e s  o f  h e a l t h  

f u n d s  in A l a s k a ;

♦ P r o v i d e  f o r  r e s e a r c h  to d e t e r m i n e  n u m b e r  
o f  c i t i z e n s  w i t h o u t  a d e q u a t e  h e a l t h  

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

n e e d e d  s e r v i c e s  u n d e r  a g r e e d  u p o n  o p t i o n s  

a v a i l a b l e ;

♦ S y n t h e s i s  a n d  i n t e r p r e t a t i o n  o f  a l l  d a t a  

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

r e s e a r c h  t a s k s ;

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

a n d  n e w  n e e d s  d e v e l o p .
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(5) D e t e r m i n a t i o n  o f  h u m a n / p e r s o n n e l  a n d  f i n a n c i a l

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

♦ W i t h i n  H e a l t h  a n d  S o c i a l  S e r v i c e s  D e p a r t m e n t /  
S t a t e  o f  A l a s k a ;

1 9 7 9  F i s c a l  Y e a r :

D i v i s i o n s  r e l a t e d  t o  h e a l t h ;

S t a t e  H e a l t h  P l a n n i n g  A g e n c y ;

G o v e r n o r ' s  P o l i c y / P l a n n i n g  B u d g e t ;  

G o v e r n o r ' s  C o n t i n g e n c y  F u n d .

♦ C e n t e r  f o r  H e a l t h  S e r v i c e s  R e s e a r c h  

U n i v e r s i t y  o f  W a s h i n g t o n

♦ I n s t i t u t e  o f  S o c i a l / G o v e r n m e n t  R e s e a r c h  

U n i v e r s i t y  o f  A l a s k a

♦ P o s s i b l e  D e m o n s t r a t i o n  G r a n t s /

D e p a r t m e n t  o f  H e a l t h ,  E d u c a t i o n  &  W e l f a r e

♦ A l a s k a  L e g i s l a t i v e  A p p r o p r i a t i o n

1 9 8 0  F i s c a l  ( S u p p l e m e n t a l  Y e a r )
1 9 8 1  F i s c a l  Y e a r

♦ P r i v a t e  F o u n d a t i o n  G r a n t ( s )  a n d  o t h e r  
p r i v a t e  s o u r c e s

♦ O t h e r  s o u r c e s

(6) P r e p a r a t i o n  o f  b u d g e t  i d e n t i f y i n g  a v a i l a b l e

m a n p o w e r  a n d  f u n d s  f o r  1 9 8 0  f i s c a l  y e a r  
a n d  1.981 f i s c a l  y e a r .

(7) O t h e r  t a s k s  t o  b e  d e v e l o p e d  a n d  a s s i g n e d  a s
n e c e s s a r y  a s  p r o j e c t  d e v e l o p s .

(8) D e t e r m i n a t i o n  o f  t e c h n i c a l  a s s i s t a n c e  n e e d s

i n  e c o n o m i c s ,  s t a t i s t i c s ,  p l a n n i n g ,  

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

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

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

E a r l i e r ,  Dr. S h o r t e l l  h a d  i n d i c a t e d  t o  t h e  S t a t e  o f  A l a s k a  t h a t  

p o s s i b l e  a s s i s t a n c e  w h i c h  m i g h t  b e  a r r a n g e d  t h r o u g h  t h e  C e n t e r  
for H e a l t h  R e s e a r c h  i n c l u d e d :
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I n f o r m a l  c o u n s e l  a n d  a s s i s t a n c e ;

G u i d a n c e  r e v i e w s ;

C o n t r a c t s  f o r  d e f i n e d  c o m p o n e n t s  o f  w o r k ;

A s s i s t a n c e  i n  p l a n n i n g  e v a l u a t i o n ;

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

Mr. P r o v e n c e  a n d  M s .  M c E v o y  r e s t a t e d  s o m e  o f  t h e  a b o v e  l i s t e d  
p o i n t s  d u r i n g  t h e  m e e t i n g ,  e m p h a s i z i n g  t h e  p o s s i b i l i t y  o f  

s p e c i f i c  c o n t r a c t s  f o r  s p e c i f i c  c o m p o n e n t s  o f  t h e  n e c e s s a r y  
w o r k .  I t  w a s  i n d i c a t e d  t h a t  b e y o n d  t h e  e x p e r t i s e  a v a i l a b l e  

i n  t h e  C e n t e r  f o r  H e a l t h  S e r v i c e s  R e s e a r c h  t h e  C e n t e r  h a s  

a c c e s s  t o  m a n y  s o u r c e s  o f  e x p e r t i s e  w i t h i n  t h e  U n i v e r s i t y  o f  
W a s h i n g t o n  w h i c h  c o u l d  b e  c a l l e d  o n  f o r  p a r t i c i p a t i o n .

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

* D i s c u s s i o n s  w o u l d  b e  h e l d  w i t h  Dr. S h o r t e l l ,  

D i r e c t o r ,  o n  h i s  r e t u r n  t o  S e a t t l e  a n d  a 
r e p o r t  m a d e  o f  t o d a y ' s  d i s c u s s i o n .

* A  c a r e f u l  r e v i e w  o f  t h e  t w o  m e m o r a n d a  

r e f e r r e d  t o  h e r e i n  e a r l i e r  a n d  t h e  

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

* F o l l o w i n g  t h e  a b o v e  s t e p s  t h e y  w i l l  p r e p a r e

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

w i l l  b e  a r e v i e w  a n d  l i s t i n g s  o f  t h e  C e n t e r ' s  

p o t e n t i a l  i n v o l v e m e n t  in t h e  p r o j e c t  a n d  t h e  

b a s e s  ( f i n a n c i a l ,  p e r s o n n e l  a n d  o t h e r w i s e )  o f  
s u c h  p a r t i c i p a t i o n .

F o l l o w i n g  t h e  o u t l i n e  o f  t h e  c o n c l u s i o n s  a n d  s u m m a r i e s  l i s t e d  
a b o v e ,  t h e  m e e t i n g  w a s  a d j o u r n e d .

F r e d e r i c k  M c G i n n i s  

D e p u t y  C o m m i s s i o n e r

c c  f o r  i n f o r m a t i o n :

C o m m i s s i o n e r  H e l e n  D. B e i r n e  

D e p u t y  C o m m i s s i o n e r  A l l e n  K. K o r h o n e n  

D e p u t y  C o m m i s s i o n e r  C a t h e r i n e  M. L l o y d  

V ^ S t a t e  H e a l t h  P l a n n i n g  &  D e v e l o p m e n t  A g e n c y  
K a r e n  C o r y ,  G o v e r n o r ' s  O f f i c e ,  J u n e a u  

F r a n  U l m e r ,  G o v e r n o r ' s  O f f i c e ,  J u n e a u
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f r o m: H e l e n  d . B e i r n e ,  C o m m i s s i o n e r  

D e p t .  H e a l t h  &  S o c i a l  S e r v i c e s

subject: M o d e l  H e a l t h  D e l i v e r y
S y s t e m  f o r  A l a s k a

A s  y o u  w i l l  n o t e  f r o m  t h e  e n c l o s e d  m a t e r i a l ,  t h e  D e p a r t m e n t  o f  
H e a l t h  a n d  S o c i a l  S e r v i c e s  is m o v i n g  r a p i d l y  a h e a d  o n  a c o m p r e ­

h e n s i v e  s t u d y  o f  a m o d e l  h e a l t h  d e l i v e r y  s y s t e m  f o r  A l a s k a .

T h e  D e p a r t m e n t ’s c o o r d i n a t o r  o f  t h i s  s t u d y  is D e p u t y  C o m m i s s i o n e r  

F r e d e r i c k  M c G i n n i s .  A s  y o u  a r e  a w a r e ,  Dr. M c G i n n i s ,  w h o  is at 

p r e s e n t  l o c a t e d  i n  A n c h o r a g e  w i t h  a l o g i s t i c  r e s p o n s i b i l i t y  f o r  
t h e  S o u t h c e n t r a l  a r e a ,  h a s  h a d  s i g n i f i c a n t  e x p e r i e n c e  in t h e  
f i e l d  o f  h e a l t h  a n d  s o c i a l  s e r v i c e s .  H i s  i n t e r e s t  in t h e  

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

o f  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  f o r  a p e r i o d  

o f  f o u r  y e a r s .  It c o u l d  b e  s t a t e d  t h a t  h e  h a s  a g r e a t e r  d e p t h  

o f  k n o w l e d g e  in t h i s  p a r t i c u l a r  a r e a  t h a n  a n y  o t h e r  p e r s o n  in 

t h e  s t a t e .

D e p u t y  C o m m i s s i o n e r  M c G i n n i s  a n d  I h a v e  m e t  w i t h  G o v e r n o r  H a m m o n d  

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

p r o c e e d  o n  t h i s  m a t t e r  a s  r a p i d l y  a n d  t h o r o u g h l y  a s  p o s s i b l e  w i t h  
f r e q u e n t  i n f o r m a t i o n a l  a n d  d i r e c t i o n a l  c o n t a c t s  w i t h  t h e  G o v e r n o r ' s

In t h i s  p a c k e t  y o u  w i l l  f i n d  D r .  M c G i n n i s '  b r i e f i n g  m e m o r a n d u m  

r e g a r d i n g  h i s  c o n f e r e n c e  in W a s h i n g t o n ,  D . C . ,  w i t h  L i e u t e n a n t  
G o v e r n o r  T e r r y  M i l l e r ,  w h i c h  i s  t h e i r  s e c o n d  m e e t i n g  s i n c e  t h e  

G o v e r n o r ' s  c o n c u r r e n c e  w i t h  t h e  p r o j e c t .  A l s o  i n c l u d e d  a r e  
r e p o r t s  a n d  r e c o r d s  o f  t h e  c o n f e r e n c e s  h e  h a s  r e c e n t l y  a t t e n d e d  

t o  s u p p l e m e n t  o u r  k n o w l e d g e  o f  m o d e l  h e a l t h  d e l i v e r y  s y s t e m s ,  to 

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

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

c o m e .

T h e s e  r e p o r t s ,  a n d  t h o s e  t o  f o l l o w ,  w i l l  e x p r e s s  t o  y o u  t h e  
D e p a r t m e n t ' s  i n t e n s e  a n d  d e d i c a t e d  i n t e r e s t  in e s t a b l i s h i n g  a 

h e a l t h  d e l i v e r y  s y s t e m  f o r  A l a s k a  t h a t  w i l l  a d d r e s s  t h e  h e a l t h  
a n d  m e d i c a l  n e e d s  o f  a l l  A l a s k a n s  in t h e  m o s t  c o s t  e f f e c t i v e  
m a n n e r  p o s s i b l e .

F r o m  t h i s  d a t e  on, a n d  t o  e x p e d i t e  t h i s  s t u d y ,  D e p u t y  C o m m i s s i o n e r  
M c G i n n i s  w i l l  b e  c o p y i n g  y o u  s i m u l t a n e o u s l y  w i t h  t h e  C o m m i s s i o n e r ' s  
O f f i c e  as w e  m o v e  t o  a r e s o l u t i o n  o f  o n e  o f  t h e  s t a t e ' s  m o s t  
p r e s s i n g  p r o b l e m s  in c o n j u n c t i o n  w i t h  t h e  G o v e r n o r ' s  O f f i c e .

K D B / m a g
E n c l o s u r e s ,  a s  i n d i c a t e d  a b o v e  

.. cc: G o v e r n o r  H a m m o n d
^ ^ - L i e u t e n a n t  G o v e r n o r  M i l l e r

O f f i c e .



.70: |~ Honorable Jay S. Hammond 
Governor 
State of Alaska

o a t E :  Se p t e m b e r  18, 1979

FILE NO:

TELEPHONE NO.

fjjcw: Helen D. Beirne, Commissioner 
Dept. H ealth 2: Social Services

subject: Model Health Delivery Program
for Alaska

r

F r o m  time to time discussions have taken place within the 
Dep a rt m e n t  a nd with others with regard to a ’’Model Health 
D el i ve r y System" for the State of Alaska. For a n umber of 
years, delays have b ee n  encountered in active planning for 
aa i mp roved delivery system for Alaska because of t he pros­
pect  of  the National Health Insurance pro gr a m being enacted 
by the Federal Congress. 'While numerous discussion continues 
to go forward with regard to a National Health Insurance 
program, it n o w  appears that the enactment of and the 
implementation of such a plan are receding farther and farther * 
into the future.

The question continues to be raised as to whether Alaska 
should consider the possibility of a Model Health Delivery 
System geared to the needs of our state. If such a system 
could be developed and become operative sometime before any 
National Health Insurance program is in place, it could serve 
as a prototype for the nation.

There are several reasons why Alaska should consider developing, 
as rapidly as good planning will permit, a Model Health Delivery 
P l a n  for all the citizens of our state. With our extremely small 
population and with the numerous extensive health delivery plans 
in place already, it would seem that Alaska could adjust its 
present p r o g ra m and add thereto in order to create a truly 
comprehensive and effective health delivery system. It will 
take bold, creative and extensive work to develop such a system 
for Alaska.

. i
There are numerous parties at interest in such a proposed plan.
In addition to the State of Alaska (executive and legislative 
branches), the Federal Department of Health, Education and Welfare 
and its several divisions h?ve strong interests. The private 
phy s ic i an s  and hospitals of the state, which together become the 
strongest foundation _,cones of health delivery systems, would 
have substantial interests.

The Indian Health .Service and the Alaska Native Health Corpora­
tions have strong Interests, as would the insurance industry 
serving Alaska. Additional exploration will reveal other important 
interests to be considered, including the planning arm of our 
Department, the Office of Planning & Research of the Governor’s 
Office, local, regional health planning agencies and the State 
Health Coordinating Council. As plans develop, all such segments 
with interest in such a program will need to be involved in the
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planning, goal and objective setting, and implementation phases 
of an;.- new program.

Apart from social and health policies concerned and apart from 
the different funding mechanisms and health providers, there is 
a national, as well as Alaskan, growing concern over the 
spiraling medical care costs. According to the U. 3. Department 
of Labor, Bureau of Labor Statistics, the medical care costs in 
Anchorage, Alaska, in 1977 were 60% over the U. S. urban average 
costs. Los An eles, California medical care costs were only 25% 
above the U. S. urban average costs.

A variety of studies has indicated that hospital charges and 
d o c t o r s’ fees have been rising at higher rates throughout the 
nation than th-'* Consumer Price Index has been accelerating.

Any n ew s ystem planned should address (1) improved social policy,
(2) improved health policy, (3> strong interest in prevention, ‘‘
(4) a more equitable access t«. health services, and (5) cost 
containment and cost effectiveness.

All of the above considerations, and others, have initiated 
certain discussions with regard to the prospects of the State 
of Alaska designing a new system and plan for the delivery of 
health services.

A careful analysis of a part of public spending for health in 
Alaska on the federal and state levels easily identifies approx­
imately 183 million dollars b eing spent in FY 1980 for health 
programs (excluding capital expenditures) through our Department 
and the Indian Health Service alone. Other expenditures related 
to military personnel would be on top of that. In addition, 
special federal grants to ^he Native health corporations and 
other organizations in Alaska probably would bring the total 
into the 200 million annual range during FY 1980. Those figures 
exclude also the health care coverage of State, federal and 
local government employees covered under health insurance pro­
grams. Such costs represent an outlay of public funds on behalf 
of those employees of government at all levels in Alaska.
Excluded also are industry, business and private insurance 
programs. In 1977, at least $84,822,000 in health care and 
accident insurance premiums were paid.

A considerable amount of research will need to be done before 
Alaska can develop a definitive statement as to the total actual 
expenditures for health services in the State. Such research 
should Ve undertaken and facts developed as completely and as 
accurately as possible as to the status of spending at the present 
time. Any proposal for a revised program of health delivery .in 
the state should be based upon sound statistical and fiscal data 
and should b e able to demonstrate an improvement over the present



system. Any proposal would need to be acceptable to private 
p r o v i d e r s .

The following contacts have been made and conferences on the 
concepts presented herein have been held as follows:

I . 'Washington . D.C.

Dr. George Lythcott of the Health Services 
Administration. Dr. Emory joined the dis­
cussions.

Vr Isadore Seeman of the Office of Health,
Policy, Research & Statistics of the U. S.
P ub l ic  Health Service

Mr. Ronald Carlson of the Health Care Finance 
Adm i nistration.

IJ. Seattle, Washington - Region X

Dr. David Johnson 
Mr. Michael Street 
Mr. David Hanson 
Mr. Jim VanEoomison
Deputy Commissioner Frederick McGinnis (DHSS)
Ms. Sharon Osborn (DHSS)

I I I . Juneau, Alaska

Department of Commerce, Division of Risk Management 
John George 
Richard Reiner 

Office of Planning and Research 
Virginia Stonkus 
Chris Pohl 

Governor's C j. rice 
Mike Harpei 

DHSS
Commissioner Helen D. Beirne
Deputy Commissioner Frederick McGinnis
Special Assistant Janice Gates

IV. University of Washington - Seattle

Dr. Stephen M. Shortell, Director, Center for 
Health Services Research 

Ira Moscovic, Rural Health Care and Manpower 
Andy Dolan, Health Law, R eg u la t i o n , Manpower 
Laura Beth Lawson, Coordinator, Technical 

Assistance, Region X



V. State of Hawaii - Honolulu

Department of Labor 
Department of Public Assistance 
Department of Health

The purpose o f this memorandum is to bring you up to date with 
the Department's present thinking and the explorations which 
have been going forward recently.

While your representatives at several meetings indicated that 
the concept should b e  explored further, the Department requests 
y o u r  formal approval to proceed further in development of the 
plan. Our plan would b e to keep you advised at each phase and 
to seek your concurrence in any major commitments which would 
b e needed as the study phase develops.

It is anticipated that the following steps will be taken in the 
near furure by the Department, provided your approval to proceed 
is given at this time:

1. A survey of present planning and research funds 
available within the State of Alaska to assist 
in this planning effort. Included in the suryey 
of financial resources will be the Office of 
H ealrh Planning and Development of our Department, 
the budgets of the health divisions of our Depart­
ment (Mental Health, Public Health, Alcoholism &
Drug Abuse). Explorations may go forward with 
regard to resources which may be available from 
private foundations and the federal government.

2. A clarificaxion of assistance that may be available 
■ through the University of Washington's Center for
Health Services Research, Department of Health 
Services, under their contract with the federal 
government to assist states in Region X with health 
planning. In addition, explorations should be made 
with the University of Alaska's Institute of Social, 
Government and Economic Research as to any assistance 
they nay b e able to give the project.

3. If financial resources can be made available, the 
setting of criteria for and the naming of a project 
director f o r  the plan. The project director and/or 
staff probably should be located within the Depart­
m e n t’s Office of Health Planning and Development,
but given the specific task of working on this specific 
p r o j e c t .

4. Based on budget considerations and availability of
funds, a small but competent staff should be identified
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either to do the research or to contract for the 
research necessary to develop the data needed to 
carry forward the plan envisioned.

5. Preliminary conversations and/or discussions should 
be held with other parties at interest within Alaska, 
including:

- Indian Health Service

- A l a s k a  Eospital Associ' tion

- Alaska Medical Association

- A l aska Legislature

- Insurance industry

- G o v e r n o r’s Planning Office

- Consumer representatives

6. In due course, a broad-based advisory panel should 
be named to advise the project director and staff.
Consideration will be given to whether or not the
State Health Coordinating Council night serve as the 
advisory group to the project with possible provision 
for additional technical expertise if needed.

7. A proposed schedule of activities with time frames 
and objectives should be developed in order to plan 
realistically for the project.

Additional information will be provided to you if requests on
any of the topics presented in this briefing memorandum.

R E C O M M E ND A TI O N:

It is recommended that your approval be given to explore further 
the concept of a revised, improved and comprehensive health 
delivery system for Alaska with the goals of better services and 
cost efficiencies.

_______ Approved

_______ Not approved at this time

Jay S. Hammond, Governor





House CS for CS for Sponsor Substitute for Senate Bill No. 227
(in Thousands of Dollars)

For Full Fiscal Year 1981

Total Fedoral

Addition of Medicaid $24,194.5 $15,717.0
Services and New 
Hligiblcs

Decrease of GR-Mcd. ( 4,471.8) -0-
as Result of Adding 
Medicaid Svcs. and 
Eligible Groups

State Only Medically 11,LOO.4
Needy

Interest Payment ... 282.2 _________

TOTAL, for Full $31,174.3 $15,717.0
Fiscal Year

- 0 -

- 0 -

Statc

$ 8,477.5

( 4,471.S)

11,109.4

282.2

$15,457.3

New
Positions

17

16

- 0 -

33

House CS for CS for Sponsor Substitute for Senate Bill No. 237 (Finance)
For 0 Months Implementation 

FY 81

January 1, 1981. - June 30, 1981

Total

Addition of Medicaid $12,097.3
Services and New 
HligiMcs

Drecreaso of GU-Mcd. ( 2,235.9) 
as Result of Adding 
Medicaid Svcs. and 
HIigibility Groups

State Oi 11 y Med j ca IJ y 5,584. 7
Needy

Interest Payment .282.2.

TOTAL for 6 Months $15,728.3

Federal

$7,858.5

- 0 -

- 0 -

0-

$7,858.5

State

$4,238.8

(2,235.9)

5,584.7

282.2

$7,869.8

New Positions 
for 6 Months

17

16

lit

33
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111. A N A L Y S IS  (See Fiscal Note  Prepara t ion  Instruction: . ,  Sec t ion  111)

. Med ica l  b e n e f i t ?  would be prov ided t.o approx imate ly  3,065 now c a s e s  under the 
Med ica id  program. Adm in i s t r a t i on  o f  program b e n e f i t s  would r equ ir e  15 f i e l d  
s t a f f  p o s i t i o n s  and ? c en tr a l  o f f i c e  p o s i t i o n s ,  o f f i c e  s p a c e ,  and a d d i t i o n a l  
computer time to  be d i v id e d  between the I ' l i c j i h i l i l . y  De term ina t ion  and P u b l i c  
A s s i s t a n c e  Adm in i s t ra t i on  P.IIlls. funding is 50 ' federa l  except f o r  the Ind ian  
Hea l th  Care program which i s  funded at. 100“' f edera l  funds.  S in c e  the  b i l l  
proposes  to add new coverage  groups and new c a t e g o r i e s  o f  coverage  to  M ed i c a id ,  
there  w i l l  he a reduct ion  in nonora l R e l i e f  Med ica l  program expend i tu re s  as 
i n d i c a t e d  on page ?., Thus ,  the a c tua l  i n c r e a s e  in s t a t e  General  fund revenues 
needed for t h i s  in crea sed  Med ica id  coverage  i s  8 ,477.5 ~ 4 ,471.8  ■ 4 ,005 .7 .
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111. A N A LY S IS  (See Fiscal Note Preparation Instructions, Section 111)

■ Decrease  in General R e l i e f  Med ica l  proqram expend i tu r e s  due t o  the t r a n s f e r  
o f  coverage for  c e r t a i n  s e r v i c e  c a t e g o r i e s  from s t a t e  funding to c o v e rage  unde* 
the Med ica id  program, and the a d d i t i o n  o f  c e r t a i n  groups under M ed i c a id  that 
are  cu r r en t ly  covered by General  R e l i e f .  M e d i c a l .
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111. A NALYS l f  (See lnscal Note Prepainlion Instructions, Section 111)

Med ica l  b en e f i t s  would be prov ided  to approx imate ly  2,821 new c a s e s  under a 
s t a t e - o n l y  m ed ic a l l y  needy program as part o f  the Genera l  R e l i e f  M ed ic a l  program. 
Adm in i s t r a t i on  of program b e n e f i t s  would r c g u i r :  14 f i e l d  s t a f f  p o s i t i o n s  and 2 
c e n t r a l  o f f i c e  p o s i t i o n s ,  o f f i c e  s p a c e ,  and a d d i t i o n a l  computer time to be d iv id ed  
between the E l i g i b i l i t y  lie t e rm ina t ion  and P u b l i c  A s s i s t a n c e  A dm in i s t r a t i o n  BKUs.
Funding i s  i nd ic a t ed  as lOOl' s t a t e  f i n d s ,  but i f  mav be p o s s i b l e  t o  r e c e i v e  federa l  
funding for  c e r t a i n  i n d i v i d u a l s  w i th  income l e s s  than 113.'. o f  the s t a t e  need 
s tandard for the p a r t i c u l a r  e l i g i b i l i t y  c a t e g o r i c a l  group to wh ich  they  are r e l a t e d .

Oiipin d: 1 «-;vs!.itiu- I man. »•
cc: Dud Vi .tm! M.u m -.vi.ci,

; 11 iic U

I 'n  pared hy:|i.ivid II. David-nui Da te :  May 2. I i '
.iiii e I’l l :«!11!»• v!
! ••< v i .  rs
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Requested by. fhc Hess C o i ' i m T t t c c ______________________ Date lOBfl

11. FISCAL DLTAIL 
Agency A flee led _

F o r  F u l l  F i s c a l  Y e a r

Department o f  Hea l th  and S o c i a l  S o v i c e s

Piogram Calegosy A Heeled He a l t h   __________
MRU, Progrwn, cu SubprogewnCs) Al'iVelcci. G ener a l  Pel  T o f M ed ica l
(Note: If mote tho.n one budge! com ponent is affected, .separate Jino-ilcm am oun ts  and funding for each 

component in the analysis section.) 
r X T I ' . N n r n i: ;:S (Thousands of Dollars)

FY  80 FY 81 FY  82 FY  83 F Y  8d FY  85
J00 P ld tNO 'vb '  SFRV1CFS
200 T RA VI ' !
2QSL C O N T R A C T U  \). 25272
W) r r . M V O D ' T O S
500 H OU IPM P N T •
600 1 A N D  A S! I D i C f U R L S
100_____G R A N  I S. Cl AIMS. FTC . __ _____

-
T O TA L

282. 2

FUNDING (Thousands o f Dollars)

G F N F R M .  I UND 232.2
P1DF.RAI. F U N D S - 0 -
OJ'11 llll (S:wvii \  Fu: \ !  Source)

1

PO S I T IO N S  

FUI 1. T IMF - 0 -
PART' 1 IMF -0 -
T F M P O R A R Y - 0 -

111. A N A LY S I S  (See Fiscal Nolo Preparation Instructions, Section 111)

. Funding neces sary  to make i n t e r e s t  payments to p ro v id e r s  f o r  Med i c a id  and 
General  R e l i e f  Med ica l  c l e a n  c l a im s  not processed  w i t h in  If) days o f  r e c e i p t  
by the Department. Federa l  law r equ i r e s  s t a t e s  to  p roce s s  90'," o f  M ed ic a id  
c l e a n  c la ims  w i t h in  30 days o f  r e c e i p t ,  however no p r o v i s i o n  i s  made under 
federa l  law for  funds t o  be used to make i n t e r e s t  payments. T hu s ,  a l l  
i n t e r e s t  payments must be made u s in g  s t a t e  funds on ly .

e ig in . n  I I' . ' . i.!.!: .\ c ! . n.'.n. e 
;; RildiVl M .m .r c m  mU

I’jiln*- U u \ l  I . i .Wm t Lt::

. I'el 11•'•••.. I
Ip t' t . . ( 1 : - -D

I .! •

IVep.n ed  l v :  D avid  M. D a v id so n  Da t o :  Mav 2 ,  l ‘k".0 
i 11 i \ i e t :■: i i i , i•: Pub i i i /\ •,:. i . 1..111«.•' I'll: ' l i e > ' i /
' '  1 >'i i r !  ■ -u: c l  | , i  1 1 •. ; ,h . ia  I b n  v i co s

/ 'P i1' o ’ .! i Pi'S;. I '*• s i . V P. Halt'



r.!IT!!OD Ull\) '!0 UKVELOI* FISCAL NOTi: I OR HCS  for C S  for SSSD 227 ( F i  n.)

SU 22.7* proposes  to  add new c ove rage  and new e l i g i b l e  c a t e g o r i e s  
t o  the Med ic a id  and General  I’. c ' l i o f  Med ica l  (GRM) programs adm in i s t e r ed  
hy the Department o f  H ea l th  ft S o c i a l  S e r v i c e s  through the  D i v i s i o n  o f  
P u b l i c  A s s i s t a n c e .  The b i l l  would add s e r v i c e s  and e l i g i b l e  b e n e f i c i a r i e s  
no t  p r e s e n t l y  covered  by a medica l  a s s i s t a n c e  program adm in i s t e r ed  by 
th e  Department. In o rder  to  attempt t o  gauge the  e f f e c t  o f  SB227 ,  i t  
was n e c e s sa ry  t o  do some p r o j e c t i o n s  based on the  p re sen t  A laska  M ed i c a id  
and GRM programs and the M ed ic a id  programs in  o th e r  s im i l a r  s t a t e s .  In 
d e v e l op in g  a f i s c a l  no te  for  SB 320, the Department a cqu i r ed  f i n a n c i a l  
r epo r t s  from f i v e  western  s t a t e s  hav ing  m e d i c a l l y  needy programs.  The 
f i n a n c i a l  r epor ts  covered  the  f edera l  f i s c a l  y e a r s  1977 and 1970 f o r  
Hawa i i ,  Montana, North Dakota ,  U tah ,  and Wash ington .  T h i s  i n f o rm a t i on  
a l s o  was used to  deve lop  the  f i s c a l  note f o r  SB  227 .

The  f i s  I note  i s  d i v i d e d  in t i  f ou r  pages t o  a l l o w  f o r  s ep a ra t e  c o n ­
sider;: ' . . >ns o f  add ing new s e r v i c e s  and e l i g i b l e  groups to  Med i c a id  on 
th e  GRM program by the e f f e c t  th a t  a d d i t i o n  to  M e d i c a id ,  the  c r e a t i o n  o f  
a m ed i c a l l y  needy program, and the  payment o f  i n t e r e s t  on pas t  due 
med ica l  c l a im s .

The  f i r s t  page o f  the  f i s c a l  note  co v e r s  the a d d i t i o n  o f  new e l i g i b l e  
groups and s e r v i c e  c a t e g o r i e s  under the Med ica id  program. The b a s i c  
M ed ic a id  request  f o r  FY Cl minus the 100.'. f e d e r a l l y - f u n d e d  Ind ian  H ea l th  
Care  Improvement Act coverage  ($40,720,000) was used as  a base . To  th a t  
was added 17.17. a d d i t i o n a l  funds f o r  M'ose new s e r v i c e  c a t e g o r i e s  th a t  
a r e  not p r e s e n t l y  covered  under the  !' ska M ed ic a id  program. T h i s  
b r in g s  the t o t a l  to  $47,683,800. The 17.151 f igure  i s  d e r i v ed  from the 
average  percen tage  in the f i v e  o th e r  s t a t e s  f o r  th o s e  c a t e g o r i e s  o f  
s e r v i c e  th a t  arc  not. covered  under the A laska  Med i c a id  program th a t  
wou ld  be added by t h i s  b i l l .  T h i s  s ub to t a l  was then m u l t i p l i e d  by l . b ,  
th e  f a c t o r  by which I b e l i e v e  the  o v e r a l l  c o s t  oT the  M ed ic a id  program 
wou ld  i n c r e a s e  ($71,525,700).  A la ska  has i lower  percen t  o f  the  t o t a l  
p o p u la t i o n  p a r t i c i p a t i n g  in  the M ed ic a id  program than in o th e r  s t a t e s ,  
p a r t i c u l a r l y  in the groups of  i n d i v i d u a l s  under 21 and i n t a c t  f a m i l i e s .

To  doub le  check th e se  p e r c e p t i o n s ,  and t o  a r r i v e  a t  a more p r e c i s e  
budget, p r o j e c t i o n ,  the  f i s c a l  note  was deve loped  by budget components,  
l t  was p ro j e c t ed  th a t  the M ed ic a id  components would be a f f c c t e i  in  the  
f o l l o w i n g  ways: h o s p i t a l  i n c r e a s e  by 1.33,  p h y s i c i a n s  i n c r e a s e  oy 1 .33 ,  
o t h e r  s e r v i c e s  i n c r e a s e  by 1.33, EF'SDT i n c r e a s e  by 2 .0 ,  nu r s in g  homes 
remain c o n s t a n t ,  and Ind i an  h e a l th  i n c r e a s e  by 2 .0 .  The e f f e c t  on the 
GRM budget , r e f l e c t e d  by page two o f  t.ho f i s c a l  n o t e ,  wou ld  be a s  f o l l o w s :  
hosp i ln ' l  reduced by .33 ,  p h y s i c i a n s  reduced hy .33, o th e r  s e r v i c e s  
reduced by .!>(), and nur s ing  homes and c a ' a s t r o p h i c  i l l n e s s  remain ing 
c o n s t a n t .  T h e se  changer, by s p e c i f i c  component produced t.ho t o t a l  used 
f o r  the f i s c a l  note o f  $71,407,900 f o r  M ed ic a id  in  FY 81.

The  high amount o f  Federa l  funds shown in the f i s c a l  no te  i s  th e  r e s u l t  
o l  a l a r g e  in c r e a s e  p r e d i c t e d  in lhe  Ind ian  h e a l th  component wh ich  i s  
100 • federal  funding.  ' Ih i s  i n c r e a s e  would not he a f u n c t i o n  o f  p eop le  
r e c e i v i n g  now s e r v i c e s  Iml. I.lie r e s u l t  o f  a funding c l i a n g e - - t h e  A la ska  
Area Mot ive  l ltol . 'h S e r v i c e  (AAf.'IIS) would he a b l e  to r e c e i v e  mure f edera l

* .'in all car.es, Senate Mill 227 mconr; ilour.c CS for C'S for SSSB227

(Fluent



Med ica id  money for s e r v i c e s  th a t  th ey  are  a l r e a d y  p r o v id in g  t o  persons  
e l i g i b l e  ' o r  AAIIIIS, but who are not M ed ic a id  e l i g i b l e  now s imp ly  because  
A l a s k a ' s  Med ica id  program does no t  prov id e  c ove rage  for  i n t a c t  f a m i l i e s .

The th i r d  page o f  the f i s c a l  no te  co v e r s  th e  e f f e c t  o f  add ing  a m ed i ­
c a l l y  needy program in A la sk a .  I t  is based on the  p r o j e c t i o n s  done in 
d ev e l op in g  the f i s c a l  note  fo>- th e  Sena te  l ltSS Committee for  SB 320.
For purposes o f  SB 227, th e  amount in th a t  f i s c a l  no te  was doub led  to  
r e f l e c t  the f a c t  th a t  SB 22 7w ou ld  r equ i r e  m e d i c a l l y  needy c ove rage  f o r  
not on ly  adult: c a ses  but a l s o  f o r  f a m i l i e s  and i n d i v i d u a l s  under age 21, 
and would e s t a b l i s h  a h igh e r  c u t - o f f  p o in t  f o r  e l i g i b i l i t y .

* i

The  fourth  page p rov id e s  an a n a l y s i s  o f  the c o s t s  o f  p r o v id in g  i n t e r e s t  
payments on pas t  due c l e a n  c l a im s  submit ted t o  the Department. Wh i le  SP  
2 2 7 does not soy s p e c i f i c a l l y  t h a t  th e  p r o v i s i o n  would a p p l y  o n l y  to  t h _
Med ic a id  and GRM programs, th a t  assumpt ion has been made f o r  purposes  o f  
th e  f i s c a l  no te .  The amount p ro j e c t e d  i s  approx imate ly  o n e - h a l f  percen t  
o f  the t o t a l  Med ic a id  and GRM budgets ,  minus the  Ind ian  h e a l t h  component 
s i n c e  tha t  i s  merely a t r a n s f e r  o f  f edera l  funds and no t  an a c tu a l  
payment for  s e r v i c e s  rendered. The f i g u r e  i s  based on the  assumpt ion  
t h a t  the I.apartment w i l l  be a b l e  t o  c o n t i n u e  t o  make improvements in  i t s  
c l a im s  p ro c e s s in g  system, e v e n t u a l l y  o b v i a t i n g  the need f o r  any i n t e r e s t  
payments t o  be made. 01' c o u r s e ,  i f  the  c l a im s  p r o c e s s i n g  system would 
r e v e r t  back to  i t s  p rev iou s  c o n d i t i o n ,  the  amount o f  t h i s  f i s c a l  note  
wou ld  be c o n s i d e r a b l y  g r e a t e r .

The summary sheet totals the costs for the Department for SB 227. Since 
the fiscal notes were prepared based on the Mouse Hess version of the bill, 
the budgets reflect costs for a full fiscal year implementation. The 
current House Finance version begins implementation at a later date on 
January 1, 198.1. Therefore, we have reduced the costs by 505 to reflect 
only 6 months implementation for that fiscal year.



DIVISION OF PUBLIC ASSISTANCE
FY79 ACTUAL 

TOTAL FY30 FCC
FY80 SUPPLE­

MENTAL CURRENT FY80 PROJECTED
BRU AS OF 11/27 /79 AUTHORIZATION REQUEST TOTAL NEED FY31 REQUEST

EN. POP: .
DISCRETIONARY (OF) (OF) (OF)

E 1i g . Der. $3718.3 4377.1 (2638.2) 4377.1 4595.9 (2321.0)
S t a f f  Dev. 253.8 130.4 (40.8) 130.4 140.0 (63.1)
Q u a l i t y  Con tro l ^07.0 496.0 (248.5) 495.0 549.0 (274.5)
General R e l i e f 707.1 650.0 (650.0) 650.0 650.0 (650.3)

TOTAL 5086.2 5653.5 73577.5) 5653.5 (3577.5) 6034.9 73324.5")

NGN-DISCRETIONARY
AFDC 21276.6 22734.5 (11367.2) 3447.9 26182.4 (13091.2) 21133.1 (15556.5)
AD 3130.2 3782.8 (3782.8) 202.7 3935.5 (3935.5) 4974.1 (4974.1)
AB 103.7 113.3 (118.8) 113.8 (118.8) 140.9 (140.9)

*OAA 2950.2 3141.4 (3141.4) 421.8 3563.2 (3563.2) 4344.9 (4344.9)
TOTAL 27465.7 29777.5 (18410.2') 4072.4 33349.9 (20753.7) 40592.0 (25026.41

* AGED COVER PROGRAM

!EALT!i:
NON-U!SCRETIONARY 
MEDICAID

llospi t a l s 6047.9 5617.7 (1160.7) ' 1066.7 6634.4 (1694.0) 8923.7 (2461.9)
P h y s i c i a n s 2872.4 2819.2 (621.9) 1217.6 4026.8 (1220.7) 5331.1 (2630.5)
Other  S e r v i c e s 889.9 735.1 (276.6) 435.8 1170.9 (494.5) 1563.1 (671.1)
EPSDT 1600.8 1711.5 (855.7) 480.0 2191.5 (1095.7) 2925.7 (1452.3)
Nurs ing Home 12947.8 15825.6 (967.4) 1716.0 17541.6 (853.0) 21927.0 (3553.5)
Ind ian  Hea lth 1458.7 6557.6 - 0 - 6557.6 -0 - 7239.6 - 0 -

TOTAL 25817.5 33256.7 73832.37 4916.1 33182.8 (5372.9) 47960.2 7l 034j'.7)'

GENERAL RELIEF  MEDICAL
Hospi i-als 4137.9 4147.9
Ph y s i c i a n s 1443.4 1150.3
Other 1333.0 1224.1
Nurs ing Homes 328.8 683.0
C a t a s t r o p h i c  I l l n e s s 801.0 754.2
R e s i d e n t i a l  Nurse - 0 - 166.4

1TAL 8049.9 8126.8

DISCRETIONARY
PA Admin & Support 970.4 910.9
C o l l e c t i o n s 42.8 44 .S

SUBTOTAL 67432.5 77780.2
+FEDERAL FOOD STAMPS 10400.0 14976.0
•) ENERGY ASSISTANCE PROGRAM N/A Ij/A

(8126787

(529.2)
(44.8)

3^570.0

1356.8 5504.7 7343.8 (7348.3)
900.0 2050.3 2737.1 (2737.1)
473.4 1697.5 2266.1 (2265.1)
231.7 915.6 1144.5 (1144.5)
- 0 - 754.2 977.3 (977.3)
-0 - 166.4 166.4 . •)

2961.9 17088.7" 711033'.77 ’14640.2 7 1 4 6 4 0 )

910.9 (529.2) 979.8 (594.8)
44.8 (44.8) 47.4 (23.4)

89730.6 (41471.8) 
14976.0 

3636.7___________________

110225.5
18637.0

(54964.3)



RH\. JEST 
Hili/Rcsoiution No. .Ci_Xo r_/. 5_ /> I 'M  Le J i l l  i / 2 11
T i t l e _________
Requested bv_

i n s u r a n c e . fur A lcoho l  i sm and L'hia^Tieiienden a
Date

II. FISCAL DETAIL
A n c n c v  A f fec te d  A d m i n i s t r a t i o n  -  D i v i s i o n  o f  R e t i r e m e n t  a n d  B e n e f i t s  
P r o g r a m  C a tego ry  Aff cc tc d   ~ T<eTi r c n i e n t  a n d  B e n e f i T s  "TOTITEirUITnEnT57“
C R U ,  P ro g ra m ,  or S u b p r o g r a m ^ )  A f f e c t e d ________0 2 - 9 6 - H-T)I-UTT')']___________ . .___________
( N o t e :  I f  m o re  tha n  o n e  b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e pa ra te  l inc-i tein a m o u n t s  and fu n d in g  for cacii 

c o m p o n e n t  in the  analys is  sec t io n . )
E X P E N D I T U R E S  ( T h o u s a n d s  o f  Dol lars)

FY 79 FY  150 FY Cl FY 1)2 FY 83 FY C l
)0'. P F R S O N A !  S E R V IC E S
500 T R A V E L
3 0 0 C O N T R A C T U A L
400 C O M M O D I T I E S
s o n FOt.LLijMJ;NT 1
600 I .A N D T ST iUU T U R F S 1
700 TRS STATE MATCH .  .  ...

JLQIL. BENEFITS. ..................... ....... . ........ 2il? Jj ) 5C.4 4 0 6 . 1 407.3 j 1)84. 8
TOTAL 487.3

FUNDING (Thousands of  Dollars)

«;j km RAI 1 U N U 330.8 211. 1 332.6 399.2 478.9
M  I I Nl 13.0 15.1 22.4 2G.9

VETERAN'S FUND 0.6 0.7 0.8 1.0 1.2

FISH t, GAM: FUND 7 2 A) 2.4 2.9 3.5
HIGHWAY F'JND 3.7 4.4 5.3 6 .3 7,_(L_ .
AIR PORI f u n ;) 8 .2 9.8 ______1 L J 3 _ _______1 (L 1 _ ______ 1Z.Q____
CAP1TAI FUND 24.0 28.8 34.5 41.4 49.7
PC RS
TRS

POSITIONS NON I.

FUE L '11MF
PART TIME
T EM PO R A R Y . . i

III. ANALYSIS (Sec Fiscal Note Prep;nation Instructions, Section III)
1. Approximate ly 8.900 S l a t e  employees are c u r r e n t l y  covered  under the S t a t e  Group 

Hea l th  Care Plan.

2. The c o s t  to implement the p r o v i s i o n s  o f  t h i s  b i l l  w i l l  bo S3.64 per employee 
per month.

3. E s t imate  that the c o s t  to prov id e  con t inued  coveraqo w 11 in c r e a s e  30'' each year 
foi t.he immediate fu ture .  However, an e f f e c t i v e  a l c o h o l i sm /d r u q  dependonev 
|)fo<jptini shou ld  ho lp  to h m Ii icp o v p t j I I  ho i i l lh  core  clAiui experience? in the fulmi . *

4. Cost  for coveraqo ol p o l i t i c a l  s u b d i v i s i o n s  (appro / . imaLe ly  50 s u b d i v i s i o n s )  
part i c i p a t i n q  in qroup in sur . ime  not in-, ludtd' , rectr. -mend I.bat l.lu; A laska i-.uiii . E 
Le 'ujue, 30) Fran). I in S t . ,  Juneau ,  Ah 506-1325, Rep c on ta c ted  l o r  input.

/it6 /? " J - '
IV. DATE __________ - t /J i l / / " ' .  I T !  !' \  i ’ 1 D HY ['•'’«! !.’ • : H i ' . ‘ . M r

\  ( j j * * *{* v  111 V I *, I  ̂* II v i • •” '» i •' 11 ' 111! n 1 *• t ' f i • • .

.Origin a I 1 - !. live i m.m. v PIU »NE . !* " ’ '
cc:  H . b u t  an ! NR imi i vmvu l

j.. . . » •, - 1 1 ,! : I • :■ I s:■ i ! • 11 na i o r  c . > I I e ! t a N ma  ■ • ■ Hi

•.•••: . r «I * i • ii -p > . * n r  /
' •'1! it - i.

BE



5/29/80 X 
Bradley

original sponsors Colletta, Stimson 
and Hohman

H THE SENATE BY THE FINANCE COMMITTEE

HOUSE CS FOR CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 227 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - SECOND SESSION

A BILL

'or an Act entitled: "An Act relating to the health of residents of the

state; and providing for an effective date."

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

* Section 1. AS 21 is amended by adding a new chapter to read:

CHAPTER 50. COMPREHENSIVE HEALTH CARE PLANS.

Sec. 21.50.010. RESIDUAL MARKET HEALTH INSURANCE POOL. (a) The 

carrier which writes the largest premium volume of health insurance in 

the state as determined by the director shall, as a condition of trans­

acting health insurance, establish and operate a residual market health 

insurance pool. Individual, group, and Medicare supplemental comprehen­

sive health care plans as described in AS 21.50.020 shall be available 

through the residual market health insurance pool to every eligible 

individual or employer resident in the state. Applicants shall have a 

choice of the low option, the middle option, or the high option d e­

ductible established under AS 21.50.020.

(b) The administering carrier shall submit to the director for 

approval a plan of operation for the residual market health insurance 

pool which assures the fair, reasonable, and equitable operation of the 

pool. The plan shall establish procedures for administration, account­

ing, record keeping, and reporting for the pool, amendment of the plan, 

and advertising of the coverage provided. If the carrier fails to 

submit a plan within six months after the effective date of regulations 

implementing this Act, Lhe director may adopt a plan to carry out Lhe 

provisions of tin's section.
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(c) Rates for comprehensive health coverage issued through the 

residual market health insurance pool may not be excessive, inadequr-c, 

or unfairly discriminatory. The rate for a given classification or 

group in the pool may not be more than 125 percent of the rate for a 

classification or group of at least 25 persons with similar characteris­

tics at standard risk, for equivalent coverage not written through the 

pool. All policy forms and rates shall be filed with the director and 

may be disapproved within 30 days from the filing.

(d) Following the close of a fiscal year, the administering car­

rier shall determine the net premiums, administrative expenses, and 

incurred losses for the year from Lhe operation of the residual market 

health insurance pool. Net gains, if any, shall be held at interest to 

offset future pool losses or allocated to reduce future pool premiums. 

Net losses may be credited against the carrier's income tax payable 

under AS 43.20 or its premium tax payable under this title. If the 

administering carrier's total assessment c r e e d s  its tax. liability for 

the year, the commissioner of revenue shal~ directly reimburse the 

carrier in the amount of the excess.

Sec. 21.50.020. COMPREHENSIVE HEALTH CARE PLANS. (a) Each of the 

three types of comprehensive health care plans (individual, group, and 

Medicare supplemental) shall provide minimum standard major medical 

benefits required by regulation:

(b) A comprehensive health care plan shall provide for a choice of 

deductibles. The low option deductible is $100 per person, the middle 

option deductible is $500 per person, and the high option deductible is 

$1,000 per person. The $.100 maximum, the $500 maximum and the $1,000 

maximum established under this subsection shall be adjusted yearly by 

the director hy regulation to correspond with t h e  change in the medical 

care c o m p o n e n t  o f  t h e  c o n s u m e r  p r i c e  index. T h e  base year f o r  the
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computation is the first full year of operation of the plan.

(c) The sum of the deductible and copayments required in a calendar 

year under an option may not exceed a maximum limit of $1,000 per covered 

individual or $2,000 per covered family. The $1,000 and $2,000 maximums 

shall be adjusted yearly by the director to correspond with the change

in the medical care component of the consumer price index.

(d) A comprehensive health care plan may limit lifetime benefits 

to a maximum of not less than $1,000,000 per insured person.

(e) The director shall adopt regulations establishing subrogation 

rights and coordination of benefits.

Sec. 21.50.030. ELIGIBILITY. (a) An individual comprehensive 

health care plan is open to enrollment by a resident of the state who is 

under 65 and can provide evidence, with respect to major medical cover­

age, of rejection, requirement of restrictive riders, a rate up, or a 

preexisting con. itions limitation by ^ c a r r i e r 3 within six months before 

the application for enrollment in an individual comprehensive health 

care plan, the effect of which is to substantially reduce coverage from 

that available to a person considered standard risk.

(b) A group comprehensive health care plan is available to a 

resident employer of three or more employees whom the employer seeks to 

enroll in a group plan, who can provide evidence, with respect to major 

medical coverage, of rejection, requirement of restrictive riders, a 

rate up, or a preexisting conditions limitation by carrier-' within six 

months before the application for a group comprehensive health care 

plan, the effect of which is to substantially reduce coverage from that 

available to a group considered standard risk or a group of 25 members.

(c) A  M e d i c a r e  s u p p l e m e n t a l  c o m p r e h e n s i v e  h e a l t h  c a r e  p l a n  is o p e n  

t o  e n r o l l m e n t  b y  a resident: o f  t h e  s t a t e  w h o  is e n r o l l e d  i n  M e d i c a r e  

r.irLs A a n d  11 a n d  w h o  c a n  p r o v i d e  e v i d e n c e ,  w i t h  r e s p e c t  to m a j o r  m e d i -
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cal coverage, of rejection, requirement of restrictive riders a rate up, 

or a preexisting conditions limitation by "jx carrier3within six months 

before the application for enrollment in an individual comprehensive 

health care plan, the effect of which is to substantially reduce cover­

age from that available to a person considered a standard risk.

(d) An individual may not purchase or renew coverage under a c o m­

prehensive health care plan established under this chapter after ceasing 

to be a resident of the state.

Sec. 21.50.040. ADDITIONAL CRITERIA FOR ELIGIBILITY. The director 

may adopt by regulation supplemental or alternative eligibility criteria 

which reflect the inability of an applicant to obtain coverage sub­

stantially similar to that which may be obtained by an applicant who is 

considered a standard risk or by a group with 25 members.

Sec. 21.50.050. POWERS OF DIRECTOR. The director may

(1) formulate general policies to advance the purposes of

AS 21.50.010 - 2,1.50.040 and may adopt regulations under AS 21.06.090 to 

carry out the provisions of AS 21.50.010 - 21.50.040;

(2) adopt by regulation reasonable limits on administrative 

expenses of the administering carrier which may be paid from compre­

hensive health care plan premiums, and minimum standards for the p ropor­

tion of comprehensive health care plan premiums to be paid out in claims;

(3) examine and investigate the operation of the residual 

market health insurance pool and shall have reasonable access to the 

books, records, files, papers, and documents of the administering carrier 

that relate to the opera ton of the pool;

(4) examine directors, officers, agents, brokers, or e m­

ployees of the administering carrier for the purpose of determining if 

coverage is being adequately and fairly provided through the pool;

(5) c o n t r a c t  w i t h  t h e  f e d e r a l  g o v e r n m e n t  or w i t h  a n o t h e r  uni.!:


