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(8) the defendant committed the offense while avoiding law­
ful arrest or escaping from lawful confinement;

(9) the defendant committed the offense after escaping from 
lawful custody of a peace officer or place of lawful confine 
m e n t .

AS 12.55.181 in SB 7 sets out the mitigating factors the , 
court must consider; t^ese are identical to the mitigating 
factors set out in AS 12.55.181 of SB 31.

AS 12.55.182 of SB 7 deals with incompetency and pregnancy 
of persons sentenced <:o death and is substantively the same 
as AS 12.55.'182 of SB 31.

Section 6 of SB 7 is substantively the same as section 6 of 
SB 3 H

Section 7 of SB 7 is a technical amendment dealing with" the 
lack of jurisdiction of the Court of Appeals in death .sen­
tence appeals. This section is.not found in SB 31, but 
probably should be added for clarity.

Section 8 of SB 7 requires the Commissioner of-Corrections 
to establish a procedure for execution of the death penalty. 
This provision is qot contained in SB 31.

Section 7 of SB 31 puts the question of the desireability of 
the death penalty on the ballot as an'advisory'question in-
1988. This provision is not contained in SB 7.

*» •

Section 8 of SB 31 makes the hi l l  effective August 15, 1989, 
giving the legislature the opportunity to respond to the 
advisory vote before the bill takes effect. * In contrast, SB 
7 has no effective date provision, and therefore would take 
effect 90 days after the governor signs it. ‘

KBL:csh 
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m
SUBJECT: SB 66 STUDENT LOANS

Dear Senator Fischer and HESS COMMITTEE MEMBERS:

We the parents o£ postsecondary education bound students of 
Kenai Central High School wish to voice our concern regard­
ing proposed changes in the Alaska Student Loan Program.
At this time we don't know the complete ramifications of 
SB 65, however; we strongly support the continuation of the 
student loan program.

It would be beneficial to us to know the following information 
if SB 66 is enacted:

1. Interest required for the student loan and Bonding

2. The long range effect to the state of Alaska and its 
re s idents.

3. The pay back procedure.

4. Guidelines for qualifying for a loan.(Loan based on no need).

Lastly, we care about the future of our students in Alaska and 
appreciate any support you will give them to continue their e d­
ucation .

m Sincerely,

Joan Kimball 
Geraldine Sparks 
Jim Earley 
Sharon Traughber 
Lendra Earley

9
bhiiccnos - sa itu ju  '031 zs-.zi i s ,  sz a3j
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STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
R E Q U E S T :

B i ll V e rs io n : S B 0 6

Publisn Date : -I.-l 9-B7
1 - 3 0 - 8 7Revision D a t e :_________________________________________

T it le  : C r e a t i n g  t h e  A l a s k a  S t u d e n t __________

L o a n  C o r p o r a t i o n ______________________________________

S p o n s o r : K e l l v .  H a l f o r d ,  K e r t t u l a ,  F a i k s  

Requesto r : S e n a t e  H E S S

Agency A ffec ted : E d u c a t i o n

B R U ; P o s t s e c o n d a r y  E d u c a t i o n ______________

________________C o m m i s s i o n ______________________________________

Com ponents - G e n e r a l  A d m i n . ,  S t u d e n t -  

f . o a n  A d m i n . .  D a t a  &  W o r d  P r o c . ,  S t u d e n t

L o a n  P r o g r a m ________________________________________________

EXPENDITURES/REVENUES: (Thous- 4$ of Dollars)
O P E R A T I N G F Y  8 7 F Y  8 8 F Y  8 9 F Y  9 0 F Y  9 1 F Y  9 2

P E R S O N A L  S E R V I C E S

T R A V E L

C O N T R A C T U A L

S U P P L I E S

E Q U I P M E N T

L A N D  &  S T R U C T U R E S

G R A N T S ,  C L A I M S

M I S C E L L A N E O U S

( 1 , 5 9 4 . 8 ) ( 1 , 6 7 4 . 5 ) ( 1 , 7 5 8 . 3 ) ( 1 , 8 4 6 . 2 ) ( 1 , 9 3 8 . 5 )

( 6 4 . 4 ) ( 6 4 . 4 ) ( 6 4 . 4 ) ( 6 4 . 4 ) ( 6 4 . 4 )

( 3 1 8 . 3 ) ( 3 2 7 .  £.1 ( 3 3 7 . 7 ) ( 3 4 7 . 8 ) ( 3 5 8 . 2 )

( 5 8 . 6 ) ( 6 0 . 4 ) ( 6 2 . 2 ) ( 6 4 . 0 ) ( 6 6 . 0 )

T O T A L  O P E R A T I N G N . A . ( 2 , 0 3 5 . 9 ) ( 2 , 1 2 7 . 1 ) ( 2 , 2 2 2 . 6 ) ( 2 , 3 2 2 . 4 ) ( 2 , 4 2 7 . 1 )

C A P I T A L N . A . ( 3 4 , 9 0 0 . 0 ) ( 2 7 , 7 5 8 . 1 ) ( 2 2 , 2 8 8 . 6 ) ( 2 5 , 4 0 0 . 5 )  ( 2 8 , 1 4 3 . 2

R E V E N U E

F U N D IN G : (Thousands o f  D o lla rs )
G E N E R A L  F U N D  

F E D E R A L F U N D S  

O T H E R  

n r r r \ L

N . A . ( 3 6 , 9 3 5 . 9 ) ( 2 9 , 8 8 5 . 2 | ( 2 4 , 5 1 1 . 2 ) ( 2 7 , 7 2 2 . 9 ) ( 2 0 , 5 7 0 . 3

P O S IT IO N S : .
F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

N . A N . A . N . A . N . A . N . A . N . A .

A N A L Y S IS  : (A ttack a separate page i f  necessary)

P r e p a r e d  b y  K e r r y  D .  R o m e s b u r q  4 6 5 - 2 8 5 4

D i v i s i o n : P o s t s e c o n d a r v  C o m m i s s i o n  7  1 - 3 0 - 8 7

Senate Secretary

A p p r o v e d  b y  C o m m i s s i o n e r :      D a t e  : _____________________________

A g e n c y : _________________________________________ ___________________________________________________________

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t

I m p a c t e d  A g e n c y ( i e s )  . p a g e — — o f

F I SC A L  NOTE



S B 6 6  F i s c a l  N o t e  A n a l y s i s

O p e r a t i n g  B u d g e t

1 .  F Y 8 8  O p e r a t i n g  b u d g e t  s a v i n g s  a r e  b a s e d  u p o n  t h e  F Y 8 7  R e v i s e d  b u d g e t  

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

C o m m i s s i o n  G e n e r a l  A d m i n .  

S t u d e n t  L o a n  A d m i n .

D a t a  a n d  W o r d  P r o c e s s i n g

! i  2 8 7 . 4  

: ; l ,  6 3 2 . 7  

1 1 5 . 8  

S 2 , 0 3 5 . 9

2 .  F Y 8 9 - 9 2  t o t a l s  a r e  b a s e d  u p o n :

P e r s o n a l  s e r v i c e s  5 %  g r o w t h  a n d  n o  i n c r e a s e d  s a l a r i e s

T r a v e l  n o  i n f l a t i o n  f a c t o r

C o n t r a c t u a l  3 %  i n f l a t i o n  f a c t o r

S u p p l i e s  3 %  i n f l a t i o n  f a c t o r

C a p i t a l  ( L o a n  F u n d s )

1 .  F Y 8 8  r e d u c e d  G e n e r a l  F u n d  c o m m i t m e n t  i s  b a s e d  u p o n  F Y 8 7  R e v i s e d  

b u d g e t .

2 .  F Y 8 8 - 9 2  r e d u c e d  G e n e r a l  F u n d  c o m m i t m e n t  i s  b a s e d  u p o n  a t t a c h e d  t a b l e ,

■ A l a s k a  s t u d e n t  L o a n  P r o g r a m :  s t u d e n t  L o a n  A c t i v i t y  P r o j e c t e d  t o

2 0 1 0 - 1 1 ."

3 .  T h e  b o n d  r e c e i p t  f i g u r e s  a r e  b a s e d  u p o n  a t t a c h e d  t a b l e ,  " A l a s k a  

C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n ;  A l a s k a  S t u d e n t  L o a n  P r o g r a m  

S u m m a r y  o f  N e w  L o a n  O r i g i n a t i o n . "



ALASKA STUDENT LOAN PROGRAM 

STUDENT LOAN ACTIVITY 

Projected to 2010-11

Loan Loan Loan Loan General G.P. with

Year Awards Volume Collections Forgiveness Fund Bonding

87-80 17,204 $ 80,000,000 $23,298,455 $ 3 , 7 0 6 , 9 4 4  $56,701,545 $20,U0U,UUU

88-89 16,738 80,345,504 27,587,414 4,441,374 52,758,090 25,000,000

89-90 16,381 80,676,052 33,387,487 5,326,377 47,288,565 25,000,000

90-91 16,044 81,024,565 40,624,030 6,430,564 50,400,535* 25,COO,000

91-92 16,248 82,865,U42 44,721,848 7,584,355 53,143,194* 25,000,000

92-93 16,491 85,341,434 52,739,315 8,745,092 52,602,119* 25,000,000

93-94 16,708 87,298,990 56,381 ,286 9,831,303 45,917,704* 25,000,000

94-95 16,675 88,375,670 59,929,106 10,789,747 28,446,564 25,000,000

95-96 16,b53 88,261 ,738 63,349,462 11,571,828 24,912,276 25,000,000

96-97 16,416 87,007,173 66,563,505 12,187,296 20,443,668 25,000,000

97-90 16,018 84,895,801 69,475,575 12,679,094 15,420,226 25,000,000

98-99 16,745 88,748,536 71 ,991 ,794 13,069,109 16,756,742 25.000,000

99-00 17,201 91,166.845 74,056,739 13,360,407 17,110,106 25,000,000

00-01 17,546 92,991 ,621 76,271 ,198 13,587,333 16,720,423 25,000,000

01-02 17,765 94,155,886 78,537,715 13,750,923 15,618,171 25,000,000

02-03 17,949 95,130,963 80,787,019 13,899,705 14,343,944 25,000,000

03-04 18,154 96,214,236 82,951 ,870 14,064,996 13,262,366 25,000,000

04-05 18,368 97,349,392 85,015,769 14,238,204 12,333,623 25,000,000

05-06 18,578 98,462,230 86,996,273 14,408,005 11,465,957 25,000,000

06-07 1:,773 99,498,206 88,906,992 14,566,080 10,591,214 25,000,000

07-08 18,960 100,489,383 90,752,988 14,717,319 9,73*.395 25,000,000

08-09 18,965 101,518,364 92,532,964 14,874,404 8,985,400 25,000,000

09-10 19,375 102,687,093 94,248,233 15,052,656 8,438,860 25,000,000

10-11 19,621 103,992,073 95,908,070 15,251,776 8,084,003 25,000,000

*90-91 includes $10.0 million to accommodate cash flow

*91-92 includes $15.0 million to accommodate cash flow

*92-93 includes $20.0 million to accommodate cash flow

*93-94 includes $15.0 million to accommodate cash flow

*This builds up a float of $60.0 million to allow for fall loan processing

1/8/87



ALASKA COMMISSION ON POSTSECONDARY EDUCATION 

ALASKA STUDENT LOAN PROGRAM 

SUMMARY OF NEH LOAN ORIGINATION

YEAR TOTAL

ENDIN6 STATE SYSTEM BOND FUNDS DEBT NEU
6/30 APPROPRIATIONS EQUITY (a) PROCEEDS AVAILABLE EXPENSES (b) SERVICE (c) LOANS

1 ♦ 2 + 3 4 5 6 = 7

1987 0 0 0 0 0 0 0

1988 20,000,000 20,152,?79 49,810,000 89,962,279 6,475,300 3,486,700 80,000,279

1989 25,000,000 26,829,204 43,875,000 95,703,204 5,359,750 9,997,950 80,345,504

1990 25,000,000 34,019,202 42,550,000 101,569,202 4,857,500 16,035,650 80,676,052

1991 25,000,000 41,506,415 40,675,000 107,181,415 4,265,750 21,891,100 81,024,565

1992 25,000,000 49,281,242 40,000,000 114,281,242 3,815,500 27,600.700 82,865,042

1993 25,000,000 57,071,484 40,000,000 122,071,484 3,428,500 33,301,550 85,341,434

1994 25,000,000 64,346,490 40,000,000 129,346,490 3,011,000 39,036,500 87,298,990

1995 25,000,000 70,754,370 40,000,000 135,754,370 2,559,500 44,819,200 88,375,670

1996 25,000,000 75,975,088 40,000,000 140,975,086 2,072,500 50,640,850 80.261,733

1997 25,000,000 80,069,773 40,000,000 145,069,773 1,546,000 56,516,600 87,007,173

1998 25,000,000 83,317,101 40,000,000 148,317,101 977,500 62,443,800 84,895,801

1999 25,000,000 85,857,586 40,000,000 150,857,586 1,106,000 61,003,050 88,748,536

2000 25,000,000 87,760,095 40,000,000 152,760,095 1,156,000 60,437,250 91,166,845

2001 25,000,000 89,243,571 40,000,000 154,243,571 1,190,500 60,061,450 92,991,621

2002 25,000,000 90,315,686 40,000,000 155,315,686 1,200,000 59,959,800 94,155,886

2003 25,000,000 91,290,763 40,000,000 156,290,763 1,200,000 59,959,800 95,130,963
2004 25,000,000 92,374,036 40,000,000 157,374,036 1,200,000 59,959,800 96,214.226

2005 25,000,000 93,509,192 40,000,000 158,509,192 1,200,000 59,959,800 97,349,392

2006 25,000,000 94,622,030 40,000,000 159,622,030 1,200,000 59,959,800 98,462,230

2007 25,000,000 95,658,006 40,000,000 160,658,006 1,200,000 59,959 800 99,498.206

2008 25,000,000 96,649,183 40,000,000 161,649,183 1,200,000 59,959,800 100,489,383

2009 25,000,000 97,678,164 40,000,000 162,678,164 1,200,000 59,959,800 101,518,364

2010 25,000,000 98,846,893 40,000,000 163,846,893 1,200,000 59,959,300 102,687,093

2011 25,000,000 100,151,873 40,000,000 165,151,873 1,200,000 59,959,800 103,992,073

NOTES: (a) Systea Equity consists of recycling of repayients on old loans

  plus earnings on Debt Service Reserve.

(b) Expenses consist of funding of a Debt Service Reserve (10X of cor'd Issue)

and Costs of Issuance (3X of Bond Issue)) plus SO to the state.

(c) Bond interest rate of: 7.00X

Principal aaortication aatches loan repayients.



S T A T E  O F  A L A S K A  1987 L E G I S L A T I V E  SESSION

FISCAL N O T E

R E Q U E S T :
1 - 3 0 - 3 7Rev ision  D a t e :_________________________________________

T i d e : C r e a t i n g  t h e  A l a s k a  S t u d e n t __________

L o a n  C o r p o r a t i o n _______________________________________

S p o n s o r : K e l l v .  H a l f o r d ,  K e r t t u l a ,  F a i k s  

R eques to r: S e n a t e  H E S S _____________________________________

B i ll V e rs io n : 
Pub lish  D a te :

JSBSS,
-L=ia=BJ

Agency A ffec ted : E d u c a t i o n

B R U  . P o s t s e c o n d a r y  E d u c a t i o n  

C o m m i s s i o n

C om pon en ts - G e n e r a l  A d m i n . ,  S t u d e n t  

L o a n  A d m i n . .  D a t a  &  W o r d  P r o c . ,  S t u d e n t

L o a n  P r o g r a m ________________________________________________

E X P E N D IT U R E S / R E V E N U E S :  (Thousands o f  Dc/'anO
O P E R A T I N G F Y  8 7 F Y  8 8 F Y  8 9 F Y  9 0 F Y  9 1 F Y  9 2

P E R S O N A L  S E R V I C E S

T R A V E L

C O N T R A C T U A L

S U P P L I E S

E Q U I P M E N T

L A N D  &  S T R U C T U R E S

G R A N T S ,  C L A I M S

M I S C E L L A N E O U S

( 1 , 5 9 4 . 8 ) ( 1 , 6 7 4 . 5 ) ( 1 , 7 5 8 . 3 ) ( 1 , 8 4 6 . 2 ) ( 1 , 9 3 8 . 5 )

( 6 4 . 4 ) ( 6 4 . 4 ) ( 6 4 . 4 ) ( 6 4 . 4 ) ( 6 4 . 4 )

( 3 1 8 . 3 ) . ( 3 2 7 . 8 ) ( 3 3 7 . 7 ) ( 3 4 7 . 8 ) ( 3 5 8 . 2 )

. . ( 5 8 . 6 1 ( 6 0 . 4 ) . ( 6 2 . 2 ) ( 6 4 . 0 ) ( 6 6 . 0 )

T O T A L  O P E R A T I N G N . A . ( 2 , 0 3 5 . 9 ) ( 2 , 1 2 7 . 1 ) ( 2 , 2 2 2 . 6 ) ( 2 , 3 2 2 . 4 ) ( 2 , 4 2 7 . 1 )

C A P I T A L N . A . ( 3 4 , 9 0 0 . 0 ) 1 ( 2 7 , 7 5 3 . 1 ) ( 2 2 , 2 8 8 . 6 ) ( 2 5 , 4 0 0 . 5 1 ( 2 8 , 1 4 3 . 2

R E V E N U E

F U N D IN G : (Thousands o f  D o lla rs )
G E N E R A L F U N D  

F E D E R A L F U N D S  

O T H E R  

T O T A L

N . A . ( 3 6 , 9 3 5 . 9 ) ( 2 9 , 8 8 5 . 2 ) ( 2 4 , 5 1 1 . 2 ) ( 2 7 , 7 2 2 . 9 ) ( 2 0 , 5 7 0 . 3

P O S IT IO N S :
F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

N . A N . A . N . A . N . A . N . A . N . A .

A N A L Y S IS  : (A ttach a separate page i f  necessary)

A g en cy : _____________________________
D istribution (by  p re p a re r) :  

Legislative Finance 
Lee is la iive  Sponsor 
Requestor
O ffice  o f  Management and Budget 
Impacted Agency(ies)
Senate Secretary

page — L _  o f  — i



S B 6 6  F i s c a l  N o t e  A n a l y s i s

O p e r a t i n g  B u d g e t  

1. F Y 0 8  O p e r a t i n g  b u d g e t  s a v i n g s  a r e  b a s e d  u p o n  t h e  F Y 8 7  R e v i s e d  b u d g e t  

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

C o m m i s s i o n  G e n e r a l  A d m i n .  

S t u d e n t  L o a n  A d m i n .

D a t a  a n d  W o r d  P r o c e s s i n g

;;  2 8 7 . 4

i l l , 6 3 2 . 7  

! i  1 1 5 . 8  

: ; 2 , 0 3 5 . 9

2 .  F Y 8 9 - 9 2  t o t a l s  a r e  b a s e d  u p o n :

P e r s o n a l  s e r v i c e s  

T r a v e l  

C o n t r a c t u a l  

S u p p l i e s

5 %  g r o w t h  a n d  n o  i n c r e a s e d  s a l a r i e s  

n o  i n f l a t i o n  f a c t o r  

3 %  i n f l a t i o n  f a c t o r  

3 %  i n f l a t i o n  f a c t o r

C a p i t a l  ( L o a n  F u n d s )

1 .  F Y 8 8  r e d u c e d  G e n e r a l  F u n d  c o m m i t m e n t  i s  b a s e d  u p o n  F Y 8 7  R e v i s e d  

b u d g e t .

I
2 .  F Y 8 8 - 9 2  r e d u c e d  G e n e r a l  F u n d  c o m m i t m e n t  i s  b a s e d  u p o n  a t t a c h e d  t a b l e ,

" A l a s k a  s t u d e n t  L o a n  P r o g r a m :  s t u d e n t  L o a n  A c t i v i t y  P r o j e c t e d  t o

2010- 11."

3 .  T h e  b o n d  r e c e i p t  f i g u r e s  a r e  b a s e d  u p o n  a t t a c h e d  t a b l e ,  " A l a s k a

C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n ;  A l a s k a  s t u d e n t  L o a n  P r o g r a m  

S u m m a r y  o f  N e w  L o a n  O r i g i n a t i o n . "



ALASKA STUDENT LOAN PROGRAM 

STUDENT LOAN ACTIVITY 

Projected to 2010-11

Loan Loan Loan Loan General G.F. with

Year Awards Volume Collections Forgiveness Fund Bonding

87-88 17,204 $ 80,000,000 $23,298,455 $ 3,786,944 $56,701 ,545 $20,000,000

88-89 16,738 80,345,504 27,587,414 4,441 ,374 52,758,190 25,000,000

89-90 16,381 80,676,052 33,387,487 5,326,377 47,288,565 25,000,000

90-91 16,044 81,024,565 40,624,030 6,430,564 50,400,535* 25,000,000

91-92 16,248 82,865,U42 44,721,848 7,584,355 53,143,194* 25,000,000

92-93 16,491 85,341,434 52,739,315 8,745,092 52,602,119* 25,000,000

93-94 16,708 87,298,990 56,381 ,286 9,831,303 45,917,704* 25,000,000

94-95 16,675 88,375,670 59,929,106 10,789,747 28,446,564 25,000,000

95-96 16,b53 88,261,738 63,349,462 11,571,828 24,912,276 25,000,000

96-97 16,416 87,007,173 66,563,505 12,187,296 20,443,668 25,000,000

97-98 16,018 84,895,801 69,475,5'5 12,679,094 15,420,226 25,000,000

98-99 16,745 88,748,536 71,991,714 13,069,109 1G,756,742 25,000,000

99-00 17,201 91 ,166,845 74,056,739 13,360,407 17,110,106 25,000,000

00-01 17,546 92,991 ,621 76,271,198 13,587,333 16,720,423 25,000,000

01-02 17,765 94,155,6d6 78,537,715 13,750,923 15,618,171 25,000,000

02-03 17,949 95,130,963 80,787,019 13,899,705 14,343,944 25,000,000

03-04 18,154 96,214,236 82,951 ,870 14,064,996 13,262,366 25,000,000

04-05 18,368 97,349,392 85,015,769 14,238,204 12,333,623 25,000,000

05-06 18,678 98,462,230 86,996,273 14,408,006 11,465,957 25,000,000

06-07 18,773 99,498,206 88,906,992 14,566,080 10,591,214 25,000,000

07-08 18,960 100,489,383 90,752,988 14,717,319 9,736,395 25,000,000

08-09 18,965 101,518,364 92,532,964 14,874,404 8,985,400 25,000,000

09-10 19,375 102,687,093 94,248,233 15,052,656 8,438,860 25,000,000

10-11 19,621 103,992,073 95,908,070 15,251,776 8,084,003 25,000,000

*90-91 includes $10.0 million to accommodate cash fl ow

*91-92 includes $15.0 million to accommodate cash fl ow

*92-93 Includes $20.0 million to accommodate cash fl ow

*93-94 includes $15.0 million to accommodate cash fl ow

*This builds up a float of $60.0 million to allow for fall loan processing

1/8/87
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ALASKA COMMISSION ON PQSTSECONDARY EDUCATION 

ALASKA STUDENT LOAN PR06RAM 

SUMMARY OF NEW LOAN ORIGINATION

YEAR TOTAL

ENDING STATE SYSTEM BOND FUNDS DEBT NEU

6/30 APPROPRIATIONS EQUITY (a) PROCEEDS AVAILABLE EXPENSES (b) SERVICE tc) LOANS

1 + 2 + 3 4 5 6 7

19B7 0 0 0 0 0 0 0

1988 20,000,000 20,152,279 49,810,000 89,962,279 6,475,300 3,486,700 80,000,279

1989 25,000,000 26,828,204 43,875,000 95,703,204 5,359,750 9,997,950 80,345,504

1990 25,000,000 34,019,202 42,550,000 101,569,202 4,857,500 16,025,650 80.676,052

1991 25,000,000 41,506,415 40,675,000 107,181,415 4,265,750 21,891,100 81,024,565

1992 25,000,000 49,281,242 40,000.000 114,281,242 3,815,500 27,600,700 82,F .j,042

1993 25,000,000 57,071,484 40,000,000 122.071,484 3,428,500 33,301,550 85,341,434

17?4 25,000,000 64,346,490 40,000,000 129,346,490 3,011,000 39,036,500 87,298,990

1995 25,000,000 70,754,370 40,000,000 135,754,370 2,559,500 44,819,200 88.375,670

1996 25,000,000 75,975,088 40,000,000 140,975,088 2,072,500 50,640,850 8 8 ,c&l,733

1997 25,000,000 80,069,773 40,000,000 145,069,773 1,546,000 56,516,600 87,007,173

1998 25,000,000 83,317,101 40,000.000 149,317,101 9”7,500 62,443,800 84,895,801

1999 25,000,000 85,857,586 40,000,000 150,857,586 1,106,000 61,003,050 83,748,536

2000 25,000,000 87,760,095 40,000,000 152,760,095 1,156,000 60,437,250 91,166,845

2001 25,000,000 89,243,571 40,000,000 154,243,571 1,190,500 60,061,450 92,991,621

2002 25,000,000 90,315,686 40,000,000 155,315,686 1,200,000 59,959,800 94,155,886

2003 25,000,000 91,290,763 40,000,000 156,290,763 1,200,000 59,959,800 95,130,963

2004 25,000,000 92,374,036 40,000,000 157,374,036 1,200,000 59,959,800 96,214,226

2005 25,000,000 93,509,192 40,000,000 158,509,192 1,200,000 59,959,800 97,349,392

2006 25,000,000 94,622,030 40,000,000 159,622,030 1,200,000 59,959,800 98,462,230

2007 25,000,000 95,658,006 40,000,000 160,658,006 1,200,000 59,959,800 99,498.206

2008 25,000,000 96,649,183 40,000,000 161,649,183 1,200,000 59,959,800 100,489,383

2009 25,000,000 97,678,164 40,000,000 162,678,164 1,200,000 59,959,800 101,518,364

2010 25,000,000 98,846,893 40,000,000 163,846,893 1,200,000 59,959.800 102,687,093

2011 25,000,000 100,151,873 40,000,000 165,151,873 1,200,000 59,957,800 103,992,073

NOTES: (a) Systei Equity consists of recycling of repayients on old loans

  plus earnings on Debt Service Reserve.

(b) Expenses consist of funding of a Debt Service Reserve <!0X of Bond Issue)

and Costs of IssuanLe (3* of Bond Issue), plus SO to the state.

(c) Bond interest rate of: 7.00X

Principal aacrtiaation Batches loan repayients.



S B  6 6  C R E A T I N G  T H E  A L A S K A  S T U D E N T  

L O A N  C O R P O R A T I O N

( G e n e r a l  P o s i t i o n  S t a t e m e n t )

T h e  A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n ,  a t  i t s  D e c e m b e r  1 2 - 1 3 ,  1 9 8 6  

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

e x e m p t  b o n d s ,  i f  f u l l  f u n d i n g  f r o m  t h e  G e n e r a l  F u n d  w e r e  u n a v a i l a b l e  f o r  

A l a s k a  s t u d e n t  L o a n s .  A f t e r  e x p l o r i n g  a  w i d e  v a r i e t y  o f  o p t i o n s  ( r e p o r t e d  i n  

t h e  L e g i s l a t i v e  R e p o r t ,  " T h e  A l a s k a  s t u d e n t  L o a n  P r o g r a m :  ( 5  Y e a r s  o f  H e l p i n g  

A l a s k a n s " ) ,  t h e  C o m m i s s i o n  f e e l s  t h a t  t a x  e x e m p t  b o n d i n g  i s  a  v i a b l e  s o u r c e  o f  

r e v e n u e  f o r  s t u d e n t  l o a n s .

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

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

F u n d  s u p p o r t  i t  s a v e s  o v e r  $ 1 5 0  m i l l i o n .

T h e  C o m m i s s i o n  e n d o r s e s  t h e  e s t a b l i s h m e n t  o f  t h e  s t u d e n t  L o a n  C o r p o r a t i o n ,  

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

T h e r e  i s  a  c o n t r o v e r s i a l  s e c t i o n  w h i c h  s h o u l d  b e  c a r e f u l l y  e x a m i n e d .  S e c t i o n  

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



♦ S e c t i o n  1 .

S e c .  1 4 . 4 2 . 1 0 0 .  A L A S K A  S T U D E N T  L O A N  C O R P O R A T I O N .  T h i s  

p a r a g r a p h  c r e a t e s  t h e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n .  T h e  

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

o u t s t a n d i n g .

S e c .  1 4 . 4 2 . 1 1 0  P U R P O S E  O F  C O R P O R A T I O N .  T h i s  p a r a g r a p h  

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

e d u c a t i o n  o p p o r t u n i t i e s  f o r  r e s i d e n t s  o f  A l a s k a .

S e c .  1 4 . 4 2 . 1 2 0 .  C O R P O R A T I O N  G O V E R N I N G  B O D Y .  T h e  C o r p o r a t i o n  

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

f r o m  t h e  t h i r t e e n  m e m b e r s  o f  t h e  A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  

E d u c a t i o n  B o a r d .  T h e  b o a r d  m e m b e r s  a r e  m a d e  u p  o f  o n e  m e m b e r  o f  t h e  

S t a t e  B o a r d  o f  E d u c a t i o n  a n d  f o u r  m e m b e r s  a r e  f r o m  t h e  r e s t  o f  t h e  

b o a r d  e x c l u d i n g  t h e  t w o  l e g i s l a t i v e  m e m b e r s .  B o a r d  m e m b e r s  s h a l l  

r e c e i v e  t r a v e l  a n d  p e r  d i e m .  A  m a j o r i t y  o f  t h e  b o a r d  c o n s t i t u t e s  a  

q u o r u m  f o r  t h e  o r g a n i z a t i o n .

S e c .  1 4 .  4 2 . 1 3 0 .  M E E T I N G  O F  T H E  B O A R D .  T h e  b o a r d  m e e t i n g s  

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

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

s h a l l  b e  g i v e n  t o  t h e  p u b l i c .

S e c .  1 4 . 4 2 . 1 4 0 .  M I N U T E S  O F  M E E T I N G S .  T h e  b o a r d  s h a l l  k e e p  

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

L e g i s l a t i v e  B u d g e t  a n d  A u d i t  c o m m i t t e e .

S e c .  1 4 . 4 2 . 1 5 0 .  A D M I N I S T R A T I O N  O F  A F F A I R S .  T h e  b o a r d  s h a l l  

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

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

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

E x e c u t i v e  o f f i c e r .

S e c .  1 4 . 4 2 . 1 6 0 .  E X E C U T I V E  O F F I C E R .  T h e  c o r p o r a t i o n  s h a l l  

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

C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n .

S e c .  1 4 . 4 2 . 1 7 0 .  E M P L O Y M E N T  O F  P E R S O N N E L .  T h e  e x e c u t i v e  o f f i c e r  

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

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

S e c .  1 4 . 4 1 . 1 9 0 .  E X E C U T I V E  B U D G E T  A C T .  T h e  o p e r a t i n g  b u d g e t  o f  

t h e  c o r p o r a t i o n  i s  s u b j e c t  t o  t h e  E x e c u t i v e  B u d g e t  A c t .

S e c .  1 4 . 4 1 . 2 0 0 .  G E N E R A L  P O W E R S .  T h e  c o r p o r a t i o n  h a s  t h e  p o w e r s  

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

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

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

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

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

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

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

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

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

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

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

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

i n t o  a g r e e m e n t s  w i t h  A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y  E d u c a t i o n  ,  

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

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

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

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

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

S e c .  1 4 . 4 2 . 2 1 0 .  S T U D E N T  L O A N  F U N D .  C r e a t e s  a  s t u d e n t  l o a n  f u n d  

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

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

l o a n  f u n d  s h a l l  b e  a d m i n i s t e r e d  b y  t h e  A l a s k a  C o m m i s s i o n  o n  

P o s t s e c o n d a r y  E d u c a t i o n .

S e c .  1 4 . 4 2 . 2 2 0 .  B O N D S  O F  T H E  C O R P O R A T I O N .  T h e  C o r p o r a t i o n  » a y  

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

s t u d e n t  l o a n s  a n d  o t h e r  a s s e t s .  T h e  b o n d s  a r e  i s s u e d  b y  r e s o l u t i o n s  

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

o r  l e s s  a n d  b e  s u b j e c t  c c  t h e  U n i f o r m  C o m m e r c i a l  C o d e .  T h e  

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

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

$ 1 5 0 , 0 0 0 , 0 0 0  u n l e s s  t h e  l e g i s l a t u r e ,  b y  l a w ,  a p p r o v e s  i s s u a n c e  o f  a  

g r e a t e r  a m o u n t .

S e c .  1 4 . 4 2 . 2 3 0 .  T R U S T  I N D E N T U R E S  A M D  T R U S T  A G R E E M E N T S .  I s s u e s  

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

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

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

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

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

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

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

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

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

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

f o r  s e c u r i t y  o f  t h e  b o n d s .

S e c .  1 4 . 4 2 . 2 4 0 .  C A P I T A L  R E S E R V E  F U N D S  A N D  C A P I T A L  R E S E R V E  F U N D  

R E Q U I R E M E N T S .  T h i s  s e c t i o n  c r e a t e s  t h e  C a p i t a l  R e s e r v e  F u n d .  T h e s e  

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

t h e  S t a t e  t o  r e p a y  t h e s e  b o n d s .

S e c .  1 4 . 4 2 . 2 5 0 .  V A L I D I T Y  O F  P L E D G E .  B o n d s  i s s u e d  u n d e r  t h i s  

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

o f  a n y  k i n d  f r o m  t h e  c o r p o r a t i o n .



S e c .  1 4 . 4 2 . 2 6 0 .  N O N L I A B I L I T Y  O F  B O N D S .  M e m b e r s  o f  t h e  

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

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

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

c o r p o r a t i o n .

S e c .  1 4 . 4 2 . 2 6 5 .  U N D E R W R I T E R S .  T h e  S t a t e  P u r c h a s i n g  A c t  ( A S  

3 6 . 3 0 )  d o e s  n o t  a p p l y  t o  t h e  s e l e c t i o n  o f  a n  u n d e r w r i t e r  b y  t h e  

b o a r d .

S e c .  1 4 . 4 2 . 2 7 0 .  P L E D G E  O F  S T A T E .  T h e  S t a t e  p l e d g e s  n o t  t o  

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

a r e  o u t s t a n d i n g .

S e c .  1 4 . 4 2 . 2 8 0 .  E X E M P T I O N  F R O M  T A X A T I O N .  T h e  r e a l  a n d  p e r s o n a l  

p r o p e r t y  o f  t h e  c o r p o r a t i o n  a r e  n o t  s u b j e c t  t o  s t a t e  o r  l o c a l  t a x .

S e c .  1 4 . 4 2 . 2 9 0 .  B O N D S  L E G A L  I N V E S T M E N T S  F O R  F I D U C I A R I E S .  B o n d s  

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

S t a t e .

S e c .  1 4 . 4 2 . 3 0 0 .  O P E R A T I O N  O F  C E R T A I N  S T A T U T E S  E X C E P T E D .  T h e  

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

s u b d i v i s i o n  f o r  t h e  p u r p o s e  o f  l e n d i n g  i t ' s  c r e d i t .  T h e  c o r p o r a t i o n  

i s  n o t  c o n s i d e r e d  a  m u n i c i p a l  c o r p o r a t i o n  u n d e r  T i t l e  2 9 .  T h e  f u n d s  

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

t h e  S t a t e .

S e c .  1 4 . 4 2 . 3 1 0 .  A N N U A L  A U D I T .  T h e  c o p o r a t i o n  s h a l l  h a v e  a n  

a n n u a l  a u d i t .

S e c .  1 4 . 4 2 . 5 0 0 .  D E F I N I T I O N S .  D e f i n e s  t h e  c o r p o r a t i o n  a n d  b o a r d .

♦ S e c t i o n  2 .  A S  1 4 . 4 2 . 2 6 5 .  T h e  b o a r d  m a y  s e l e c t  u n d e r w r i t e r s  o n l y  

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

♦ S e c t i o n  3 .  A S  1 4 . 4 3 . 0 9 0 ( a ) .  A m e n d s  t h e  p o w e r  o f  t h e  P o s t s e c o n d a r y  

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

a n d  s e l l  o r  a s s i g n  l o a n s  t o  t h e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n .

♦ S e c t i o n  4 .  A S  1 4 . 4 3 . 0 9 0 ( d ) .  I t  a l l o w s  t h e  s t u d e n t  f i n a n c i a l  a i d  

c o m m i t t e e  t o  s e l l  l o a n s  t o  t h e  A l a s k a  S t u d e n t  L o a n  C o r p o r a t i o n  a n d  

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

♦ S e c t i o n  5 .  A S  1 4 . 4 3 . 1 2 0 ( d ) .  S c h o l a r s h i p  l o a n s  m a y  n o t  b e  m a d e  t o  

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

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

d e f a u l t  r a t e  b y  m o r e  t h a n  1 5 0 % .

♦ S e c t i o n  6 .  A S  1 4 . 4 3 . 1 2 0 ( r ) .  i n t e r e s t  r a t e s  o n  s c h o l a r s h i p  l o a n s  

m a y  b e  m o d i f i e d  t o  m a i n t a i n  t h e  c o r p o r a t i o n ' s  t a x - e x e m p t  s t a t u s  

u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e .



♦ S e c t i o n  7 .  A S  1 4 . 4 3 . 2 5 5 ( a ) .  A m e n d s  t h e  M e m o r i a l  S c h o l a r s h i p  L o a n  

F u n d  t o  a l l o w  t h e  l o a n s  t o  b e  s o l d  o r  a s s i g n e d  t o  t h e  A l a s k a  S t u d e n t  

L o a n  C o r p o r a t i o n .

♦ S e c t i o n  8 .  A S  1 4 . 4 3 . 2 5 5 ( c ) .  A l l o w s  t h e  S t a t e  A i d  C o m m i t t e e  t o  

s e l l  a n d  a d m i n i s t e r  M e m o r i a l  S c h o l a r s h i p  L o a n s  t o  t h e  A l a s k a  S t u d e n t  

L o a n  C o r p o r a t i o n .

♦ S e c t i o n  9 .  A S  1 4 . 4 3 . 6 2 0  A m e n d e d  t o  a l l o w  t h e  T e a c h e r  S c h o l a r s h i p  

R e v o l v i n g  L o a n  F u n d  t o  s e l l  o r  a s s i g n  l o a n s  t o  t h e  A l a s k a  S t u d e n t  

L o a n  C o r p o r a t i o n . .

♦ S e c t i o n  1 0 .  A S  1 4 . 4 3 . 6 2 0 ( b ) .  T h e  s t u d e n t  f i n a n c i a l  a i d  c o m m i t t e e  

m a y  s e l l  t e a c h e r  s c h o l a r s h i p  l o a n s  t o  t h e  A l a s k a  S t u d e n t  L o a n  

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

♦ S e c t i o n  1 1 .  T h e  a c t  t a k e s  e f f e c t  i m m e d i a t e l y .

♦ S e c t i o n  1 2 .  T h e  c o m p e t i t i v e  u n d e r w r i t i n g  s e c t i o n  t a k e s  e f f e c t  J u l y  

1 ,  1 9 8 8 .
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Introduced: 1/19/57 < 5-0356A
Referred: Health, Education and Social

Services and Finance

1 IN THE SENATE BY FAIKS AND KERTTULA
r

2 SENATE BILL NO. 67

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to insurance coverage for the treat-

7 •?-** ment of a mental or nervous condition."

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

9 * Section 1. AS 21.42 is amended by adding a new section t> read:

10 Sec. 21 .42.365. COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS.

11 CONDITION. (a) An insurer authorized under AS 21.09 to offer, issue

for delivery, deliver, or renew a disability insurance policy for 

major medical coverage on an expense-incurred basis in the state, or a 

hospital or medical service corporation authorized under AS 21.87 to 

offer or renew a subscriber's contract for major medical coverage in 

the state, shall offer the insured or subscriber an option to receive 

the following coverage for treatment of a mental or nervous condition 

of the insured, subscriber, or other person covered by the policy or 

contract:

(1) 45 days a year of inpatient treatment for each covered

21 individual;

22 (2) a total of 50 hours a year of outpatient treatment or

23 office visits for each covered individual, accumulated in any incre-

24,1 ments of time.

(b) The insurer or service corporation offering coverage under 

this section may impose reasonable contract limitations, but may not 

require that the insured or subscriber pay a higher deductible or 

co-payment for the cost of treating a mental or nervous condition than 

for the cost of treating another condition or illnese.
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If an insured or a subscriber declines the coverage offered 

under this section, the insurer o r  service corporation may offer the 

insured or subscriber other coverage for treating a mental or nervous 

condition.

(d) In thi3 section

(1) ’’co-payment" .means the portion of the cost to be paid 

by £Ee insured or subscriber;

(2) "cost” means the lesser of the following:

(A) the actual charge for the treatment received for a 

mental or nervous conditionj or

(B) the usual, customary and reasonable charge for the 

treatment} ..

(3) "inpatient treatment" means continuous treatment during 

a 24-hour period in

(A) the psychiatric unit of a general hospital that is 

either licensed under AS 18.20 or located and licensed in another 

state;

(B) a psychiatric hospital that is either licensed 

under AS 18.20 or located and licensed in another state; or

(C) a hospital that is located in

(1) the state and specifically exempt i r.dcr 

AS 13.20.020 from the licensing requirements of the state; 

or

(ii) another state and specifically exempt from 

the licensing requirements of that state;

(4) "major medical coverage" means a disability insurance 

c o n t r a c t , or a subscriber contract, that provides benefits for h o s p i­

tal and medical care with potential lifetime maximum benefits for the 

insured or subscriber of at least $10,000;



1 (5) "mental or nervous condition” means a mental disorder

2 identified in

(A) the Diagnostic and Statistical Manual ci Mental 

Disorders (Third Edition) published by the American Psychiatric 

Association; or
I

6 (B) the 1CD-9-CM (First Edition) published by the

Commission on Professional and Hospital Activities;7 'I
!l 
[|

8' “ (6) "office visit" means treatment that is not inpatient

9 ■;

10 r

11

12

13

14

f|
15

161-

17

13

27

23

20

* r^atment or outpatient treatment and chat is provided by

(A) ~a psychiatrist who is licensed as a physician in 

the state and certified, or eligible for certification, in p s y­

chiatry by the American Board of Psychiatry and Neurology;

(B) a physician w h o  is employed by the federal govern­

ment in the state and certified or eligible ter certification in j 

psychiacry by the American Board of Psychiatry and Neurology; or i

(C) a psychologist or psychological associate licensed | 

under AS 08.36; 1 i

(7) "outpatient treatment" means treatment that is not 

inpatient treatment aad chat is provided

(A) in the outpatient department of

(i) a hospital that is licensed under AS 18.20 or 

that is specifically exempt under AS -18.20.020 from the 

licensing requirements of the .state;

(ii) a hospital that i3 located in another state 

and that is cither licensed or specifically e::«mpt from the 

licensing requirements of that state; or

(ill) an entity that is designated by the Depart­

ment of Health and Social Services as the organisational 

unit in a geographical cirea to receive funds under

-3- S3 67



M i

2-i,

3

4:1

23

->o

respect to service corporations to the extent applicable and not ir. 

conflict with the express provisions of this chapter and che reas o n­

able. implications of the express provisions, and for the purposes of 

the application the corporations shall be considered to ba nutuni

5 ij "insurers";

1 (I) AS 21 .03 •a

7
1.I] (2) AS 21 .06

3 - (3) AS 21 .09, except A3 21.09.090

9
s> (4) AS 21 .18.010

!0
(5) AS 21 .10.030

11
•I (6) AS 21 n S.040 -

12
(?) AS 21 .18.120

13 i
(8) AS zr .21.321'

-

J
14 •:
ii

• (9) AS 21 .36

15
(10) AS 21 .69.400

’6
(11) AS 21 .69.520

17
(12) AS 21 .69.600, 21.69.620, and 21.69.630

’ 3
(13) AS 21 .78 -

(14) AS 21 .90 -

(15) AS 21 .42.345 - 21.42.365 [AS 21.4°.345 AND 2 1.42.355)

(16) AS 21 .39.040

- (17) AS 21 .89.060. -
— ->

* aec. 4. AG 21.4 2.365, enacted by sec. 1 of _this A c t , applies ~to

- ’ disability insurant e po lici.es and to hospital or medics 1 service subscriber

2 j contracts entered ip. to cr renewed after January 1, 1930.
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7

3

9

10

11

12

13

14

15

23

•m

1 AS 47.30.5r0 - 47.30.620; anti

2 (£> by one or more of the following, or by a person

3 who 1.3 under the dir act supervision or one or more of the follow-

4 ing, has a m a s t e r’s or doctorate degree in psychology, nursing,

5 or social work, and is employed by the j m e  health care facility

6 cs the person or persons providing the direct supervision,

(i) a psychiatrist who is licensed as a physician

in the state and certified, or eligible for certification,

in psychiatr'r by the American Board of Psychiatry and N*=.u-•o ■ / < « **

r c-lcgy;

(ii) a physician who is amp loved by the federal 

government iri the state .and certified or eligible for certi­

fication in psychiatry by the American Bo^rd of Psychiatry

‘ and 'Ieuro logy; or

(iii) a psychologist licensed under AS 03.66.

* Sec. 2. AS /'1 .36.090(d) is amended to read:

(d ) Except to the ox  teat nccessaiy t o comol. y with AS 11 .42.365,

2 [A] person, may not practice or permit unfair discrimination against

a person who provides a service covered under a group disability

policy that extends coverage on an expense incurred basis, or under a

grcup service or indemnity type contract issued by nonprofit ccrno- 

vatior., if the service is within the scope of the p r o v i d e r’s occupa­

tional license. In this subsection, "provider" means a state licensed I 

physician, dentist, osteopath, optometrist, chiropractor, or nurse | 

midwife.
i

w Sec. 3. A3 21.37.340 is amended to read:

Sec. *.1 .87.340. OTR l R  PROVISIGUS APPLICABLE. .In addition to the 

provisions contained or referred to previously ir. this chapter, the 

following chapters and provisions of this title also apply with 

33 67 -4-
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Original sponsors: Faiks and Kerttula

BY THE HEALTH, EDUCATION AND 
IN THE SENATE SOCIAL SERVICES COMMITTEE

CS FOR SENATE BILL NO. 6? (HESS)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A  BILL

For an Act entitled: "An Act relating to insurance coverage for the treat­

ment of a mental o" nervous condition."

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

* Section 1. AS 21.42 is amended by adding a new section to read:

Sec. 21.42.365. COVERAGE FOR TREATMENT OF A MENTAL OR NERVOUS 

CONDITION. (a) An insurer authorized under.AS 21.09 to offer, issue 

for delivery, deliver, or renew a group disability insurance policy 

for major medical coverage on an expense-incurred basis in the state, 

or a hospital or medical service corporation authorized under AS 21.87

to offer or renew a group contract for major medical coverage in the

state, shall offer the insured or subscriber an option to receive the 

following coverage for treatment of a mental or nervous condition of 

the insured, subscriber, or other person covered by the policy or 

contract:

(1) 45 days a year of inpatient treatment for each covered

ind i v i d u a l ;

(2) a total of 50 outpatient treatment or office visits a 

year for each covered individual.

(b) The insurer or service corporation offering coverage under

this section may impose reasonable contract limitations but may not 

require that the insured or subscriber pay a higher deductible or 

co-payment for the cost of treating a mental or nervous condition than 

for the cost of treating another condition or illness.

(c) If an insured or a subscriber declines the coverage offered

-1- CSS5 6 7 (HESS 1



under this section, the insurer or service corporation may offer the 

insured or subscriber other coverage for treating a mental or nervous 

condition.

(d) In this section

(1) "co-payment" means the portion of the cost in excess of

the deductible portion to be paid by the insured or subscriber;

(2) "cost" means the lesser of the following:

(A) the actual charge for the treatment received for a 

mental or nervous condition; or

(B) the usual, customary, and reasonable charge for 

the treatment as determined by the contract of coverage;

(3) "deductible" means the portion of covered costs that 

must be incurred before benefits become payable;

(4) "inpatient treatment" means treatment of a hospital 

registered bed patient for w h o m  the hospital makes a daily room charge 

in

(A) a general hospital that is either licensed under 

AS 18.20 or located and licensed in another state;

(B) a psychiatric hospital that is either licensed 

under AS 18.20 or located and licensed in another state; or

(C) a hospital that is located in

(i) the state and specifically exempt under

AS 18.20.020 from the licensing requirements of the state;

or

(ii) another state and specifically exempt from

the licensing requirements of that state;

(5) "major medical coverage" means a disability insurance 

contract, or a subscriber contract, that provides benefits for ho s p i­

tal and medical care with potential lifetime maximum benefits for the

CSSB 6 7 (HESS) -2-



insured or subscriber of at least $10,000?

(6) "mental or nervous condition" means a mental disorder, 

except a disorder classified as alcoholic psychosis, drug psychosis, 

alcoholic dependence syndrome, drug dependence or near dependent abuse 

of drugsj^identified in

(A) the Diagnostic and Statistical Manual of Mental 

Disorders (Third Edition) published by the American Psychiatric 

Association; or

(B) the 1CD-9-CM (First Edition) published by the 

Commission on Professional and Hospital Activities;

(7) "office visit" means treatment that is' not inpatient 

treatment or outpatient treatment and that is provided in the profes­

sional offices of

(A) a psychiatrist who is licensed as a physician in 

the state and certified, or eligible for certification, in p s y­

chiatry by the American Board of Psychiatry and Neurology;

(B) a physician who is employed by the federal govern­

ment in the state and certified or eligible for certification in 

psychiatry by the American Board of Psychiatry and Neurology; or

(C) a psychologist or psychological associate licensed 

under AS 08.86;

(8) "outpatient treatment" means treatment that is not 

inpatient treatment and that is provided

(A) in the outpatient department of

(i) a hospital that is licensed under AS 18.20 or 

that is specifically exempt under AS 18.20.020 from the 

licensing requirements of the state;

(ii) a hospital that is located in another state 

and that is either licensed or specifically exempt from i_he

-3- CSSE 6 7 (HESS)



licensing requirements of that state; or

(iii) an entity that is designated by the Depart­

ment of Health and Social Services as the organizational 

unit in a geographical area to receive funds under AS 47.- 

30.520 - 47.30.620; and

(B) by one or more of the following,

(i) a psychiatrist who is licensed as a physician

in the state and certified, or eligible for certification, 

in psychiatry by the A m e rican Board of Psychiatry and Neu­

rology;

(ii) a physician who is employed by the federal 

government in the state and certified or eligible for certi­

fication in psychiatry by the American Board of Psychiatry 

and Neurology;

(iii) a psychologist licensed under AS 08.86; or

(iv) a person who works in conjunction with one or

more licensed mental health care providers and has a

master's or doctoral degree in psychology, nursing, or 

social work, and is employed by the same health care facil­

ity providing treatment.

* Sec. 2. AS 21.36.090(d) is amended to read:

(d) Except to the extent necessary to comply with AS 21.42.365, 

a [A] person may not practice or permit unfair discrimination against 

a person who provides a service covered under a group disability

policy that extends coverage on an expense incurred basis, or. under a

group service or indemnity type contract issued by a nonprofit corpo­

ration, if the service is within the scope of the provider's occupa­

tional license. In this subsection, "provider" means a state licensed 

physician, dentist, osteopath, optometrist, chiropractor, or nurse 

CSSB 6 7 (HESS) -4-



m i d w i f e .

* Sec. 3. AS 21.87.340 is amended to read:

Sec. 21.87.340. OTHER PROVISIONS APPLICABLE. In addition..to the 

provisions contained or referred to previously in this chapter, the i
J

following chapters and provisions of this title also apply w i t h  r e­

spect to service corporations to the extent applicable and not in j 

conflict with the express provisions of this chapter and the r e a s o n­

able implications of the express provisions, and for the purposes of 

the application the corporations shall be considered to be mutual 

" i n s u r e r s " :

(1) AS 21 .03

(2) AS 21 .06

(3) AS 21.09, except AS 21.09.090

(4) AS 21 .18.010

(5) AS 21 .18.030

(6) AS 21 .18.040

(7) AS 21 .18.120

(8) AS 21.21.321

(9) AS 21 .36

(10) AS 21 .69.400

(11) AS 21.69.520

(12) AS 21.69.600, 21.69.620, and -cl . 69.630

(13) AS 21 .78

(14) AS 21 .90

(15) AS 21.42.345 - 21.42.365 [AS 21.42.345 AND 21.42.355]

(16) AS 21.89.040

(17) AS 21 .89.060.

AS 21 .42. 365, enacted by sec. 1 of this Act, applies to group

disability insurance policies and hospital or medical service subscriber

-5- CSSB 6 7 (HESS)
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BY THE HEALTH, EDUCATION AND
IN THE SENATE SOCIAL SERVICES COMMITTEE

CS FOR SENATE BILL NO. 67 (HESS)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A  BILL

For an Act entitled; "An Act relating to insurance coverage for the treat­

ment of a mental or nervous condition."'

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

* Section 1. AS 21.42 is amended by adding a new section to read:

Sec. 21.42.365. COVERAGE FOR TREATMENT OF A  MENTAL O R  NERVOUS 

CONDITION. (a) An insurer authorized under AS 21.09 to offer, issue 

for delivery, deliver, or re n e w  a group disability insurance policy 

for major medical coverage on an expense-incurred basis in the state, 

or a hospital or medical service corporation authorized un d e r  AS 21.87 

to offer or renew a group contract for major medical coverage in the 

state, shall offer the insured or subscriber an option to receive the 

following coverage for treatment of a mental or nervous condition of 

the insured, subscriber, or other person covered by the policy or 

c o n t r a c t :

(1) 45 days a year of inpatient treatment for each covered

ind i v i d u a l ;

(2) a total of 50 outpatient treatment or office visits a 

year for each covered individual.

(b) The insurer or service corporation offering coverage under 

this section may impose reasonable contract limitations but may not 

require that the insured or subscriber pay a higher deductible or 

co-payment for the cost of treating a mental or nervous condition than 

for the cost of treating another condition or illness.

(c) If an insured or a subscriber declines the coverage offered

-1- CSSB 6 7 (HESS)



under this section, the i n s urer or service corporation m a y  offer the 

insured or subscriber other coverage for treating a mental o r  nervous 

condition.

(d) In this section

(1) "co-payment" m e a n s  the portion of the cost in excess of

the deductible portion to be paid by the insured or subscriber;

(2) "cost" means the lesser of the following:

(A) the a c t u a l  charge for the treatment r e c e i v e d  for a

mental or nervous condition; or

(B) the usual, customary, and reasonable char g e  for 

the treatment as determined by the contract of coverage;

(3) "deductible" means the portion of covered costs that 

must be incurred before b e n e f i t s  become payable;

(4) "inpatient treatment" means treatment of a hospital

registered bed patient for w h o m  the hospital makes a daily r o o m  charge

in

(A) a g e n e r a l  hospital that is either l i c e n s e d  under 

AS 18.20 or located and licensed in another state;

(B) a psych i a t r i c  hospital that is either licensed

under AS 18.20 or l o c a t e d  and licensed in another state; or

(C) a hospital that is located in

(i) t h e  state and specifically e x e m p t  under

AS 18.20.020 from the licensing requirements of t h e  state;

or

(ii) a n o t h e r  state and specifically e x e m p t  from

the licensing requirements of that state;

(5) "major m e d i c a l  coverage" means a disability insurance 

contract, or a subscriber contract, that provides benefits f o r  hospi­

tal and medical care with po t e n t i a l  lifetime maximum benefits for the

CSSB 6 7 (HESS) -2-
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insured or subscriber of a t  least $10,000;

(6) "mental or nervous condition" means a m e n t a l  disorder 

identified in

(A) the D i a g n o s t i c  and Statistical M a n u a l  of Mental 

Disorders (Third Editi o n )  published by the American Psychiatric 

Association; or

(B) the 1 C D - 9 - C M  (First Edition) p u b l i s h e d  by the 

Commission on Professional and Hospital Activities;

(7) "office v i s i t "  means treatment that is n o t  inpatient 

treatment or outpatient t r e a t m e n t  and that is provided in the p r o f e s­

sional offices of

(A) a p s y c h i a t r i s t  who is licensed as a p h y s i c i a n  in 

the state and certified, or eligible for certification, in p s y­

chiatry by the American Board of Psychiatry and Neurology;

(B) a p h y s i c i a n  who is employed by the f e d e r a l  gov e r n­

ment in the state a n d  certified or eligible for c e r t i f i c a t i o n  in 

psychiatry by the A m e r i c a n  Board of Psychiatry and Neu r o l o g y ;  or

(C) a p s y c h o l o g i s t  or psychological associate licensed 

under AS 08.86;

(8) "outpatient treatment" means treatment t h a t  is not 

inpatient treatment and t h a t  is provided

(A) in the outpatient department of

(i) a hospi t a l  that is licensed under A S  18.20 or 

that is specifically exempt under AS 18.20.020 from the 

licensing requirements of the state;

(ii) a hospital that is located in a n o t h e r  state 

and that is e i t h e r  licensed or 'specifically e x e m p t  from the 

licensing requirements of that state; or

(iii) a n  entity that is designated . by the 

-3- C S S B  6 7 (HESS)



Department o f  Health and Social Services as the 

organizational unit in a geographical area to receive funds 

under AS 47.30.520 - 47.30.620; and

(B) b y  one or more of the following,

(i) a psychiatrist who is licensed as a physician 

in. the state a n d  certified, or eligible for certification, 

in psychiatry b y  the American Board of Psychiatry and N e u­

rology;

(ii) a physician who is employed b y  the federal 

government in the state and certified or eligible for certi­

fication in p s y c h i a t r y  b y  the American Board of Psychiatry 

and Neurology;

(iii) a psychologist licensed under A S  08.86; or

(iv) a person who works in conjunction with one or

more licensed mental health care providers and has a

master's or doctoral degree in psychology, nursing, or 

social work, a n d  is employed by the same h e a l t h  care facil­

ity providing treatment.

•< Sec. 2. AS 21.36.090(d) is amended to read:

(d) Except to the extent necessary to comply w i t h  AS 21.42.365, 

a [A] person may not p r a c t i c e  or permit unfair discrimination against 

a person who provides a service covered under a g r o u p  disability

policy that extends coverage on an expense incurred basis, or under a

group service or indemnity type contract issued by a no n p r o f i t  corpo­

ration, if the service is within the scope of the provider's occupa­

tional license. In this subsection, "provider" means a state licensed 

physician, dentist, osteopath, optometrist, chiropractor, or nurse 

midwife.

* Sec. 3. AS 21.87.340 is amended to read:

CSSB 6 7 (HESS) -4-
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Sec. 21.87.340. O T H E R  P R O V I S I O N S  APPLICABLE. In a d d i t i o n  to the 

p rovisions contai ned or r e f e r r e d  to p r e v i o u s l y  in this chapter, the 

f o l l owing chapters and p rovis i o n s  of this title also a pply  w i t h  r e­

spect to service corporations to the e xtent a p p l i c a b l e  and not in 

c onflict w i t h  the express pro vis i o n s  o f  this chapter and the r e a s o n­

able implications of the express p rovisions , and for the p u r pos es of 

the a p p l i c a t i o n  the corporations shall be c o n s i d e r e d  to be m u t u a l

" i n s u r e r s " :

(1) AS 21.03

(2) AS 21.06

(3) AS 21.09, except AS 21.09.090

(4) AS 21.18.010

(5) AS 21.18.030

(6) AS 21.18.040

(7) AS 21 .18.120

(8) AS 21.21.321

(9) AS 21.36

(10) AS 21.69.400

(11) AS 21.69.520

(12) AS 21.69.600, 21.69.620, a n d  21.69.630

(13) AS 21.78

(14) AS 21.90

(15) AS 21.42.345 - 21.42.365 [AS 21.42.345 A N D  21.42.355]

(16) AS 21.89.040 *

(17) AS 21 .89.060.

AS 21 .42. 365, enacted by sec. 1 of this Act, applies to group

disabi lity insurance policies and hospi t a l  ox m e d i c a l  service subscriber 

contracts e n tered into or r e newed after J a n u a r y  1, 1988.
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POSITION PAPER -

S e n a t e  Bill 67 -

"AQ.Act r e l a t i n g  t o  i n s u ra nc e  c ov er ag e  f or  the t r e a t m e n t  of a 

me nta l or n e r vou s c o n d i t i o n . "

The p u r p o s e  o f  t hi s  bill is to ex pa nd  h ea l t h  i n s u r a n c e  c o v e r a g e  in 

th e state to i nc lu d e  an  o p t i o n  tha t pro vides 45 d ays a y e a r  of 

i n -pa tie nt t r e a t m e n t  f o r  e ac h c ov e r e d  individual a nd  a total o f  50 hours 

p e r  y e a r  o f  o u t - p a t i e n t  t r e a t m e n t  o r  offi ce v is i t s  for ea c h  c o v e r ed  

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

id ent if ie d  in the D i a g n o s t i c  a nd Statical M a n u a l - V e r s i o n  3 (DSM III) or 

the I CD-9-CM c l a s s i f i c a t i o n  of disord ers .

This p r o p o s e d  l e g i s l a t i o n  w o u l d  pr o v i d e t r e a t m e n t  s e r v i c es  in 

e i t h e r  an i n - p a t i e n t  o r  o u t - p a t i e n t  setting, or  t h r o u g h  o f f i c e  visits.

I n- pat ien t t r e a t m e n t  is d ef i n e d  to i nc lud e " c on t i n u o u s  t re atm ent  

duri ng a 2 4 - h o u r  p e r i o d "  in 1) a p s y c h i a t r i c  u n i t  of  an i n - s t a t e  or 

o u t - o f - s t a t e  l i c e n s e d  genera l h o s pit al,  2) an i n - s t a t e  o r  o u t - o f - s t a t e  

l ic ensed p s y c h i a t r i c  h o s p i t a l ,  o r  3) an i n - st at e  or  o u t - o f - s t a t e  

hospital t h a t  is s p e c i f i c a l l y  e x e m p t e d  f ro m  licensure.

O u t -p at i e n t  t r e a t m e n t  is d e f i n e d  to i n c l u d e t r e a t m e n t  through 

1) the o u t - p a t i e n t  d e p a r t m e n t  of the variou s t yp es o f  h o s p i t a l s  listed 

above, 2) the s t a t e ' s  s y s t e m  o f  c o m m u n i t y  mental hea lt h cen ter s,

3) a state l i c e n se d a n d  c e r t i f i e d  o r  c e r t i f i e d - e l i g i b l e  p s y c h iatr ist ,

4) a p hy si cia n e m p l o y e d  b y  the federal g o v e r n m e n t  in this s ta te  w h o  is a 

c e r tif ied  o r  c e r t i f i e d - e l i g i b l e  p s yc hi a t r i s t,  o r  5) a s t a t e  licensed 

p s y c h o lo gi s t  o r  p s y c h o l o g i c a l  associate. O u t - p a t i e n t  t r e a t m e n t  ser vices 

c o u l d  also be p r o v i d e d  b y  p e r so ns  w h o  have m a s t e r s  o r  d o c t o r a t e  degrees 

in psychology, n u r s i n g  o r  social w or k, so long as t ho se  p e r s on s are 

s up er v i s e d by l i c e n s e d  a nd  c e r t i f i e d  or c e r t i f i e d - e l i g i b l e  p s y c h i a­

trists, p h y s i ci an s ,  o r  p s y c h o l o g i s t s  and e m p l o y e d  b y  the same health 

c a r e  fa cil ity  as t h e i r  super vis ors .

The D e p a r t m e n t ' s  c o n c e r n  w i t h  this l e g i s l a t i o n  lies s o l e l y  with  o u r  

b e l i e f  that  at l ea st h a l f  o f  the c o m m u n i t y  men t a l  h e a l th  c en t e r s  in the 

s tate will not be e l i g i b l e  to r e c e i v e these t h i r d  p a rt y  (i.e., i n s u r­

ance) pay men ts b e c a u s e  the  c ent ers  are not h e a d e d  up or  s u p e r v i s e d  by 

the required level o f  p r o f e ss i o n a l staff. M a n y  o f  th e rural c o m m u n it y  

mental health c e n t e r s  a c r o s s  A la s k a  are he ade d b y  i n d i v i d u a l s  with 

mast ers  d e gre es in social w o r k  and a re not d i r e c t l y  s u p e r v i s e d  by e i t h e r  

a licensed a nd c e r t i f i e d  o r  c e r t i f i e d - e l i g i b l e  p h y s i c i a n ,  psychi atr ist , 

or licensed p s y c h o l o g i s t ;  c o n s e qu e n t l y ,  the t r e a t m e n t  s e r v i ce s pr ov i d e d  

b y  emplo yee s of t h e s e  c e n t e r s  c ou l d  not be b i l l e d  to  the ins ura nce  

carrier.

These c en t e r s  p r o v i d e  e f f e c t i v e  t r e a tm e n t  p r o g r a m s  and  w e  .believe 

t h e i r  lack of  a b i l i t y  t o  e n t i c e  p h y s i c i a n s  an d p s y c h o l o g i s t s  to their 

c om munities sho ul d n o t  be  a d e t e r r e n t  to the r e c e i p t  o f  th ird  p ar ty  

p ay ments f or  the q u a l i t y  c a r e  t h e y provide.
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The D e p a r t m e n t  o f  H e a l t h  and Social S e r v i c e s  e n d o r s e s  the c onc ept  

o f  r e i m b u r s i n g  th e p r o v i d e r s  of mental h e a l t h  s e r v i c e s  f o r  the p r o vi si o n  

o f  s er v i c e s w h i c h  ar e w i t h i n  the s c ope  of t h e i r  p r a c t i c e  and s u p e r v i s i o n  

a nd  w h e n  p r o p e r l y  l i c e n s e d  by the state. M e n t a l H e a l t h  car e is an 

integral p a rt  o f  t he general h ea l t h  ca r e  s y s . e m  and, as such, sh oul d be. 

r e i m b u r s a b l e  u n d e r  i n s u r a n c e  cove rag e. H o w e v e r ,  w e  w o u l d  e n c o u r a g e  an 

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

to  all p e r s o n s  w h o  u t i l i z e  the ser v i ce s of A l a s k a ' s  27 c o m m u n i t y  m e n t a l  

h e a l t h  ce nt er s .  W e  u n d e r s t a n d  th at  such an a m e n d m e n t  is c u r r e n t l y  u n d e r  

c o n s i d e r a t i o n  a n d  w e  w h o l e h e a r t e d l y  e n d o r s e  s u c h  a c h a n g e  to this 

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

R e c o m m e n d e d  by:

Date:

A p p r o v e d  by:

Date:

fr. Mel^flenry, D i r e c t o r  

D iv i s i o n  o f  Mental H e a l t h  and 

D e v e l o p m e n t a l  D i s a b i l i t i e s

( />W < U ^ 4 a -  l ^ i  H 1T 7 _____________________

Myra M / / M u n s o n ,  C o m m i s s i o n e r

W i  A  Z f£ Z ________
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SB 67 

FISC AL NO TE

P a y m e n t s  to the Al a s ka  P s y c h i a t r i c  In st it ut e  f r o m  3rd p art y i n s u r a n c e  are 

e s t i m a t e d  to increa se as a r e s u l t  o f  this bill. Comm uni ty Mental H e a l t h  

C e n t e r s  c ou ld  exp ect  ad dit io na l r ev e nu e  f r o m  3rd  party payors also. Data  

is n o t  a v a i l a b l e  fro m this D i v i s i o n  to c a l c u l a t e  the potential i nc re as e in 

re,venue. Curre ntl y, 40%  o f  o u r  c l i e n t s  have som e form of  insurance.



T E S T I M O N Y  BY HEALTH I N S U R A N C E  A S S O C I A T I O N  OF A M E R I C A  
BEFORE A L A S K A  S ENATE H E S S  C O M M ITTEE 

ON SENATE BILL 67

M a r c h  18, 1987

The Health Insurance A s s o c i a t i o n " o f  A m e r i c a  (" H I A A " ) is the 

national trade a s sociation of the p r i vate health insurance 

industry. Its members include more than 330 c o m p a n i e s  writing 

over 85% of the health insurance p o l i c i e s  w r i tten by private 

insurance companies in the U n i t e d  States. Blue C r o s s  and Blue 

Shield plans are not HIAA members.

SB 67 would mandate or r e q uire insurers doinq b u s iness in 

A l a s k a  -- and that includes both those compa n i e s  selling 

d i s a b i l i t y  insurance p o l icies and hospital or m e dical service 

c o r p o r a t i o n s  providing subscriber c o n t r a c t s  -- to offer 

insurance coverage for the treatment of a m e n t a l  or nervous 

condition. While the H I A A  does not oppose insurance c o v e r a g e  

for the treatment of a m e ntal or nervous condition, the 

A s s o c i a t i o n  does oppose SB 67, and any similar legisl a t i o n  which 

requires insurers to p r o v i d e  or to make a v a i lable p articular 

b e n efits in their health insurance policies, for reasons which I 

will set out.

Historically, HIAA has opposed the enactment of any 

m a n d a t e d  health benefit laws for the following reasons:



SB67 T e s t i m o n y  

P a g e  2

(1) Mandated health benefit lav/s erode the a b i l i t y  of 

insurance c o m p anies to tailor health benefit 

packages to meet the needs of particular plans 

and. to m arket group health, insurance policies to . 

large plans on a national basis.

(2) Mandated health benefit laws contribute to the 

rapidly escala t i n q  cost of health insurance.

(3) Mandated health b e nefit laws promote self 

insurance. This l egislation would not apply to 

self insurers or those with employee w e lfare 

benefit plans which are exempted under ERISA.

In summary, HIAA's opposi t i o n  to SB 67 is based on the fact 

that HIAA favors the p r e s e r v a t i o n  of a system that allows the 

p r o s p e c t i v e  purchaser of health insurance free choice of which 

risks he or she wishes to cover from among the v a rious coverages 

offered by competing insurance carriers. The HIAA also believes 

that the choice of how the p o l i c y h o l d e r  spends what funds are

I
available for health insurance should be free of gover n m e n t  

d e c r e e .
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M E M O R A N D U M

Senate

TO:

FROM:

SUBJECT:

S e n a t o r  Paul Fischer, C h a i r m a n
S e n a t e  Health, Education, and S o cial S e r vices
C o m m i t t e e

S e n a t o r  J a n  Fa 
P r e s i d e n t  of the

P r o p o s e d  a m e n d m e n t s  t o  S e n a t e  Bill 67
A n  A c t  r e l a t i n g  t o  i n s u r a n c e  c o v e r a g e  for the
t r e a t m e n t  of a m e n t a l  or n e r vous c o n d i t i o n

SB 67 is c u r r e n t l y  b e f o r e  y o u r  committee. Since its 
introduction, f u rther r e s e a r c h  h a s  b e e n  c o n d u c t e d  b y  m y  staff. 
I a s k  t h a t  t h e  c o m m i t t e e  c o n s i d e r  t h e  f o l l o w i n g  changes to the 
b i l l  w h i c h  are of concern.

1. T h e  l a n g u a g e  in p r o p o s e d ^ g s ^ ^ ^ ^ J ^ c r e a t e s  a
m a n d a t o r y / o p t i o n  form of c o v e r a g e  for m e n t a l  h e a l t h  insurance. 
T h i s  m e a n s  t h a t  s h o u l d  an e m p l o y e r’re j e c t  the m i n i m u m  mental 
h e a l t h  c o v e r a g e  d e s c r i b e d  b y  this bill, t h e  i n s u r e r  or service 
c o r p o r a t i o n  m a y  o f f e r  o ther c o v e r a g e  for t r e a t i n g  a m e n t a l  or 
n e r v o u s  condition, b u t  w o u l d  n o t  b e  r e q u i r e d  to do so.

M y  c o n c e r n  is that i n d i v i d u a l s  w o u l d  n o t  b e  able to get the 
b e s t  c o v e r a g e  if t h e i r  e m p l oyers r e j e c t  t h e  b a s i c  package.
T h e  p u r e  m a n d a t o r y  s y s t e m  o ffers no o p t - o u t  p r o v i s i o n— the 
i n s u r e r  o r  s e r v i c e  c o r p o r a t i o n  m u s t  o f f e r  o t h e r  c o v erage if 
t he i n s u r e d  or s u b s c r i b e r  d e c l i n e s  t h e  c o v e r a g e  d e s c r i b e d  by 
this bill.

This c o u l d  b e  e a s i l y  a c c o m p l i s h e d  b y  d e l e t i n g  the w o r d s  "an 
o p t i o n  to receive" w h i c h  a p p e a r  o n  p a g e  1, line 16, and
d e l e t i n g  s e c t i o n  (c) w h i c h  a p p e a r s  o n  1 ines 1 - 4 on p a g e  2 of
the bill.

O U T  O F  SESSION
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2. The i ntent of p r o p o s e d  section 21.42.365(d)(3) w h i c h  
d e f i n e s  the class of e l i g i b l e  h o s p i t a l s  p r o v i d i n g  i n p a tient 
t r e a t m e n t  is u n c l e a r  as p r e s e n t l y  drafted. T h e  literal 
i n t e r p r e t a t i o n  of the l a n g u a g e  a p p e a r i n g  on p a g e  2, lines 
13-25 of t h e  bill excludes c o v erage for care r e c e i v e d  at 
hospitals, such as t h o s e  found in t h e  rural communities, w h i c h  
do n o t  h a v e  s p e c i f i c a l l y  d e s i g n a t e d  p s y c h i a t r i c  units.

r e c o m m e n d  that the l a n g u a g e  be a m e n d e d  to r e f l e c t  the 
in c l u s i o n  of c o m m u n i t y  h o s p i t a l s  w h i c h  d o . n o t  h a v e  
p s y c h i a t r i c  units, but p r o v i d e  i n p a t i e n t  t r e a t m e n t  b y  
q u a l i f i e d  h e a l t h  care professionals.

The c o m m i t t e e ' s  c o n s i d e r a t i o n  of t h e s e  c h a nges w i l l  be 
appreciated. S h ould y o u  n e e d  any f u r t h e r  information, p l e a s e  
let m e  know.
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M E M O R A N D U M

DATE: M a r c h  17, 1987

TO: Se n a t o r  Paul F i scher 
S e n a t o r  Joe J o s e p h s o n  
S e n a t o r  L lo yd Jones 
S e n a t o r  J ay -
Se n a t o r  R i c k  I

F R O M : M. E. T i r a d o r

SUBJECT: Senate Bill //67, an act r e l a t i n g  to i n s u rance coverage
for the treatment of a mental or nervous condition

M y  name is M a r t i n  T i r a d o r  and I represent Blue Cros s of Wa shin g t o n  
a n d  Alaska. I a p p r e c i a t e  the o p p o r t u n i t y  to p r e s e n t  some of our 
concern s for y o u r  consid e r a t i o n  of Senate Bill 67. This issue 
has b e e n  in the L e g i s l a t u r e  for the past two sessions. A  listing 
of suggested amendments to the language o f  this bill is attached 
to and is part  of my testimony today.

Bl u e  Cross of W a s h i n g t o n  and A l a s k a  suggests c o n f i n i n g  the o f f e r­
ing of b e n efits for nervous and mental conditions to group c o n­
tracts only. To open the o f f eri ng to indiv i d u a l  participants
w o u l d  increase admini s t r a t i v e  costs b e c a u s e  of the need to obtain 
w a i vers, to rider individual contracts and to i n v e s t i g a t e  h e a l t h  
statements. This type of a d m i n i s t r a t i v e  cost is not necessary
in the w r i t i n g  of group benefits.

I suggest that the 50 hours of o u t-patient care per year be 
re p l a c e d  by 50 visits. Again, the cost of m a i n t a i n i n g  visit 
r e c ords by minutes could be an a d m i n i s t r a t i v e  h e a d a c h e  for the 
p r o v i d e r  and the insurer and could be a p r o b l e m  for the patient 
w h e n  their r e c o l l e c t i o n  of time differs from that of the provider.

T h e  usual c u s t o m a r y  and reaso n a b l e  d efinit ion needs to be expanded. 
Blue Cross of W a s h i n g t o n  and A l a s k a  suggests the contract language 
be the d e t e r m i n i n g  factor. A n  open usual c u s t omary and reasonabl e 
rate could lead to increased costs in p r o v i d i n g  service.



M a r c h  17, 1987 
Page Two

T he d e f i n i t i o n  of " i n- patient" needs some e x p a n s i o n  to p ermit 
pa r t i a l  h o s p i t a l i z a t i o n  for patients in suc h a m anner that o u t­
patient benefits would not be reduced. Conti n u o u s  treatment 
w o u l d  not permit partial h o s p i t a l i z a t i o n  thereby r e d u c i n g  the 
n u m b e r  of out-patient visits.

— ^  The d e f ining  o f  , a-mental;. and n e r v o u s  c o n d iti on on page 3 needs 
some expansion. As the la nguage p r e s e n t l y  states, substance 
abuse would come u n d e r  the d e f i n i t i o n  o f  a nervous and mental 
condition. There are b e n e f i t s  for a d d i c t i v e  diseases. Coverage  
for t h e s e  conditions do not need to be included in defining 
nervous and mental conditions.

Lastly, w e  feel the definiti on of office v i s i t  needs e x p a nsion so 
as to d i f f e r e n t i a t e  it f r o m  i n-pati ent and o u t - p a t i e n t  visits.

T h a n k  you, again, for g ivin g Blu e Cross of W a s h i n g t o n  and A l a s k a  
an o p p o r t u n i t y  to present  our concerns b e f o r e  this Committee.



Blue Cross
of Washington and Alaska

3111 C Street. Suite 100 
P.O Box 10-2480 
Anchorage, Alaska 99510-2480 
(907) 561-5065

A D D E N D U M  
TO THE

T E S T I M O N Y  OF M. E. T I R A D O R  
TO THE

HEALTH, E D U C A T I O N  AND SOCIAL SERVICES C O M M I T T E E
ON SENATE BILL 67

Page 1, L i n e  12 -- Insert group b e t w e e n  a and disability;

L i n e  15 -- D elete subscr i b e r  and insert group;

L i n e  22 -- D e l e t e  hours and insert visits;

L i n e s  23/24 -- D elete the comma an d insert a period. Delete 
a c c u m u l a t e d  in any increment of time.

P a g e  2, Line 12 -- D elete the s e m i c o l o n  and insert as d etermined 
by contract of coverage;

Lines 13/14 -- Delete all a f t e r  treatmen t and insert a hospital 
r e g i s t e r e d  bed patient for w h o m  the h o s p i t a l  makes a daily room 
c hange in.

Page 3, L i n e  5 - - -  A f t e r  associ a t i o n  add except those conditions 
c l a s s i f i e d  as alcoholic psychosis, drug psychosis, alcoholic 
d e p e n d e n c e  syndrome, drug dependence or near dependent abuse of 
drugs; or

L i n e  7 -- A f t e r  activities add except those c onditions classified 
as a l c o h olic psychosis, drug psychosis, alcoholic dependence 
syndrome, drug dependence or near dependent abuse of drugs;

L i n e  9 -- A f t e r  p r o vided  add in the p r o f e s s i o n a l  offices of and 
d e let e the w o r d  by.
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March 21, 1987

wS f o r  S B  67 (HESS)

S e c t i o n  1

\jP - » i .  (») flags 1, b in e  1K” ^' u m u LC—Mii u p u i^ w to
* receive"'

k/0 -̂ 2 . Saia-r-g rrS^ rygBTC ) yaym fl; L in e s    utim iiis
aagfe io ir—
3. Sec. 21.42.365(d)(3)(A) a g e n e r a l  h o s p i t a l  t h a t  is either 
l i c e n s e d  u n d e r  AS 18.20 or l o c a t e d  a n d  l i c e n s e d  in a n o t h e r  
state, w h i c h  p r o v i d e s  p s y c h i a t r i c  care

4. Sec.2d r r 4 2 T 3 ^ 5 ^ H ^ - )  P a g e  4, L i n e  1
A d d  a f t e r  "and" on line 1 "is p r o v i d e d  by"

(B) b y  one o r  m o r e  of' the following: 
jrt5 (i) a psychiatrist...

(ii) a physician...
(iii) a psychologist...
(iv) a p e r s o n  w h o  w o r k s  in c o n j u n c t i o n  w i t h  one or 

m o r e  o f  t h e  l i c e n s e d  m e n t a l  h e a l t h  c a r e  p r o v i d e r s  a n d  has a 
m a s t e r ' s  o r  d o c t o r a t e  d e g r e e  in p sychology, nursing, or social 
work, a n d  is e m p l o y e d  b y  t h e  same h e a l t h  c a r e  f a c i l i t y  
p r o v i d i n g  treatment.



Blue Cross
of Washington and Alaska

3111 C Street. Suite 100 
PO. Box 10-2480 
Anchorage. Alaska 99510-2480 
(907) 561-5065

A D D E N D U M  
TO THE

T E S T I M O N Y  OF M. E. T I R A D O R  
TO THE

HEALTH, EDUCATI ON AND SOCIAL SERVICES C O M M I T T E E
ON SENATE BILL 67

Page 1, L i n e  12 -- Insert group b e t w e e n  a and disability;

L i n e  15 -- Delete subscriber and insert group;

Line 22 Delete hours and insert visits;

Lines 23/24 -- Delete the comma and insert a period. Delete
accumulated in any increment of time.

P a g e  2, Line 12 -- D elete the s e m i colon and insert as d etermine d 
by contract of coverage;

S
Lines 13/14 -- Delete all a f t e r  t-rea-t-merhfe and insert a hospital 
regist e r e d  bed patient for w h o m  the hos pi t a l  makes a daily room 
change i n .

Page 3, Li ne 5 -- After a sso ciation add except those conditions 
classifi ed as al coholic psychosis, drug psychosis, al coholic 
dependen ce syndrome, drug dependence  or near- dependent abuse of 
drugs; or

L i n e  7 -- A f t e r  activities add except  those c o n d i t i o n s 'classified 
as al coholic psychosis, drug psychosis, alcoholic dependence 
syndrome, drug dependence or near dependent abuse of drugs;

Line 9 -- A f t e r  prov ided add in the profe s s i o n a l  offices of and 
delete the w o r d  by.
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S3 67 A n  Act r e l a t i n g  to i n s u r a n c e c o v e r a g e  f o r  the t r ea tm en t  of mental 

o r  n er v ou s  c o n d i t i o n

T he  D e p a r t m e n t  of C o m m e r c e  and E c o n o mi c  D e v e l o p m e n t  sup p o r ts  this bill. 

Ho wev er , the d e p a r t m e n t  does w i s h  to p r o p o s e  several tec hnical a m e n d m e n t s  

that will c l a r i f y  the bill.

Th i s  act p r o v i d e s  for a m a n d a t e d  o f f e r i n g  of c e r t a i n  b e ne fi t s  fo r the

t r e a t m e n t  of a men tal  or n e r v o u s  c o n d i t i o n  s u b j e c t  to the same d e d u c t i b l e

and c o - p a y m e n t s  as for  an y o t h e r  c o v e r e d  c o n d i t i o n  or illness. The

d e p a r t m e n t  s u p p o r t s  th s a pp r o a c h  as o p p o s e d  to a m a n d a t o r y  b e n e f i t 

inclusion.

T he  d e p a r t m e n t  r e c o m m e n d s  the f o l l o w i n g  a m e n d m e n t s :  

1. £©-4*a*te-44s
a ddit ion al te rms  to

4.

i m u m

lengt h Of t imp n r  <; iih<;rrihpr has to i ncu r the

amouQt-s^-TTivered c o s t s  f or  a i  lU ' ir ^ . H i r i M c H h io

Squired;

T h e  t e r m  " d e d u c t i b l e "  n e eds  to be d e f i n e d  as the amo un t of 

c o v e r e d  c os ts f o r  t r e a t m e n t  f o r  w h i c h  the insu red  or s u b s c r i b e r  

is r e s p o n s i b l e  that m u s t  be i n c u r r e d  b e fo re  b e n e f i t s b e c o m e  

p a y a b l e  u n d er  a d i s a b i l i t y  i n s u r a n c e  p o l i c y  or s u b s c r i b e r  

c o n t r a c t  in any a c c u m u l a t i o n  pe ri od ;  and

T h e  t e r m  " c o - p a y m e n t "  n eeds to be a m e n d e d  to i n d i c a te  th e p o r t i o n  

of the c o v e r e d  c o s t s  f or  t r e a t m e n t  in exc es s  of t he  d e d u c t i b l e  

f or  w h i c h  the  in s u r e d or s u b s c r i b e r  is r e sp on s i b l e .

O n e  f u r t h e r  i t e m is that the us e of the t e r m  "cost" in this act w o u l d  

a pp e a r  to r e q u i r e  the b e n e f i t s  to be o f f e r e d  f or  t h e  t r e a t m e n t  of a ment al 

or n e r v o u s  c o n d i t i o n  on a usual, c u s t o m a r y  and r e a s o n a b l e  basis. It n eeds  

to be r e c o g n i z e d  th a t  some of the  u n d e r l y i n g  c o n t r a c t s  m a y  p r o v i d e  

b e n e f i t s  for  all o t h e r  t y p e s  of i l l ne s s e s  and a c c i d e nt s on a preset, 

s c h e d u l e d  basis.

0353k 31387a
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Raskolnikov Could Cop a Plea
INSANITY
The Idea and Its Consequences. 
By Thomas Szasz. ,
414 pp. New York:
John Wiley & Sons, $17.95.

B y  Dava Sobel

I
N this, the latest battle of h is T h irty  Y e a rs  W ar 
with organized psych iatry , Thom as Szasz argues 
that insan ity is the 20th-century version of demonic 
possession, and that .treatm ents for insan ity a r e -  
about-as scien tific  as exo rc ism . In D r. Szasz v iew , the 
theories of insanity and demonic possession both arose 
'fro m  our need to exp lain  aw ay aberranTbehnvior. Be- 

cause ii is too norrib le  to thinK tnat-  ̂ human being 
would want and choose to act in certa in  w ays (m u rder 
innocents, for exam ple, or live in a cardboard box on 
the s tre e t) , society creates dark  forces that are  said  to 
overpower such individuals and make them do the 
things they dc. These dark forces, once called devils, 
are now known as mental disorders.

D r. Szasz, a professor of p sych ia try  at the State 
U n ivers ity  of New Y o rk  Health Science Center in Syra- , 
cuse, holds that m ental illness and brain disease are 
wholly d ifferent entities. B ra in  disease, such as  that 
caused by neurosyphilis, is e as ily  documented and well 
described in pathology textbooks. M ental illness, on the 

ju h e r  hand is a mvth a m etaphor, a legal f ic t io n s . 
.powerful, coercive tool for the incarceration of innocent

Dava Sobel, a fo rm er reporter for The New Yo rk  
T im es, w rites about science and medicine for seve ra l 
magazines.

people in m ental hospitals and the exoneration of guilty 
ones by declaring them "not responsible" for their  
c r im e s . — — .

- D r. Szasz is  a b rillian t debater, and the unpopu­
la r ity  of his position only se rves to hone his form idable 
w riting  talent. He can turn a topic as somber as in­
san ity  and its social context into a book that is extrao r­
d in a rily  entertaining. He is as like ly to quote Shake­
speare  or M olidre as F reu d  and Jung, and when it suits 
h im  he quotes Ann Land ers and D ear Abby, too. H is ir ­
reverence and m oral outrage fa ir ly  sizzle on the page. 
The  w orst thing I  can  say  about him as a w rite r is that 
he som etim es sputters with too much passion.

A  look at som e of his ea rlie r w orks ("T h e  M yth of 
M ental Illn e ss ,"  “ Schizophrenia: The Sacred Symbol of 
P sy c h ia try ” ) w ill show that the central theme of " In ­
san ity : The Idea and Its  Consequences" is not new. But 
the author apparently justifies this fresh attack  on an 
old enem y by the fac t that the concept of mental illness 
continues to w re ak  havoc in society.

One of D r. S zasz ’ favorite  exam ples o f this havoc 
is  the insan ity defense, which he view s as p sych ia try ’s 
destruction of “ the old princip le nf Twnral-aflnn>»y anrt 
personal responsib ility .’’ P rize  trophies f  rom his vast 
collection of new spaper accounts of reprehensible 
c r im e s help him  expose the insan ity defense as a  tra v ­
esty  of ju stice  and a trave sty  of psych iatry . He cites a 
1985 report in The  New Y o rk  t im e s  in one such case: 
"Th e  [U .S . Suprem e] Court agreed to hear a prosecu­

t o r ’s a p p ea l. . .  suppressing the confession of a m urder 
"defendant as involuntary because he was mentally ill. 
[D r . Szasz ’ em p hasis .' . .  The man had approached a 
police o ffice r on the street in Denver and said he 
wanted to confess a homicide. The policeman told him

of h is rights to rem ain silent and to have a law yer 
present. The m an said he understood, and proceeded to 
confess the k illing  of a 14-year-old g irl and to lead police 
to the scene and to other evidence."

" It  would be d ifficu lt,”  D r. Szasz continues, “ to 
imagine what other evidence one would need to con­
clude that this man knew what he was doing: a fte r all, it 
is not as if he had confessed to a m urder and w as unable 
to provide evidence of h is guilt except h is confession. 
How, then, did someone get the idea that this man wps 
mad rather than a m urderer? Obviously, the k ille r did 
not want to ta lk  to a psych iatrist: had he wanted to, he 
could have sought one out, just as he had sought out a 
policeman. No doubt, as it is now custom ary in m urder 
cases in the United States, the authorities arranged for 
him  to ‘be seen’ by a psych iatrist. Sure enough, the 
k ille r  told the psych iatrists e xactly  what they expected 
to hear in such a case: ‘God’s voice had told him to con­
fess.’ How psych iatrists , law yers, and judges know that 
the defendant used the phrase God’s voice lite ra lly , 
ra ther than as a metaphor for his conscience, the report 
in the Times does not say . So much for Raskolnikov. 
While it m ay be sad that Dostoevski has been rendered 
irre levant by the m arch of psych iatric  science, it is 
reassuring to rea lize that Raskolnikov was innocent 
a fte r a ll .”

What fu rth e r infuriates D r. Szasz about h is fellow 
psych ia trists  is that they are  not content to treat those 
who come to them for help, but choose instead to occupy 
"eve ry  nook and cranny of human behavior,”  and insist 
on searching "fo r the twisted molecule behind eve ry  
twisted thought." Thus we have "tobacco dependence" 
and "pathological gambling”  listed as bona fide entries 
in the o ffic ia l "D iagnostic and Statistical M anual of 
Mental D iso rders." □
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SUMMARY OF MAJOR POINTS

Legislation has been proposed to mandate direct 
reimbursement under FEHBP plans to non-physician providers: 
chiropractors, clinical social workers, marriage and family 
therapists, nurse practitioners and all other nurses. Following 
is a summary of the major points that need to be considered by 
the Senate in considering this legislation:

e The FEHBP is a highly competitive health insurance 
market. Premiums, benefit structure, and provider 
coverage are structured to provide what Federal 
employees want. The mandate approach runs counter 
to this competitive market orientation.

• Most FEHBP plans already offer direct payment to 
some non-physician providers, based on perception 
of consumer preference, impact o n  premium cost and 
other factors.

20 of 21 fee-for-service plans offer direct
payment to certified nurse midwives.

18 of 21 fee-for-service plans offer direct
payment to clinical social workers.

16 of 21 fee-for-service plans offer direct
payment to' chiropractors.

• Federal employees can choose plans which have the 
combination of benefits, covered providers and 
premiums which best meet their needs.

• Mandated direct payment to non-physician providers 
will result in higher charges, increased 
utilization and higher cost.

- Charges o f  non-physician providers increase 
after mandates, sometimes to levels higher 
than charged by physicians (prevailing fees 
for clinical social workers were $94 in 
Hawaii, higher than $88 charged by 
psychiatrists).

- Utilization of services increases; much of 
the services of newly covered providers are 
in addition to, rather than a substitute for, 
services provided by physicians.

- Claims cost and premiums increase after 
mandated payment to additional providers.

- Chiropractor cost per case increased from $91
_ to $294 between 1978 and 1984 for one major

carrier, an increase of 225 percent.
Physician cost per case increased by 70
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• Long-term effects of mandated direct payment to 
providers:

- Will stimulate efforts to expand mandated 
benefits under FEHBP to acupuncturists, 
pastoral counselors and other providers.

- Will set an important precedent at the 
Federal level and stimulate efforts of 
provider groups to obtain mandated benefits 
under private insurance and self-insurance 
programs. This is a major priority of mental 
health and other provider groups.

- Will result in an expansion in the supply of 
non-physician independent practicing 
providers, which in turn will cause increased 
utilization and increased claims cost under 
FEHBP plans.

- To the extent it serves as a precedent for 
mandates for private health benefit programs, 
will result in a significant increase in 
health care cost inflation.

The decision as to mandating direct payment to additional 
providers should be made only after careful consideration of its 
cost and benefit implications, both in the short and long run. 
Consideration should also be given to the precedent setting 
nature o f  passing Federal mandated benefits.
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SUMMARY OF MAJOR POINTS

Legislation has been proposed to mandate direct 
reimbursement under FEHBP plans to non-physician providers: 
chiropractors, clinical social workers, marriage and family 
therapists, nurse practitioners and all other nurses. Following 
is a summary of the major points that need to be considered by 
the Senate in considering this legislation:

e The FEHBP is a highly competitive health insurance 
market. Premiums, benefit structure, and provider 
coverage are structured to provide what Federal 
employees want. The mandate approach runs counter 
to this competitive market orientation.

• Most FEHBP plans already offer direct payment to 
some non-physician providers, based on perception 
of consumer preference, impact on premium cost and 
othrr factors.

20 of 21 fee-for-service plans offer direct
payment to certified nurse midwives.

18 of 21 fee-for-service plans offer direct
payment to clinical social workers.

16 of 21 fee-for-service plans offer direct
payment to' chiropractors.

• Federal employees can choose plans which have the 
combination of benefits, covered providers and 
premiums which best meet their needs.

• Mandated direct payment to non-physician providers 
will result in higher charges, increased 
utilization and higher cost.

- Charges o f  non-physician providers increase 
after mandates, sometimes to levels higher 
than charged by physicians (prevailing fees 
for clinical social workers were $94 in 
Hawaii, higher than $88 charged by 
psychiatrists).

- Utilization of services increases; much of 
the services of newly covered providers are 
in addition to, rather than a substitute for, 
services provided by physicians.

- Claims cost and premiums increase after 
mandated payment to additional providers.

- Chiropractor cost per case increased from $91 
to $294 between 1978 and 1984 for one major 
carrier, an increase o f  225 percent.
Physician cost per case increased by 70
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percent to approximately $75 during same 
period.

- Mental health services provided by clinical 
social workers and marriage and family 
therapists often increase sharply after 
mandate, due to broad range of counseling 
services available, increased peer group 
acceptance and aggressive marketing by 
providers. Studies have found that use of 
services is highly sensitive to availability 
of insurance coverage.

Mandated payments to providers will cause increases 
in supply of providers, further exacerbating the 
cost increase problem. The size of the projected 
supply change is related to the potential for 
increased earnings and the availability of trained 
persons who can become licensed relatively quickly.

-'There are approximately 1.9 million
registered nurses and .5 million licensed 
practical nurses. These nurses, with 
relatively limited additional training, can 
provide a wide array of health related 
services directly to patients. Over 10,000 
nurses went into business for themselves 
within the past few years. Mandated direct 
payment to nurses will hasten this trend.

-. Marriage and family therapists are now 
licensed or certified in eleven states. 
Thirteen more states are considering 
licensure. Mandating payments to marriage 
and family therapists will stimulate efforts 
in all states for licensure and will result 
in rapid expansion in the supply of 
independent practicing marriage and family 
therapists.

Short term effects o f  mandated direct payment to 
providers:

- Will allow providers acting in their own self 
interest to determine coverage provisions 
under FEHBP plans, without regard to impact 
on premiums or whether Federal employees 
want the additional providers covered.

- Will increase claims cost and premiums, 
particularly for chiropractors and in areas 
with substantial federal employment 
(providers will react to mandates by raising 
prices and by more aggressively marketing 
their s e r v ices).



• Long-term effects of mandated direct payment to 
providers:

- Will stimulate efforts to expand mandated 
benefits under FEHBP to acupuncturists, 
pastoral counselors and other providers.

- Will set an important precedent at the 
Federal level and stimulate efforts of 
provider groups to obtain mandated benefits 
under private insurance and self-insurance 
programs. This is a major priority of mental 
health and other provider groups.

- Will result in an expansion in the supply of 
non-physician independent practicing 
providers, which in turn will cause increased 
utilization and increased claims cost under 
FEHBP plans.

- To the extent it serves as a precedent for 
mandates for private health benefit programs, 
will result in a significant increase in 
health care cost inflation.

The decision as to mandating direct payment to additional 
providers should be made only after careful consideration of its 
cost and benefit implications, both in the short and long run. 
Consideration should also be given to the precedent setting 
nature of passing Federal mandated benefits.



IMPACT ASSESSMENT OF PROPOSED LEGISLATION TO MANDATE DIRECT 

REIMBURSEMENT TO NON-PHYSICIAN PROVIDERS UNDER FEHBP PLANS

Legislation is being considered in the Congress to mandate 

direct reimbursement under FEHBP health benefit plans for 

selected non-physician providers: chiropractors, clinical social

workers, marriage and family therapists, nurse practitioners, 

nurse midwives and all other nurses who are licensed or certified 

by state or Federal government. This legislation, which is 

supported primarily by the provider groups seeking direct 

reimbursement, will have but a minimal effect of expanding choice 

of provider for FEHBP enrollees. However, it will have a 

substantial and long-la.sting effect in raising provider charges, 

increasing utilization, and causing higher premiums for both the 

Government and Federal employees. Moreover, requiring all FEHBP 

programs' to directly pay specific provider groups interferes with 

competition among plans to provide desired medical care benefits 

at the lowest possible cost. Finally, it sets a precedent for 

mandating specific benefits at the Federal level, which can have 

very major medical care inflation consequences for both Federal 

employees and all others covered under private health insurance 

p r o g r a m s .
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Mandating of direct payment to non-physician providers 

benefits the affected providers at the expense of Federal 

employees and the general public who experience the cost 

consequences of the mandate. It is anti-competitive in terms of 

forcing benefit provisions on those who do not want them and w h o  

do not wish to pay for them.

The primary impact of mandated reimbursement for 

non-physician providers on provider accessibility, cost and other 

important factors are discussed briefly below.

.. Impact on choice of p r o v i d e r . The mandated reimbursement 

of non-physician providers will have only a minimal effect on 

enrollee choice of provider. Each of the services is already 

covered. At issue is whether non-physician providers can bill 

the plan directly without referral or supervision by a physician. 

Many FEHBP programs already provide direct payment to 

non-physician providers. For the non-physician providers 

considered in this legislation, the following are covered by 

FEHBP plans:

e Seven of 21 FEHBP fee-for-service plans offer 

direct reimbursement for nurse practitioners.

• Six of 21 FEHBP fee-for-service plans offer direct 

_ reimbursement for physician assistants.
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• Twenty of 21 FEHBP fee-for-service plans offer 

direct reimbursement to certified nurse-midwives.

• Eighteen of 21 FEHBP fee-for-service plans offer 

direct reimbursement to clinical social workers.

• Sixteen of 21 FEHBP plans offer direct 

reimbursement for chiropractors.

In situations where plans do not pay providers directly without 

physician referral and/or supervision, it is generally because 

the pians believe that costs will increase, that for medical care . 

reasons it is necessary to have physicians overseeing care, that 

few beneficiaries want to use these providers and/or that there 

are potential problems of excess utilization or fees with 

'specific provider groups.

Impact on competition in FEHBP m a r k e t . The FEKBP market 

has been heralded by health care competition proponents as a 

model for the private sector. Individual plans actively compete 

with each other on the basis of premiums, benefit structure and 

other plan characteristics. Most plans already offer direct 

reimbursement to several non-physician providers covered under 

this legislation based on enrollee preference, impact on premiums 

and on other factors which affect the competitive attractiveness 

of the program. Employees determine which plan best meets their 

needs, premiums, benefits, covered provider services and other 

factors considered. OPM and its predecessor, the Civil Service
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Commission, have stated that’expansion of direct access to 

providers is a matter best left to negotiation. Negotiation 

"would produce a desirable diversity of covered providers as well 

as covered benefits, as the needs and preferences of the Federal 

enrollee market would dictate."1 It is anti-competitive to force 

plans to pay directly for specific provider services, especially 

when the primary beneficiaries of the mandated provider benefits 

are the providers themselves.

Impact on charges. Mandating direct payment for specific 

non-physician providers generally results in increased 

non-physician charges, in absolute terms and relative to 

physicians performing comparable services. This is predicted by 

economic theory and is borne out by actual health insurer 

experience.

Proponents of mandated benefits often point to lower

charge rates of non-physician providers (prior to the mandate) as

part of their argument that mandates will not raise claims cost.

There is evidence from both public and private programs of

increases in charges after provider mandates. Direct payment to

clinical social workers was authorized under a 1980-82 CHAMPUS 

2
demonstration. Prevailing fees for clinical social workers in 

Hawaii increased to $94 per hour, which was in excess of the 

prevailing fee for psychiatrists of $88. Similar increases in 

social w o r k e r  allowances relative to physician allowances were 

documented in Massachusetts after mandates were implemented for



direct payments to social workers, although their fees did not

3
usually exceed physician fees.

Impact on utilization - mental health providers.

Proponents of mandates have argued that direct payment of

non-physician providers will result in substitution of

non-physician services for physician services, with no overall

increase in utilization. In some cases, such as for

4
nurse-midwives, this has occurred. Based on evidence of 

cost-effective provision of services, health insurers and their 

customers have included direct coverage for nurse-midwives as 

well as other providers in the benefit program.

Where direct reimbursement is initiated to non-physician 

mental health providers —  psychologists, clinical social 

workers, and family and marriage therapists — an increase in 

utilization and costs almost always occurs. Use of psychotherapy 

and counseling services is to a high degree elective, and is • 

responsive to provider marketing, and increased peer group 

acceptance. Increased accessibility to providers and improved 

benefits invariably results in increased utilization. The New 

York State employee group experienced an increase in outpatient 

mental health benefits of $34 million, from $26.85 to $118.50 per 

enrollee — an increase of 341 percent — between 1982 and 1984 

as a result of expansion of mental health benefits from 

approximately 50 to 80 percent.^ The FEHBP program experienced
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an increase in psychotherapy visits of from 521 visits to 813 

visits per 1,000 enrollees between 1974 and 1978, most o f  which 

was accounted for by increased utilization of psychologists' 

services after direct reimbursement for their services w a s  

initiated in 1975.^

. *
The increase in utilization is likely to be g r eater for

m
social workers and therapists than for psychologists, as a 

result of mandating direct payment. This is expected b e cause of 

the potentially great increases in provider supply and the 

broader range of counseling services that they provide. A s  noted 

earlier, CHAMPUS performed an experimental study on d i rect 

payment to independent certified clinical social workers from
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1980 through 1982. The study examined charge levels, claims 

volume, type and volume o f  services utilization, and trends in 

these over the study period. A  continuing increase in 

utilization occurred during the study. Over the final six months 

(April through September of 1982), 330 clinical social w o r k e r s  

submitted 2,780 claims for services to 1,577 patients. T h i s  

represented a cumulative increase of 667 percent in number of 

claims from the study's first period, when only 363 claims were 

filed. Exhibit 1 illustrates the steady rise in claims to the 

CHAMPUS program during the study period.

In Utah, clinical social workers became eligible for 

direct reimbursement in 1978. From 1979 to 1980 alone, the 

number of claims to Blue Shield of Utah for social worker
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services increased 69 percent, and cost increased 63 percent.

The actual cost per p e r s o n  per year for the addition o f  these

g
providers was estimated at $7.84.

Wisconsin o b s e r v e d  a proliferation of treatment centers 

for alcoholism, drug a b u s e  and mental and nervous d i s o r d e r s  

following a 1974 m a n d a t e  for these benefits. The n u m b e r  of these 

state-approved treatment centers increased from 39 to 9 3 9  between 

1974 and 1984.9

Utilization of m a r r i a g e  and family therapists h a s  a 

potential for increase i n  utilization equal to or g r e a t e r  than 

that for clinical s o c i a l  workers and other mental h e a l t h  

providers. According t o  the American Association of M a r r i a g e  and 

Family Therapists, an a v e r a g e  of 150 applications per m o n t h  are 

submitted by persons w i s h i n g  to become Association m e m b e r s .  Only 

eleven states currently regulate these practitioners t h r o u g h  

licensure or certification. However, thirteen states a r e  

seriously considering l i c e n s u r e  or certification of m a r r i a g e  and 

family therapists. If d i r e c t  payment for their services is 

authorized, the field c o u l d  be rapidly flooded with p r o v i d e r s  of 

variable qualifications.

Impact on u t i l i z a t i o n  - chiropractors. Chiropractor 

services are -considered b y  many health benefit programs a s  a 

major problem area for overcharges, excess utilization a n d

8



provider abuse. H e a l t h  insurers report extensive litigation with 

chiropractors regarding amounts billed for services and whether 

services performed are within their approved scope o f  practice. 

Chiropractor visit fees are often low. However, b e cause of the 

large number of X-rays, lab procedures and spine manipulations 

billed for, total p e r  case costs are very high. Moreover, there 

is evidence that c h iropractor costs are increasing m o r e  rapidly 

than other health c a r e  costs. The Hawaii Medical Service 

Association reports the following per case cost comparisons. 

Between 1978 and 1984, chiropractor cost per case increased by 

225 percent. This compares to an increase of 70 p e r c e n t  for 

physician cases.

AVERAGE C O S T  

PER CASE

Provider 1978 1984

General
Practitioner $ 23.30 $ 41.90

Orthopedic
Surgeon 52.30 88.77

Osteopath 56.70 92.51

Podiatrist Not 60.20
Available

Chiropractor 91.00 294.10

A  problem in m a n aging the chiropractor benefit and 

applying utilization review screens is the lack of comparability 

with other services. Managing the benefit is further complicated 

under national health insurance plans by state variation in



allowed scope of practice. In some states, the scope of practice 

is limited to conditions directly affecting the spinal and 

skeletal system; in others, chiropractors can treat all medical 

conditions, including cancer. Most (but not all) states prohibit 

chiropractors from performing surgery or administering drugs. 

Given the incidence of utilization and billing problems involving 

chiropractors, the variability in scope of practice presents 

particularly troublesome problems for a national FEHBP program 

and for their ability to coi.trol costs.

Impact on premium c o s t . The decision by individual FEHBP 

programs not to provide direct reimbursement for specific 

providers is not based on whim or on unreasonable bias against 

specific provider groups. It is based on an assessment that 

direct reimbursement would result in higher premium cost and that 

the additional coverage is not sufficiently attractive to Federal 

employees to overcome the competitive disadvantage of the higher 

premiums. An effort by plans to evaluate each benefit on its own 

merits is evident by the facts that;

1) Most FEHBP plans have voluntarily provided 

direct reimbursement for two or more of the 

provider types proposed for mandate; and

2) all but one of the provider types are offered, 

direct reimbursement by at least 25 percent and 

as many as 95 percent of the FEHBP programs.
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Reliable estimates of impact of direct reimbursement on 

premium costs are not available for some provider types. 

Projections are difficult to develop because some providers have 

long been covered by most health insurers (e.g., psychologists), 

insurer data systems generally do not retain separate claims data 

for some providers (e.g., nurse practitioners), and some 

providers are not generally covered under typical health 

insurance programs so little or no claims data exist.

Premium cost estimates are available for chiropractors. 

Current estimates by Blue Cross and Blue Shield Plans which 

already offer or are considering offering direct reimbursement to 

chiropractors range from $2 to $8 per contract month, or $24 to 

$96 per contract year. The wide variation in estimated premium 

cost reflects primarily differences in chiropractor supply by 

area. There is general agreement, however, that premiums for 

chiropractor services are increasing more rapidly than overall 

health care costs.

Impact on provider s upply. Potential increases in prices 

or in opportunity to increase private patient business can result 

in expanded supply of providers. The magnitude of the expected 

change in supply is related to the attractiveness of the income 

opportunity and the ease with which providers can be trained or 

obtain required credentials to practice professionally. 

Econometric studies have shown a strong positive relationship 

between provider supply and mandated benefits. A study sponsored
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by the National Institute of Mental Health estimated that 

implementation of state mandated benefits for psychologists 

results on average in a 19 percent increase in the state supply 

of psychologists.10 For social workers, the predicted increase 

is 24 percent.

After New Hampshire passed a bill in 1975 mandating 

specific mental health benefits and providers, the supply of 

psychologists and pastoral counselors billing for payment has 

increased nearly ten fold. Today, over 125 psychologists and 

pastoral couselors bill for services, compared to 13 prior to the 

m a n d a t e . 11

For most of the provider types included in the proposed 

legislation, a large supply of trained professionals exists who, 

with little or no additional formal training can become licensed 

providers with direct billing privileges. These would include 

salaried nurses, salaried social workers, and marriage and family 

therapists. Large numbers of perso'.s are trained in these 

professions who are not currently employed or who are employed 

part time. A significant portion of these individuals could be 

induced to return to active self-employment if mandated direct 

reimbursement resulted in improved income opportunities. In 

areas of significant Federal employment, mandated direct 

reimbursement for social workers, therapists and chiropractors 

could result-in sizeable increases in supply, which in turn would 

cause increased utilization and higher claims cost.
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The potential impact of the proposed legislation upon

health services delivery is evident in the vast supply of nurses

who could become eligible for direct payments. For example,

there are 1.9 million registered nurses holding licenses in the

n a t ion.* Nearly 1.5 million of these are currently practicing in

their field. Independent practice could be quite attractive to

many currently either employed or not employed. The independent

practice of nursing is becoming increasingly attractive to those

who seek greater autonomy. More than 10,000 nurses have gone

into private practice already, and rapid increases could occur if

12
direct payment is mandated.

The scope of practice of nursing is also increasing 

rapidly. A recent decision by the Missouri Supreme Court held 

that new functions for nursing practice can evolve without 

statutory constraint. Nurses in that state are authorized by 

definition to perform "nursing diagnosis." Use of this term 

indicates that diagnosis is not exclusively limited to 

physicians. In addition, functions o f  treatment and medication 

are liberalized by the court determination. In nineteen states, 

nurses are allowed to prescribe some types of drugs.

*U.S. DHHS, Health Resources and Services Administration, Bureau 

of Health Professions, "National Sample Survey of Registered 

Nurses, November 1984."



Conclusions of independent studies of mandated provider

re i m bursement. In response to efforts by provider groups to 

enact mandated direct payment and to arguments by employers and 

health insurers which generally are in opposition to mandates, 

studies have been conducted by various state government task 

forces, legislative task forces and other independent study 

groups of the public policy implication of provider mandates. In 

most cases, these tfS^^&forces have concluded that additional 

mandated benefits and mltwfl&ted payment to providers are not in 

the public interest, and have recommended against their adoption. 

The following observation was made in a study prepared for the 

Virginia Bureau of Insurance by Professor John Larson of Virginia 

Commonwealth University:

No one has demonstrated that there is any cost 
savings or stabilization in the increase of costs by 
reimbursing non-physician practitioners in addition 
to physicians under the same benefit package.
Rather, research has clearly demonstrated that 
increased coverage of services result in increased 
utilization, thus total health care expenditures go 
up. A  deceiving argument is that it must save 
insurance companies money when the subscriber is able 
to go to, for example, a clinical social worker, 
charging $25, rather than a psychiatrist, charging 
$50 for psychotherapy. The flaw in the argument is 
that in a system where the provider (either 
psychiatrists or clinical social workers) is able to 
influence the price and the level of utilization, 
each is able to encourage enough utilization to 
assure an adequate income. The outcome is that total 
expenditures increase for three possible reasons: 1)
the utilization of psychiatrists does not 
significantly decrease nor does [sic] their fees; 2) 
in time clinical social workers' fees begin to 
approach the' fee levels of psychiatrists; and 3) the 
utilization.of clinical social workers' services 
increases.

14
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A study conducted by the Hawaii Legislative Reference 

Bureau in 1985 for the Hawaii Senate reached the following 

conclusion:

The experience of HMSA (largest private health 
consumer in Hawaii), Hawaii's Medicaid program, and 
other health insurers has demonstrated that expansion 
of coverage to new groups of providers results in 
increased utilization of services, escalation of 
fees, and therefore, increased total expenditures by 
insurers. Mental health benefits under various HMSA 
plans have annual ceilings ranging from $500 to 
$1,000. Most of the HMSA's members who utilize 
mental health benefits do not now reach the annual 
ceilings. Expanding mental health coverage to 
clinical social v-orker services would, in all 
likelihood, result in increased c o s t s 1and create the 
probability of increases in premiums.

The National Association of Insurance Commissioners (NAIC) 

recommended that state legislatures consider f u l l y  the 

demonstrated public need, impact on costs and other factors 

before enacting mandated benefit legislation.

The State of Washington enacted legislation in 1984 which 

put the burden on those that sponsor specific mandated benefits 

to provide answers to a list of critical questions. All sponsors 

of mandated benefit legislation in Washington State are required 

to prepare a report which investigates the following issues:

(1) The Social impact: (a) To what extent is
the treatment or service generally utilized by a 
significant portion of the population? (b) To what 
extent is the insurance coverage already generally 
available? (c) If coverage is not generally 
available, to what extent does the lack of coverage 
result in persons avoiding necessary health care
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treatments? (d) If the coverage is not generally 
available, to what extent does the lack of coverage 
result in unreasonable financial hardship? (e) What 
is the level of public demand for the treatment or 
service? (f) What is the level of public demand for 
insurance coverage of treatment or service? (g) What 
is the level of interest of collective bargaining 
agents in negotiating privately for inclusion of this 
coverage in group contracts?

(2) The Financial impact: (a) To what extent
will the coverage increase or decrease the cost of 
treatment or service? (b) To what extent will the 
coverage increase the appropriate use of the 
treatment or service? (c) To what extent will the 
mandated treatment or service be a substitute for 
more expensive treatment or service? (d) To what 
extent will the coverage increase or decrease the 
administrative expenses of insurance companies and 
the premium and administrative expenses of 
policyholders? (e) What will be the impact of this 
coverage on the total cost of health care?

These issues have not been satisfactorily addressed by the 

proponents of the FEHBP mandate proposal.

Policy Decision: Should direct reimbursement for

non-physician providers be mandated under the FEHBP p r o g r a m ? The 

passage of a mandated direct reimbursement bill will not 

immediately result in sharply higher FEHBP premiums. Most of the 

FEHBP programs already provide direct reimbursement for several 

of the providers covered under the proposed legislation, and 

direct reimbursement for providers not usually covered may not 

result in immediate substantial increases in charges and 

utilization. But the legislation is not necessary and would be 

harmful over the longer run, for the following reasons:"
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® The FEHBP program is highly competitive, with 

benefit structures and covered providers highly 

attuned to enrollee preference and impact on 

premiums. Interference in this process by forcing 

unwanted coverage is neither necessary nor desired 

by Federal employees. I

• Over the long run, FEHBP costs will increase 

substantially if the mandates are enacted, as a 

result of:

- encouragement of states to license or certify 

additional provider groups;

- expansion of supply of licensed providers as 

direct billing opportunities increase;

- increase in charges of non-physician 

providers; and

- increase in utilization of non-physician • 

providers, particularly for chiropractors, 

social workers, and marriage and family 

therapists.

• The passage of mandated direct reimbursement for 

FEHBP plans sets a bad precedent. It may result in 

an increasing number of state mandates and possibly

.. Federal mandates for benefits and providers under 

private health benefit plans. Given the highly

17



elective nature of mental health counseling and 

therapy services, and difficulty in controlling 

chiropractor claims cost, an expansion of mandated 

benefits for these services under private insurance 

will result in substantial health care cost 

inflation.

Forcing. FEHBP programs to directly reimburse specific 

provider groups benefits almost exclusively the specific provider 

groups, is anti-competitive, and has potential consequences for a 

m ajor increase in health care cost. It serves neither Federal 

employees nor the overall public interest.
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Creg Scand l en  sp e a k s  as an ana l y s t  f o r  the Blue C ro s s  & 
Blue Sh ie l d  Assoc i a t i on .  He s ay s  " i n su r e r s  a re ne rv ous  
about f l / j y k i n d  o f  benef i t that they can ’ t gel an ac tuar ia l  
handle on. " that is, be ab le  to pro ject usage patterns,  fees 
charged arid to ta l  payout .
S tud ies  o f  manda ted  menta l  hea l th  benef its indicate 
that, even wher e  cost ba r r i e r s  have been removed ,  a 
very  sma l l  segment  o f  the popu l a t io n  uses the benef i ts ,  
p r e d o m i n a n t l y  the m o r e  a f f l u e n t .  In the F e d e r a l  
Empl oyee  Hea l th  Benef i t P r o g r am ,  o n l y  2% used the 
menia l  heal th benef i t  but spent  8% o f  the ava i l ab l e  
monies.
Linda Fr i sman,  o f  the economics depa r tment  at Boston 
U n i v e r s i t y ,  . o f f e r s  th is  i n s ig h t :  the M a s s a c h u s e t t s  
men ta l  h e a l t h  m a n d a t e  doesn ' t  a f fe c t  two  m i l l i o n  
residents  ( the s e l f - in su r ed ) ,  those on Medicare ,  those 
on Medicaid.
Wiscons in S t a l e  Rep.  John Me rk t  quest ion s "when  is 
enough, enough?"  in manda ted menta l  hea l th coverage, 
citing usage o f  the benef i t by the 4 , 2 00  s tudents  on 
the Mad i s on  c ampus  o f  the U n i v e r s i t y  o f  Wiscons in ,  
one- th i rd  o f  w h om  used the benef i t last year ,  enough

to m o r e  than d o u b l e  the s tuden t  hea l t h  i n su r an c e  
p r em ium. O f  the c l a im s  fo r  psychia tr ic ,  a lc oho l i sm and 
drug abuse se rv ices.  9(1% were psychia tr ic ,  a pattern 
that he l abe l s  "abuse . "  He exp la ins :  "Th is  benef i t is 
subject  to o ve ru s e  and abuse by both users o f  the 
se rv ice and  p rov ide r:; o f  the service . " Merk t  l aunched a 
s tudy  that found s tuden ts  using the fu l l  benef i t in the 
f i rst semeste r ,  then us ing the fu l l  benef i t aga in in the 
second semeste r .  T h i s  was  corrected by changing the 
s tudent heal th po l ic y  f rom a ca lenda r - year  basis to a 
po l i c y - y ea r  basis.
Mo reove r ,  s ta le  l eg is la t o rs  voted to doub le  the f i rst -  
d o l l a r  cove rage ( f r om  $ 5 0 0  to S 1.000) ,  but added a 10% 
copaymen t .  Then they expanded outpatient  t reatment 
loca t ions  to inc lude the o f f i ces  o f  psych i a t r i s t s  and 
na t i o n a l l y  registered psycho logis ts .  Unsat i s f ied ,  they 
voted an i npa l i e n l - b ene l i l  m in imum (30 day s  o r  S7 .0 00  
minus a 10% copaymen t ,  wh ichever  is less) .

CONGRESS FEARFUL

In su re rs  a rgue that Congress ,  un l ike  the s tales ,  has been 
fea r fu l  o f  abuse and excess ive cost Tor menta l heal th 
benef i t s ,  hence leg is la t ing a 50% copaymen t  and even a 
S 2 5 0  a n n u a l  l im i t  f o r  p s y c h i a t r i c  c o v e r a g e  unde r  
Medicare .
Ea r l  T h a y e r ,  s ec r e t a r y  o f  the Sta te  Med ica l  Soc ie ty  
o f  W i s c o n s i n ,  sees manda te s  as  "a s e l f - g ene r a t i n g  
mechani sm to increase care when it ’s not re a l l y  needed." 
He exp la in s :  "It's damned expens ive when you take 
op t iona l  things and make  them manda to r y .  It sounds 
l ike  you ' re  t reat ing peop le equa l l y ,  but mandates  are 
c reating a demand  that was never there before. "

On  the ma t t e r  o f  abuse .  Wiscons in S l a t e  Rep. Wa l t e r  
Kun ick i  s a ys  that, " in many  cases, menta l  heal th centers 
a re  s ta f fed  wi th  pe rs ons  o f  l imi ted t ra in ing who  ho ld 
themse l ves out as men ta l  heal th pract i t ioners  in o rd e r  to 
bi l l  f o r  se rv ices  wh ich are more p r op e r l y  c lass i f ied as 
soc ia l  se rv ices . "  He ca l l s  these unde rs ta f fed centers 
"p sycho the rapy mi l l s . "
The  W i scon s in  Depa r tment  o f  Hea l th  & Soc ia l  Se rv i ces  
contends that manda t i ng  outpat ient coverage reduces 
the demand fo r  bed care.
But insurers  find it ne,.rly impossible to identify d i s ­
placed costs .

N ew  Hampshire  Blue Cross & Blue Shield found these 
d is turbing resul ts  of a mandated mental  health benefit:
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M E N T A L  H E A L T H  B E N E F I T S

When Mental Health*
Was Mandated . . .  In 29 States

1973 Ca l i f o rn ia
M a r y l a n d  (enr iched 1975) 
Massachuse t ts  (enr iched 1982)  
O regon

1974 I l l ino is  (enr iched 1977 )
1975 Connecticut  (enr iched 1982)

Louis iana
Minneso ta
New  Hampsh i r e  (enr iched 1983)  
No r t h  Dako ta

1976 C o l o r ado
F l o r i da (enr iched 1983) 
Ve rmon t
Vi rg in ia  (enr iched 1977) 
Wi scons in

1977 New  Yo rk  
West  Vi rg in ia

1978 Kansas
1979 Ar iz ona

A rk an s a s  (enr iched 1983) 
Ma ine  (enr iched 1983) 
Tennessee  (enr iched 1980)

That > 22  sta les in the lil/O's.
m m Missour i

Oh i o
1981 Geo rg ia  (enr iched 1984)

Mich igan
T exa s

1982 (none; but see 1973 and 1975)
1983 Wash ingt on
1984 Hawa i i
Thai s  another 7 sto ics a lready  
in the

*n o l  coun t ing a l c oho l i sm  (38 s ta les )  and 
d rug  abu se  (15  s l a t e s ) ,  bene f i t s  wh ich  
i n v o l v e  men ta l  hea l th  se rv ices ,  these o f ten 
m a n d a t e d  ahead  o f  the m en t a l  h e a l t h  
benef i t  i t se l f
M eanwh i l e ,  34 s ta t es  manda te pay ing f o r  
ps ycho log i s ts ,  6 f o r  psych ia t r i c  nurses  
and  10 f o r  social  w o rk e r s .

* n o t c o u n t in g  m e n ta l ly  h a n d ic a p p ed  
(32  statesJ

' Psych ia t r ic  inpatient c la ims have n»l decl ined.
c H o s p i l n l  l e ng th  cif s l a y  f o r  such  d i s o r d e r s  hr. ; 

increased.
* A 54% increase in cos Is I lie: second year ,  a 245 

increase in f o u r  years.
* C omm un i t y  men ia l  hcal l l i  cen le r  ra l es  have gone t.p 

2 0%  f a s t e r  t h a n  the fe e s  c h a r g e d  b y  p r i v . T r  
psych i a t r i s t s .

S im i l a r l y ,  a s tudy  o f  CM AM  P U S  (heal th p r og r am  i : 
dependents  o f  those in m i l i t a ry  se rvice)  s h ows  that. 
c l a im -h ea vy  Hawa i i ,  social  w o r k e r s  charged more  I hr." 
p syeh ia t r i s l s .  and more than ha l f  o f  their c la ims  wer-r 
d i s a l l owed  because o f  price.
Massachuse t t s  was  one o f  fou r  s t a les  to feel ( l ie ini l . - !  
impact  o f  s ta l e -manda ted  menta l hea l th coverage .  Tr. r 
y e a r  was  1072.
Ca l i f o rn i a ,  M a r y l a n d  and O regon were in I ha I ma ic r c  
group .
Out it is Massachuse t t s  which sums  up the resul t  
those 12 years .  S a y s  John T homp son ,  p res ident  o f  B!_e 
Sh ie ld  o f  Mas sachuset ts  (w i th  Blue C ro s s -B lue  S h i L d  
the biggest hea l th  insurers  in the sta le and nom ir . i l  
targets o f  the 1072 legis lat ion) :

" P r i o r  io the mandated SliOO menta l heal th benefit , 
the P lan pa id S i . 9 mi l l i on f o r  outpat ient  menta l 
hea l th  benef i ts .  Payment s  have  increased by 2,400% 
. . .  exceeding $ 4 8  mi l l i on in 1985.
"M o r e o v e r ,  the re  a re  n ow  mo r e  than 6 , 0 0 0  p s y ­
ch ia t r i s t s ,  and  l icensed c l inica l  independent  social 
w o r k e r s  par t ic ipat ing in the benef it  . . .  a ra t io  o f  one 
men ta l  hea l th  p ro v ide r  fo r  e ve r y  6CG c i t i zens . . .  the
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highest  o f  a n y  s t a l e  in the c o u n t - y .  M a n d a t i n g  
r e im b u r s e m e n t  p o l i c i e s  f o r  t h i r d - p a r t y  p a y o r s  
increases the p r o l i f e ra t i on  o f  p ro v ide rs . "

WISCONSIN CARE BOOMING
Wisconsin’s experience matches Massachusetts':
•  In 1974 when men ta l  hea l th  benef i ts  were mandated ,  

there were 39 a pp r o v ed  outpat ient  cl inics in the state.
• By 1984, c l i n i c s  b a l l o o n e d  to 9 3 9  and  a r e  " s t i l l  

increasing. "
Similar ly ,  says Blue Cross & Blue Shield United of 
Wisconsin:
• In 1974. menta l  heal th c la ims amoun ted  to 25c a month 

per  subscr iber .
• By 1984, that f igure had jumped  loS1 .5 (», " f l y ing in the 

face o f  rea sonab le  cos t -con ta inmen l  e f fo r t s . "
Other Blue Cross & Blue Shie ld Plans have looked at 
menlal -heal lh mandates on the basis o f  added fees to the 
subscriber:
• SO ex t ra  f am i l y  fees per  mon th in Massachuset ts ,
• "near ly $5" in Kansas,  and
• “ between S2 and S3"  in M a r y l a n d .
No  s oone r  did the S u p r em e  Cour t  hand d own  its ru l ing 
that s t a les  had a r ight to manda te  benef i ts  than a b i l l  was 
in t roduced ask ing  Massachuse t t s  l eg is la to rs  to increase 
the menta l  heal th  manda ted psycho the r apy  benef i t f rom 
S500 to S i , 000 .  But that w a s  one o f  o n l y  dozens o f  such 
legislat ive th rus ts  p r o v o k ed  by the decis ion.
S tates  a re  accused oT "dump ing . ”  get t ing rid o f  thei r 
social  re spons ib i l i t y .  | ames  Young ,  ML), vice president o f  
Blue Sh ie ld  o f  Massachuse t t s ,  exp l a i ns  h ow  pressu res  
deve lop : The  s ta te  moved to d e - i n s l i l u l i o n a l i z e  menta l  
pa t ient s :  at the s ame  t ime ,  the l e g i s la tu r e  “ pas sed  
manda led-benef i . l s  l egis la t ion to fac i l i ta te it."
K e v i n  D w y e r  in the H U SIN ESS  JO U KN A I. s a y s  that  
"manda tes  have been a boon to outpat ient  t rea tment  and 
counse l ing centers , the home hea l th  care indust ry ,  c h i r o ­
p ract o rs ,  o p t om e t r i s t s ,  even g o v e r nm en t - r u n  hea l th  
services agencies ."
A business regulation committee in Maine was told that 
the proposed mental health bill (1983) "is without cosl- 
restraint . . .  no regulatory restraints on the cost or 
growth of mental health (services). . .  not subject to rate 
review, certificate of need, or even health planning 
(except for inpatient beds) . . .  and precluded the selec­
tive contracting, fee negotiations, preferred provider 
arrangements or capitated reimbursement mechanisms 
which hold so much promise in the area o f cost contain­
ment." The law passed anyway. !■

*»s
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PREVALENCE A N D  CHARACTERISTICS

• Over 600 state mandated health benefits er.ist. Approximately 50 of 
these are aandated offerings, and the rest are mandated benefits.

Mandated health benefit laws require Insurers to provide or to 
make available particular benefits in their health insurance 
policies. Mandate laws come in two general forms: a mandated
benefit is one which must be included in ail policies written by 
the insurer; a mandated offering need not be included in all 
policies, but must be made available to groups requesting it.*

The Blue Cross and Blue Shield Association differentiates 
between four types of mandated benefit laws, those concerned with:

1. providers —  payment for services by a type of practitioner;

2. services —  coverage of specific illnesses or treatment methods;

3. beneficiaries —  coverage for p arti cular dependents under plan; 

t. continuation —  continuation or conversion of coverage.

The emphasis of mandated benefits and offerings has changed 
over time. The first "generation" of laws expanded coverage to 
professionals previously excluded (e.g., dentists, chiropractors, 
psychologists). The next groups provided an expanded range of 
services (e.g., maternity coverage, newborn care) and benefits 
oriented to both providers and services (e.g., Alzheimer's disease, 
substance abuse treatment). Federal and state budget cuts prompted 
mandates to support community health centers, state institutions, 
and other publicly oriented health services. Benefits now may 
enter a new generation, as more states pass laws restricting new 
mandated health benefits.

• All states mandate at least some benefits, although there Is wide 
variation in numbers and types of laws.

Delaware, Idaho, and Vermont each provide fewer than six 
mandated benefits. California, Connecticut, Maryland, Minnesota, 
and New York offer more than 21 mandated benefits or offerings.
The largest number of states offer between six and ten mandates or 
offerings.

* The vast majority of these laws mandate benefits rather than 
offerings. Throughout this paper the term "mandated benefit" will be 
used in reference to both mandated benefits and offerings, unless 
otherwise specified.


