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MY NAME IS DENNIS VETTESE. AND 1 AM A SITKA SCHOOL BOARD MEMBER.
I SUPPORT THE PASSAGE OF CSSB-222 FOR SEVERAL REASONS.
/ P t f - v - r  TU€rA.c- W e u i 'b

FIRST, PASSAGE OF THIS LEGISLATION WOULD SEND A CLEAR MESSAGE TO 
OUR YOUTH- THAT IS THAT WE DO NOT CONDONE SMOKING. OUR TEACHERS 
ARE VIEWED AS ROLE MODELS AND IF THESE INDIVIDUALS ARE OBSERVED 
SMOKING OR SMELL LIKE THEY HAVE BEEN SMOKING THEN THIS COULD BE 
TAKEN BY OUR HIGHLY IMPRESSIONABLE YOUTH THAT IT IS OK FOR THEM 
TO ALSO START SMOKING. THEY COULD RATIONALIZE THAT IF THEIR ROLE 
MODELS SMOKE- THEN SMOKING MUST NOT BE THE TERRIBLE HABIT THAT 
EVERYONE KEEPS TELLING THEM ALL ABOUT,

SECOND, WE MUST DO ALL WE CAN TO STOP OUR YOUTH FROM STARTING TO 
SMOKE. '  IS BILL WILL HELP INFLUENCE THAT DECISION. ONCE A
TEENAGER STARTS SMOKING (WHICH IS IN ITSELF A NICOTINE 
ADDICTION), THIS SMOKING OFTEN LEADS TO THE USE OF OTHER DRUGS 
SUCH AS MARIJUANA AND COCAINE. THIS IS WHY SMOKING OR NICOTINE 
ADDICTION IS OFTEN VIEWED AS A GATEWAY DRUG. IF WE WANT OUR 
SCHOOLS TO BE TRULY DRUG FREE- THEN WE SHOULD PROHIBIT SMOKING IN 
THEM,

LAST OF ALL, NO SMOKING IN SCHOOLS WILL CREATE A HEALTHIER 
LEARNING ENVIRONMENT FOR STUDENTS AND A HEALTHIER WORKING
ENVIRONMENT FOR TEACHERS,

A

I
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S e n a t e  J u d i c i a r y  C o m m i t t e e

A p r i l  1 3 , 1990

MEMORANDUM

TO: R e p r e s e n t a t i v e  Jo h n n y E l l i s ,  C ha irm an
House HESS C omm it te e

FROM: S e n a to r J a n F a ik s , C ha irm an
S e n a te J u d i c i a r y  C omm it te e

SUBJECT: SB 222 "An A c t r e l a t i n g  t o  sm ok in g i n  c e r t a i n
v e h i c l e s  and in d o o r  p l a c e s . "

S e n a te B i l l  222 ha s been r e f e r r e d  t o  t h e  HESS C omm it te e f o r  
c o n s i d e r a t i o n .  T h i s  b i l l  amends A la s k a  la w  r e l a t i n g  t o  
sm ok in g i n  c e r t a i n  p u b l i c  p l a c e s . I t  was in t r o d u c e d  a t  t h e  
r e q u e s t o f  t h e  A m e r ic a n  Lung A s s o c i a t i o n  o f  A la s k a , as p a r t  o f  
t h e i r  Toba cco F re e A la s k a  2000 p ro g ram .

A t t h e  p r e s e n t t im e ,  a p p r o x im a t e l y  26% o f  Am e r ic a n s o ' e r  t h e  
age o f  16 smoke c i g a r e t t e s .  A la s k a n s  smoke a t  a r a t e  5% 
g r e a t e r  t h a n  t h e  n a t i o n a l r a t e .

A c c o r d in g  t o  t h e  S u rg eo n G e n e ra l , c i g a r e t t e  sm o k in g i s  t h e  
s i n g l e  m o s t im p o r t a n t  e n v i r o n m e n ta l f a c t o r  c o n t r i b u t i i  g t o  
p re m a tu r e  m o r t a l i t y  i n  t h e  U n i t e d  S t a t e s .  Each y e a r , sm ok in g 
cau se s t h e  d e a th s  o f  more th a n  30 0 ,0 0 0 Am e r ic a n s , p r i n c i p a l l y  
f ro m  h e a r t  d i s e a s e , c a n c e r and c h r o n i c  o b s t r u c t i v e  lu n g  
d i s e a s e . I n  1985 , t h e r e  w e re e s t im a t e d  t o  be 261 sm ok in g 
a t t r i b u t a b l e  d e a th s  i n  A la s k a . T h is  was 14% o f  t h e  s t a t e ' s  
m o r t a l i t y  t h a t  y e a r . The e s t im a t e d  t o t a l  f o r  m e d ic a l c a r e  due 
t o  sm ok in g i n  A la s k a  i n  1985 was $52.<■ m i l l i o n .  T h is  does n o t 
t a k e  i n t o  a c c o u n t l o s t  wages due t o  i l l n e s s ,  o r  lo s s e s  t o  
em p lo y e rs  because o f  in c r e a s e d  in s u r a n c e  p rem ium s and 
a b s e n te e ism .

The trem endo u s s o c i a l  harms caused d i r e c t l y  o r  i n d i r e c t l y  by 
c i g a r e t t e  sm ok in g c a n n o t be d i s p u t e d , i n  an e f f o r t  t o
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en co u ra g e p e o p le  n o t t o  smoke, and t o  p r o t e c t  t h e  h e a l t h  and 
w e l l  b e in g  o f  no n -sm o ke rs who m us t b r e a t h e  s e c o n d a r y  smoke, 
many j u r i s d i c t i o n s  i n c l u d i n g  A la s k a  ha ve e n a c te d  la w s 
r e s t r i c t i n g  sm ok in g i n  p u b l i c  p l a c e s .

A t t h e  p r e s e n t t im e , 42 s t a t e s  and t h e  D i s t r i c t  o f  C o lum b ia 
r e s t r i c t  sm ok in g i n  some manne r i n  p u b l i c  p l a c e s . These law s 
ra n g e f rom  s im p le , l i m i t e d  p r o h i b i t i o n s  t o  c om p re h e n s iv e  c le a n  
in d o o r a i r  la w s t h a t  l i m i t  o r  ban sm o k in g i n  v i r t u a l l y  a l l  
p u b l i c  p la c e s . A l a s k a ' s  la w  was e n a c te d  i n  ‘>984, and was 
p r e d i c a t e d  on t h e  f o l l o w i n g  l e g i s l a t i v e  f i n d i n g . :

1 . numerous s t u d i e s  have shown s e c o n d -h a n d smoke t o  be a 
s i g n i f i c p . i t  h e a l t h  h a z a r d ;

2 . r e c e n t  c o u r t  d e c i s i o n s  r e c o g n i z e  an em e rg in g  r i g h t  o f  
em p lo ye e s t o  w o rk i n  a sm o k e - f r e e  e n v i r o n m e n t ; and

3 . sm o k in g r e s u l t s  i n  in c r e a s e d  c o s t s  t o  em p lo y e rs  and 
t h e  p u b l i c  i n  t h e  fo rm  o f  more f r e q u e n t  a b s e n te e ism  
by em p lo yee s who smoke and h i g h e r  c o s t s  f o r  h e a l t h  
in s u r e tn c e , f i r e  in s u r a n c e , l i f e  in s u r a n c e  and 
w o r k e r s ' c om p e n s a t io n .

I n  o r d e r  t o  a d d re s s  th e s e  f i n d i n g s ,  c u r r e n t  la w  s p e c i f i e s  
c e r t a i n  p u b l i c  p la c e s  and v e h i c l e s  i n  w h ic h  sm o k in g i s  
r e g u l a t e d . I n  t h e s e  s p e c i f i e d  p la c e s , sm o k in g and n o n -sm o k in g  
a re a s mus t be d e s ig n a t e d . S ig n s  m us t be p o s te d  t o  a c c o m p l i s h  
t h i s .  P e rs o n s who v i o l a t e  t h e  r e q u i r e m e n t t o  p o s t  s ig n s  o r  
who smoke i n  a d e s ig n a t e d  n o n -sm o k in g  a re a  a r e  s u b j e c t  t o  
c i v i l  p e n a l t i e s .

CSSB 222 (SA) am r e v i s e s  c u r r e n t  la w  by e s t a b l i s h i n g  tw o 
c a t e g o r i e s  o f  p u b l i c  p l a c e : th o s e  i n  w h ic h  sm ok in g i s  
r e g u la t e d , as w i t h  c u r r e n t  la w , and th o s e  i n  w h ic h  sm ok in g i s  
a b s o l u t e l y  p r o h i b i t e d .  The b i l l  t a k e s  some o f  t h e  p la c e s  
c u r r e n t l y  on t h e  r e g u l a t e d  sm ok in g l i s t  and moves them t o  t h e  
new sm ok in g p r o h i b i t e d  l i s t .  I t  adds s e v e r a l t y p e s  o f  p la c e s  
n o t c u r r e n t l y  m e n t io n e d  i n  t h e  la w  t o  t h e  r e g u l a t e d  sm ok in g 
l i s t .  F i n a l l y ,  i t  p r o v i d e s  t h a t  a p e r s o n  i n  c h a rg e  o f  a p la c e  
on t h e  r e g u l a t e d  sm ok in g l i s t  m us t c o n s i d e r  o n l y  t h e  h e a l t h  o f 
no n -sm o ke rs i n  d e s i g n a t i n g  a sm ok in g a r e a , and n o t t h e  
c o n v e n ie n c e o f  sm oke rs . A s e c t i o n a l a n a l y s i s  o f  t h e  b i l l  i s  
a t t a c h e d .

CSSB 222 (SA) am w i l l  c l o s e  lo o p h o le s  i n  t h e  c u r r e n t  la w , and 
more a d e q u a te ly  a d d re s s  t h e  f i n d i n g s  c o n t a in e d  i n  t h e  1 9 b i 
l e g i s l a t i o n .  I t  p r o t e c t s  t h e  h e a l t h  o f  n o n - sm o k e r s , t h e  p i i.ne 
d u t y  o f  g o ve rnm e n t i n  t h i s  a r e a , and i t  moves us one s te p  
c l o s e r  t o  a sm o k e - f r e e  A la s k a .



SECTIONAL ANALYSIS

CSSB 222 (SA) am

S e c t i o n  1 . Makes changes t o  AS 1 8 .3 5 .3 0 0 , w h ic h  l i s t s  
v e h i c l e s  and p la c e s  i n  w h ic h  smo'c ing m us t be r e g u l a t e d  by th e  
d e s i g n a t i o n  o f  sm o k in g and n o n -sm o k in g  a r e a s . New p la c e s  
added t o  t h i s  l i s t  i n c l u d e  t h e  f o l l o w i n g :

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

i n s t i t u t i o n  o r  a d u l t  day c a r e  f a c i l i t y ;  
a room , cham be r o r  o t h e r  p la c e  u n d e r t h e  c o n t r o l  o f  t h e  

S en a te o r  House i f  no p u b l i c  m e e t in g  i s  i n  p r o g r e s s ; 
a r e s i d e n t i a l  h e a l t h  c a r e  f a c i l i t y ,  o r  a p u b l i c  o r  p r i v a t e  

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

a c o r r e c t i o n a l  f a c i l i t y ;  and 
a P io n e e r s ' Home.

A number o f  p la c e s  c u r r e n u l y  on t h i s  l i s t  a re  d e l e t e d ,  and 
moved t o  new AS 1 8 .3 5 .3 0 5 , w h ic h  p r o h i b i t s  any sm ok in g (see 
s e c t i o n  2 ) .

S e c t i o n  2 . Adds new AS 1 8 .3 5 .3 0 5 , w h ic n  l i s t s  p la c e s  i n  
w h ic h  sm ok in g i s  a b s o l u t e l y  p r o h i b i t e d .  These p la c e s  i n c l u d e  
t h e  f o l l o w i n g :

a p u b l i c  o r  p r i v a t e  e le m e n ta r y  o r  s e c o n d a r y  s c h o o l ,
p r e - s c h o o l ,  o r  c h i l d r e n ' s  da y c a r e  f a c i l i t y .  I f  t h e  
s c h o o l o r  day c a r e  f a c i l i t y  i s  i n  a p r i v a t e  
r e s i d e n c e , th e n  t h e  p r o h i b i t i o n  o n l y  a p p l i e s  d u r i n g  
t h e  h o u r s  when t h e  re s id e n c e  i s  b e in g  used as a 
s c h o o l o r  da y c a r e  f a c i l i t y ,  and i n  t h e  rooms used as 
a s c h o o l o r  day c a re  f a c i l i t y .  T h is  s e c t i o n  does n o t 
a p p l y  t o  an e le m e n ta r y  o r  s e c o n d a ry  s c h o o l t o  t h e  
e x t e n t  t h a t  i t  c o n f l i c t s  w i t h  a c o l l e c t i v e  b a r g a i n i n g  
a g re em e n t ;

a room , cham be r , o r  o t h e r  p la c e  u n d e r t h e  c o n t r o l  o f  t h e
s t a t e  o r  a p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e  w h i l e  a 
p u b l i c  m e e t in g  o r  p u b l i c  a s s em b ly i s  i n  p r o g r e s s ; and 

a p u b l i c  o r  p r i v a t e  l a b o r a t o r y  o r  o f f i c e  a s s o c ia t e d  w i t h  
d e n t a l c a r e , h e a l t h  c a r e , o r  th e  h e a l i n g  a r t s ,  and a 
p u b l i c  o r  p r i v a t e  h o s p i t a l ,  o r  o t h e r  n o n r e s i d e n t i a l  
h e a l t h  c a r e  i n s t i t u t i o n  o r  f a c i l i t y .  T h is  s e c t i o n  
does n o t a p p l y  t o  an o f f i c e  o r  f a c i l i t y  engaged 
p r i m a r i l y  i n  p r o v i d i n g  m e n ta l h e a l t h  s e r v i c e s ;  and 

an e l e v a t o r .



S e c t io n s  3 and 4 . Makes a t e c h n i c a l  change t o  AS 1 8 .3 5 .3 1 0 , 
t o  p r o v i d e  t h a t  sm o k in g on s ta g e  as p a r t  o f  a t h e a t r i c a l  
p r o d u c t i o n  i s  n o t p r o h i b i t e d  by new AS 1 8 .3 5 .3 0 5 .

S e c t i o n  5 . Amends AS 1 3 . 3 5 . 3 2 0 ( c ) .  C u r r e n t law  p r o v i d e s  
t h a t  i n  d e s i g n a t i n g  a sm ok in g a re a , a p e r s o n  s h a l l  accommodate 
t h e  needs o f  sm oke rs and n o n -sm o k e r s . T h is  s e c t i o n  p r o v i d e s  
t h a t  i n  d e s i g n a t i n g  a sm o k in g a re a , a p e r s o n  s h a l l  o n l y  
c o n s id e r  t h e  h e a l t h  conseq uen ce s t o  t h e  n o n -sm o ke rs u s in g  t h e  
f a c i l i t y .

S e c t i o n s  6 - 1 4 .  These s e c t i o n s  make t e c h n i c a l  changes t o  
t h e  c u r r e n t  la w  t o  r e f l e c t  t h e  a d d i t i o n  o f  new AS 1 8 .3 5 .3 0 5 .



§ 18.35.300 A l aska Statutes § 18.35.300

(5) "spec ia l even ts " means even ts in v o lv in g  pub lic ga th e r in g and 
sha ll in c lu de a th le t ic  and sp o r t in g events w here the pub lic 
congregates, w h ich sha ll in c lude b u t no t be lim ite d  to dog sled rac ing , 
horse ra c in g , snowm ob ile races, s k i i in g  events, sa lm on derb ies, and 
o th e r a c tiv it ie s ;
(6) " ta v e rn " means a place m a in ta in e d o r he ld o u t to the pu b lic fo r 

purposes o f sale and on-prem ise consum p tion o f a lcoho lic beverages;
(7) " to i le t accommodations” means a fa c i l i ty  a va ila b le to th e pub lic 

cons is tin g o f an approved flu sh -typ e commode, u r in a l, p r iv y , self-con­
ta ined p r iv y  o r any o th e r device approved by the de pa rtm en t fo r 
co n ta inm en t and disposal o f hum an wastes and sha ll in c lude la v a to ry 
fa c il it ie s w here p ra c tic a l. (§ 1 ch 58 S L A  1974; am § 3 ch 78 SLA 
1976; am E.O . No. 51, § 36 (1981))

R ev iso r ’s notes. —  Reorganized in 
1986 to alphabetize the defined terms.

A r t ic le  4. H e a lth  N u is a n c e s .

Section Section
?Q0. Smoking in certain vehicles and 341. Citations; penalty

indoor places prohibited 342. Multiple fines prohibited
310. Exemptions 343. Inunctions
320. Designation o f smoking sections 350. Enforcement authority
330. P ;splay o f smoking and no smoking 355. Public education

signs 365. Definitions
340. C ivil complaints; penalties

C ross re fe rences . —  For legislative 
findings in connection with ch. 34, SLA 
1984, see § 1, ch. 34, SLA 1984 in the 
Temporary nnd Special Acta.

Opin ions o f  a tto rn ey  gene ra l. —  In 
light o f the repeal o f former AS 18,35.360, 
which granted the Department o f Envi­
ronmental Conservation's HUthori’ y to 
write regulations in implementation o f 
this article, the department may promul­
gate legislative-type regulations which 
are tru ly necessary to implementation o f

the article; (2 ) the department may not 
promulgate other legislative-type regula­
tions, such as those which ore helpful but 
not strictly necessary to the statutory 
scheme; and (3 ) the department may issue 
interpretive regulations which offer sug­
gested guidelines on implementing the a r­
ticle. June 22, 1984, Op. Att'y Gen.

C o lla te ra l re fe rences. —  39 Am. Ju r. 
2d, Hcahh. §5 24, 25. 41-44.

39A C J .S .. Health and Environment, 
§§ 26. 27,

Sec. 18.35.300. S m o k in g  in  c e r ta in  v e h ic le s  a n d in d o o r p la c e s 
p ro h ib i te d . Sm ok in g in  any fo rm  is a nu isance and a pub lic hea lth 
hazard and is p ro h ib ite d in the fo llo w in g veh ic les and indoo r places, 
except as o th e rw ise prov ided by th is  chap te r:
( 1 ) a veh ic le o f pub lic tra n sp o r ta t io n and a w a it in g  o r boa rd ing area 

fo r a veh ic le o f pub lic tra n sp o rta tio n , in c lu d in g a bus, fe r ry  vessel, 
tra in , lim ou s in e fo r h ire , ta x icab , o r scheouled in tra s ta te  a irc ra ft, 
f l ig h t when cons is ten t w ith  federa l low ;

82



§ 1° 35.310 H e a l t h a n d  Safety § 18.35.310

(2) an e le va to r;
(3 ) a p lace o f em p loym en t, a b u ild in g  o r o th e r s tru c tu re , o r a por­

t io n  o f them , owned, leased, o r opera ted by the s ta te o r a p o lit ic a l 
subd iv is io n o f th e s ta te , in c lu d in g  an office , lib ra ry , m useum , th e a te r, 
conce rt h a ll, conven tion h a ll, gym nas ium , sw im m in g pool, o r o th e r 
place o f e n te r ta inm e n t o r re c rea tion ;
(4) a pu b lic o r p r iv a te  school, pre-school, o r day care fa c il ity ;
(5 ) a cou rtroom  o r ju r y  d e lib e ra tio n room ;
(6 ) a room , cham ber, o r o th e r place unde r the con tro l o f th e s ta te o r 

a p o lit ic a l subd iv is io n o f th e s ta te w h ile  a pu b lic m ee tin g o r pu b lic 
assembly is in  progress;
(7 ) a pa tie n ts ’ o r v is ito rs ’ w a it in g  room o r res troom  o f a pu b lic o r 

p r iv a te  la b o ra to ry o r office associated w ith  den ta l care , h e a lth  care, o r 
tho h e a lin g a rts , and a w a it in g  room , restroom , lobby, o r h a llw a y o f a 
pu b lic o r p r iv a te  ho sp ita l, n u rs in g home, re s t home, o r o th e r he a lth 
care in s t i tu t io n  o r fa c i l ity ;
(8) a food serv ice e s ta b lis hm en t th a t has a sea tin g capac ity o f a t 

leas t 50 persons;
(9) a g roce ry sto re o r o th e r sto re m a in ta in e d p r im a r i ly  fo r the re ta i l 

sale o f food products ; and
( 10) a place o f em p lo ym en t in  w h ich th e owne r, m anage r, p ro p r i­

e to r, o r o th e r person who has con tro l o f th e prem ises posts a s ign 
s ta t in g  th a t sm ok ing is p ro h ib ite d by law . (§ 1 ch 125 S L A  1975; am 
§ 2 ch 34 S L A  1984)

E ffec t o f  nmendments. — The 1984 
amendment rewrote thia section.

Sec. 18.35.310. E x e m p t io n s . The p ro h ib it io n  set o u t in  AS
18.35.300 does no t app ly to
( 1 ) a p o rtio n o f a place o r veh ic le th a t is designa ted as a sm ok in g 

section unde r AS 18.35.320;
(2) a lim o u s in e fo r h ire  o r ta x icab , i f  th e d r iv e r consents and the 

d r iv e r asce rta in s th a t a ll passengers consent to sm ok in g in  the v e h i­
cle;
(3) sm ok in g by pe rfo rm e rs on the stage as p a r t o f a th e a tr ic a l o r 

e n te r ta inm e n t p roduc tion . (§ 1 ch 125 S LA 1975; am § 3 ch 34 S LA  
1984)

E ffec t o f  nmendmentii. — The 1984 
amendment rewrote this section.
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Sec. 18.35.320. D e s ig n a t io n  o f s m o k in g  se c tio n s , (a) A person in  
charge o f an indoo r place o r veh ic le o f p u b lic tra n s p o r ta t io n described 
in AS 18.35.300 may designa te po rtio ns o f the place o r veh ic le as 
sm ok ing sections. For purposes o f th is  section , "veh ic le o f pub lic tra n s ­
p o r ta t io n " does no t inc lude a ta x ic a b o r l im i us ine fo r h ire , and "in d o o r 
p lace" does no t inc lude an e leva to r.
(b) The person who cha irs the Rules C om m itte e in  a house o f the 

le g is la tu re is responsib le fo r the de s ign a tion o f sm ok in g sections u n ­
de r th is  section in  the le g is la t iv e offices, com m itte e rooms, and o th e r 
places unde r th e con tro l o f th a t house. The a u th o r ity  to designa te a 
sm ok ing section m ay no t be used to im pede the w o rk o f a conference 
comm ittee .
(c) A  person who designates a sm ok in g section un de r th is section 

sh a ll m ake reasonable accommodations fo r th e needs o f the smokers 
and nonsm okers who uso th e place o r veh ic le .
(d) N o tw ith s ta n d in g  any o th e r p ro v is io n in  th is  chap te r, a sm ok ing 

section m ay no t be designa ted un de r th is  sec tion fo r s tuden ts on the 
grounds o f o r in  an e lem en ta ry o r secondary school, indoors o r ou t­
doors. (§ 1 ch 125 SLA 1975; am § 4 ch 34 S LA 1984)

E ffec t o f  am endm ents. — The 1984 
amendment rewrote this se:ti>n.

Sec. 18.35.330. D is p la y  o f s m o k in g  a n d  n o  s m o k in g  s ig n s , (a) 
A  person in  charge o f a p lace o r veh ic le described in  AS 18.35.300, 
except a lim o u s in e fo r h ire  o r tax icab , s h a ll consp icuous ly d isp la y in  
the place o r veh ic le a iign th a t reads "Sm o k in g P ro h ib ite d by L aw  —  
M ax im um  F in e $50" and th a t inc ludes th e in te rn a t io n a l sym bo l fo r no 
sm ok ing .
(b) In  a place o r veh ic le in  w h ich a sm o k in g section has been desig­

na ted unde r AS 18.35.320, th r person in cha rge o f the p lace o r veh ic le 
sh a ll consp icuous ly d isp la y signs th a t spec ify the po rtio n s o f th e place 
o r veh ic le in w h ich sm ok ing is a llow ed by law  and in w h ich sm ok in g 
is p ro h ib ite d by law .
(c) A  s ign re qu ired by th is  section m us t be a t leas t 18 inches w ide 

and s ix inches h igh , w ith  le t te r in g  a t lea s t 1.25 inches h igh .
(d) The depa rtm en t sh a ll fu rn is h  sign? re qu ire d un de r th is section 

to a person who requests them  w ith  the in te n t io n  o f d is p la y in g them . 
(§ 1 ch 125 S LA  1975; am § 5 ch 34 S L A  1984)

E ffec t o f  amendments. — The 1984 
amendment rewrote this section.
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Sec. 18.35.340. C iv i l c o m p la in ts ; p e n a lt ie s , (a) The comm is ­
s ione r sh a ll develop and m a in ta in  a procedure fo r processing repo rts 
o f v io la tio n s o f AS 18.35.300 and 18.35.330.
(b) If , a fte r in v e s tig a tin g a repo rt made unde r th is  section , the com ­

m iss ione r de te rm ines th a t a v io la t io n  has occurred , ( 1 ) the comm is­
s ione r m ay file  a c iv i l com p la in t in  the d is t r ic t c o u r t to enforce the 
p rov is ions o f AS 18.35.300 —  18.35.365; o r (2) an employee o f the 
depa rtm e n t designa ted by the comm iss ione r to en fo rce th e prov is ions 
o f AS 18.35.300 —  18.35.365 m ay issue a c ita t io n  un de r AS 
18.35.341(b). I f  an employee o f the depa rtm en t issues a c ita t io n , the 
v io la t io n  sha ll be processed and disposed o f un de r AS 18.35.341.
(c) A  person who v io la te s AS 18.35.300 and against, w hom the com ­

m iss ion e r has file d a c iv i l com p la in t unde r th is sec tion is pun ishab le 
by a c iv i l fin e o f no t less th a n $10 no r more th a n $50. A  person who 
v io la te s AS 18.35.330 and aga in s t w hom  the comm iss ione r has file d  a 
c iv i l c om p la in t unde i th is  section is pun ishab le by a c iv i l fin e o f no t 
less th a n $20 no r m ore th a n $300. Each day a v io la t io n o f AS 
18.35.330 con tinues a f te r a c iv i l com p la in t fo r the v io la t io n  has been 
fi le d  and served on th e de fendan t cons titu te s a sepa ra te v io la tio n .
(d) The depa rtm en t m ay prov ide fo r the pa ym en t o f c iv i l fines u n ­

d e r th is  section by m a il. (§ 1 ch 125 S LA 1975; am  § 6 ch 34 SLA 
1984)

Rev iso r's  notes. —  In subsections (a) SCS CSHB 84 (F in ) was amended to effect 
and (b) o f this section, the phrase "or o f a the repeal o f AS 18.35.360. The umended 
regulation adopted under AS 18.35.360" b ill became ch. 34. SLA 1984. 
was deleted from each subsection in 1984 E ffec t o f  am endm ents. — The 1984 
to correct a manifest e rro r made when amendment rewrote this section.

Sec. 18.35.341. C ita t io n s ; p e n a lty , (a) A  peace o ff ic e r may issue a 
c ita t io n  fo r a v io la t io n  o f AS 18.35.300 comm itted in  th e o ffic e r ’s pres- 
* nee o r fo r a v io la t io n  o f AS 18.35.330. The p rov is ions o f AS 
12.25.180(b) and 12.25.190 —  12.25.230 app ly to th e issuance o f a 
c ita t io n  unde r th is  subsection .
(b ) A n  employee o f th e depa rtm en t designa ted by th e comm iss ione r 

to en fo rce the p rov is ions o f AS 18.35.300 —  18.35.365 m ay issue a 
c ita t io n  fo r a v io la t io n o f AS 18.35.300 o r 18.35.330 regard less o f 
w he th e r the v io la t io n was com m itte d in the em p loyee ’s presence. A 
c ita t io n  issued unde r th is  subsection sha ll be in th e same fo rm  and 
sha ll be processed in the same m anne r as a c ita t io n  issued by a peace 
o ffice r unde r (a) o f th is section. A n employee o f the depa rtm en t may 
no t a rre s t a person fo r a v io la t io n o f AS 18.35.300 o r 18.35.330.
(c) A person who v io la te s AS 18.35.300 o r 18.35.330 is g u il ty  o f a 

v io la t io n as de fined in AS 11.81.900(b) and upon con v ic tio n is pu n ish ­
ab le by a fin e o f nut less th a n $10 no r more th a n $50 fo r a v io la t io n ol 
AS 18.35.300 and by a fin e o f no t less th a n $20 no r more than $300 fo r
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a v io la t io n  o f AS 18.35.330. Each day a v io la t io n o f AS 18.35.330 
con tinues a fte r a c ita t io n fo r the v io la t io n  has been issued cons titu te s 
a sepa ra te v io la tio n .
(d) The supreme cou rt sh a ll es tab lish a schedule o f b a il am oun ts fo r 

v io la tio n s o f AS 18.35.300 and 18.35.330, bu t in no even t may th e b a il 
am oun t exceed the m ax im um  fine th a t m ay be imposed fo r the v io la ­
tio n u n d e r (c) o f th is  section . The ba il am oun t fo r a v io la t io n sh a ll 
appear on th e c ita tio n .
(e) A  person cited fo r a v io la t io n  un de r th is  section m ay , w ith in  15 

days a fte r th e date o f th e c ita t io n , m a il o r pe rsona lly d e liv e r to the 
c le rk o f th e cou rt in  w h ich the c ita t io n  is file d
(1 ) th e am oun t o f ba il ind ica ted on the c ita t io n fo r th a t v io la tio n ; 

and
(2) a copy o f the c ita t io n  in d ic a t in g  th a t the r ig h t to an appearance 

is w a ived , a plea o f no contes t is en te red and the ba il is fo rfe ited .
(f) W hen b a il has been fo rfe ite d u n d e r (e) o f th is section , a ju d gm en t 

o f conv ic tio n sha ll be en tered . F o rfe itu re  o f ba il is a comple te sa tis fa c ­
t io n  fo r th e v io la tio n . The c le rk o f th e co u r t accep ting th e ba il sh a ll 
p rov ide th e v io la to r w ith  a re ce ip t s ta t in g  th a t fac t.
(g) I f  th e person cited fa ils  to pay th e b a il am oun t es tab lished unde r

(d) o f th is  section o r to appear in  co u r t as requ ired , th e c ita t io n  is 
considered a summons fo r a m isdem eanor. (§ 7 ch 34 S LA 1984)

Sec. 18.35.342. M u l t ip le  fin e s p r o h ib i te d . A  person m ay no t be 
fined more th a n once fo r each v io la t io n  o f AS 18.35.300 o r IS .35 .330 . 
(§ 7 ch 34 S LA 1984)

Sec. 18.35.343. In ju n c t io n s . The comm iss ione r o r any a ffected 
p a r ty m ay in s t i tu te  an ac tion in  the supe rio r cou rt to e r 'o in  repea ted 
v io la tio n s o f AS 18.35.300 o r 18.35.330. (§ 7 ch 34 S LA 1984)

Rcvisor** notes. — The phrase "or o f a CSHB 84 fF in i was amended to effect the 
regulation adopted under AS 18.35.360" repeal o f AS 18.35.360. The amended b ill 
was deleted from this section in 1984 to became ch. 34 SLA 1984. 
correct a manifest error made when SCS

Sec. 18.35.350. E n fo rc e m e n t a u th o r i t y . The comm iss ione r o r the 
comm iss ione r's designee is respons ib le fo r en fo rc ing the p rov is ion s o f 
AS 18.35.300 —  18.35.365. T h is section does no t l im i t th e a u th o r ity  o f 
peace oiT ic tiS . lE .O . No. 51 § 37 (1981); am  § 8 ch 34 S LA 19841

H ev lso r ’s notes. — The phrase "and amended bill became ch. 34. SLA 1984. 
the regulations adopted under AS The word "section" was uddcd in the sec- 
18 35 360" was deleted trom this section ond sentence in 1981. 
in 1984 to correct a manifest e rro r made E ffec t o f  amendment*. — The 1 9K4
when SCS CSH 11 84 i Fini was amended to amendment rewrote the lin t  section, 
effect the repeal - f  AS 1835 .360 The which read 'The commissioner <>( environ­
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mental conservation or his designee is rc- AS 18.35.300 —  18.35.3-10 and the regula- 
sponsible for enforcing the provisions o f tions adopted under AS 18.35.360."

Sec. 18.35.355. P u b l ic  e d u c a t io n . The comm iss ione r sh a ll take 
app rop ria te measures to in fo rm  the pub lic o f the p rov is ions r.f AS
18.35.300 —  18.35.365. (§ 9 ch 34 S LA 1984)

Sec. 18.35.360. Regulations. (Repealed, § 10 ch 34 SLA 1984.]
Sec. 18.35.365. D e f in i t io n s . In AS 18.35.300 —  18.35.365,
( 1 ) "comm iss io ne r" means comm iss ione r o f en v iro nm en ta l conser­

va tio n ;
(2) "d ep a rtm e n t”  means the D epa rtm en t o f E n v iro nm e n ta l Conser­

va tio n . (§ 11 ch 34 SLA 1984)

C h a p te r  40 . S h e lte r  C ab in s  and C om fo r t  S ta tion s .
Section Section
10. She lte r cabins and comfort stations on 50. Prohibited acts and penalties

60. Exception
70. Damages fo r destruction o f o r in jury

airports
20. Shelter cabins on roads and trails 
30. Inspection o f cabins 
40. Cabins and fin is h in g *  property o f 

state
to she lter cabins

C o lla tc rn l re fe rences . — Establish­
ment. maintenance, and regulation o f 
tourist o r tra ile r camps by public authori­
ties. 22 ALR2d 774.

Racial o r religious discrimination in 
furnishing o f public utlities, services, or 
facilities. 5.1 ALR Id  1027.

Validity o f statutes, ordinances, and 
regulation requiring the installation o r 
maintenance o f  various bathroom facili­
ties in dwelling units. 79 ALR3d 716.

See. 18.40.010. S h e lte r c a b in s  a n d  c o m fo r t s ta t io n s  o n  a i r ­
p o r ts . The D epa rtm en t o f T ra n sp o rta tio n and P ub lic F a c ilit ie s may 
erec t and m a in ta in  sh e lte r cab ins and com fo rt s ta tio n s fo r th e accom ­
m oda tion o f tra ve le rs on the a irp o rts th ro u g h o u t th e s ta te w he re the 
fa c il it ie s  are re qu ired and necessary ou t o f funds app rop ria te d fo r the 
cons tru c tio n and m a in tenance o f roads and a v ia t io n  fie lds . Each she l­
te r cab in o r com fo rt s ta tio n >ha ll con ta in a su ita b le stove nnd o th e r 
fa c il it ie s  considered necessary by the D epa rtm en t o f T ra n sp o rta tio n 
and P ub lic F a c ilit ie s . ■$ 40-10-1 AC L A 1949: am * 9 a r t V I I t i t le  I I ch 
152 S LA 1957)
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(9) "n o n a tta inm e n t a rea " means a geograph ic area w here the a ir 
q u a lity  is sh o v n by m on ito r ?d da ta to exceed na tio n a l a ir q u a lity  
s tandards fo r any a ir p o llu ta n t;
v. 10) "p o llu ta n t em iss ions" means u n bu in e d hydroca rbons , carbon 

monoxide, oxides o f n itro gen , and p a rt ic u la te  m a tte r;
( 1 1 ) "p ro pe r m a in tenance ”  means th e use o f m a in tenance p u c - 

tices set iu t in th is  chap te r;
( 12 ) "q u a lif ie d  m echan ic " means a m echan ic who meets compe­

tency re qu irem en ts imposed by the im p lem en tin g agency fo r pe r­
sons who re p a ir veh ic les sub jec t to th is  chap te r;
(13) " re p a ir cost ce ilin g ”  means a l im i t th a t the im p !-* " .a n tin g 

agency m ay es tab lish on th e cost o f re pa irs necessary to ob ta in a 
ce rtif ic a te o f inspec tion when re p u ir w o rk is done by a qu a lif ie d 
mechanic ; and
(14) "u n a u th o rize d m od ific a tio n " means an eng ine o r em iss ions 

con tro l sys tem -re la ted m od ific a tio n th a t has no t been perfo rm ed 
accord ing to a re ca ll cam pu ign o r serv ice b u lle t in  au tho rized by a 
veh ic le 's m anu fa c tu re r; "u na u th o rize d m od ific a tio n " in c ludes the 
use o f a rep lacem en t em iss ions-re la ted p a r t th a t is no t fu n c t io n a lly  
eq u iva le n t to the o r ig in a l equ ipm en t p a r t th a t i t replaces, and the 
use o f ar y added p a r t o r system un less th a t p a r t o r system has been 
spec ifica lly approved fo r use by th e U.S. E n v iro nm en ta l P ro tec tion 
Agency, the C a lifo rn ia  A i r  Resources Hoard , o r by the A lu s k a De­
p a rtm en t o f E n v iro nm en ta l C onse rva tion . (EfT. 5/19/85, R eg is te r 94; 
am 6/2/88. R eg is te r 106)

A utho rity : AS 11.66.210 AC 46 03.190
AS 46 03.020410* AS 46.03.7901 a)
AS 46.03.140

E d ito r ’* note. A lint of npprovrd able fo r viewing at state libraries and rc-
part* and system* mentioned in ib AAC ponn l office* o f the Department o f Envi-
52.900(141 can be found in the S la te  A ir ronm rntnl Conservation
Quality Plan. Volume II I , which i» avail-

C H A P T E R  55 . S M O K IN G  IN  P U B L IC  P L A C E S
Section Section
10 Exemption* from «m<>Ktm: prohibition 50 Complaint procedure
20. Smoking urea* 60 Waiver o f provision*
30. Sign* 900 Definition*
40. i ’enaltir*

18 A A C  55.010. E X E M P T IO N S  F R O M  S M O K IN G  P R O H IB I ­
T IO N . (u> A n area may be designa ted as a sm ok ing area unde r AS 
18.35.310( 1> o n ly by the ow ne r, m anage r, p ro p rie to r, o r o th e r person 
who has con tro l ove r the premise*.-.
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(b) A n exem p tion unde r AS 18.35.310(4) m us t be in w r it in g , con­
ta in  a descrip tio n o f the exem pted urea and its loca tion , and be based 
upon docum en ta tion by a m echan ica l eng inee r reg is te red in the sta te 
th a t

( 1 ) the b u ild in g  o r room has to tu l a ir c irc u la t io n w h ich meets the 
m in im um  standa rds es tab lished by A S H R A E S tanda rd 62-73 
(1973); o r
(2 ) an e le c tro s ta tic p re c ip ita to r, a high -e lT ic iency f i l t e r , o r o the r 

device y ie ld s a ir q u a lity  in  the b u ild in g  o r room w h ich meets the 
m in im um  standards es tab lished by ASH R AE S tanda rd 62-73 
(1973).
tc) A  copy o f an exem p tion and app rop ria te do cum en ta tio n unde r

(b) o f th is  section m ust be file d  w ith  the depa rtm en t be fo re th e exemp­
t io n becomes effective .
(d) The de pa rtm en t w i l l , in  its d isc re tion , revoke an exem p tion de­

scribed in (b) o f th is section i f  the v e n t i la t in g  e c i ip m e n t o r o th e r 
device upon w h ich the exem p tio n is based is no t p ro pe r ly m a in ta in e d 
o r is no t used w h ile  the room o r b u ild in g  is occupied.
(e) A  s ta te agency o r depa rtm en t w h ich exem p ts a room o r b u ild in g 

unde r AS 18.35.310(4) m us t p rov id e fo r and designa te a c le a r ly sepa­
ra te no -sm ok ing area in  th e room o r b u ild in g  to w h ich th e exem p tion 
app lies. (E ff. 8/28/81, R eg is te r 79)

A utho rity : AS 18.35.310 AS 46.03.020
AS 18.35.360 AS 46.03.140

Ed ito r's  notes. — Copies o f ASHRAE ASHRAE. 345 East 47th t. New 
Standard 62-73 (1973) are availab le from  York , N .Y. 10017.

18 A A C  55.020. S M O K IN G  A R E A S , (a) Sub jec t to id ) and (e) o f 
th is  section and where sm ok in g is no t o the rw ise p ro h ib ite d by law , the 
owne r, m anager, p ro p r ie to r, o r o th e r person who has con tro l o f a v e h i­
cle o r place described in  AS 18.35.300(1), (4) o r (6 ) m ay designa te a 
sm ok ing area in the veh ic le o r place.
fb ) Subject to (d) and (e) o f th is  section and where sm ok in g is no t 

o the rw ise p ro h ib ite d by law . the owne r, m anager, p ro p r ie to r, o r pe r­
son who has con tro l o f a b u ild in g  described in  AS 18.35.300(2), (3), nr 
to), o r w h ich con ta in s a room described in AS 18.35.300(2), (3). o r (5), 
m ust designa te a t least one sm ok ing area in the b u ild in g .
<c) A sm ok ing area designa ted unde r th is  section m us t be a sepa­

ra te room , h a llw a y , o r en trance urea. Howeve r, in a b u ild in g  de­
scribed in AS 18.35.300(5), n r w h icn con ta in s a room described in AS 
18.35.300i5), the designa ted sm ok ing m eu m ay no t be a lobby o r h u ll­
way.
( i l l I f  a sm ok in g area designa ted is in a bus. it m us t be c le a r ly 

separated from  the pa rt o f the bus in w h ich sm ok in g is p ro h ib ite d , and 
it m ay not occupy more th a n on e -h a lf o f the to ta l passenger a rea o f th e
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bus. A sm ok in g area m ay no t be designa ted in a lim ous ine fo r h ire or 
in an e le va to r.
(e) A  sm ok in g area m ay no t be designa ted in a bu ild in g , veh ic le , o r 

o th e r place i f  the depa rtm en t de te rm ines in w r i t in g  th a t p ro h ib it in g  
the des igna tion is necessary to p ro te c t the pub lic sa fe ty o r to pro tec t 
and preserve the b u ild in g , veh ic le , o r place and its contents. The de­
p a rtm e n t w i l l d e liv e r a w r it te n  d e te rm in a tio n unde r th is subsection 
to the ow ne r, m anager, p ro p rie to r, or person who has con tro l o f the 
b u ild in g , veh ic le , o r place. (EfT. 8/28/81, Reg is te r 79)

A utho rity : AS 18.35.310 AS 46.03.020
AS 18.35.320 AS 46.03.140
AS 18.35.360

18 A A C  55.030. S IG N S , (a) A n owner, m anager, p rop rie to r, or 
o th e r person who has con tro l o f a veh ic le o r place described in AS 
18.35.300(1) —  (5) sh a ll consp icuously d isp la y in the veh ic le o r place 
signs re a d in g "Sm ok in g P roh ib ited by Law ,” un less sm ok ing is pe r­
m itte d in the veh ic le o r place unde r AS 18.35.310. The person sha ll 
d isp la y th e s igns so th a t a t leas t one s ign is leg ib le from any p a r t o f 
the veh ic le o r place ir. w h ich sm ok in g is p roh ib ite d . A  sign re qu ired by 
th is subsection m us t inc lude the in te rn a t io n a l sm ok ing -p roh ib ite d 
sym bo l.
(b) A n owner, m anager, p ro p rie to r, o r o th e r person who has con tro l 

o f a veh ic le o r place in w h ich a sm ok in g area has been designa ted 
unde r 18 A A C  55.020 sha ll consp icuous ly d isp la y in  the sm ok ing area 
signs de s ig n a tin g the area as one in w h ich sm ok ing is pe rm itte d . 
These s igns may no t be la rg e r th a n th e "Sm ok in g P roh ib ite d by L aw ” 
signs in th e same ''© h id e or place. S igns requ ired by th is subsection 
m us t in c lude the in te rn a tio n a l sm ok in g -p e rm itte d symbol.
(c) "S m o k in g P roh ib ite d by L aw " s igns in e le va to rs m ust be pe rm a ­

n e n tly and consp icuous ly mounted un de r glass o r o th e r clear, du rab le , 
and p ro te c tive mate ria l.-
(d> A d d it io n a l s igns o f the app ro p ria te type m ay be posted a t en ­

trances to veh ic les , places, and areas o f veh ic les and places. (E ff. 
8 '28 /81 , R eg is te r 79)

A u th o rity : AS 18 35.330 AS 46.03 .020
AS 18.35.360 AS 46.03 140

18 A A C  55.010. P E N A L T IE S . ia ) A person who w i l l f u l ly  v io la te s 
AS 18.35.300 by sm ok ing where sm ok ing is p ro h ib ite d is pun ishab le
by a c iv i l lin e o f $15 fo r the f irs t offense nnd by a c iv i l fin e o f $25 fo r
ea :h subsequen t offense.
(b) A  person who w i l l f u l ly  v io la te s AS 18.35.330 or 18 A A C  55.030 

by not d is p la y in g the requ ired s ign is pun ishab le by a c iv il fin e  o f $50 
fo r th e f ir s t o llense and by a c iv il fin e o f $100 fo r each subsequent
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offense. However, th ; de pa rtm en t m ay d ism iss a firs t offense com ­
p la in t w ith o u t p a ym i i t  o f a fin e i f  the de fendan t dem onstra tes th a t 
the re q u ire d s ign has been posted. (E ff. S/28/81, R eg is te r 79)

A u tho rity : AS 18.35.3-10 AS -16.03.020
AS 18.35.3f-0 AS 46.03.1-10

18 A A C  55.05C C O M P L A IN T  P R O C E D U R E , la ) A  person who 
observes a v io la t io n  o f th is chap te r o r o f AS 18.35.300 —  18.35.360 
m ay n o t ify  an o ffice o f the depa rtm en t.
(b) The depa rtm e n t w i l l p ro v id e an a ff id a v it in  w h ich the com p la in ­

a n t m a y describe th e observed v io la t io n and a fo rm  ag reem en t in 
w h ich th e com p la in a n t m ay prom ise to te s t ify  in  cou rt un d e r sub­
poena conce rn ing th e observed v io la t io n  i f  te s tim on y becomes neces­
sary.
(c) I f  the com p la in a n t executes bo th docum en ts the depa rtm en t, 

w ith  th e assistance o f the a tto rn e y gene ra l's o ffice , w il l , in  its  d isc re ­
tio n , f i le  a com p la in t in  sm a ll c la im s cou rt fo r a c iv i l fine , co u rt costs, 
and a tto rn e y 's fees aga in s t the person who was observed v io la t in g  th is 
chap te r o r AS 18.35.300 —  18.35.360. (E ff. b/28/81. R eg is te r 79)

A u th o rity : AS 18.35.340 AS 46.03.020
AS 18.35.350 AS 46.03.140
AS 18.35.360

18 A A C  55.063. W A IV E R  O F P R O V IS IO N S , (a) The de pa rt­
m en t w i l l , in its  d isc re tio n , w a ive a p ro v is io n o f 18 AAC  55 .010 —  18 
AAC 55 .900 i f  i t  de te rm ines th a t the pub lic h e a lth  and th e sa tis fa c ­
tio n o f th e purpose o f the p rov is ion are reasonab ly assured and th a t 
the re qu irem en ts o f AS 18.35.300 —  18.35.360 are sa tis fie d .
(b) A p p lic a tio n fo r a w a iv e r m us t be made in  w r i t in g  and m ust 

in c lude
( 1 ) id e n t if ic a t io n  o f the p ro v is io n fo r w h ic h the w a iv e r is re ­

quested;
(2 ) reasons w hy the p ro v is io n canno t he sa tis fie d ; and
(3) a desc rip tio n o f an a lte rn a t iv e  method, i f  any. proposed fo r

m e e t in r the purpose o f the p ro v is io n to be waived .
(c) T h e depa rtm en t w il l answ e r a request fo r a w a iv e r in w r i t in g  

w ith in  30 days a lte r rece ip t o f the request. ElT. 8 *28 81. R eg is te r 79)

A u tho rity : AS 18 35 350 AS 4 6 0 3  020
AS 18 35 .360 AS 46 03 .140

18 A A C  55.900. D E F IN IT IO N S , (a) It th is  chap te r
11) "A S I iR A E " means the Am e rican 80 te ty o f 1 Ica ttn g . R e fr ig e r­

a tio n and A ir  C on d it io n in g Eng inee rs :
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(2) "c om p la in a n t” means a person w ho has observed a v io la tio n o f 
th is chap te r and no tifie s the depa rtm en t;
(3) "d e p a rtm e n t” means the D epa rtm en t o f E n v iro nm en ta l Con­

se rva tio n .
(b) In AS 18.35.300 —  18.35.360 "p u b lic  m ee ting ” means a re gu la r 

o r specia l m ee ting o f a le g is la t iv e body, a board o f regen ts , o r an 
a dm in is tra t iv e body o f th e sta te , in c lu d in g bu t not lim ite d  to th e ir 
boards, agencies, assemblies, counc ils , departm en ts , d iv is io ns , bu ­
reaus, comm issions, comm itiees , offices, o rgan iza tions , and o th e r sub­
o rd ina te u n its , adv iso ry o r o the rw ise , supported in who le or in p a rt bv 
pub lic money or au tho rized to spend pu b lic money; however, ' pub lic 
m ee ting ” does no t in c lude a m ee tin g o f

( 1 ) a ju d ic ia l o r qua s i- ju d ic ia l body so le ly to make a decis ion in an 
ad ju d ica to ry proceed ing;
(2 ) a ju r y ;
(3) a paro le o r pardon board;
(4) the m ed ica l s ta f f o f a hosp ita l; o r
(5 ) the gove rn ing body o r a comm ittee o f a hosp ita l so le ly to act 

upon m a tte rs o f pro fess iona l q u a lif ic a tio n s , p riv ile ges , o r d isc ip lin e .
(c) In th is  chap te r and in  AS 18.35.300 —  18.35.360
( 1 ) "bu s ”  means a se lf-p rope lled veh ic le w ith  capac ity fo r c a rry ­

in g more than 10 passengers w h ich is used on pub lic h ighw ays to 
tra n sp o r t passengers fo r compensa tion ;
(2 ) " lim o u s in e fo r h ire " means a se lf-p rope lled veh ic le w ith  capac­

i t y  fo r ca rry in g  s ix to 10 passengers w h ich is used on pub lic h ig h ­
w ays to tra n sp o r t passengers fo r com pensation between a tra n sp o r­
ta t io n  te rm in a l and o th e r designa ted po in ts;
(3 ) "o th e r person who has con tro l" means the agen t o f the owner, 

m anager, o r p ro p r ie to r au tho rized to g ive a dm in is tra t iv e  d ire c tio n 
to and exercise genera l supe rv is ion o f the a c tiv it ie s in a veh ic le o r 
place; in a sta te office b u ild in g , "o th e r person who has co n tro l" 
means a d iv is io n d ire c to r who has a u th o r ity  over th e office o r h is 
designee,
(4) "ro om " means an indoo r area w h ich is bordered on a ll sides by 

w a lls o r p a r t it io n s w h ich are con tin uous and so lid except fo r door 
po rta ls fo r e n try and e x it and excep t fo r w indow s and ven ts ;
(5 ) "sm ok in g " means ho ld in g o r c a rry in g  a lig h te d c iga r, ciga- 

re t ’ e. p ipe , o r o th e r lig h te d sm ok ing equ ipm en t o r m a te r ia l. lE ff . 
8/28/81, R eg is te r 7 9 1

Authority : AS I S 35.360 
AS 4603 ,020 
AS 4603 .140
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March 23 , 1989

The H o n o ra b le  T im K e l l y  
P r e s i d e n t o f  th e  Sena te 
A la s k a  S ta t e  L e g i s l a t u r e  
P .O . Box V 
Juneau , AK 99811

Dear M r. P r e s i d e n t :

Unde r th e  a u t h o r i t y  o f  a r t .  I l l ,  s e c . 18, o f  th e  A la s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a b i l l  t h a t  expands th e  
d e f i n i t i o n  o f  " r e v i e w  o r g a n i z a t i o n "  i n  AS 1 8 .2 3 .0 7 0 ( 5 ) t o  
in c lu d e  c om m it te e s e s t a b l i s h e d  by th e  D e p a r tm e n t o f  H e a l t h  
and S o c ia l S e r v i c e s  t o  r e v ie w  c e r t a i n  p u b l i c  h e a l t h  i s s u e s .

AS 18 .2 3 p r o v i d e s  v a r i o u s  p r o t e c t i o n s  f o r  r e v ie w  o r g a n i z a ­
t i o n s  s e t up to  e v a lu a t e  and im p ro v e h e a l t h  c a r e . F i r s t ,  
i t  f a c i l i t a t e s  a c ce s s t o  i n f o r m a t i o n  needed f o r  r e v ie w s  by 
l i m i t i n g  l i a b i l i t y  f o r  p e rs o n s p r o v i d i n g  i n f o r m a t i o n  t o  th e  
re v ie w  o r g a n i z a t i o n .  Second , i t  e n co u ra g e s p a r t i c i p a t i o n  
i n  th e r e v ie w  o r g a n i z a t i o n  b y l i m i t i n g  th e  l i a b i l i t y  o f  
i n d i v i d u a l  members i n  p e r f o rm in g  t h e i r  d u t i e s  i n  th e  r e v ie w  
o r g a n i z a t i o n .  T h i r d ,  by s t r i c t l y  l i m i t i n g  d i s c l o s u r e  o f  
re c o r d s  and p r o c e e d in g s , i t  e n co u ra g e s th e r e v ie w  o r g a n i ­
z a t i o n s  t o  d e l i b e r a t e  f u l l y  and fo rm  c o n c lu s i o n s .

AS 1 8 .2 3 .0 7 0 ( 5 ) d e f i n e s  " r e v i e w  o r g a n i z a t i o n "  as (1) one 
s e t up by a h o s p i t a l ,  c l i n i c ,  m e d ic a l a s s o c i a t i o n ,  o r o t h e r  
p r i v a t e l y  fo rm ed h e a l t h - c a r e - r e l a t e d  o r g a n i z a t i o n ,  o r  (2) 
th e S ta t e  M e d ic a l B oa rd . T h u s , even th o u g h a m a jo r r o l e  o f  
th e  D e p a r tm e n t o f  H e a l t h  and S o c ia l S e r v i c e s  i s  s e t t i n g  
s ta n d a r d s  and c o n d u c t in g  re v ie w s  o f  m e d ic a l and h e a l t h  
p r a c t i c e s ,  a r e v ie w  c om m it te e  e s t a b l i s h e d  by th e  d e p a r tm e n t 
c a n n o t b e n e f i t  f rom  th e  p r o t e c t i o n s  i n  AS 1 8 .2 3 .

T he re a re  now t h r e e  r e v ie w  c om m it te e s e s t a b l i s h e d  by th e  
c om m is s io n e r o f  h e a l t h  and s o c i a l  s e r v i c e s  t h a t  w ou ld bene ­
f i t  f rom  th e  p ro p o se d amendment. The M a te r n a l and I n f a n t  
M o r t a l i t y  Rev iew C omm it te e (MIMR) i s  a d d r e s s in g  A la s k a ' s  
i n f a n t  m o r t a l i t y  r a t e .  A l a s k a ' s  r a t e  o f  5 .9  i n f a n t  d e a th s  
p e r 1 ,0 0 0 l i v e  b i r t h s  i s  f a r  a lo v e  th e  n a t i o n a l a v e ra g e o f  
3 .7 p e r 1 ,0 0 0 l i v e  b i r t h s .  The d e p a r tm e n t ' s  o b j e c t i v e  f o r  
th e  re v ie w  c om m it te e  i s  t o  i d e n t i f y  th e  causes o f  i n f a n t
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m o r t a l i t y  and is s u e  re comm enda t io n s t o  p r o v i d e r s  and th e  
d e p a r tm e n t w h ic h w i l l  h e lp  re d u ce A la s k a ' s  i n f a n t  m o r t a l i t y  
r a t e .  The Sudden I n f a n t  D ea th Syndrome (SIDS) Rev iew Com­
m i t t e e  w i l l  w o rk w i t h  th e MIMR and a d d re s s th e  h ig h  p r o p o r ­
t i o n  o f  i n f a n t  d e a th s  t h a t  a re  d ia g n o s e d  as SIDS. The 
Trauma Rev iew C omm it te e w i l l  a d d re s s th e  q u a l i t y  o f  tra um a 
t r e a tm e n t and p r e v e n t i o n  p ro g ram s i n  th e  s t a t e .

Because th e s e c om m it te e s a re  n o t c u r r e n t l y  c o v e re d by 
AS 1 8 .2 3 , t h e i r  p ro c e e d in g s  m ig h t be d i s c o v e r a b le  i n  l e g a l 
a c t i o n s .  The c a n d id  d e l i b e r a t i o n  and c o n c lu s io n s  by 
members o f  th e s e c om m it te e s a re  hampered by t h e  p o s s i b i l i t y  
t h a t  i n d i v i d u a l  members w o u ld be subpoenaed t o  t e s t i f y  
r e g a r d i n g  th o s e  c o n c lu s io n s  i n  l e g a l a c t i o n s  such as 
m a lp r a c t i c e  c a s e s .

I n  o r d e r  t o  a s s i s t  th e s e  
t h e i r  im p o r t a n t g o a l s ,  I  
a c t i o n  on t h i s  b i l l .

t e e s  i n  c a r r y i n g  o u t 
p rom p t and f a v o r a b l e
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A p r i l  2 6 , 1990 >  L  )

PROPOSED AMENDMENTS TO CSSB 254 (F IN )

T h is  amendment i s  o f f e r e d  t o  p r e v e n t 
m is u n d e r s t a n d in g s  and u n in t e n d e d  a d v e rs e 
e f f e c t s  on h e a l t h  c a re  p r o v i d e r s .  T h re e 
amendments a re  n e c e s s a r y .



I .  .CHANG£__!LRAXE SCHEDULES" TO "BENEFIT

I t  i s  p ro p o s e d t h a t  th e  te rm  " r a t a  s c h e d u le s " be changed to  
" b e n e f i t  s c h e d u le s . "  C u r r e n t l y  th e  te rm  " r a t e  s c h e d u le s " appea rs i n  
th e  f o l l o w i n g  lo c a t i o n s  i n  th e  b i l l :

1 . Page l — p a ra g r a p h  ( 1 ) ;

2 . Page 2— h e ad in g o f  AS 2 1 .7 7 .0 1 0 ;

3 . Page 2— s u b s e c t i o n  ( b ) o f  A8 2 1 .7 7 .0 1 0  ( t w i c e ) ;

4. Page 3 ( t o p ) — AS 2 1 .7 7 .0 1 3 ;

5 . Page 7— AS 2 1 . 7 7 . 1 0 0 ( 1 1 ) ;  and

6. Page 8— S e c t io n  6 .

COMMENT: " B e n e f i t  s c h e d u le "  more a c c u r a t e l y  r e f l e c t s  t h e  in te n d e d
mean ing o f th e p h ra s e , s i n c e  t h e  A u t h o r i t y  w i l l  he d e a l i n g  w i t h  th e 
l e v e l o f h f in f l f i t s  t o  be p a id  f o r  s e r v i c e s  re n d e r e d  t o  in s u r e d
em p lo yees and w i l l  n o t be d e a l i n g  w i t h  th e  r a t e s  c h a rg e d  by th e
h e a l t h  c a re  p r o v i d e r s .  P ro p o se d Amendment I I  b e lo w  p ro p o se s a
d e f i n i t i o n  o f t h i s  te r ra .



4
1

I I .  DEFIN IT ION OF "BENEFIT SCHEDULES" \ J ?

I t  i s  p ro p o s e d t h a t th e  d e f i n i t i o n  in  p roposed new 
AS 2 1 .7 7 .1 0 0 (1 1 ) (page 7 ) (now p e r t a i n i n g  t o  " r a t e  s c h e d u le s " ) ba 
r e v i s e d  as f o l l o w s :

(1 1 ) "fr f ine f.11 (RATE) s c h e d u le s " means l i  a ta
(SCHEDULES] o f fchfl amounts th e a u t h o r i t y ' s  g ro up
h e a l t h  in s u r a n c e  w i l l  pay [ALLOWABLE PAYMENTS] f o r  
CQY.ei.ed h e a l t h  c a r e  r e l a t e d  s e r v i c e s  based on
g e o g ra p h ic  r e g io n s , a c t u a l p r o v i d e r  c o s t s ,  u s u a l  
and c u s to m a ry p r o v i d e r -  c h a rg e s , and a v a i l a b i l i t y  
o f s e r v i c e s ;

COMMENTS: The p ro p o se d r e v i s i o n s  a re  in te n d e d  to  c l a r i f y  t h a t th e
" b e n e f i t  s c h e d u le s " p e r t a i n  o n l y  to  how much th e  A u t h o r i t y ' s  in s u r a n c e  
w i l l  p a y . The s c h e d u le s w ou ld n o t a f f e c t  th e  amount a h e a l t h  c a re 
p r o v i d e r  may cha rg e f o r  s e r v i c e s  o r p r e v e n t a p r o v i d e r  from  b i l l i n g
t h e  in s u r e d  employee f o r  th e  b a la n c e , i f  t h e  in s u r a n c e  b e n e f i t  d id
n o t c o v e r th e  e n t i r e  c h a rg e  f o r  th e  s e r v i c e .  The ph ra s e "u s u a l and
c u s tom a ry  p r o v i d e r c h a r g e s " i s  added because t h i s  te rm  i s  commonly 
used i n  p r i v a t e  in su ra n ce * p o l i c i e s  as a l i m i t  on th e  b e n a f i t a  t h a t 
w i l l  be p a id . i t s  i n c l u s i o n  i n  th e  d e f i n i t i o n  c l a r i f i e s  t h a t th e 
amount o f th e  b e n e f i t  paym en t may n o t ba d e te rm in e d  s o l e l y  by th e
p r o v i d e r ' s  c o s t s .

I I I .  NQ PROHIBITION OF BALANCE BILT.THfl'

I t  ia  p ro p o se d t h a t  new AS 2 1 .7 7 . 0 3 0 ( b ) ( t o p  o f page 4 )  be
r e v i s e d  as f a l l o w s ;

• •
(b) In exe rc is in g  i t s  powers under th is  

chapter, the authority  nay nctJL

i l l  p a r t ic ip a te  d i r e c t ly  or i n d i r e c t l y  in  
a co l le c t iv e  bargaining agreementi_Qx[.]

1 1 }  recoi n - t h a t  hfl8 l t h _ c a n  providers.
its____ a c o n d i t i o n , _ o f r a c e l v i n g . .payment un d e r th e
a u t h f l r i t y . i l  g ro up h e a l t h — Insurance, agree to
t cceot oavment from the authority 's  group health  
lnsuranca as payment in  f u l l  or agree to otherwise 
forego their  r lo h t i  to c o l le c t  from the lnsurefl
employs a _ any b a la n c e due af t e r ,  paymen t o f th e
g ro u p h e a l t h  In s u r a n c e  b g n a f l t s .

COMMENTS: The proposed amendment I s  Intended to make c le a r  that the
A u th o r i ty  may not provent health  care providers from co l lec t in g  from 
the  pat ient  any unpaid balance that remains a f t e r  the A uthor ity 's  
group health  insurance has paid the authorised b e n e f i t s .



6 - 0 6 2 3 J d
F o rd

"  ’  f (  §

s i /1 ' I 1 ; " 
OFFERED IN THE HOUSE ( \  U

TO: CSSB 254 (F in a n c e )

A M E N D M E N T  &  /

Page 2 , l i n e  16, a f t e r  " a u t h o r i t y " :

I n s e r t  " f o r  e l i g i b l e  em p lo ye e s o f  th e  s t a t e ,  m u n i c i p a l i t y ,  o r  schoc : 
d i s t r i c t

Page 7 , l i n e  8 , a f t e r " c a r e "

I n s e r t  " f o r  p e rs o n s  who a re  n o t em p lo ye e s o f  t h e  s t a t e '

4 / 2 6 / 9 0
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F o rd

OFFERED IN THE HOUSE

TO: CSSB 254 (Finance)

Page 3, after line 23:

Insert a new subsection to read:

"(c) Members appointed under (a)(5) of this section shall be 

employees of a school district that has elected to participate in the 

group health insurance obtained by the authority. Members appointed 

under (a)(6) of this section shall be employees of a municipality that 

has elected to participate in the group health insurance obtained by 

the authority.'*

Page 8, line 8, after "TERMS":

Insert "; INITIAL APPOINTMENTS"

Page 8, line 14, after "years.":

Insert "AS 21.77.020(c), enacted in sec. 2 of this Act, does not apply 

to members appointed to the initial board of directors of the Alaska State 

Group Health Insurance Authority."

A M E N D M E N T  ^

4 / 2 6 / 9 0
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F o rd

f f s t
OFFERED IN  THE HOUSE i  $  •*> I'"\J • -t' I

TO: CSSB 254 (F in a n c e )

Page 6, l i n e s  76 - 18:

may „ : : r ,once the board awards the insurance c°ncrac:- *
n o t be g r a n te d  a w a i v e r  d u r i n g  th e  t e r ,  o f  th e c o n t r a c t . "

A M E N D M E N T  2>

" U  4 / 2 6 / 9 0
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F o rd

OFFERED IN THF HOUSE I' ' '

TO: CSSB 254 (F in a n c e )

Page 7, a f t e r  l i n e  8 :

I n s e r t  a new p a ra g r a p h  to  re a d :

" ( 6 )  " e m p lo y e r "  means th e  s t a t e ,  a m u n i c i p a l i t y ,  a d i s ­

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

r a t i o n  o f  t h e  s t a t e  c r e a t e d  w i t h i n  a p r i n c i p a l  e x e c u t i v e  a e p a r tm e n t ; "

Renumber th e  f o l l o w i n g  p a ra g r a p h s a c c o r d i n g l y .

A M E N D M E N T  #  1/

4 / 2 6 / 9 0



PHONE: (907) 465-3030
OFFICE OF THE COMMISSIONER

A p r i l  26 , 1990

H o n o ra b le  Johnny E l l i s ,  C h a i r
House H e a l t h , E d u c a t io n , and S o c ia l S e r v ic e s
A la s k a  S ta te  L e g i s l a t u r e
P .O . Box V
Juneau , A la s k a  99811 

Dea r R e p r e s e n t a t i v e  E l l i s :

I  w is h  t o  c l a r i f y  s e v e r a l p o i n t s  as t h e y  r e l a t e  t o  
CSSB 254 (F in ) c u r r e n t l y  b e f o r e  y o u . The D e p a r tm e n t s u p p o r t s  tw o 
p e n d in g  amendments t o  c l a r i f y  t h e  s p o n s o r ' s  i n t e n t  t o  e x c lu d e  
c e r t a i n  s t a t e  p ro g ram s f r o m  m anda to ry p a r t i c i p a t i o n .  These tw o 
amendments a re  (1) i n  s e c . 2 1 . 7 7 . 0 1 0 ( b ) , " f o r  i t s  em p lo y e e s , " and
(2) t h e  d e f i n i t i o n  o f  e l i g i b l e  s t a t e  p ro g ram  t o  in c l u d e  " f o r
p e r s o n s  who a re  n o t em p lo y e e s . "

S t a t e  p ro g ram s w h ic h s im p ly  p r o v i d e  o r pa y f o r  h e a l t h  
c a re  s e r v i c e s  f o r  A la s k a n s d i f f e r  g r e a t l y  f ro m  th o s e  w h ic h p r o v i d e  
h e a l t h  c a re  s e r v i c e s  f o r  t h e i r  em p lo ye e s . Much o f  t h e  h e a l t h  c a re  
p r o v i d e d  by S t a t e  p ro g ram s a re  t o  c l i e n t s  who a re  i n d i g e n t ,
c h i l d r e n  who a r e  i n  t h e  c u s to d y  o f  t h e  S t a t e , o r  have a n o th e r
s p e c i a l need . V i r t u a l l y  a l l  o f  t h e s e  p ro g ram s a re  p a y o rs  o f  l a s t  
r e s o r t ,  so i f  o t h e r  c o v e ra g e e x i s t s ,  i . e . ,  t h r o u g h  em p lo ym en t , 
i t  w i l l  be use d f i r s t .  Many o f  th e s e  p ro g ram s , such as th e  
M e d ic a id  p ro g ram , have f e d e r a l l y  m anda ted r u l e s  t h a t  g o v e rn t h e i r  
o p e r a t i o n .

I t  i s  n o t f e a s i b l e  t o  use s im i l a r  r a t e  s c h e d u le s , paymen t 
s y s tem s , and u t i l i z a t i o n  s ta n d a r d s  f o r  th e s e  p ro g ram s as f o r
em p lo yee b e n e f i t  p ro g ram s . F o r in s t a n c e , d e d u c t i b l e s  o r c o ­
pa ym en ts w ou ld n o t be f e a s i b l e  f o r  p ro g ram s t h a t  a re  in c om e - 
ba sed , and i n  f a c t ,  i n  t h e  M e d ic a id  p ro g ram  d e d u c t i b l e s  a re  n o t 
a l l o w a b l e .  I n  a d d i t i o n ,  e x i s t i n g  mechan ism s i n  S ta te  s t a t u t e  
a l r e a d y  e x i s t  t o  s e t f a c i l i t y  r a t e s  f o r  p u rp o s e s o f M e d ic a id .



H o n o ra b le  John E l l i s  
C h a i r ,  House HESS

- 2 - A p r i l  2 6 , 1990

I n  c o n c lu s i o n , we s u p p o r t S e n a to r D u n c a n 's i n t e n t  t o
c l a r i f y  t h a t  S t a te  p ro g ram s w h ic h p r o v i d e  h e a l t h  c a re  o r  p r o v i d e  
fu n d s t o  p u rc h a s e  h e a l t h  c a re  f o r  p e r s o n s  who a re  n o t em p lo yee s a re  
exempt f r o m  p a r t i c i p a t i o n  i n  t h i s  m easu re . We a l s o  s u p p o r t t h e  
e x i s t i n g  la n g u a g e i n  AS 2 1 . 7 7 . 0 1 0 ( d ) ,  w h ic h  a l l o w s  t h e  o p t i o n  f o r  
e l i g i b l e  s t a t e  p ro g ram s t o  a p p ly  and p a r t i c i p a t e  i n  a g ro u p  h e a l t h  
in s u r a n c e  p la n  i f  t h e y  so d e s i r e  and i f  t h e  a u t h o r i t y  a p p ro v e s such 
an a p p l i c a t i o n .

Thank y o u .

D epu ty C om m is s io n e r

K P /cb
c c : H o n o ra b le  J im  Duncan

A la s k a  S ta te  S ena te



unicipality 
of; I* ' s I ;•■■•! •Anchorage

r  > ‘ ' y  ; f  •' .
A p r i l  17 , 1990

P.O. BOX 196650
ANCHORAGE, ALASKA 99519*6650 
(907) 343-4425

TO M  F IN K ,  
M A Y O R

DEPARTMENT O f EMPLOYEE DELATIONS

R e p r e s e n t a t i v e  Joh n n y E l l i s  
Rm 104 , c a p i t o l  
P o box V 
J u n e a u , ’ A K ‘ 99811

Dear R e p r e s e n t a t i v e  E l l i s :

We have been f o l l o w i n g  th e  p ro g r e s s  o f  SB 254 r e l a t i n g  t o  Group 
H e a l t h  and t o  H e a l t h  Care P ro v id e d  By t h e  S t a t e  w i t h  some con ce rn . 
Our p r im a r y  i s s u e  w i t h  t h i s  p ro p o s e d l e g i s l a t i o n  i s  t h a t  i t  goes 
• f a r  beygnd t h e  s t a t e d  scope o f  S t a t e  g r o u p  h e a l t h  in s u r a n c e  o r 
h e a l t h  c a re  p r o v i d e d  b y t h e  S ta t e . C u r r e n t l y  t h i s  b i l l  manda tes 
t h a t  a l l  p u b l i c  em p lo yees i n  A la s k a m u s t e i t h e r :  (1 ) p a r t i c i p a t e
i n  t h e  S t a t e ' s  g ro u p in s u r a n c e  p ro g ram  o r  (2 ) u se w h a te v e r p r o v i d e r  
paymen t s y s tem s , r a t e  s c h e d u le s and u t i l i z a t i o n  s ta n d a r d s  t h e  S ta te  
e s t a b l i s h e s  f o r  I t s e l f .  The n e t e f f e c t  i s  t h a t  t h e  S ta te  o f  A la s k a 
w i l l  d e te rm in e  g ro u p h e a l t h  b e n e f i t s  f o r  a l l  p u b l i c  employees i n  
A la s k a  and w i l l  d e te rm in e  th e  c o s t s  f o r  s u c h b e n e f i t s  f o r  a l l
p u b l i c  em p lo y e r s ,

* « « •

I n  i t s  c u r r e n t  fo rm  (CSSB 2 5 4 ) , t h i s  l e g i s l a t i o n  w i l l  have a m a jo r 
n e g a t i v e  im p a c t - o n  t h e  M u n i c i p a l i t y  i n  t h e  f o l l o w i n g  a re a s :

N e g o t i a t e d  l a b o r  ag reem en ts w h ic h  a f f o r d  s p e c i f i c  le v e l s  
o f  c o v e ra g e . Scope and c o s t w o u ld  be m anda te d , w h i l e  

. . n o t g u a r a n t e e in g  c u r r e n t  l e v e l s .

. * P a r t i c i p a t i o n  o f  M u n ic ip a l em p lo ye e s i n  T a f t - H a r t l e y
- p l a n s .  I n a b i l i t y  t o  c o n t in u e  s u c h p a r t i c i p a t i o n .

i

. . A t w o r s t ,  re m o v a l o f  m a jo r te rm  and c o n d i t i o n  o f 
wmp ioymen t r rom  m e  re a lm  o r c o l l e c t i v e  b a r g a i n i n g .

• * * 1
. "  ' A t  b e s t ,  e s t a b l i s h  t h r e s h o ld  f o r  b a r g a i n i n g  where 

em p lo y e r can o n l y  b a rg a in  more c o v e ra g e  a t  a h ig h e r 
c o s t .

The r e s u l t  f o r  l o c a l  go ve rnm en ts and s c h o o l d i s t r i c t s  w i l l  be th e 
e x a c t o p p o s i t e  f ro m  t h e  s t a t e d  o b j e c t i v e  t o  lo w e r g ro u p h e a l t h  
c o s t s .



h e re  i s  c o n s id e r a b le  m e r i t . . t o . t h e  p o o l i n g  c o n c e p t f o r  g ro up h e a l t h  
.c o v e r a g e  as a means o f r e d u c in g  c o s t s .  Thosa i n  t h e  p o o l s h o u ld ,
. h ow e ve r , •) f i r s t  • have t h e  o p p o r t u n i t y  t o  assess t h e  p o o l and
d e te rm in e  i f  i t  meets tJ ' i r  p a r t i c u l a r  needs and f i s c a l  
c a p a b i l i t i e s .  We b e l i e v e  th e e e c o n c e rn s  can be e f f e c t i v e l y  met and 
t h e  o b j e c t i v e  o f b e n e f i t  p o o l i n g  can be p o s i t i v e l y  o b ta in e d  b y . 

. m o d i f y i n g  S e c t io n  2 1 .7 7 .0 1 0  (b ) as f o l l o w s :
i  i i'

(b ) The a u t h o r i t y  s h a l l ,  by F e b r u a r y  1 , 1992 , e s t a b l i s h  'and
m a in t a i n  a h e a l t h  c a re  p r o v i d e r  pa ym en t s y s tem , r a t e  s c h e d u le s , and'
u t i l i z a t i o n  s ta n d a r d s . The s t a t e  [ , ]  and a m u n i c i p a l i t y  who e l e c t s  
t o  p a r t i c i p a t e ,  o r a s c h o o l d i s t r i c t  who e l e c t s  t o  p a r t i c i p a t e  
s h a l l ,  use th e  h e a l t h  c a r e  p r o v i d e r  s y s te m , r a t e  s c h e d u le s and
u t i l i z a t i o n  s ta n d a r d s  e s t a b l i s h e d  by t h e  a u t h o r i t y .

S e c t io n  2 1 .7 7 .0 1 0  (a ) s h o u ld  a l s o  be m o d i f i e d  s l i g h t l y  t o  r e q u i r e
t h a t  m u n i c i p a l i t i e s  o r s c h o o l d i s t r i c t s  who e l e c t  t o  p a r t i c i p a t e  
s h a l l  do so by r e s o l u t i o n .  T h is  w i l l  e n a b le  t h e  a f f e c t e d  c i t i z e n s
t h e •o p p o r t u n i t y  t o  be h e a rd  p r i o r  t o  p a r t i c i p a t i o n .

• • •
F i n a l l y ,  2 1 .7 7 ,0 2 0  s h o u ld  have tw q m in o r m o d i f i c a t i o n s  t o  in s u r e  

• a p p r o p r i a t e  r e p r e s e n t a t i o n  o f th e  B oa rd o f  D i r e c t o r s .  Those 
changes s h o u ld  be as f o l l o w s :

(5 ) two members r e p r e s e n t i n g  p a r t i c i p a t i n g  s c h o o l d i s t r i c t s ;
(6 ) two members r e p r e s e n t i n g  p a r t i c i p a t i n g  m u n i c i p a l i t i e s ;

These changes a re  m in o r and do n o t a d v e r s e l y  im p a c t t h e  p o o l i n g  
o b j e c t i v e s  o f  t h i s  l e g i s l a t i o n .  They do , h ow e v e r , ha ve s i g n i f i c a n t  
im p a c t f o r  l o c a l  g o ve rnm en t em p lo ye rs t h r o u g h o u t A la s k a  by e n a b l in g  
us t o  make in fo rm e d  p u b l i c  d e c i s i o n s  c o n c e r n in g  w h e th e r o r n o t i t  
i s  • i n  o u r b e s t i n t e r e s t s  t o  j o i n  t h e  p o o l e s t a b l i s h e d  unde r t h e  
p ro p o s e d a u t h o r i t y .  We s t r o n g l y  u rg e  you t o  i n c o r p o r a t e  th e s e 
p ro p o s e d amendments and w ou ld welcome t h e  o p p o r t u n i t y  t o  t e s t i f y  
b e fo r e  y o u r c om m it te e r e g a r d in g  o u r c o n c e r n s .

G lenn L u n d e l l
D i r e c t o r ,  Emp loyee R e la t i o n s  

GL/SW/SB254

r *
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F in a n c e

BY SENATOR DUNCAN

ALASKA STATE GROUP HEALTH INSURANCE AUTHORITY 
"An A c t r e l a t i n g  t o  g ro u p h e a l t h  in s u r a n c e  and t o  h e a l t h  c a re  
p r o v i d e d  by t h e  s t a t e ;  and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

S e c t io n  1.
PURPOSE

The p u rp o s e o f  t h i s  a c t  i s  t o  e s t a b l i s h  t h e  A la s k a  S t a t e  
v. .oup H e a l t h  In s u r a n c e  A u t h o r i t y .  By F e b ru a r y  1, 1990 th e  
A u t h o r i t y  has t h e  r e s p o n s i b i l i t y  t o  c r e a t e  and m a in t a i n :

(a ) a r a t e  s c h e d u le  t o  be used i n  A la s k a  w h ic h  w i l l  r e f l e c t
t h e  v a s t  g e o g r a p h i c  d i f f e r e n c e s  and a v a i l a b i l i t y  o f 
s e r v i c e s  i n  r u r a l  and u rb a n a r e a s ;

(b ) s t a t e w id e  u t i l i z a t i o n  s ta n d a r d s  t o  c o n t r o l
i n a p p r o p r i a t e  o r im p r o p e r u t i l i z a t i o n  p r a c t i c e s  t o  
re d u c e t h e  r a t e  o f  i n f l a t i o n  i n  t h e  c o s t  o f  h e a l t h  c a re  
i n  A la s k a ; and

(c ) an e f f i c i e n t  p r o v i d e r  paym en t s y s tem  t o  re d u c e t h e  c o s t
t o  p r o v i d e r s  who a re  s e r v i n g  em p lo ye e s o f  th e  
p a r t i c i p a n t s  i n  t h e  a u t h o r i t y .

The s t a t e ,  m u n i c i p a l i t i e s ,  and s c h o o l d i s t r i c t s  w i l l  b e n e f i t
by u s in g  th e  p r o v i d e r  paym en t s y s tem , r a t e  s c h e d u le , and
u t i l i z a t i o n  s ta n d a r d s  e s t a b l i s h e d  by t h e  A u t h o r i t y .

S e c t io n  2.
CREATION OF THE AUTHORITY

The a u t h o r i t y  i s  e s t a b l i s h e d  i n  t h e  D e p a r tm e n t o f 
A d m i n i s t r a t i o n .  I t  has a 15 member b o a rd  o f  d i r e c t o r s  a p p o in t e d  
by th e  G o v e rn o r w i t h  t h e  g e n e r a l pow e rs p r o v i d e d  t o  q u a s i 
g o ve rnm e n t a g e n c ie s  i n c l u d i n g  t h e  h i r i n g  o f  s t a f f  and e n t e r  i n t o  
c o n t r a c t s  f o r  p r o f e s s i o n a l s e r v i c e s .  I n  a d d i t i o n ,  a f t e r  F e b ru a ry  
1, 1992 , t h e  A u t h o r i t y  may e x e r c i s e  t h e  powe rs g r a n t e d  t o  o t h e r  
i n s u r e r s  l i c e n s e d  i n  t h e  s t a t e .

BOARD OF DIRECTORS

The b o a rd  o f  d i r e c t o r s  w i l l  be composed o f  15 members 
r e p r e s e n t i n g :

(1 ) one n o n r o t i n g  member o f  th e  l e g i s l a t i v e  b r a n c h ;
(2 ) one n o n v o t i n g  member o f  th e  j u d i c i a l  b r a n c h :
(3 ) tw o members r e p r e s e n t i n g  t h e  e x e c u t i v e  b r a n c h ;
(4 ) tw o members r e p r e s e n t i n g  l a b o r  o r g a n i z a t i o n s ;
(5 ) tw o members r e p r e s e n t i n g  s c h o o l d i s t r i c t s ;
(6 ) tw o members r e p r e s e n t i n g  m u n i c i p a l i t i e s ;
(7 ) tw o members r e p r e s e n t i n g  t h e  D e p a r tm e n t o f  H e a l t h  and

S o c i a l S e r v ic e s ?
(8 ) tw o members r e p r e s e n t i n g  h e a l t h  c a re  p r o v i d e r s ;
(9 ) one member r e p r e s e n t i n g  t h e  U n i v e r s i t y  o f  A la s k a .
These a p p o in t e e s  s e r v e  f o r  a f i v e  y e a r te rm  and e l e c t

o f f i c e r s  from  th e  b o a rd  m em be rs h ip . T hey a re  e n t i t l e d  t o  p e r 
a iom and t r a v e l  expe n se s b u t may n o t o t h e r w i s e  be com pensa te d f o r  
t h e i r  s e r v i c e s  as a b o a rd  member.
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PARTICIPATION AND WAIVER

The a u t h o r i t y  may a l s o  g r a n t a w a iv e r  o f  p a r t i c i p a t i o n  t o  
t h e  s t a t e ,  a m u n i c i p a l i t y  o r  a s c h o o l d i s t r i c t  who has e l e c t e d  t o  
p a r t i c i p a t e .  The b o a rd  may ap p ro v e o r  d is a p p r o v e  a w a iv e r  when 
th e  p a r t i c i p a n t  can documen t t h e  a b i l i t y  t o  ma tch t h e  m in imum 
b e n e f i t  and f i n a n c i a l  s ta n d a r d s  e s t a b l i s h e d  by th e  b o a rd  f o r  th e  
d e s i r e d  g ro u p h e a l t h  c o v e ra g e . A w a iv e r may be g r a n t e d  when a 
p a r t i c i p a n t  c e r t i f i e s  t h a t  i t s '  em p lo yee s w i l l  n o t have h e a l t h  
c a re  c o v e ra g e f rom  th e  a u t h o r i t y  o r  o t h e r  c a r r i e r .

P a r t i c i p a n t s  may s e p a r a t e l y  p r o v i d e  f o r  h e a l t h  in s u r a n c e  in  
a d d i t i o n  t o  t h a t  p r o v i d e d  by th e  A u t h o r i t y .

DEFINITIONS

(1 ) a u t h o r i t y ,  means t h e  A la s k a  S t a t e  G roup H e a l t h  In s u r a n c e  
A u t h o r i t y ;
(2) b o a rd , means t h e  b o a rd  o f  d i r e c t o r s  o f  t h e  A la s k a  G roup 
H e a l t h  In s u r a n c e  A u t h o r i t y ;
(3 ) d i s t r i c t ,  means a s c h o o l d i s t r i c t  o r  REAA;
(4 ) e l i g i b l e  em p lo y e e , means an em p lo yee q u a l i f i e d  f o r  g ro u p  
h e a l t h  in s u r a n c e  b e n e f i t s  as d e te rm in e d  by t h e  p a r t i c i p a n t ;
( 5 ) fu n d , means t h e  s t a t e  g ro u p h e a l t h  in s u r a n c e  fu n d ;
(6 ) g ro u p  h e a l t h  in s u r a n c e , means c o v e ra g e  t h a t  may in c l u d e  l i f e  
in s u r a n c e , a c c i d e n t a l d e a th  and d ism em be rm en t , w o r k e r s ' 
c om p e n s a t io n , m e d ic a l c a r e  and t r e a tm e n t i n c l u d i n g  M e d ic a re  and 
M e d ic a id , d e n t a l c a r e , eye c a r e , and o t h e r  g ro u p h e a l t h  c o v e ra g e 
as d e te rm in e d  b y t h e  a u t h o r i t y ;
(7 ) m u n i c i p a l i t y ,  in c l u d e s  a p u b l i c  c o r p o r a t i o n  e s t a b l i s h e d  by a 
m u n i c i p a l i t y ;
(8 ) p a r t i c i p a n t ,  means t h e  s t a t e ,  a m u n i c i p a l i t y ,  o r  a d i s t r i c t ;
(9 ) s t a t e ,  means t h e  e x e c u t i v e ,  l e g i s l a t i v e ,  and j u d i c i a l  
b ra n c h e s o f  s t a t e  g o v e rnm e n t , o r  an o r g a n i z a t i o n a l u n i t  o f  a 
b ra n c h , and in c l u d e s  t h e  U n i v e r s i t y  o f  A la s k a , and a p u b l i c  
c o r p o r a t i o n  o f  t h e  s t a t e  c r e a t e d  w i t h i n  a p r i n c i p a l  e x e c u t i v e  
d e p a r tm e n t .
(10 ) paym en t s y s te m , means a sy s tem  o r  me thod t o  s t r e a m l i n e  and 
e f f e c t  c o s t e f f i c i e n t  paym en ts t o  h e a l t h  c a re  p r o v i d e r s .
(11 ) r a t e  s c h e d u le , means a s c h e d u le  o f  a l l o w a b l e  pa ym en ts f o r  
h e a l t h  c a re  r e l a t e d  s e r v i c e s  re n d e re d  based on g e o g r a p h i c  r e g io n s  
a c t u a l p r o v i d e r  c o s t  and a v a i l a b i l i t y  o f  s e r v i c e s .
(12 ) u t i l i z a t i o n  r e v ie w , means a sy s tem  t o  m o n i t o r ,  t r a c k  and 
v e r i t y  o a t t e r n s  o f  t r e a tm e n t by h e a l t h  c a r e  p r o v i d e r s  t o  a s s u re  
t h a t  t h e  m os t e f f i c i e n t  and c o s t e f f e c t i v e  c a r e  i s  d e l i v e r e d  
w i t h i n  a c c e p te d  s t a n d a r d s  w i t h  o u t r e d u c in g  q u a l i t y  o f  c a r e .

Section 3.
P la c e s  em p lo ye e s o f  th e  a u t h o r i t y  i n  th e  exemp t s e r v i c e ,  

g g g t j q n 4.
R e q u i r e s  b o a rd  members o f t h e  a u t h o r i t y  t o  com p ly w i t h  th e  

c o n f l i c t  o f  i n t e r e s t  s t a t u t e s .
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p r o v id e d  by t h e  s t a t e ;  and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

S e c t io n  1.
PURPOSE

The p u rp o s e o f  t h i s  a c t i s  t o  e s t a b l i s h  t h e  A la s k a  S t a t e  
Group H e a l t h  In s u r a n c e  A u t h o r i t y .  By F e b ru a r y  1 , 1990 th e  
A u t h o r i t y  has t h e  r e s p o n s i b i l i t y  t o  c r e a t e  and m a in t a i n :

(a ) a r a t e  s c h e d u le  t o  be used i n  A la s k a  w h ic h  w i l l  r e f l e c t
t h e  v a s t g e o g r a p h ic  d i f f e r e n c e s  and a v a i l a b i l i t y  o f 
s e r v i c e s  i n  r u r a l  and u rb a n a r e a s ;

(b ) s t a t e w id e  u t i l i z a t i o n  s ta n d a r d s  t o  c o n t r o l
i n a p p r o p r i a t e  o r  im p r o p e r u t i l i z a t i o n  p r a c t i c e s  t o  
re d u c e  t h e  r a t e  o f  i n f l a t i o n  i n  t h e  c o s t o f  h e a l t h  c a re  
i n  A la s k a ; and

(c ) an e f f i c i e n t  p r o v i d e r  pa ym en t s y s tem  t o  re d u c e t h e  c o s t
t o  p r o v i d e r s  who a r e  s e r v i n g  em p lo yee s o f  t h e  
p a r t i c i p a n t s  i n  t h e  a u t h o r i t y .

The s t a t e ,  m u n i c i p a l i t i e s ,  and s c h o o l d i s t r i c t s  w i l l  b e n e f i t
b y u s in g  t h e  p r o v i d e r  paym en t s y s tem , r a t e  s c h e d u le , and
u t i l i z a t i o n  s ta n d a r d s  e s t a b l i s h e d  by t h e  A u t h o r i t y .

S e c t io n  2.
CREATION OF THE AUTHORITY

The a u t h o r i t y  i s  e s t a b l i s h e d  i n  t h e  D e p a r tm e n t o f  
A d m in i s t r a t i o n .  I t  has a 15 member b o a rd  o f  d i r e c t o r s  a p p o in te d  
by th e  G o ve rn o r w i t h  t h e  g e n e r a l pow e rs p r o v i d e d  t o  q u a s i 
go ve rnm en t a g e n c ie s  i n c l u d i n g  t h e  h i r i n g  o f  s t a f f  and e n t e r  i n t o  
c o n t r a c t s  f o r  p r o f e s s i o n a l s e r v i c e s .  I n  a d d i t i o n ,  a f t e r  F e b ru a r y  
1, 1992, th e  A u t h o r i t y  may e x e r c i s e  t h e  powe rs g r a n t e d  t o  o t h e r  
i n s u r e r s  l i c e n s e d  i n  th e  s t a t e .

BOARD OF DIRECTORS

The b o a rd  o f  d i r e c t o r s  w i l l  be composed o f  15 members 
r e p r e s e n t i n g :

(1 ) one n o n v o t i n g  member o f  t h e  l e g i s l a t i v e  b r a n c h ;
(2 ) one n o n v o t i n g  member o f  t h e  j u d i c i a l  b r a n c h ;
(3 ) tw o members r e p r e s e n t i n g  t h e  e x e c u t i v e  b r a n c h ;
(4 ) tw o members r e p r e s e n t i n g  l a b o r  o r g a n i z a t i o n s ;
(5) tw o members r e p r e s e n t i n g  s c h o o l d i s t r i c t s ;
(6 ) tw o members r e p r e s e n t i n g  m u n i c i p a l i t i e s ;
(7 ) tw o members r e p r e s e n t i n g  t h e  D e p a r tm e n t o f  H e a l t h  and

S o c i a l S e r v i c e s ;
(8 ) tw o members r e p r e s e n t i n g  h e a l t h  c a re  p r o v i d e r s ;
(9 ) one member r e p r e s e n t i n g  t h e  U n i v e r s i t y  o f  A la s k a .
These a p p o in t e e s  s e r v e  f o r  a f i v e  y e a r te rm  and e l e c t

o f f i c e r s  f rom  th e  b o a rd m em be rsh ip . They a re  e n t i t l e d  t o  p e r 
d iem and t r a v e l  e xpense s b u t may n o t o t h e r w i s e  be com pensa ted f o r  
t h e i r  s e r v i c e s  as a b o a rd member.
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POWERS OF THE AUTHORITY

The A u t h o r i t y  may:
(1 ) a f t e r  F e b ru a r y  1, 1990 e x e r c i s e  th e  powe rs g r a n t e d  t o  

i n s u r e r s  u n d e r t h e  law s o f  t h e  s t a t e ,  and s h a l l  com p ly 
w i t h  t h e  r e q u i r e m e n ts  a p p l i c a b l e  t o  i n s u r e r s  u n d e r t h i s  
t i t l e ;

(2 ) sue o r  be sued ;
(3 ) e n t e r  i n t o  c o n t r a c t s  f o r  a g re em e n ts ;
(4 ) e s t a b l i s h  a d m i n i s t r a t i v e  and a c c o u n t in g  p r o c e d u r e s ;
(5 ) c o l l e c t ,  i n v e s t ,  and d i s b u r s e  fu n d s ;
(6 ) a d o p t n e c e s s a r y  r e g u l a t i o n s  and p ro c e d u r e s  f o r  

im p le m e n ta t io n  o f  t h i s  c h a p t e r .
The a u t h o r i t y  may n o t p a r t i c i p a t e  i n  c o l l e c t i v e  b a r g a i n i n g  

a c t i v i t i e s .

ANNUAL REPORT, STAFF AND PROFESSIONAL SERVICES

The b o a rd s h a l l  a n n u a l l y  r e p o r t  t o  t h e  g o v e r n o r and t h e  
l e g i s l a t u r e  on i t s  p r e v i o u s  f i s c a l  y e a r ' s  a c t i v i t i e s  and e v e r y  
t h i r d  y e a r i n c l u d e  a c o s t b e n e f i t  a n a l y s i s  o f  t h e  h e a l t h  
in s u r a n c e  r e q u i r e d  u n d e r t h i s  c h a p t e r .

The a u t h o r i t y  s h a l l  em p lo y an e x e c u t i v e  d i r e c t o r ,  who w i t h  
th e  a p p r o v a l o f  t h e  a u t h o r i t y  may s e l e c t  and em p lo y a d d i t i o n a l 
s t a f f  as n e c e s s a r y . The a u t h o r i t i e s  em p lo yees a re  i n  th e  exempt 
s e r v i c e .  The a u t h o r i t y  may c o n t r a c t  f o r  p r o f e s s i o n a l and 
t e c h n i c a l s e r v i c e s  i t  d e te rm in e s  n e c e s s a r y  t o  e x e r c i s e  i t s  
pow e rs .

PROCUREMENT OF INSURANCE

A f t e r  F e b ru a r y  1, 1990 t h e  a u t h o r i t y  s h a l l  p u rc h a s e a p o l i c y  
o r  p o l i c i e s  o f  g ro u p  h e a l t h  in s u r a n c e  c o v e r i n g  e l i g i b l e  em p lo yees 
o f t h e  s t a t e ,  a m u n i c i p a l i t y ,  o r  a d i s t r i c t  i f  t h e  em p lo y e r has 
e l e c t e d  t o  p a r t i c i p a t e .  The a u t h o r i t y  may a c t  as a s e l f - i n s u r e r  
i f  i t  i s  d e te rm in e d  t h a t  s e l f - i n s u r a n c e  w i l l  p r o v i d e  t h e  d e s i r e d  
in s u r a n c e  c o v e ra g e  and b e n e f i t s  a t  a lo w e r c o s t p e r e l i g i b l e  
em p lo yee .

When p u r c h a s in g  g ro u p h e a l t h  in s u r a n c e  t h e  a u t h o r i t y  s h a l l  
com p ly w i t h  t h e  p r o v i s i o n s  o f  T i t l e  36 and s h a l l  make b i d  
s p e c i f i c a t i o n s  a v a i l a b l e ,  once e v e r y  f i v e  y e a r s , t o  a l l  in s u r a n c e  
c a r r i e r s  l i c e n s e d  i n  A la s k a  and q u a l i f i e d  t o  p r o v i d e  t h e  d e s i r e d  
b e n e f i t s .

STATE GROUP HEALTH INSURANCE FUND AND PREMIUMS

The s t a t e  g ro u p  h e a l t h  in s u r a n c e  fu n d i s  c r e a t e d  i n  th e  
g e n e r a l fu n d . I t  c o n s i s t s  o f  a p p r o p r i a t i o n s  and prem ium s 
c o l l e c t e d  u n d e r t h i s  t i t l e .  Money i n  th e  fu n d s h a l l  be managed 
and in v e s t e d  by th e  b o a rd and th e  b o a rd  may expend fu n d s f rom  the 
f u n d t o  c a r r y  o u t i t s  o p e r a t i o n s .

The a u t h o r i t y  s h a l l  c o l l e c t  s u f f i c i e n t  p rem ium s t o  p r o v i d e  
th e  r e q u i r e d  in s u r a n c e  c o v e ra g e and t o  pay th e  expe n se s o f th e  
a u t h o r i t y .
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PARTICIPATION AND WAIVER

The a u t h o r i t y  may a l s o  g r a n t  a w a iv e r o f  p a r t i c i p a t i o n  t o  
th e  s t a t e ,  a m u n i c i p a l i t y  o r  a s c h o o l d i s t r i c t  who has e l e c t e d  t o  
p a r t i c i p a t e .  The b o a rd  may a p p ro v e o r  d is a p p r o v e  a w a iv e r when 
th e  p a r t i c i p a n t  can docum en t th e  a b i l i t y  t o  ma tch t h e  minimum 
b e n e f i t  and f i n a n c i a l  s ta n d a r d s  e s t a b l i s h e d  by th e  b o a rd  f o r  th e  
d e s i r e d  g ro u p  h e a l t h  c o v e ra g e . A w a iv e r may be g r a n t e d  when a 
p a r t i c i p a n t  c e r t i f i e s  t h a t  i t s '  em p lo yee s w i l l  n o t have h e a l t h  
c a re  c o v e ra g e  f r o m  th e  a u t h o r i t y  o r  o t h e r  c a r r i e r .

P a r t i c i p a n t s  may s e p a r a t e l y  p r o v i d e  f o r  h e a l t h  in s u r a n c e  i n  
a d d i t i o n  t o  t h a t  p r o v i d e d  b y th e  A u t h o r i t y .

DEFIN ITIONS

(1 ) a u t h o r i t y ,  means th e  A la s k a  S t a t e  G roup H e a l t h  In s u r a n c e  
A u t h o r i t y ;
(2 ) b o a r d , means t h e  b o a rd  o f d i r e c t o r s  o f  t h e  A la s k a  Group 
H e a l t h  In s u r a n c e  A u t h o r i t y ;
(3 ) d i s t r i c t ,  means a s c h o o l d i s t r i c t  o r  REAA;
(4 ) e l i g i b l e  em p lo y e e , means an em p lo yee q u a l i f i e d  f o r  g ro u p 
h e a l t h  in s u r a n c e  b e n e f i t s  as d e te rm in e d  by t h e  p a r t i c i p a n t ;
(5 ) f u n d , means t h e  s t a t e  g ro u p  h e a l t h  in s u r a n c e  fu n d ;
(6 ) g ro u p  h e a l t h  in s u r a n c e , means c o v e ra g e t h a t  may in c l u d e  l i f e  
i n s u r a n c e , a c c i d e n t a l d e a th  and d ism em be rm en t , w o r k e r s ' 
c om p e n s a t io n , m e d ic a l c a r e  and t r e a tm e n t i n c l u d i n g  M e d ic a re  and 
M e d ic a id , d e n t a l c a r e , eye c a r e , and o t h e r  g ro u p  h e a l t h  c o v e ra g e 
as d e te rm in e d  by t h e  a u t h o r i t y ;
(7 ) m u n i c i p a l i t y ,  i n c l u d e s  a p u b l i c  c o r p o r a t i o n  e s t a b l i s h e d  by a 
m u n ic ip a l?  t y ;
(8 ) p a r t i c i p a n t ,  means t h e  s t a t e ,  a m u n i c i p a l i t y ,  o r  a d i s t r i c t ;
(9 ) s t a t e ,  means t h e  e x e c u t i v e ,  l e g i s l a t i v e ,  and j u d i c i a l  
b ra n c h e s o f  s t a t e  g o v e rnm e n t , o r  an o r g a n i z a t i o n a l u n i t  o f a 
b ra n c h , and i n c l u d e s  t h e  U n i v e r s i t y  o f  A la s k a , and a p u b l i c  
c o r p o r a t i o n  o f  t h e  s t a t e  c r e a t e d  w i t h i n  a p r i n c i p a l  e x e c u t i v e  
d e p a r tm e n t .
(10 ) paym en t s y s tem , means a sy s tem  o r  me thod t o  s t r e a m l i n e  and 
e f f e c t  c o s t e f f i c i e n t  pa ym en ts t o  h e a l t h  c a r e  p r o v i d e r s .
(11 ) r a t e  s c h e d u le , means a s c h e d u le  o f  a l l o w a b l e  paym en ts f o r  
h e a l t h  c a r e  r e l a t e d  s e r v i c e s  re n d e r e d  based on g e o g r a p h i c  r e g io n s  
a c t u a l p r o v i d e r  c o s t and a v a i l a b i l i t y  o f  s e r v i c e s .
(12 ) u t i l i z a t i o n  r e v ie w , means a s y s tem  t o  m o n i t o r ,  t r a c k  and 
v e r i f y  p a t t e r n s  o f  t r e a tm e n t by h e a l t h  c a r e  p r o v i d e r s  t o  a s s u re 
t h a t  t h e  m os t e f f i c i e n t  and c o s t e f f e c t i v e  c a r e  i s  d e l i v e r e d  
w i t h i n  a c c e p te d  s t a n d a r d s  w i t h  o u t r e d u c in g  q u a l i t y  o f  c a r e .

Sep t  i.P,n_ ? ,
P la c e s  em p lo ye e s o f  t h e  a u t h o r i t y  i n  t h e  exemp t s e r v i c e .  

S e c t i o n  4 .
R e q u i r e s  b o a rd  members o f  t h e  a u t h o r i t y  t o  com p ly w i t h  th e  

c o n f l i c t  o f  i n t e r e s t  s t a t u t e s .
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ge e t ; o n
P ro v id e s  t h a t  te rm s o f  th e  b o a rd members w i l l  be s ta g g e r e d . 

S e c t io n  6.
The A u t h o r i t y  i s  r e q u i r e d  t o  make a p r o g r e s s  r e p o r t  t o  th e  

L e g i s l a t u r e  by March 1, 1991. The r e p o r t  c o v e r s  t h e  A u t h o r i t i e s  
e f f o r t s  i n  e s t a b l i s h i n g  th e  h e a l t h  c a re  p r o v i d e r  paym en t sys tem  
r a t e  s c h e d u le , and u t i l i z a t i o n  s ta n d a r d s .

S e c t i o n  7.
P ro v id e s  f o r  an im m ed ia te e f f e c t i v e  d a t e .



P u rp o s e :

To p r o v i d e  a v e h i c l e  t h a t  e n a b le s  c o s t e f f e c t i v e  h e a l t h  c a re  
d e l i v e r y  t o  a l l  p a r t i c i p a n t s  o f S t a t e  h e a l t h  p la n s  ( i n c l u d i n g  
a c t i v e / r e t i r e e s  o f S t a t e ,  M u n i c i p a l and E d u c a t i o n ) , i n  o r d e r  t o  
h e lp  c u r b  e s c a l a t i n g  h e a l t h  c a r e  c o s t s .

C u r r e n t l y  each e n t i t y  p u rc h a s e s  h e a l t h  c a r e  f r o m  a number o f 
h e a l t h  in s u r a n c e  p r o v i d e r s  f o r  t h e i r  p l a n s . By c r e a t i n g  a h e a l t h  
in s u r a n c e  a u t h o r i t y  each p a r t i c i p a t i n g  e n t i t y  w o u ld i n  e f f e c t  
have t h e  a b i l i t y  t o  r e a l i z e  t h e  c o s t  econom ie s o f  a much l a r g e r  
g ro u p  ( 1 3 4 ,0 0 0 p a r t i c i p a n t s  v s 2 4 , 0 0 0 ) .  T h i s  w o u ld  e n a b le  th e  
a u t h o r i t y  t o  n e g o t i a t e  paym en t r a t e s  and u t i l i z a t i o n  f a c t o r s  w i t h  
h e a l t h  c a r e  p r o v i d e r s  and p r o v i d e  f o r  a p p r o p r i a t e  c a r e  d e l i v e r y  
a t  an a p p r o p r i a t e  c o s t .  The a u t h o r i t y  c o u ld  be expanded t o  
i n c l u d e  m e d ic a id  and w o r k e r s  c om p e n s a t io n  b e n e f i t  s y s te m s .

The a u t h o r i t y  c o u ld  phase i n  r e s p o n s i b i l i t i e s  o v e r a p e r i o d  o f 
t im e

Phase I
A u t h o r i t y  C re a te d  -

E s t a b l i s h  p r o v i d e r  pa ym en t and u t i l i z a t i o n  
s t a n d a r d s  f o r  u se by p a r t i c i p a t i n g  e n t i t i e s  
w i t h  t h e i r  c u r r e n t  h e a l t h  p la n s .

Phase I I
S t a r t  t o  p o o l p u r c h a s in g  o f  c o v e ra g e  v o l u n t a r i l y  
by e n t i t i e s .

P o o l a l l  e n t i t i e s  t o  g i v e  maximum c o s t 
e f f i c i  e n c ie s .

H e a l t h  In s u r a n c e  A u t h o r i t y

SB 254 b y S e n a to r D uncan

Phase I I I



B a ckg ro u nd

* S u p p lem e n ta l R equ e s t FY 89 o f  2 1 .8  m i l l i o n  t o  c o v e r 
in c r e a s e d  H e a l t h  Ca re p rem ium s .

* I n c r e a s i n g  c o s t s  o f  H e a l t h  C a re i n  A la s k a  f rom  75 m i l l i o n  
i n  FY 80 t o  i n  e x c e s s o f  300 m i l l i o n  i n  FY 90 .

* H e a l t h  In s u r a n c e  prem ium s f o r  em p lo yee s i n c r e a s i n g  f rom  
$217 .6 5 i n  FY 84 t o  $431 .72 i n  FY 89 an in c r e a s e  o f  98% 
i n  f i v e  y e a r s . The n a t i o n a l a v e ra g e  i n  1989 was $2 1 6 .0 0

* H e a l t h  C a re Task F o rc e C r e a t i o n

* S h o r t te rm  -  ways t o  re d u c e  s u p p le m e n ta l r e q u e s t s

* M id te rm  -  ways t o  re d u c e  FY 90 c o s t s

* Long te rm  -  ways t o  re d u c e  h e a l t h  c a re  c o s t s  i n
A la s k a .

H e a l t h  In s u r a n c e  A u t h o r i t y

SB 254

H e a l t h  In s u r a n c e  A u t h o r i t y

* C o o r d in a te  b u y in g  powe r o f  S t a t e  p la n s  t o  re d u c e  h e a l t h  
c a re  c o s t s  i n  A la s k a .

* Lowe r c o s t o f  p la n  a d m i n i s t r a t i o n

* R e a l i z e  t r e n d s  in  h e a l t h  c a r e  d e l i v e r y  and a d j u s t  
a c c o r d i n g l y .



R e c e n t l y  I  r e c e i v e d  a copy o f  a l e t t e r  s e n t b y M ic h a e l H u r s t t o
G .G .U . members c i t i n g  t h e  " a c t u a l "  c o s t f o r  em p lo yee s h e a l t h  
c a r e .

As you a r e  awa re I  am q u i t e  c o n c e rn e d  a b o u t r i s i n g  H e a l t h  c a re  
c o s t s  i n  t h e  s t a t e  and th e  c o s t t o  em p lo y e e s . As a member o f  t h e  
H e a l t h  Ca re C o s t C o n ta in m e n t T a s k F o rc e  we have re v ie w e d  t h e  
c o s t s  u n d e r t h e  A e tn a p la n  and ha ve made re c om m enda t io n s t h a t  
w o u ld  re d u c e c o s t s  b u t n o t re d u c e b e n e f i t s .  The t a s k  f o r c e  has 
made re c om m end a t io n s t h a t  a l lo w e d  f o r  t h e  r e c o v e r y  o f  p a s t due 
r e f u n d s  and c o s t c o n ta in m e n t s a v in g s  t o t a l i n g  o v e r 10 m i l l i o n  
d o l l a r s .

The l e t t e r  may m is le a d  G .G .U . members as i t  o u t l i n e s  a 9 .6  
m i l l i o n  d o l l a r  s u r p l u s  a t  t h e  end o f  t h e  p l a n  a c c o u n t in g  p e r i o d  
e n d in g  June 30 , 1989 , when i n  f a c t  t h e  b a la n c e  was a c t u a l l y  7 .2  
m i l l i o n .  I n  p a s t y e a r s  t h e  p la n  was i n  a d e f i c i t  p o s i t i o n .

T h i s  s u r p l u s  was used (a lo n g  w i t h  c o s t  c o n ta in m e n t p r o v i s i o n s )  t o  
re d u c e t h e  prem ium f rom  $431 .7 2 t o  $ 3 8 4 .5 9 p e r em p loyee p e r mon th 
and t o  g u a ra n te e  t h i s  p rem ium l e v e l  u n t i l  J a n u a r y  31 , 1991 .

I t  m us t be n o te d  t h a t  t h e  7% h e a l t h  c a r e  i n f l a t i o n  p o i n t e d  o u t i n  
H u r s t ' s  l e t t e r  i s  n o t a r e a l i s t i c  p r o j e c t i o n  when h e a l t h  c a re  
i n f l a t i o n  i n  t h e  S t a t e ' s  p la n  has been t r a c k i n g  a t  19.98% p e r 
y e a r f o r  t h e  l a s t  f i v e  y e a r s .

I f  h e a l t h  c a r e  c o s t s  c o n t i n u e  t o  r i s e  a t  20% p e r y e a r t h e  c u r r e n t  
$3 8 5 .0 0 p rem ium w i l l  in c r e a s e  s u b s t a n t i a l l y  u n le s s  we can 
f i n d  ways t o  s lo w  o r  s t o p  t h i s  p a c e . The Task F o rc e i s  
e v a l u a t i n g  lo n g  te rm  ways t o  c u r b  h e a l t h  c a r e  i n f l a t i o n  i n  th e  
S t a t e  and w i l l  be r e p o r t i n g  th e s e  f i n d i n g s .
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MEMO

TO: House HESS Comm it tee Members

FROM: C a r l F .N . Rose, E x e c u t i v e  D i r e c t o r

RE: S ena te B i l l  254 - Group H e a l t h  In s u ra n c e  A u t h o r i t y

DATE: A p r i l  26, 1990

The A s s o c ia t i o n  o f A la s k a S choo l B oa rd s i s  k e e n ly  aware o f 
th e  f i n a n c i a l  h a r d s h ip  e x p e r ie n c e d  by s c h o o l d i s t r i c t s  w h ic h 
i s  due i n  la r g e  measu re t o  r a p i d l y  e s c a l a t i n g  h e a l t h  co ve ra g e 
c o s t s . We re c o g n is e  th e  v a lu e  o f l o o k i n g  f o r  a l t e r n a t i v e  
means t o  a l l e v i a t e  t h i s  bu rd e n .

W h i le  we c o n c u r w i t h  th e  c o n c e p t o f th e  A la s k a S ta te  H e a l th  
G roup A u t n o r i t y ,  w h ic h i s  s e t f o r t h  i n  SB 254, we do have 
some c o n c e rn s .

One o f th o s e co n c e rn s wou ld be th e  p o s s i b i l i t y  o f a f u t u r e  
d e t e rm in a t i o n  t h a t  th e  p rog ram s h o u ld  be m anda to ry , and wou ld 
r e q u i r e  all s c h o o l d i s t r i c t s  t o  p a r t i c i p a t e .  I t  has been o u r 
e x p e r ie n c e  i n  fo rm in g  and a d m in i s t e r i n g  a c o o p e r a t i v e  
p r o p e r t y  in s u r a n c e  p rog ram f o r  s c h o o l d i s t r i c t s  t h a t  some o f 
t h e  l a r g e r  d i s t r i c t s ,  such as A ncho ra g e , F a irb a n k s and 
Juneau , were a b le  t o  e i t h e r  n e g o t i a t e  lo w e r r a t e s  on t h e i r  
own o r p a r t i c i p a t e  i n  a s e l f - i n s u r a n c e  a r rangem en t w i t h  t h e i r  
m u n ic ip a l go ve rnm en ts . We s u s p e c t t h i s  m ig h t a l s o  be t r u e  i n  
th e  a rea o f h e a l t h  c o v e ra g e .

We b e l i e v e  t h a t i f  th e  prog ram i s  t r u l y  b e n e f i c i a l  th e n i t  
w i l l  f o l l o w  t h a t d i s t r i c t s  w i l l  v o l u n t a r i l y  j o i n .  However, a 
mandated p rog ram may n o t p ro v e t o  be i n  e v e r y o n e 's  b e s t 
i n t e r e s t ,  and w ou ld p u t an a d d i t i o n a l bu rd en on a s c h o o l 
d i s t r i c t  ( o r m u n i c i p a l i t y )  t o  d em o n s t r a te  why th e y s h o u ld  be 
a l lo w e d  t o  pu rs u e o t h e r  o p t i o n s .

A n o th e r c o n c e rn re g a rd s  th e g o ve rn a n ce o f th e A u t h o r i t y .  The 
make-up o f th e  g o v e r n in g  boa rd c u r r e n t l y  s p e c i f i e s  " tw o 
members r e p r e s e n t i n g  s c h o o l d i s t r i c t s " .  We wou ld l i k e  t o  
have i t  made c l e a r  t h a t  th o s e two r e p r e s e n t a t i v e s  s h o u ld  
r e p r e s e n t s c h o o l d i s t r i c t  m a n a g e m e n t , s in c e  i t  i s  a l r e a d y  
s p e c i f i e d  t h a t l a b o r  o r g a n i s a t i o n s  w i l l  bo re p re s e n te d .



UEC’B mhk 1? 1990

l a s k a  S t a t e  M  e d i c a l  A s s o c i a t i o n

4107 Laurel Street . Anchorage, Alaska 99508-5334 . (907)562-2662

April 12,1990

Honorable Johnny Ellis 
Chairman
Health, Education and Social Services 
P.O. Box V
Juneau, Alaska 99811 Re: Senate Bill 254
Dear Representative Ellis:
Is creating a government-run insurance program the solution for restraining the 
costs o f health care?
In 1965 the U.S. Congress amended the Social Security Act by adding Title 18 - 
Medicare. Like Senate Bill 254 it established a government agency - the Bureau 
of Health Insurance - to establish payment rates, review utilization of 
services, and purchase insurance at the lowest possible cost for its 
beneficiaries, in this case, Americans over 65. It contracted with private 
insurance companies, known as Fiscal Intermediaries, to pay out benefits. 
Within a decade the Bureau of Health Insurance had grown so large that it could 
no longer be contained within the Social Security Administration, so a new 
separate bureaucracy was created - the Health Care Financing Administration, or

By 1990 HCFA  and its non-insurance contractors (who perform utilization review 
and quality care review functions) had become one of the largest, most complex 
and costliest of the Federal bureaucracies, and one that is equallv mistrusted 
by providers and beneficiaries alike. Since 1965 health care expenditures have 
risen to consume 1 2 %  o f GNP, a higher proportion than almost any country.
Medicare has proven to be a political, social and fiscal tarbabv for 
legislators, providers and consumers. Yet, Senate Bill 254 recreates in 
miniature the same mistakes Title 18 made almost a generation ago. Senate Bill 
254 even goes a step farther, by giving the Insurance Authority the option to 
actually operate the insurance program itself - collecting premiums and paying 
benefits. Does the State o f Alaska really want to become caught in this 
scenario?

HCFA.



Honorab le Johnny Ellis
A p r il 12,1990
Page 2

Organized medicine in the US - and in Alaska * has been firmly committed to 
accessible, affordable health care, but we c5 )n't believe that having government 
enter the insurance business is a good answer.
Rather, we believe in using the marketplace to restrain the utilization of 
services, by introducing higher deductibility and/or greater co-insurance. By 
making patients partially responsible for health care costs, frivolous 
utilization o f services will diminish without question.
We also believe in reviewing the entire benifit package, and re-examining the 
meaning o f the term "comprehensive care." The benifit package available to 
Alaska state employees and retirees is certainly one of the most generous in 
the country.
Finally, we believe that the passage of House Bill 581 will provide a better 
forum to examine a number of issues and offer a program for stabilizing 
inflation of health care expenditures.
Therefore, we believe Senate Bill 254 to be a proposed "quick fix" for a much 
larger problem and we sincerely oppose this legislation.

Ray Schalow 
Executive Director



W o r k e r s '  C o m p e n s a t i o n  

C o m m i t t e e  o f  A l a s k a

Tuesday, April 24, 1990

Johnny Ellis, Chairman
House Health, Education, and Social Services Committee 
Alaska State Legislature 
P.O. Box V (MS 3100)
Juneau, AK 99811

Re: CSSB254

Dear Representative Ellis:

I understand that this bill has passed In the Senate and has now been referred to 
your committee for consideration. As president of the Workers ’ Compensation 
Committee of Alaska, representing some 450 employers throughout Alaska for 
workers’ compensation concerns, and also as Benefits Manager of the Anchorage 
School District with over 35 years experience In the group Insurance and 
employee benefits field, I must convey to you my total opposition to CSSB 254, 
both as to its Intent and construction. At first glance, it may appear to offer reduced 
health care cost for employees of the State and its political subdivisions, but as 
written, I am afraid it would do Just the opposite.

The bill purports to call for voluntary participation by the various eligible entities, but 
then provides for requiring mandatory participation. It requires the creation of fee 
schedules and utilization ctandards for health care providers without addressing 
any realistic basis for establishing, or enforcing of them. It would allow for entirely 
different levels : f benefits and plan designs from one entity to another. Unless 
practical parameters or guidelines for the benefits to be provided are established In 
the bill itself, the entire program would be unmanageable and costs would run wild. 
Finally, enactment of this bill will require the creation of a large state bureaucracy 
which will grpstiy Increase the overall cost of providing health coverage to public 
employees e $0 fiscal note given to the Senate Finance Committee, was very
misleading ’at was only for FY 90. Starting with FY 91, the fiscal impact will be
significant

The concept of a statewide 3roup Health Coverage Authority could be made to 
work and might contain, or even reduce the future cost of health benefits for public 
sector employees if:

P.O Box 200531 
♦

Anchoraga. Alaska 99520

£ r i  19-^1 r  h :**  -  o n  o u s c  j s ,  k v ?
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1. The Legislature establishes a uniform health plan providing for basic 
medical, dental, and vision benefits with reasonable deductibles, and co­
payments for all plan participants, and declares that on ly employer 
contibutlon amounts, and no t specific health care benefits, are subject to 
collective bargaining;

2. All state mandates of specific health benefits currently In effect are 
repealed;

3. Participation in the State Plan is made mandatory for all employees of the 
state and its political subdivisions in the same manner as the state 
retirement systems;

4. The Legislature establishes a self-funded health care authority for paying 
benefits under the basic state health plan and provides for annual 
appropriations to the fund based on annual actuarial assessments of the 
claims experience of the plan and appropriate reserve and expense 
requirements; and

5. Risk sharing contracts are established with a statewide network of 
healthcare providers and hospitals establishing rate and fee schedules.

Should CSSB 254 pass as written, it would increase cost fo r those political entities 
which now effectively manage their health benefit plans, It does not seem at all fair 
for the state to attempt to reduce its current high employee health plan cost at the 
expense of other political subdivisions. The California consultant’s contention, in 
his report to the state Health Task Force, that combining all public sector 
employees under one state health authority will save large amounts of money for 
all public entities is plain wrong under existing conditions In Alaska.

I urge you and your committee not to recommend passage of CSSB 254 Thank 
you for your consideration.

cc: Mark Boyer, Vice-Chairman
Cheri Davis 
Walt Furnace 
Peter Goll
Max F. Gruenberg, Jr. 
George G. Jacko, Jr.
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A p r i l 25 , 1990

T o : R ep . J o h n n y  E ll is , C h a ir 
M em be rs , H ouse HESS C om m it te e

Re: CS f o r  SB 2 4 '5 '(F in a n c c )
" A n  A c t re la t in g  to g ro u p  h e a lth  in s u ra n c e  a n d to h e a lth  ca re 
p ro v id e d  b y th e s ta te ; an d p r o v id in g  f o r  an e f f e c t iv e  da te ."

N E A -A la s k a  s u p p o r ts  and encou rages y o u r fa v o r a b le  c o n s id e ra t io n  o f SB 254.

A t th e schoo l d i s t r i c t  le v e l em p lo yees a rc  c o v e re d b y  a w id e  v a r ie ty  o f p la n s , some 
good a n d  m a n y  n o t so good , w i t h  a b ro a d ra n g e o f p re m iu m  costs . A l l a rc 
r e g u la r ly  fa c e d  w i t h  s u b s ta n t ia l p re m iu m  cos t in c rea ses a n d f r e q u e n t ly  d im in is h e d  
b e n e f i t co ve ra g e .

M a n y  schoo l d is t r ic t s , b y v i r t  : o f th e ir r e la t iv e ly  sm a ll s ize , d o n ’ t ha ve a n y 
a d v a n ta g e  o r le v e ra g e in  n e g o t ia t in g  p re m iu m  ra te s a n d  b e n e f i t co ve ra ge w i th  
in s u ra n c e  c a r r ie r s  o r h e a lth  ca re p ro v id e rs .

T h ro u g h  Phase I SB 254 m akes c r i t i c a l in fo rm a t io n  an d sys tem s a v a ila b le  to schoo l 
d is t r ic t s  la c k in g  th e resou rces necessa ry to a c q u ire  th is  in fo rm a t io n  on th e ir ow n .

M o re  im p o r t a n t ly , SB 254 w i l l e v e n tu a l ly  p ro v id e  schoo l d is t r ic t s  w i th  v ia b le  
o p t io n s  to th o se c u r r e n t ly  a v a i la b le  to th em  an d re p re se n ts th e re a l p o te n t ia l f o r  
in c re a s e d b e n e f i t co ve ra g e , m e a n in g fu l cos t c o n ta in m e n t , an d lo w e r p re m iu m  ra tes 
f o r  a l l p u b l ic  em p lo yees .

T h e  a tta c h e d  d a ta  shee t w h ic h  is c u r r e n t ly  b e in g u p d a te d  re f le c ts  th e b road range 
o f p re m iu m  cos ts an d b e n e f i t cove rages c u r r e n t ly  a v a ila b le  to schoo l d is t r i c t 
em p lo yees .

SB 254 is a w a y  to b e tte r add ress the h e a lth  c a re co n c e rn s o f schoo l d is t r ic t s  and 
a l l o f th e ir em p lo ye e s . We u rg e y o u r fa v o r a b le  response .

T h a n k  y o u f o r  y o u r c o n s id e ra t io n  o f o r p o s it io n .

R e s p e c t fu l ly  s u b m it te d ,

B ob M an ne rs 
E x e c u t iv e  S e c re ta ry .
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HERE A RE  T H E  L A T E S T  HEALTH  IN S U R A N C E  C O M P A R IS O N S :
In  F e b ru a ry  N E A -A la s k a  began a s ta te w id e  h e a lth  in s u ra n c e  c om p a r is o n  s tu d y . T h is  is a s um m a ry o f th e 
p r e l im in a r y  responses.

T h e re  a re 57 D is t r ic ts . We c o n ta c te d  55 D is t r ic ts  and ha ve h a d 50 responses. T h e co o p e ra t io n  o f the 
D is t r ic t s  has been e x c e lle n t . N o t a l l o f  the responses h a ve in c lu d e d  a l l in fo rm a t io n  h ow e ve r, so use th e 
s um m a ry  fo r in d ic a t io n s  o f  tre n d s  a n d rc fe . to th e s tu d y  i t s e l f f o r  s p e c i f ic  in fo rm a t io n  a b o u t s p e c if ic  
D is t r ic ts . R eques t th e s tu d y  f r o m  y o u r f ie ld  s ta f f re p re s e n ta t iv e .

P rem ium s

M o n th ly  p rem ium s f o r  em p lo ye e s o n ly  ra nge fro m  
a lo w  o f S I05. 44 to a h ig h  o f S 160.93.

M o n th ly  p rem ium s f o r  f a m i l y  ra n g e  f r o m  a lo w  o f 
S156.12 to a h ig h  o f S473.02.

M o n th ly  "c om po s ite " p re m iu m s - one cost per 
em p lo y e e rega rd le ss o f m a r i t a l o r fa m i ly  
s ta tu s - range f r o m  a lo w  o f S203.20 to a h ig h  o f 
S417.S5.

Amount of Premium Paid Bv District

T he s ta n d a rd  in  A la s k a  is 100% p re m iu m  oa id bv 
th e em p lo y e r . F o u r D is t r ic t s  p a y 90% o f the 
p re m iu m . One D is t r ic t pays 80%.

D e d u c t ib le s

15 D is t r ic t s  have S 5 0 /S I5 0 f o r  in d / f a m  d e d u c t ib le  
1 has S50. fo r  each pe rson c o v e re d .
1 has S50 /S200 .
26 D is t r ic t s  have S100 /S 300
2 ha ve S I0 0 /S I0 0  
1 has S 150 /150
I has S200 /S 600

C o -In s u ra n c e

II pa y 80%
27 pa y 90%
We have some in fo  on c a p : on c o - in s u ra n c e  bu t it 
is n o t ye t com p le te .

L i f e t im e  M a x im u m : on M a jo r M ed ica l

20 D is t r ic t s  ha ve a 5250 ,000 m a x im um .
9 D is t r ic ts  ha ve a 5500 ,000 m a x im um .
15 D is t r ic t s  h a ve a S l.0 0 0 .0 0 0 m a x im um .

P r im a rv /S e c o n d a rv  C ove rage

M os t D is t r ic t s  p ro v id e  c o o rd in a t io n  o f b e n e f its  i f  
tw o spouses w o rk  f o r  th e D is t r ic t . T h ir te e n  
D is t r ic ts  do n o t p ro v id e  p r im a ry /s e c o n d a ry  
cove rage .

Alcoholism and Drug Abuse Pencfit

13 D is t r ic ts  p ro v id e  a b e n e f i t less th a n th a t n ow  
set b y A K  S ta tu  a tu tc  m ay no t d ic ta te  u n d e r 
c e r ta in  c o n d i t io n - , T h e s ta tu to r y  m in im u m  is
57 ,000 o v e r 2 y c a r s /L i f c t im e  m ax o f 514 .000 - N o 
sp e c ia l re q u ire m e n ts  added o ve r and a b o ve 
re q u ire m e n ts  f o r  o th e r m e d ic a l c o n d it io n s .

D e n t a l

3 D is t r ic t s  p ro v id e  O r th o d o n t ia .
5 D is t r ic ts  p ro v id e  less th a n 80% cove ra ge f o r  
class 13 ro u t in e  ca re .
8 D is t r ic t s  p ro v id e  m o re th a n S I .000 co ve ra g e 
a n n u a lly .

Vision
8 D is t r ic ts  ha ve an eve exam  b e n e f i t th a t is less 
th a n 90% o f one e xam  pe r yea r.

Audio
6 D is t r ic ts  do no t have a u d io  cove rage .
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I . CONTINUED  D ISCUSSION  REGARDING POOLING  CONCEPTS

Several slates have enacted pooling legislation for a variety of reasons. Two case 
summaries, one for Hawaii and the other for Utah are presented below to gain an 
understanding as to how and why other states have exercised pooling 'or their benefit 
plans. Hawaii and Utah were chosen for this initial study because they both have been 
utilizing pooling for a number of years, Utah for 13 years and Hawaii for 28 years).
We recommend that you accept the invitations from Hawaii and Utah to personally 
experience the benefits of pooling.

Utah Public Employee Health Plan
The State of Utah's Public Employee Health Plan was established in 1977 by the state 
legislature to help reduce and connrol health care costs. The plan provides coverage to 
over 70,000 (23,000 primary insureds) state, county, dty, and school district employees, 
retirees and theL* dependents. All public entities must participate m the plan.
The fund is governed by legislation, directed by a board of trustees and a full time 
director. It requires 35 state employees to run the required operation.

Currently, the fund offers one plan design to all entities with separate rating based on 
each entities experience. The fund provides Dual Choice Medical and Dental, Two • 
H.M .O .'s, Life and Long-Term Disability coverage. The coverages are self-funded with in- 
house administration and daim  payors. Substantial savings have been realized by creating 
a buying gToup that is cohesive and proactive in cost containment and non-payment. One 
problem that has surfaced is that the fund has been setting rates 18 20 months in the 

future, and medical inflation has required increases in contributions earlier than originally 
anticipated.



Hawaii Public Employees Health Fund does not presently employ cost containment 
methods (ie: pre-certification and utilization review) or a preferred provider organization. 
Hawaii is currenuy experiencing medical inflation 4% to 5% lower than the mainland. The 
plan design includes higher deductibles and co-payments and the employees pay 40% of 
the medical premium.

Legislation governs the operations and power of the fund which is directed by a board of 
trustees and has of full-time director with a staff o f eight. Hawaii utilizes the fund to 
purchase and distribute benefit coverages using outside vendors, however, they could self- 
fund and/or self-administrator the program.

The fund is currently investigating the ability to add Long-Term Care to the benefit 
package for theu covered employees.

The Hawaii Public Employee Health Fund has offered to assist the Task Force in 
understanding the operation of their fund, and have extended an invitation to the Task 
Force to send a delegation to Hawaii for further on site discussions.
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I . CONTINUED  D ISCUSSION  REGARD ING  POOLING  CONCEPTS

Several states have enacted pooling legislation for a variety of reasons. Two case 
summaries, one for Hawaii and the other for Utah are presented below to gain an 
understanding as to how and why other states have exercised pooling for their benefit 
plans. Hawaii and Utah were chosen for this initial study because they both have been 
utilizing pooling for a number of years, Utah for 13 yean and Hawaii for 28 years).
We recommend that you accept the invitations from Hawaii and Utah to personally 
experience the benefits of pooUng.

Utah Public Employee Health Plan
The State of Utah's Public Employee Health Plan was established in 1977 by the state 
legislature to help reduce and control health care costs. The plan provides coverage to 
o v .” 70,000 (23,000 primary insureds) state, county, dty, and school district employees, 
retirees and their dependents. All public entities must participate in the plan.
The fund is governed by legislation, directed by a board of trustees and a full time 
director. It requires 35 state employees to run the required operation.

Currently, the fund offers one plan design to all entities with separate rating based on 
each entities experience. The fund provides Dual Choice Medical and Dental, Two •
H .M  O.'s, Life and Long-Term Disability coverage. The coverages are self-funded with In- 
house administration and daim  payors Substantial savings have been realized by creating 
a buying group that is cohesive and proactive in cost containment and non-payment. One 
problem that has surfaced is that the fund has been setting rates 18 20 months in the 

future, and medical inflation has required increases in contributions earlier than originally 
an tic paled.



The Utah Public Employee Fund has extended an invitation to the Task Force an on site 
look at their operation and answer any further questions you may have regarding their 
‘’pooling” experience.

Hawaii Public Employees Health Fund
The Hawati Public Employee Health Fund was established in 1962 under Chapter 87 
(revised) as a method to purchase and distribute employee benefit coverage for over
110,000 (65,000 primary insureds) state, county, city and school employees, retirees and 
their dependents. All public entities must participate in the fund.

The fund started 1962 with the base benefit plan and added, dependent care in 1966, 
group life in 1968 and Dental, Vision (V .SP .) and Prescription Drug plans effective 
January 1, 1990.

Currently, the fund offers a indemnity medical plan with Blue Cross, utilizing minimum 
Premium Funding, three - H .M O .'s (Kaiser, Community Health Plan, Island Care Plan). 
Dental, Vision, Prescription Drug and Life Insurance are currently fu lly  insured with the 
option o f utilizing alternate funding methods. AH plans are free standing and have 
separate rating and experience.

The fund currently negoejtes with earners on a two year rate guarantee basis that 
coincides with the Labor agreements. A ll contacts are negotiated with the negotiating 
committee which usually occurs every two years



Hawaii Public Employees Health Fund does not presently employ cost containment 
methods (le: pre-certification and utilization review) or a preferred provider organization. 
Hawaii Ls currently experiencing medical inflation 4% to 5% lower than the mainland. The 
plan design includes higher deductibles and co-payments and the employees pay 40% of 
the medical premium.

Legislation governs the operations and power of the fund which Is directed by a board of 
trustees and has of full-time director with a staff o f eight. Hawaii utilizes the fund to 
purchase and distribute benefit coverages using outside vendors, however, they could self­
fund and /o r self-administrator the program.

The fund is currently Investigating the ability to add Long-Term Care to the benefit 
package for their covered employees.

The Hawaii Public Employee Health Fund has offered to assist the Task Force in 
understanding the operation o f their fund, and have extended an invitation to the Task 
Force to send a delegation to Hawaii for further on site discussions.
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  February 12, 1990

SUBJECT: Group health insurance - CSSB 254( )

TO: Senator Jim Duncan

FROM: Michael F. Ford
Legislative Counsel

The attached draft raises a constitutional issue you should 
consider. Under Sec. 21.77.020(a), members of the legisla­
tive and judicial branches of state government will serve on 
the: board of the Alaska State Group Health Insurance Author­
ity. Having legislative and judicial members on the board 
of an executive agency may violate the separation of powers 
doctrine. This doctrine requires that government powers not 
be blended, unless there is an express constitutional pro­
vision allowing the mixture. See Bradner v. Hammond, 553 
P.2d 1 (Alaska 1976). If you believe you must have legisla- 
tive and judicial representatives on the board, the separa­
tion of powers issue would be minimized if the legislative 
and judicial members were not voting board members, but were 
members who only acted in an advisory capacity.

Please contact me if you have further questions.

MFF:pi 
WFP2/031

Enclosure



E S T I M A T E D  P O P U L A T I O N S  O F  A L A S K A N S  W H O S E  H E A L T H  C A R E  C O S T S  A R E  
D I R E C T L Y ,  I N D I R E C T L Y ,  O R  P A R T I A L L Y  P R O V I D E D  F O R  B Y  T H E  S T A T E

F m o l o v e e / R e t i r e e _____________________________D e p e n d e n t s ______________________ T o t a l s

1.  S t a t e  A c t i v e  E m p l o y e e s

1 3 , 0 0 0  1 7 , 5 0 0  3 0 , 5 0 0

2 .  R e t i r e e s  ( S t a t e ,  M u n i ,  S c h o o l X P E R S  &  T R S ) .

1 0 , 5 0 0  9 , 8 0 0

U p  t o  6 0 %  r e s i d e  i n  s t a t e

6 , 3 0 0  5 , 9 0 0  1 2 , 2 0 0

3  L o c a l  G o v t .  A c t i v e  E m p l o y e e s  ( P E R S )

1 3 , 6 0 0  1 8 , 4 0 0  3 2 , 0 0 0

$ .  T e a c h e r  A c t i v e s  ( T R S )

8 , 2 0 0  1 1 , 0 0 0  1 9 , 2 0 0

M e d i c a i d / M e d i c a r e  E l i g i b l e s .
D i v .  O f  M e d i c a l  A s s i s t e n c e

4 1 , 0 0 0  4  1 . 0 0 0

( 1 3 4 . 9 0 0 )

a )  S o m e  o f  t h e  p e o p l e  a p p e a r i n g  i n  i t e m  2  w i l l  o e  c o u n t e d  i n  i t e m  5

b )  E s t i m a t e s  o f  d e p e n d e n t s  i n  i t e m s  3  a n d  4  a s s u m e  t n a t  t h e  g r o u p s  
e x h i b i t  t h e  s a m e  a g e  a n d  s e x  c h a r a c t e r i s t i c s  a s  i n  g r o u p  I
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POO L ING  F IN D IN G S UPDATE

There arc several item s discussed at the last Task Force meeting tha t we w ou ld like to c la r ify . 

H aw a ii P rem ium Rates

Fo r fisca l year 1590, H aw a ii’s m on th ly p rem ium  rate fo r M ed ica l, V is io n , P resc rip tion D rug 

and Denta l are:

S ingle Coverage - State pays S 52.88; Employee pays S 35.28 -  S 88.16 

Fam ily Coverage - State pays S I54.02; Employee pays S I02.70 -  S256.72

There was a m isunde rs tand ing on how H aw a ii calcu la tes the composite ra te , crea ting the 

con fu s io n on the S500.00 m on th ly rate.

H a w a ii’s hea lth b e n e fit agreements w ith Labo r.

A p p io x im a te ly  90% o f the 65,000 active pa rtic ipa n ts in the H aw a ii pool are covered by l a b r  

agreements. H aw a ii's poo l p rov ides standard leve l o f bene fits fo r a ll pa rtic ipa n ts a id  set* the 

p rem ium  rate. In labo r nego tia tions , the un its negotia te fo r the c o n tr ib u tio n prov ided by the 

State. The d if fe re n c e is ( i f  any) pa id by the employee. H aw a ii also operates w ith  a ’me too" 

clause w ith  its labo r g roup re su ltin g in s im ila r s ta te /em p loyee con tr ib u tio n s fo r a ll groups.

A t the last Task Force m ee ting , it was requested add itio n a l in fo rm a tio n on poo ling spe c ific a lly , 

advantages, savings *n d lo n g -te rm  e ffe c t on hea lth care cost con ta inm en t. Inc luded in th is 

re p o rt is a closer look at the savings realized by U T A H ’S P ub lic Employee Hea lth Plan (PEHP).

U ta h Pub lic Em p lo ye r P lan (P E H P )

The State o f U tah 's P ub lic Em p loyee Plan (PEHP ) was estab lished in 1977 by the state 

leg is la tu re to he lp reduce and co n tro l health care costs. The plan prov ides coverage to ove r

70,000 (2 3 ,0 n  p r im a ry insureds) state, coun ty , c ity , and school d is tr ic t employees, re tirees and
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SECriON IV 

POOLING



PO O L ING  F IN D IN G S U PDATE

1 h e r a r e  several items discussed at the last Task Force meeting tha t we w ou ld lik e to c la r ify . 

H aw a ii P rem ium Rates

F o r fisca l year 1990, H aw a ii’s m on th ly p rem ium  rate fo r M ed ica l, V is io n , P re sc rip tio n D rug 

and Den ta l are:

S ing le Coverage - State pays S 52.88; Em p loyee pays S 35.28 -  S 88.16 

F am ily Coverage - State pays S154.02; Employee pays S102.70 -  S256.72

There was a m isunde rs tand ing on how H aw a ii ca lcu la tes the com posite ra te , crea ting the 

con fu s io n on the S500.00 m on th ly rate.

H aw a ii’ s he a lth b e ne fit agreements w ith  Labo r.

A p p ro x im a te ly 90% o f the 65,000 active pa rtic ip a n ts in the H aw a ii poo l are covered b y labor 

agreements. H aw a ii’s noo l p rov ides standard level o f bene fits fo r a ll pa rtic ip a n ts and sets the 

p rem ium  rate. In labo r nego tia tions , the un its negotia te fo r the c o n tr ib u t io n  p ro v id e d by the 

State. The d iffe re n c e is ( i f  any) pa id by the employee. H aw a ii also operates w ith  a "me too'* 

clause w ith  its labo r g roup re su ltin g in s im ila r s ta te /em p loyee co n tr ib u tio n s fo r a ll groups.

A t the last Task Force m ee ting , it was requested a d d itio n a l in fo rm a tio n  on poo ling sp e c if ic a lly , 

advantages, savings and lo n g -te rm  e ffe c t on health care cost con ta inm en f . Inc luded in this 

re po rt is a closer look at the savings realized by U T A H ’S Pub lic Em p loyee Health Plan (PEHP)

U ta h Pub lic Employee P lan (P E H P )

The State o f U tah 's Pub lic Em p loyee Plan (PEHP ) was estab lished in 1977 by the state 

leg is la tu re to he lp reduce and con tro l health care costs. The plan p rov id es coverage to over 

70 .COO (23,000 p r im a ry insu reds) state, co u n ty , c ity , and schoo l d is t r ic t employees, re tirees and
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th e ir dependents. A l l p u b lic en titie s must pa rtic ip a te in the plan. The fu n d is governed by 

leg is la tion , d ire c te d by a board o f trustees and a fu l l - t im e  d ire c to r. It requ ires 35 state 

employees to ru n the p lan 's ope ra tion .

C u rre n tly , the fu n d o ffe rs one p lan design to a ll en titie s w ith  separate ra tin g based on each 

en titie s experience. The fu n d prov ides Dual Cho ice M ed ica l and Denta l, Tw o - H .M .O .’s, L ife  

and Lo n g -T e rm  D is a b ility  coverage. The coverages are s e lf- fu n d e d w ith  in -house 

adm in is tra tio n and c la im  payors.

PEHP has rea lized savings in th ree main areas. Low e r cost o f adm in is tra tio n , negotia ted 

p ro v id e r paym ent, u t il iz a t io n  standards and plan design in c lu d in g wellness programs. These 

fin d in g s are ve r if ie d  by U T A H ’S Leg is la tion A u d ito r Genera l's repo rt da ted Feb rua ry 2, 1989. 

(In c lu d e d in a tta chm en t.)
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ADMINISTRATIVE COSTS

U TAH 'S  PEHP com pared fa v o ra b ly in the aud it re p o rt w ith  f iv e  se lf- in su re d ca rr ie r 

a dm in is tra tiv e rates. The average was 6.8% com pared to PEHP at 3.5%. A e tna , c u rre n tly , 

charges the State o f A la ska 6.5% to process cla im s to ta llin g S5,656,424 fo r the 1989 plan year.

! f  A laska cou ld e ffe c t s im ila r savings in adm in is tra tiv e costs, the savings w ou ld be S2.5 m illio n 

per year, ju s t fo r ac tive and re tiree plans.

C om parison o f A dm in is tra tiv e Cost Between 
S e lf- In s u re d C arrie rs fo r H ea lth Care 
Source U T A H  Leg is la tive A u d it R epo rt

A dm in is tra t io n Costs As A 
C a rr ie r P t r t tn t .o L T Q in l C o m ___

C om pany A 

Com pany B 

Com pany D 

Com pany E 

Com pany F

S im p le Ave rage 

A laska (A e tn a )

PEHP

These companies also adm in is te r a 4 0 K K )  plan to employees as w e ll as o the r program s.

6 .3*

7.0
6 .4 *

9.3
i l

6 . 8

6.5
3.5

17
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Nego tia ted p rov id e r paym en t and u til iz a t io n  standards

PEHP has been able to reduce hea lth care costs th ro u g h negotia ted d iscoun ts in p re fe rred 

p ro v id e r arrangements. In the com parison o f PEHP 's re im bu rsem en t o f Seven Common 

procedure re im bursem ents (Page 3, Table I, U tah Leg is la tive A u d it R epo rt) the savings ranged 

from  6% - 8% from  usual ca rr ie r re im bursements. C la im s payors (ca rrie rs ) in U tah use a 

"M ed Index" to ascerta in usual and reasonable rates. In a com parison o f Ten Common health 

care procedures (see U tah Leg is la tio n A u d it R epo rt. Page 4, PEHP. Table I I) . PEHP was 

re im bu rs in g p rov id e rs at a low e r ra te than the med index re su ltin g in savings o f 11% to 25%.

These s im ila r savings cou ld be ach ieved in A laska ’s p lan by using com b ina tio n o f p re fe rred 

p ro v id e rs , revised usua l, reasonable and custom ary (U C R ) and p ro v id e r paym en t schedules. In 

the 1989 plan year. 580,318 .125 was paid fo r cla im s i f  savings s im ila r to U ta h ’s experience are 

rea lized , the State o f A lask3 w ou ld save between S6.4 m ill io n  and S20.0 m ill io n  per plan year.

Plan Design and Wellness Programs

PEHP has im p lem en ted plan design charges to in co rp o ra te cost con ta inm en t and wellness plans. 

Cost con ta inm en t p rov is ions tha t have been im p lem en ted inc lude :

• Second S u rg ra l O p in io n

• U t i l iz a t io n  Rev iew

• P re -C e r t if ic a t io n

• Managed M en ta l H ea lth and Substance Abuse

• A lte rn a te Care Settings (Home H ea lth )

• Pharm acy P.P.O.
*

• O u tp a tie n t Surgery

• P re fe rred P rov ide r N e tw o rk

• F lex Plan (See A tta chm en t)

• Three Phase Wellness Plan (See A tta c hm en t)

10



T h a t Inc ludes:

- Screening

- Educa tio n and Assistance

- O ne -O n -O ne G u idance , I f  Necessary

These severa l p lan designs, cost con ta inm en t and fu n d in g  arrangements have demonstra ted 

reduced plan in f la t io n . The Tab le be low illus tra tes tha t PEHP has been able to ho ld costs at 

abou t the ove ra ll med ica l CP I leve l (6 .7% ) versus A la ska ’s plan increasing at 19.98%.

C om pa r ison  o f  Ra te  Inc reases  F o r  F am i ly  
P rem ium s By O th e r  W este rn  S ta tes

A nnua l P rem ium  G row th  E s t im a ted
S ta te  R a te  F o r  Last Five Yea rs  Inc rea sed  FY '9 0

A rizo n a 17.2% N /A

Co lo rado 6.4 N /A

Idaho 4.0 30%

M on tana 5.5 26

Nevada 4.6 15

N ew M ex ic o -  Plan A 23.8 30

N ew M ex ic o -  Plan B 9.6 30

W yom ing £2

Ave rage 9.7 31

A laska (A e tna 3 years) 19.98 0 (R ev ised )

U ta h 6.6 23 -3 1 *

M ed ic a l CP I s 6.7 N /A

•P E H P  is reques ting a 21% increase and a one -tim e a p p ro p r ia tio n o f S2.4 m ill io n to rebu ild its 
reserves. To fu n d the S2.4 m ill io n  ap p ro p ria tio n ove r tim e cou ld increase prem ium s from  2% 
to 10%. PEHP also w i l l reduce bene fits by 10%.

Source: U ta h Leg is la tion A u d it Repo rt
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A dd i t io n a l ly ,  P E H P  has been ab le  to ho ld p rem ium  increases at 6 .6%  versus the insurance 
c a r r ie rs  average in U tah  o f  1 2 .2%  o v e r  the last 5 years.

C u r r e n t ly .  P E H P  is requesting a supp lementa l a p p rop r ia t io n  in fund ing  f o r  the p lan f r o m

S 3 0 8 .0 0  to S 3 2 5 .0 0  to c o v e r  sho r t  fu nd ing  in the last session and rebu i ld  reserves.

In  p rev iou s  good years when a su rp lus  was gene ra ted , it was re tu rned  to the U tah  State genera l 
fu n d .

C onc lu s ion

By u t i l iz ing  a poo l ing  concept f o r  A la ska ’ s hea lth  p lans , the fo l low in g  savings cou ld  be 

genera ted f o r  the A c t iv e  and R e t i re e  P lan . Sav ings c ou ld  be s ign i f ic an t ly  g rea te r by inc lud ing  

tota l hea lth  care pa id  f o r  by the state p rog ram s .

Estim ated  Savings:

A dm in is t ra t ion  S 2 .0  -  S 3 .0  m i l l i o n

P ro v id e r  A r rangem en ts  6 .4  -  S 2 0 .0  m i l l i o n

S low ing  P rem ium  Increase T .B .D .

R ecogn ize  T re n d s /A d ju s t  2 .0 -  S 1 0 .0  m i l l io n

To ta l E stim ated  Savings S10 .4  -  S 3 3 .0  m i l l i o n
f o r  active and re t i ree  p lans

2 0
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S u b j e c t :  P u b l i c  B e p l o y t a s '  H e a l t h  P l e a  

" e a r  L e g i s l a t o r s :

T h i s  r e p o r t  h a s  b e e n  p r o v i d e d  t o  g i v e  t h e  L e g i s l a t u r e  s o m e  
a d d i t i o n a l  b a c k g r o u n d  i n f o r m a t i o n  o n  r i s i n g  p u b l i c  e m p l o y e *  h e a l t h  
i n s u r a n c e  c o s t s .  T h e  r e v i e w  i s  l i m i t e d  i n  i t s  s c o p e  s i n c e  m a n y  
f a c t o r s  a r e  a f f e c t i n g  h e a l t h  c a r e  c o s t s  a n d  w e r e  n o t  e x p l o r e d  i n  
d e t a i l .  I t  i s  a l s o  d i f f i c u l t  t o  d i r e c t l y  c o m p a r e  e a c h  h e a l t h  c a r e  
p r o v i d e r  b e c a u s e  o f  t h e  g r e a t  v a r i e t y  a m o n g  t h e  p r o g r a m s .  F o r  
e x a m p l e ,  s e v e r a l  c o m p a n i e s  h a v e  s t a r t e d  h e a l t h  m a i n t e n a n c e  o r  
p r e f e r r e d  p r o v i d e r  o r g a n i s a t i o n s  b u t  e a c h  o r g a n i z a t i o n  i s  s e t  u p  
d i f f e r e n t l y  i n  a n  a t t e m p t  t o  c o n t r o l  c o s t s  o r  m a k e  a  p r o f i t .  
F i n a l l y ,  s e v e r a l  a r e a s  w e r e  n o t  c o m p l e t e l y  e x a m i n e d  d u e  t o  t h e  t i m e  
c o n s t r a i n t s  o f  p r o v i d i n g  t h i s  r e p o r t  t o  t h e  L e g i s l a t u r e .  H o w e v e r ,  
e v e n  w i t h  t h i s  l i m i t e d  r e v i e w ,  w e  h o p e  t h e  i n f o r m a t i o n  i n  t h i s  
r e p o r t  w i l l  b e  h e l p f u l  t o  t h e  L e g i s l a t u r e .

T h r e e  m a i n  a r e a s  a r e  b r i e f l y  p r e s e n t e d :  1 )  a  c o m p a r i s o n  o f  
P u b l i c  E m p l o y e e s '  H e a l t h  P l a n  ( P E H P )  c u s t o m a r y  a n d  r e a s o n a b l e  
r e i m b u r s e m e n t  r a t e s  w i t h  f i v e  l o c a l  i n s u r a n c e  c o m p a n i e s  a n d  t h e  U t a h  
M e d - I n d e x ,  2 )  a  c o m p a r i s o n  o f  P E H P  p r e m i u m  i n c r e a s e s  w i t h  i n c r e a s e s  
i n  s e v e n  I n t e r m o u n t a i n  s t a t e s  a n d  f i v e  l o c a l  i n s u r a n c e  c o m p a n i e s ,  
a n d  3 )  a  c o m p a r i s o n  o f  P E H P  a d m i n i s t r a t i v e  c o s t a  t o  f i v e  l o c a l  
h e a l t h  c a r e  p r o v i d e r s  w i t h  s e l f - i n s u r a n c e  p r o g r a m s .  P E H P  a p p e a r s  t o  
b e  s l i o h t l y  b e l o w  a v o r a g e  f o r  c u s t o m a r y  a n d  r e a s o n a b l e  r e i m b u r s e m e n t  
r a t e s  c o m p a r e d  t o  f i v e  o t h e r  i n s u r a n c e  c a r r i e r s  a n d  b e l o w  t h e



L e g i s l a t o r s
F e b r u a r y  2, 19 89

5 0 t h  p e r c e n t i l e  o f  t h e  M e d - I n d e x  f o r  U t a h ’ s  m a r k e t .  P E H P  p r e m i u m  
i n c r e a s e s  a p p e a r  t o  b e  s l i g h t l y  l o w e r  t h a n  o t h e r  g r o u p s  o v e r  t h e  
p a s t  f i v e  y e a r s  a n d  t h e  c u r r e n t  r e q u e s t  a p p e a r s  J u s t i f i e d .  P E H P  
a d m i n i s t r a t i v e  c o s t s  a r e  l o w  c o m p a r e d  t o  o t h e r  s e l f - i n s u r a n c e  
g r o u p s .  *  T h i s  r e p o r t  d o e s  n o t  d i s c u s s  p o l i c y  i s s u e s  n o r  d r a w  a n y  
s o l i d  c o n c l u s i o n s  b u t  t r i e s  t o  p r o v i d e  s o m e  c o m p a r a t i v e  d a t a .

C u s t o m a r y  a n d  R e a s o n a b l e  R e i m b u r s e m e n t  R a t e s

P E H P  r e i m b u r s e m e n t  r a t e s  f o r  s e v e n  s e l e c t e d  m e d i c a l  p r o c e d u r e s  
a r e  i n  t h e  m i d d l e  r a n g e  w h e n  c o m p a r e d  t o  r a t e s  o f  f i v e  l o c a l  
i n s u r a n c e  c o m p a n i e s .  T h e  r e i m b u r s e m e n t  r a t e s  a r e  n e g o t i a t e d  o r  
a c c e p t e d  b y  i n s u r a n c e  c o m p a n i e s  w i t h  h e a l t h  c a r e  p r o v i d e r s  f o r  
s t a n d a r d  m e d i c a l  p r o c e d u r e s .  I n s u r a n c e  c o m p a n i e s  e s t a b l i s h  t h e s e  
r a t e s  t o  h e l p  c o n t r o l  c o s t s  a n d  t o  s p e e d  u p  r e i m b u r s e m e n t s  t o  h e a l t h  
c a r e  p r o v i d e r s .  T h e  r a t e  i s  s e t  a s  a  m a x i m u m  r e i m b u r s e m e n t  f o r  e a c h  
p r o c e d u r e  s o  e a c h  c l a i m  p a i d  w i l l  n o t  e x c e e d  t h i s  a m o u n t .  S i n c e  
r a t e s  a r e  r e n e g o t i a t e d  o r  e s t i m a t e d  f r o m  h e a l t h  c a r e  c o s t s ,  t h e  
r a t e s  a r e  c o n s t a n t l y  c h a n g i n g .  O u r  r e v i e w  w a s  o n l y  l i m i t e d  t o  
c u r r e n t  r a t e s  p a i d  a n d  d i d  n o t  e x a m i n e  h i s t o r i c a l  t r e n d s .  F o r  
e x a m p l e ,  t h e  c a r r i e r  a t  t h e  h i g h  e n d  f o r  r e i m b u r s e m e n t  r a t e s  m a y  o r  
m a y  n o t  h a v e  b e e n  a t  t h e  h i g h  e n d  f o u r  o r  f i v e  y e a r s  a g o .  A l s o ,  o n e  
c o m p a n y  m a y  h a v e  r e c e n t l y  e s t a b l i s h e d  n e w  r a t e s  w h i l e  a n o t h e r  
c o m p a n y  i s  u s i n g  o l d e r  r a t e s  a c c o u n t i n g  f o r  s o m e  d i s p a r i t y  b e t w e e n  
r a t e s .

O u r  r e v i e w  l o o k e d  a t  e s t a b l i s h e d  r e i m b u r s e m e n t  r a t e s  f o r  s e v e n  
h i g h  f r e q u e n c y  a n d  h i g h  d o l l a r  v o l u m e  m e d i c a l  p r a c t i c e s  b a s e d  o n  
c l a i m s  f i l e d  w i t h  P u b l i c  E m p l o y e e s  H e a l t h  P l a n  ( P E H P ) .  We  c o m p a r e d  
t h e  t o t a l  a l l o w e d  c o s t  o f  t h e  s e v e n  p r o c e d u r e s  u n d e r  t r a d i t i o n a l  a n d  
p r e f e r r e d  c a r e  w i t h  f i v e  o t h e r  i n s u r a n c e  c o m p a n i e s .  T a b l e  X s h o w s  
h o w  P E H P  r a t e s  c o m p a r e  t o  o t h e r  i n s u r a n c e  g r o u p s  o p e r a t i n g  i n  t h e  
s t a t e .
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C o m p a r i s o n  o f  C u s t o m a r y  a n d  R e a s o n a b l e  R e l a b n r s t m e a t s  
F o r  S e v e n  C o h m o  P r o c e d u r e s  F o r  H e a l t h  C a r e  

( F o r  O e t a i l  S e e  A t t a c h m e n t  A )

TABLE I

C o m p a n y
A l l o w e d  C o s t s  F o r  S e v e n  

P r o c e d u r e s  U n d e r  A 
T r a d i t i o n a l  P r o o r a m

A l l o w e d  C o s t s  F o r  S e v e n  
P r o c e d u r e s  U n d e r  A 
P r e f e r r e d  P r o a r a m

C o m p a n y  A * $ 8 , 9 4 0 $ 5 , 9 2 5
C o m p a n y  B *  ■ 5 , 3 6 0 5 , 5 6 0
C o m p a n y  C 7 , 9 0 3 7 , 9 0 3
C o m p a n y  D 6 , 4 5 1 6 , 4 5 1
C o m p a n y  E * * “ 6 , 8 8 8 N / A

A v e r a g e  ( A - E ) 6 , 7 4 9 6 , 4 6 0

P E H P 6 , 3 3 4 5 , 9 6 5

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

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

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

A s  T a b l e  I  s h o w s ,  P E H P  t r a d i t i o n a l  r a t e s  a r e  l o w e r  t h a n  f o u r  
o f  t h e  f i v e  c o m p a n i e s .  A t t a c h m e n t  A i n c l u d e s  a m o r e  d e t a i l e d  c h a r t  
o f  t h e  p r o c e d u r e s  a n d  t h e  v a r i o u s  r e i m b u r s e m e n t  l e v e l s .  C o m p a n y  B 
i s  a b l e  t o  m a i n t a i n  l o w e r  r a t e s  t h a n  t h e  o t h e r  c o m p a n i e s  b e c a u s e  o f  
i t s  r e l a t i v e  s t r e n g t h  i n  t h e  m a r k e t  p l a c e  a n d  h a s  a  b r o a d  b a s e  o f  
h e a l t h  c a r e  p r o v i d e r s .  P E H P  p r e f e r r e d  r a t e s  a r e  h i g h e r  t h a n  t h r e e  
o f  t h e  f i v e  c o m p a n i e s .  T h e  r a t e s  a r e  a l s o  h i g h e r  t h a n  t h e  o n e  
c o m p a n y  ( C o m p a n y  A )  w h i c h  u s e s  s o m e  t y p e  o f  p r e f e r r e d  p r o v i d e r  
n e t w o r k .  I t  1 s  d i f f i c u l t  t o  d i r e c t l y  c o m p a r e  C o m p a n y  E * s  p r e f e r r e d  
r a t e s  s i n c e  i t  w i l l  r e i m b u r s e  a t  t h e  s e t  r a t e  b u t  w i l l  a l s o  
r e i m b u r s e  a d d i t i o n a l  f u n d s  l a t e r  a s  a n  I n c e n t i v e  t o  c o n t r o l  
u t i l i z a t i o n .  T h u s ,  t h e  r a t e s  f o r  C o m p a n y  E  w e r e  n o t  a v a i l a b l e  t o  
c o m p a r e  w i t h  t h e  P E H P ' s  p r e f e r r e d  p l a n .

P E H P  t r i e s  t o  r e d u c e  o v e r a l l  c l a i m s  b y  u s i n g  a  g l o b a l  f e e  
s c h e d u l e  w h i c h  m a y  < n c l u d e  o t h e r  p r o c e d u r e s  w h i c h  o t h e r  c o m p a n i e s  
w o u l d  p a y  s e p a r a t e l y .  F o r  e x a m p l e ,  P E H P ' s  g l o b a l  f e e  f o r  a  n o r m a l  
c h i l d  d e l i v e r y  w o u l d  i n c l u d e  a n y  u l t r a - s o u n d  e x a m i n a t i o n  d u r i n g  
p r e g n a n c y  w h e r e  a n o t h e r  c o m p a n y  m a y  b e  b i l l e d  s e p a r a t e l y  f o r  t h e  
u l t r a - s o u n d  u s a g e .  T h u s ,  i t  i s  d i f f i c u l t  t o  s a y  c o n c l u s i v e l y  w h i c h  
c o m p a n y  h a s  n e g o t i a t e d  t h e  b e s t  r a t e s .  A l s o ,  t h e  m a j o r i t y  o f
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P E H P  c l a i m s  a r e  p a i d  a t  t h e  p r e f e r r e d  r a t e  r a t h e r  t h a n  t h e  h i g h e r  
t r a d i t i o n a l  r a t e .  A l t h o u g h  P E H P ' s  l a r g e s t  m e m b e r s h i p  i s  i n  t h e  
t r a d i t i o n a l  p r o g r a m ,  m a n y  t r a d i t i o n a l  m e m b e r s  u s e  P E H P ' s  p r e f e r r e d  
p r o v i d e r  n e t w o r k .  T h e s e  c l a i m s  a r a  r e i m b u r s e d  a t  t h e  p r e f e r r e d  r a t e  
r a t h e r  t h a n  t h e  t r a d i t i o n a l  r a t e  w h i c h  l o w e r s  t h e  c l a i m s  c o s t s  t o  
P E H P .

S e v e r a l  i n s u r a n c e  c o m p a n i e s  u s e  w h a t  i s  c a l l e d  t h e  M e d - I n d e x  
i n  e s t a b l i s h i n g  c u s t o m a r y  a n d  r e a s o n a b l e  r a t e s .  T h e  M e d - I n d e x  f o r  
U t a h  i s  a  b a s e d  o n  b i l l i n g s  s u b m i t t e d  f o r  e a c h  m e d i c a l  p r o c e d u r e  a n d  
i s  i s s u e d  t w i c e  y e a r l y .  W e  s a m p l e d  P E H P ' s  v a r i o u s  r e i m b u r s e m e n t  
c o d e s  t o  d e t e r m i n e  t e n  f r e q u e n t l y  r e i m b u r s e d  p r o c e d u r e s  i n c u r r i n g  
l a r g e  d o l l a r  c l a i m s  a t  P E H P .  T a b l e  I I  s h o w s  P E H P ' s  f e e s  f o r  t h e s e  
t e n  p r o c e d u r e s  c o m p a r e d  t o  t h«*  M e d - I n d e x ' s  f a l l  o f  1 9 8 C ,  5 0 t h  a n d  
8 0 t h  p e r c e n t i l e s  f o r  h e a l t h  c a r e  c o s t s  i n  U t a h .

T A B L E  I I

C o m p a r i s o n  o f  C u s t o m a r y  a n d  R e a s o n a b l e  R e i m b u r s e m e n t s  
F o r  T e n  C o m m o n  P r o c e d u r e s  F o r  H e a l t h  C a r e

P r o c e d u r e P E H P
T r a d i t i o n a l

P E H P
P r e f e r r e d

M e d .  I n d e x  
5 0  P e r c e n t i l e

M e d .  I n d e x  
8 0  P e r c e n t i l e

P r o c e d u r e A $ 1 , 0 0 8 I  9 5 0 $ 1 , 1 6 0 $ 1 , 1 8 1
P r o c e d u r e B 1 , 2 0 4 1 , 1 5 0 1 , 4 0 0 1 , 6 0 0
P r o c e d u r e C 9 3 8 9 0 5 x ,  0 9 8 1 , 2 7 1
P r o c e d u r e O 1 , 0 6 4 1 . 0 0 8 1 , 2 7 7 1 , 4 2 7
P r o c e d u r e E 1 , 1 9 0 1 , 0 6 5 1 , 2 6 0 1 , 3 8 5
P r o c e d u r e F 7 0 0 6 2 7 6 6 4 7 1 7
P r o c e d u r e G 2 8 0 2 5 9 2 7 5 3 2 2
P r o c e d u r e H 2 8 2 2 2 5 3 0
P r o c e d u r e I 9 8 1 0 1 2
P r o c e d u r e J 4 7 4 2 5 2 5 8

T o t a l s 6 , 4 6 8 6 , 0 3 6 7 , 2 2 1 8 , 0 0 3

T h e  P E H P  t r a d i t i o n a l  a n d  p r e f e r r e d  r a t e s  d o  c o m p a r e  f a v o r a b l y  
w i t h  t h e  5 0 t h  p e r c e n t i l e  o f  t h e  M e d - I n d e x  f o r  U t a h ' s  m a r k e t .  T h e  
t o t a l  c o s t  o f  . t h e  t e n  p r o c e d u r e s  f o r  P E H P  t r a d i t i o n a l  p r o g r a m  w a s  
$ 6 , 4 6 8  o r  a p p r o x i m a t e l y  1 2  p e r c e n t  l o w e r  t h a n  t h e  $ 7 , 2 2 1  f o r  t h e  5 0  
p e r c e n t i l e  o f  t h e  M e d - I n d e x .  P E H P  p r e f e r r e d  p r o g r a m  t o t a l  c o s t  w a s  
$ 6 , 0 3 6  o r  a p p r o x i m a t e l y  2 0  p e r c e n t  l o w e r  t h a n  t h e  5 0 t h  p e r c e n t i l e .  
P E H P  t r i e s  t o  m a i n t a i n  i t s  r a t e s  s l i g h t l y  b e l o w  t h e  5 0 t h  
p e r c e n t i l e .  T h e  i n d e x  s e r v e s  a s  a  i n d i c a t o r  o f  w h a t  r a n g e  h e a l t h  
c a r e  p r o v i d e r s  b i l l  f o r  e a c h  p r o c e d u r e .  T w o  o f  t h e  f i v e  c o m p a n i e s  
w e  s u r v e y e d  u s e  t h e  M e d - I n d e x  t o  s e t  t h e i r  m a x i m u m  r e i m b u r s e m e n t  
r a t e s .
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P r e m i a *  I n c r e a s e s

O u r  r e v i e w  s h o w e d  t h a t  P E H P ’ s  r a t e  i n c r e a s e s  a r e  w i t h i n  t h e  
r a n g e  e x p e r i e n c e d  i n  t h e  h e a l t h  i n s u r a n c e  i n d u s t r y .  O u r  r e v i e w  
c o n s i s t e d  o f  t w o  t e s t s  o n  p r e m i u m  i n c r e a s e s .  F i r s t ,  w e  c o m p a r e d  
P E H P ' s  i n c r e a s e s  / e r  t h e  p a s t  f i v e  y e a r s  a n d  r e q u e s t e d  i n c r e a s e  f o r  
f i s c a l  1 9 9 0  w i t h  s o m e  w e s t e r n  s t a t e s  p l a n s  f o r  s t a t e  e m p l o y e e s .  
S e c o n d ,  w e  c o m p a r e d  P E H P ’ s  i n c r e a s e  w i t h  o t h e r  i n s u r a n c e  c o m p a n i e s  
w i t h i n  t h e  s t a t e .  I n  b o t h  c a s e s ,  i t  a p p e a r s  P E H P ' s  r e q u e s t s  f o r  
r a t e  i n c r e a s e s  a r e  c o n s i s t e n t  w i t h  t h e  i n d u s t r y  t r e n d .  P E H P ' s  
r e q u e s t  m a y  a l s o  b e  i n f l u e n c e d  b y  s o m e  a d d i t i o n a l  f a c t o r s  w h i c h  
s h o u l d  b e  c o n s i d e r e d  b y  t h e  L e g i s l a t u r e .

A l t h o u g h  a  r e v i e w  o f  p r e m i u m  i n c r e a s e s  w a s  c o m p l e t e d ,  t h e  
r e v i e w  i s  o n l y  o n e  h a l f  o f  t h e  p i c t u r e .  C o s t  o f  p r e m i u m s  d e p e n d s  o n  
b e n e f i t s  o f f e r e d  a n d  h o w  b e n e f i t s  c a n  b e  m o d i f i e d .  F o r  e x a m p l e ,  
c h a n g i n g  a  b e n e f i t  p a c k a g e  c a n  r e d u c e  t h e  i n c r e a s e  i n  p r e m i u m  r a t e s  
f r o m  y e a r  t o  y e a r .  I n  t h e  s h o r t  t i m e  w e  w e r e  g i v e n  i t  w a s  n o t  
p o s s i b l e  t o  d e t e r m i n e  h o w  m u c h  b e n e f i t  c h a n g e s  a f f e c t e d  p r e m i u m  
i n c r e a s e s  i n  o t h e r  s t a t e s  o r  i n  U t a h  i n s u r a n c e  c o m p a n i e s .  T a b l e  I I I  
s h o w s  h o w  P E H P ' s  p r e m i u m  i n c r e a s e s  c o m p a r e  t o  o t h e r  w e s t e r n  . t a t e s .

T A B L E  I I I

C o m p a r i s o n  o f  K a t e  I n c r e a s e s  F o r  F a m i l y  
P r e m l o m e  B y  O t h e r  W e s t e r n  S t a t e s

S t a t e  A n n u a l
r o r

P r e m i u m  G r o w t h  R a t e  
L a s t  F i v e  Y e a r s

E s t i m a t e d  
I n c r e a s e  F Y - 9 0

A r i z o n a 1 7 . 2 % N / A
C o l o r a d o 6 . 4 N / A
I d a h o 4 . 0 3 0 %
M o n t a n a 5 . 5 2 6
N e v a d a 4 . 6 1 5
N e w  M e x i c o - P l a n  A 2 3 . 8 3 0
N ew  M e x i c o - P l a n  B 9 . 6 3 0
W y o m i n g 6 . 7 5 2

A v e r a g e 9 . 7 3 1

U t a h 6 . 6 2 1 - 3 1 *

* P E H P  i s  r e q u e s t i n g  a  2 1  p e r c e n t  I n c r e a s e  a n d  a  o n e  t i m e  
a p p r o p r i a t i o n  o f  $ 2 . 4  m i l l i o n  t o  r e b u i l d  i t s  r e s e r v e s .  T o  f u n d  
t h e  $ 2 . 4  m i l l i o n  a p p r o p r i a t i o n  o v e r  t i m e  c o u l d  i n c r e a s e  p r e m i u m s  
f r o m  2  t o  1 0  p e r c e n t .  P E H P  a l s o  w i l l  r e d u c e  b e n e f i t s  b y  1 0  
p e r c e n t .


