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T a b l e  I I I  s h o w s  U t a h ' s  p r e m i u m  i n c r e a s e s  h a v e  b e e n  l o w e r  o n
a v e r a g e  t h a n  t h e  w e s t e r n  s t a t e s  w e  s u r v e y e d .  P E H P ' s  r e q u e s t e d  
p r e m i u m  i n c r e a s e ,  w h e n  t h e  b e n e f i t  r e d u c t i o n  i s  e x c l u d e d ,  i s  c l o s e  
t o  3 1 *  o r  t h e  a v e r a g e  p r e m i u m  i n c r e a s e  b e i n g  p r o j e c t e d  b y  o t h e r
w e s t e r n  s t a t e s  i n  T a b l e  I I I .

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

T A B L E  I V

C o m p a r i s o n  o f  H a t e  I n c r e a s e s  b y  
C a r r i e r s  L o c a t e d  i n  U t a h

C o m p a n y A n n u a l  P r e m i u m  G r o w t h  R a t e E s t i m a t e d B e n e f i t s
F o r  T h e  P a s t  F i v e  Y e a r s I n c r e a s e  F Y  9 0 M o d i f i e d

C o m p a n y  A 7 .  5 * N / A Y e s
C o m p a n y  B 2 4 . 7 1 5 - 4 0 * N o
C o m p a n y  C 9 . 7 1 5 NO
C o m p a n y  D 1 0 . 1 2 1 Y e s
C o m p a n y  E 8 . 8 N / A Y e s

A v e r a g e 1 2 . 2 2 1

P E H P 6 . 6 2 1 * Y e s
M e d i c a l  C P I 6 . 7 N / A

*  T h i s  f i g u r e  d o e s  n o t  i n c l u d e  t h e  o n e  t i m e  a p p r o p r i a t i o n  r e q u e s t e d  
a n d  t h e  d e c r e a s e  i n  b e n e f i t s .

S e v e r a l  c o m p a n i e s  h a v e  r e c e n t l y  e x p e r i e n c e d  s i g n i f i c a n t  
i n c r e a s e s  m a k i n g  t h e  a v e r a g e  h i g h e r  w h e n  c o m p a r e d  t o  P E H P .  H o w e v e r ,  
t h e  d a t a  s h o w  P E H P ' s  p r e m i u m  i n c r e a s e  e x p e r i e n c e  i s  s i m i l a r  t o  t h e  
p r e m i u m  i n c r e a s e s  b e i n g  e x p e r i e n c e d  i n  t h e  l o c a l  m a r k e t .  F o r  
e x a m p l e ,  o n e  m a j o r  U t a h  i n s u r a n c e  c o m p a n y  i n f o r m e d  u s  t h a t  t h e
a v e r a g e  p r e m i u m  i n c r e a s e  o v e r  t h e  p a s t  f e w  m o n t h s  f o r  t h e  c o m p a n i e s  
i t  i n s u r e s  h a s  b e e n  i n c r e a s i n g  a p p r o x i m a t e l y  3 0  t o  3 1  p e r c e n t  
w i t h o u t  c h a n g e s  i n  b e n e f i t s .  M o s t  i n s u r e d  g r o u p s  a r e  m o d i f y i n g  t h e  
b e n e f i t  p a c k a g e  t o  k e e p  t h e  3 0  t o  3 1  p e r c e n t  i n c r e a s e  d o w n  i n  t h e  2 0  
t o  2 1  p e r c e n t  r a n g e .

C o m p a n y  B  r e p o r t e d  t h e  h i g h e s t  g r o w t h  e v e n  t h o u g h  i t  r e p o r t s  a 
l o w  r e i m b u r s e m e n t  r a t e  s c h e d u l e  s h o w n  o n  T a b l e  I  a n d  i n  t h e
A p p e n d i x .  T h i s  w o u l d  s u g g e s t  t h a t  o t h e r  f a c t o r s  t h a n  j u s t  a  l o w  
r e i m b u r s e m e n t  r a t e  w i l l  i m p a c t  i n c r e a s e s  i n  p r e m i u m  r a t e s .  I t  
a p p e a r s  t h a t  l o w  r e i m b u r s e m e n t  r a t e s  m a y  r e s u l t  i n  a d d i t i o n a l
u t i l i z a t i o n  i n c r e a s i n g  t h e  ' m o u n t  o f  c l a i m s  p a i d  b y  a n  i n s u r a n c e
c o m p a n y .
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C o m p a n y  B  r e p o r t e d  t h e  h i g h e s t  p r e m i u m  r a t e  I n c r e a s e s  e v e n  
t h o u g h  i t  r e p o r t s  t h e  l o w e s t  r e i m b u r s e m e n t  r a t e  s c h e d u l e  s h o w n  o n  
T a b l e  I  a n d  i n  t h e  A p p e n d i x .  T h i s  w o u l d  s u g g e s t  t h a t  o t h e r  f a c t o r s  
t h a n  j u s t  a  l o w  r e i m b u r s e m e n t  r a t e  w i l l  i m p a c t  i n c r e a s e s  i n  p r e m i u m  
r a t e s .  I t  a p p e a r s  t h a t  l o w  r e i m b u r s e m e n t  r a t e s  m a y  r e s u l t  i n  
a d d i t i o n a l  u t i l i z a t i o n  o r  m o r e  e x p e n s i v e  p r o c e d u r e  c o d e s  b i l l e d ,  
i n c r e a s i n g  t h e  a m o u n t  o f  c l a i m s  p a i d  b y  a n  i n s u r a n c e  c o m p a n y  r a t h e r  
t h a n  l o w e r i n g  c o s t s .  A  c o m p a n y  B o f f i c i a l  s a i d  t h e  c o m p a n y  
e x p e r i e n c e d  h i g h e r  u t i l i z a t i o n  t h a n  e x p e c t e d  r e s u l t i n g  i n  t h e  n e e d  
t o  i n c r e a s e  p r e m i u m s .

S e v e r a l  f a c t o r s  h a v e  c o n t r i b u t e d  t o  t h e  l a r g e  r a t e  i n c r e a s e s .  
U t i l i z a t i o n  o f  h e a l t h  c a r e  s e r v i c e s ,  t e c h n o l o g y  a d v a n c e m e n t s ,  
m e d i c a l  i n f l a t i o n ,  a n d  t h e  g r o w t h  i n  p s y c h i a t r i c  h o s p i t a l s  h a v e  a l l  
b e e n  c i t e d  a s  c a u s e s  f o r  U t a h ' s  i n c r e a s i n g  h e a l t h  c o s t s .  A l s o ,  m o s t  
o f  t h e  l i t e r a t u r e  a n d  p r o f e s s i o n a l s  i n  t h e  f i e l d  s a i d  t h e  g r o w t h  i n  
h e a l t h  c a r e  c o s t s  m a y  c o n t i n u e  f o r  a  f e w  m o r e  y e a r s .

P E H P  h a s  t w o  m a j o r  f a c t o r s  t o  c o n s i d e r  w h e n  c o m p a r i n g  p r e m i u m  
c o s t s .  F i r s t ,  i t  i s  t h e  o n l y  s e l f - a d m i n i s t e r e d  a n d  s e l f - i n s u r e d  
p r o g r a m  a m o n g  t h e  w e s t e r n  s t a t e s .  S o m e  o f  t h e  o t h e r  w e s t e r n  s t a t e s  
a r e  s e l f - i n s u r e d  b u t  a r e  a d m i n i s t e r e d  t h r o u g h  a n  e s t a b l i s h e d  
i n s u r a n c e  c o m p a n y .  S e l f - i n s u r a n c e  s u p p o s e d l y  l o w e r s  p r e m i u m  c o s t : ,  
s i n c e  t h e  g r o u p  a c c e p t s  t h e  r i s k  c f  c o n t r o l l i n g  u t i l i z a t i o n  a n d  
c l a i m  e x p e n s e s .

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

A d m i n i s t r a t i v e  C o a t s

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  w h e n  c o m p a r e d  t o  o t h e r  
s e l f - i n s u r e d  p l a n s .  O u r  r e v i e w  o n l y  f o c u s e d  o n  a d m i n i s t r a t i v e  c o s t s  
a s s o c i a t e d  w i t h  o t h e r  s e l f - i n s u r e d  p r o g r a m s .  A l t h o u g h  w e  f o c u s e d  o n  
j u s t  s e l f - i n s u r e d  p r o g r a m s ,  t h e  o t h e r  p r o g r a m s  h a v o  w i d e  v a r i a t i o n s  
i n  t h e  t y p e s  o f  p r o g r a m s  t h e y  a d m i n i s t e r .  T h u s ,  i t  i 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  a d m i n i s t r a t i v e  c o s t s .  A  m o r e  d e t a i l e d  a n a l y s i s  o f  
c o s t s  i s  n e e d e d  t o  d e t e r m i n e  w h y  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  c o m p a n i e s .  T a b l e  V  c o m p a r e s  t h e  a d m i n i s t r a t i v e  
c o s t s  a s  r e p o r t e d  b y  v a r i o u s  c o m p a n i e s .
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C o m p a r i s o n  o f  A d n i u i s t r a t i r e  C o s t s  B e t w e e n  
S e l f  I n s u r e d  C a r r i e r s  F o r  H e a l t h  C a r e

TABLE V

C a r r i e r A d m i n i s t r a t i v e  C o s t s  a s  a  
P e r c e n t  o f  T o t a l  C o s t s

C o m p a n y  A 6 . 3 *
C o m p a n y  B 7 . 0
C o m p a n y  D 6 . 4 *
C o m p a n y  E 9 . 3
C o m p a n y  F 5 . 1

S i m p l e  A v e r a g e 6 . 8

P E H P 3 . 5

*  T h e s e  c o m p a n i e s  a l s o  a d m i n i s t e r  a  4 0 1 K  p l a n  t o  e m p l o y e e s  a s  w e l l  
a s  o t h e r  p r o g r a m s .

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

W e  h o p e  t h i s  l e t t e r  p r o v i d e s  y o j  w i t h  t h e  i n f o r m a t i o n  y o u  n e e d  
o n  t h e s e  i s s u e s .  I f  y o u  h a v e  a n y  q u e s t i o n s  o r  n e e d  a d d i t i o n a l
i n f o r m a t i o n ,  p l e a s e  l e t  u s  k n o w .

S i n c e r e l y ,

W a y n c i  L .  W e l s h  
A u d i t o r  G e n e r a l

W L W : C F / s y g



ATTACBtfHYT A
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C o a a p a r i a o n  o f  C u a t o m a r y  a n d  B e a a o n a b l *  t e l a b u r a a a e n t a  
f o r  T e a  Common P r o c e d u r e *  f o r  H e a l t h  C a r *

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

A v t r a g t  
f A - B )

Company
X

Company
8

Company
c

Company
D

Company
E

P r o c . X 1 1 , 0 0 8 t l . 0 0 1 $ 1 , 1 2 5 1 8 0 0 < 1 , 1 8 1 S 9 5 0 I  9 5 0
P r o c . B 1 , 2 0 4 1 , 3 4 0 1 , 5 0 0 1 , 0 0 0 1 , 6 0 0 1 , 3 0 0 1 , 3 0 0
P r o c . C 9 3 8 1 , 0 7 5 9 3 8 8 9 0 1 , 2 7 1 1 , 0 7 5 1 , 2 0 0
P r o c . D 1 , 0 6 4 1 , 2 1 2 1 . 2 0 7 9 9 0 1 , 4 2 7 1 , 1 8 8 1 , 2 5 0
P r o c . S 1 , 1 9 0 1 , 1 7 0 1 , 1 9 0 1 , 0 2 0 1 , 3 8 5 1 , 0 6 3 1 , 1 9 0
P r o c . f 7 0 0 6 6 8 7 0 0 6 0 0 7 1 7 6 2 5 7 0 0
P r o c . G 2 8 0 2 8 2 2 8 0 2 6 0 3 2 2 2 5 0 2 9 8
P r o c . H 28 24 N/A 20 30 22 23
P r o c \ I 9 9 N/A 7 12 8 8
P r o c . J 4 7 4 6 N/A 4 5 58 N /A 3 5

T a o  l a 7 1 1

C o m p a r i a o a  o f  C u a t o m a r y  a n d B a a a o a a b l * l e i m b u r a * M a t a
f o r T a a  Coaaao a  P r o c * d n r # a  f o r  H e a l t h  C a r *

P r o c e d u r e PKHP
P r e f e r r e d

A v e r a g e
( k - l )

Company
A

Company
B

Company
c

Coa r pany
D

Company
E

P r o c .  A 1  9 5 0 8  9 8 7 8 9 5 6 8 8 0 0 S 1 , 1 8 1 8  9 5 0 S 9 5 0
P r o c .  B 1 , 1 5 0 1 , 2 9 5 1 , 2 7 5 1 , 0 0 0 1 , 6 0 0 1 , 3 0 0 1 , 3 0 0
P r o c .  C 9 0 5 1 , 0 0 9 8 0 0 8 9 0 1 , 2 7 1 1 , 0 7 5 N /A
P r o c .  D 1 , 0 0 8 1 , 1 6 0 1 , 0 3 4 9 9 0 1 , 4 2 7 1 , 1 8 1 N /A
P r o c .  1 1 , 0 8 5 1 , 1 2 2 1 , 0 2 0 1 , 0 2 0 1 , 3 8 5 1 , 0 6 3 N /A
P r o c .  f 5 8 0 6 3 6 6 0 0 6 0 0 7 1 7 6 2 5 N/A
P r o c .  0 2 5 5 2 6 8 2 4 0 2 6 0 3 2 2 2 5 0 N /A
P r o c .  X 2 2 23 19 20 3 0 22 23
P r o c .  I -  8 1 6 7 12 8 8
P r o c .  J 4 2 43 32 4 5 5 8 N/A 3 5



RESPONSE TO AUDfT

R H M S U R S E M E N T  RA TES

A lthough the com parison  sh ow * that b o i l  TradWooai and  P re fe rre d  C a ra  h a v *  negotiated 
g ood  ra im buraam aot rataa ter p h ya fd an * , anatyais show * that th# raknhu raam an t ra t*  ter h e  
P ra te rrad  C ara 's gtohaf la *  in dudaa  m any  dagnoad c  leea  f a t  a ra  n o rm a fy  M ted  a s  separa te  
p rocedu re * to o th e r can te r* .

An important oonafcterabon la the fadH y  c h a rg e  in c on fu nd fon  with au rg ka t procedure*. 
P re fe rre d  C a re  h a i  p o t h d  p h yw d a rm  and setected f a m  baaed  on  quaA y iaeue* and  how well 
they h ave  u tS zad  the ayatem  In the p a s t  A recent anetyaia o f m any p ro cedu re *  a h ow i that M l  
syatem  la working watL F o r exam p le , whan co m paring ou r Pre fe rre d  p rov ider*  with non- 
P re fe rr e d  p rov ider* te r c ae aa raan  sec tion , N  ave rag e  fad tey ch a rg e  ter ou r Pre fe rre d  p rovider* 
w a a U f l& J i a s  O x  T ra d fo n a l C a r*  p rog ram  restrict* f r a  ten g fr o f * tey  tor ln -p *6 *n t 
hoepA a fcsdon  ter m any  high vo fu rne p rocedu re* . F o r exampte , an  ts room p lca te  d hysterectom y 
la Im tted  to th ree d ay*  ter fam atea  teaa than 5 0  y e a r*  of age . It la  n o t u n o o rrm on  ter ou r 
P re fe rre d  physic ian* to Im tt th * Irvpattent stay to two day* . T o ta l c h a rg e *  to. hyatarac iom tea ter 
o u r Pee fe rred  p rov jd a r*  a ra  o v e r H C Q Q JaM  f a n  n on -P re fe rred  p rov ide r* .

P R O S U M  IN C R E A SE S

AAhough th * P u b ic  E m p lo y e **  HaaAh P rog ram  com pa re *  fa v o r te fy  w ifi b o f i  private 
carrte ra  In U tah and  o th a r W aa tem  atetea , h e r *  a ra  o ther fac to rs  f i a t  a ra  im portent to  racogntzs. 
In th * p e a t  f »  P u t i k  Em p toyae* H aahh  P ro g ram  h a s  m ade  lum p tu rn  p a ym a n li to  f i a  S te te
^^0(011 njnc a0ni waisq d® py p u l
prtnnum n c r N M . rw u ro  wcvro snow  loswr p e l p cw m ir i ix r iw s s e

At the p ra aan tt fcm . f r a r a  a re  1 ,1 8 6  ea rly  r a f r a a *  in f r a  T ra d R o n a l C a r*  ayatem .
B e c a u a *  f r a y  a ra  Inducted In th * rfcfc poot w tti a c fv e  am p foyaaa , f> # ra  la a  a f a t d y  fo m  actfva 
em p lo y * * * . Thte group** axpa rtenc#  h a s  c c rtr fc u ted  to f a  akr* o f f a  p ram iixn  In c raaa *  being 
re q u e s te d

A D M M S T R A T 1 V I C O S T S

A^FiOU%p IT® rUDGO O T ^ O y^ P i n®®8n rTD^rWn gornp®P® V®ry W OT lC ry r W  00® r ft®®-
ineu rad  can te r* , and  even  m o re  tevon h fy  wfth h d *m rE y  ra n te r* . f r a  y e a r f r e t  e a r  u e e i  ter f i e  
com pa rison  In d u d a a  m any o n *  frrra  start up o p a v f t n i

T h a a *  ra u J te d  w han SaA l a t e  C o isrty , Sett Lafc* C ty  and  a i  U tah  L o ca l Q ovam m en ta  
T rust g rou p *  )o f c e d fw  sys tem . E xem p t** o f o n *  fcn* e x p e r id l r a *  kndudad  In f a  ooate
pr®®®n*a ®*w 8  »f^® oompuft®r #y^i®^^ o^®o® »jnrpuf® , ft^̂ j p̂cTrraCiv w*o s^^p^®®® so* *rU o®w
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PART ONE 
OVERV IEW  OF POOLING  CONCEPTS

Pooling enables entity(ies) to employ a mechanism that provides benefits (or coverages) 
that may not be available, are too costly, and /o r helps to contain overall costs o f the 
program. Generally, legislation is enacted (see Section C Part 2 for a Review o f SB254) to 
create an entity that provides the coverages needed, and oversees the operations o f those 
coverages effectively and cost efficiently.

Many states have enacted pooling legislation either for their employees/retirees 
uninsurable/uninsureds coverages. States that have enacted legislation include:

Connecticut 
Florida 
Hawau~,
Illinois 
Indiana 
Iowa

A pool provides many benefits not currently available under the arrangement utilized in 
Alaska, whereby each subgroup may have a separate plan(s).

Maine Oregon
Minnesota Tennessee

( Montana* ^CltaJ*^
Nebraska Washington
New Mexico Wisconsin
North Dakota



Some of the advantages of pooling:

• Economy o f scale

Eliminate duplicate o r multiple plan costs

• Provide' fo r pla.t F lexibility/P lan Rates

Each sub-group could have a different plan design and rates

• Premium rates based upon sub-group experience 

Sub-group pays their proportioned share o f expenses

• Data collection

Allows an easy system fo r tracking trends, abnormalities or impacts on health 
care expenditures, instead o f having to get information from many different 
(possibly inaccurate) sources.

• Projection futures costs/trends

The data base that would be available would be invaluable in projecting future 
costs/trends as you could identify changes immediately.

• Predict/act on cost shifting

Effectively you could determine when there was any potential o f actual cost 
shifting.



• Could s till utilize third party vendors fo r service

(  This would retain the integrity and cost economies that are necessary in these
types o f programs.

CONCLUSIONS

By utilizing the pooling concept you would have the best o f aU worlds, including 
centralized information, substantial savings, predict future cost/trends and probably 
improve service to a ll parties involved. Other states have investigated and implemented 
pooling for these very reasons. Now is the time for Alaska to be able to benefit from  
pooling also.

---------------------------------------------------
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PART TWO 
REVIEW OF SB254 

"AN ACT RELATING TO GROUP HEALTH INSURANCE'

Following this section is a copy o f the bill (SB254) and two sections.

The bill in its submitted version would create the Alaska State Group Health Insurance 
Authority to provide group health insurance benefits to a ll state employees, including: 
retir'd , municipal, and school district employees on a cost effective basis. The bill would 
give the authority the power to arrange for health coverage on the most economical basis
while "spreading” the risk over a larger base o f enrollment, affording the most favorable
payment schedules to providers and vendors for the state.

CO, '^NTS ON  SB254

/  • The Authority should have the option to be expanded to include Workmens' 
v. Compensation, Health and Social Services, medical coverages and payments,

and uninsurable/uninsured benefits as sub-groups o f the pool (Sec. 21.77.010).

• Revise bill to remove requirement to be licensed as an insurer under AS21, 
remove the Authority from title 21 (see 21.77.030.).

• Revise purchase o f insurance requirement to remove clause "that it has to be
sent to a ll licensed insurers - (at least every 5 years)" rather to use an RFP
notification process where by qualified bidders are maintained on a list or bv 
request (section 21.77.050.).

c i



Required participation may be revised to c larify/simplify the requirements to 
evaluate whether or not a sub-group has an eligible waiver, while not 
undermining the necessity o f as many eligible groups feasible to participate. 
(See 21.77.080.)

Pool should have the ability to-a«ee« members and or issue bonds to fund 
benefits o r establish adequate reserves. (See 21.77.070.)
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PART THREE
FEASIB ILITY OF POOLING HEALTH CARE IN ALASKA

As a long term cost management strategy o f health care costs, pooling provides the best 
vehicle, this has been proven by Hawaii, Utah, New Mexico, California (schools) and 
others.

Pooling has proven effective in areas outside o f just health coverages, one example is the 
Alaska Municipal Leagues - Joint Insurance Association (AML-JIA) that is providing 
property, wo.kers' compensation and liability coverage that previously was unavailable or 
not available at a reasonable cost.

There are a number o f hurdles to be crossed in getting any pool in place and effective 
Alaska w ill be no exception to t.ese.

• Passage o f B ill

The bill must gain support from legislature, administration, judicial, 
municipalities and participants in order to pass. This can only be accomplished 
through in  effective communication campaign.

• Challenges o f Authority

In the past these bills have received some challenges (legal) after being enacted. 
However, the bill in its current form has been proven to be effective in 
answering these challenges.



• Set up and operation o f Authority

( The success o f the Authority w ill be measured by the effectiveness of its
membership and participants. The Authority w ill have to rely on the expertise 
not on ly within, but also outside consultants, actuaries, administrators and 
providers. Only as a complete partnership w ill it be a successful venture.

It is our estimate that following the initial set up costs and associated fixed costs, the state 
could realize the following savings (as a percent o f total health care expenditures outside 
o f the pool):

1 - 3% Simplification of Adm inistration
13 • 40% Provider payment schedules/agreements
5 - 7% Recognize tronds adjust quick ly

1 - 3% General economics o f scale savings (misc.)
(  __________________

2 2 - 33% Total savings estimate: up to 50*100+ m illion  dollars.

This does not include the sentinel effect that would generally slow medical inflation for
the state phn.
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PART FOUR.
SUGGESTED T IM E LINE FOR IMPLEM ENTATION OF POOLING

• Passing of SB254 creating "authority"
"Alaska State Group Health Insurance Authority"

First Month
• Selection of members
• Organization o f A u thority /lst meeting 
Second through Fourth Month
• Evaluation o f services required - (RFP those Services)
• Selection o f certain service providers (actuarial/consulting etc.)
• Review o f current plans and arrangements to be included in pools
• Provider Payment options evaluation 
Fifth through Eighth Month
• Meetings with eligible sub-group participants
• Develop pro form  a benefit and cost analysis (actuarial study)
•  O u t l i n e  to  s u b - g r o u p s  th e  im p a c t  to  t h e i r  g T O u p (s )

• Select provider payment strategy 
Eighth through Tw elfth  Month
• RFP Third party vendors
• Determ ine/Evaluate required participation by sub-group or issue warriors
• Establish final rates/benefit plans for each sub-group
• Finalize providers payment arrangements
• Finalize third party vendors arrangements
• Notify participants



5. Thirteenth through Sixteenth Month (Ongoing)
Begin pool operations, i.e., premium collection, claim payments, etc.

• Evaluate pools operations/effectiveness
• Provide communication to sub-group and participants
• Review/settle disputes (claims)
• Analyze experience/trends
• Compare pool results to others like organizations"
• Measure actual cost savings
• Monitor provider relations/payment schedule
• Advise on state/federal law change impacts



NEW MEXICO'S PUBLIC SCHOOL INSURANCE AUTHORITY

New M e x ic o s c h o o ls  have fo u n d a way t o  re d u c a g ro u p h e a l t h  
in s u r a n c e  prem ium s w h i l e  i n c r e a s i n g  e v e r y o n e 's  b e n e f i t s .

How was t h i s  a c c om p l is h e d ? T h ro u g h passage o f l e g i s l a t i o n  
c r e a t i n g  a s t a t e w id e  In s u r a n c e  A u t h o r i t y  t o  p r o v i d e  in s u r a n c e  f o r  
a l l  s c h o o l d i s t r i c t s .  The r e s u l t i n g  g r c u p  s i t e  and s t a b i l i t y  
c r e a t e d  in s u r a n c e  company i n t e r e s t  w h ic h  had n e v e r e x i s t e d  b e fo r e . 
A ls o , t h e  g r e a t l y  in c r e a s e d  t e c h n i c a l e x p e r t i s e ,  w h ic h  i s  
a f f o r d a b l e  t o  a la r g e  g ro u p , mean t s c h c o l d i s t r i c t s  w e re no lo n g e 
a t  th e  m e rcy o f  in s u r a n c e  com pan ie s .

I n  1984 , a f t e r  s e v e r a l y e a r s  o f  r a p i d l y  e s c a l a t i n g  g ro u p 
in s u r a n c e  p rem ium s , t h e  New M e x ic o e d u c a t i o n  comm un ity made ar. 
a s se s sm en t o f  i t s  s i t u a t i o n  and p o s s i b l e  s o l u t i o n s .  F o r many 
y e a r s , t h e  NEA-New M e x ic o had been s p o n s o r in g  a v o l u n t a r y  c ro u p i n  
w h ic h  a b o u t 70 o f  t h e  s t a t e ' s  Sfl s c h o o l d i s t r i c t s  p a r t i c i p a t e d * .
The l a r g e s t  d i s t r i c t s  g e n e r a l l y  d i d  n o t p a r t i c i p a t e .  T h e * g r c u p  ha 
l i t t l e  s t a b i l i t y  s in c e  many d i s t r i c t s  w o u ld  le a v e  t h e  g ro u p  when 
t h e i r  c la im s  e x p e r ie n c e  was good enough t o  s e c u re  a lo w e r prem ium 
s t a n d i n g  a lo n e  and w o u ld  r e t u r n  t o  t h e  g ro u p when c la im s  e x p e r ie r . c  
was p o o r . B o th th e  NEA g ro u p and th e  d i s t r i c t s ,  w h ic h  o b ta in e d  
t h e i r  in s u r a n c e  c o v e ra g e in d e p e n d e n t l y , f e l t  t h e y  w e re a t  th e  mere 
o f  in s u r a n c e  com pan ie s w i t h  i n s u f f i c i e n t  t e c h n i c a l  e x p e r t i s e  t o  
a d e q u a t e l y  d e a l w i t h  company a c t u a r i e s  and i n s u f f i c i e n t  means t o  
c u r b  r a p i d l y  i n c r e a s i n g  m e d ic a l c o s t s . The s t a t e  S c h o o l Bea rds 
A s s o c i a t i o n  and a g ro u p  o f  s u p e r i n t e n d e n t s  had a l s o  s p e n t much o f 
t h e  p r e v i o u s  y e a r i n v e s t i g a t i n g  s o l u t i o n s .

The s o l u t i o n s  i d e n t i f i e d  w e re a j o i n t  pow e rs a g re em en t among 
th o s e  d i s t r i c t s  w i l l i n g  t o  p a r t i c i p a t e  c r  l e g i s l a t i o n  w h ic h  w ou ld 
c o n t a i n  some manda te s f o r  p a r t i c i p a t i o n .  R e p r e s e n t a t i v e s  o f schoc 
d i s t r i c t s  v o te d  on th e s e  two o p t i o n s  p l u s  a s t a t u s  quo o p t i o n  and 
o v e rw h e lm in g ly  ch c se t h e  l e g i s l a t i v e  r o u t e  because o f t h e  s t r e n g t h  
and s t a b i l i t y  i t  was hoped t h a t  w ou ld p r o v i d e  t o  th e  g ro u p .

3ecause th e  s t a t e  was f a c i n g  a f i n a n c i a l  c r i s i s ,  i t  was n e t 
p o s s i b l e  t o  s e c u re  f u n d in g  t o  s u p p o r t t h e  A u t h o r i t y  d u r i n g  i t s  
f i r s t  y e a r o f  e x i s t e n c e .  F u n d in g f o r  s u b s e q u e n t y e a r s  was h a n d le d 
by u s in g  p a r t  o f  th e  i n t e r e s t  e a rn e d f rom  prem ium s h e ld  b y th e



A u t h o r i t y  p r i o r  t o  t r a n s m i t t a l  t o  in s u r a n c e  c a r r i e r s  u n d e r a 
p a r t i a l  s e l f  f u n d in g  p ro c e d u r e  c a l l e d  m in imum p rem ium .

T h ro u g h t h e  G o v e r n o r 's  o f f i c e ,  t h e  A u t h o r i t y  was a b le  t o  
s e c u re  t h e  s e r v i c e s  o f  a lo a n e d  e x e c u t i v e , who was t h e  emp loyee 
b e n e f i t s  manager f o r  a l a r g e  g o v e rnm e n t c o n t r a c t o r .  T h is * 
i n d i v i d u a l  lo b b ie d  t h e  b i l l  t h r o u g h  t h e  l e g i s l a t u r e ,  w r o te  
in s u r a n c e  s p e c i f i c a t i o n s  n e g o t i a t e d  w i t h  in s u r a n c e  com pan ie s and 
p e r fo rm e d  g e n e r a l s t a f f  r e s p o n s i b i l i t i e s  f o r  t h e  A u t h o r i t y .  Each 
e d u c a t i o n  o r g a n i z a t i o n  r e p r e s e n te d  on t h e  A u t h o r i t y  f i n a n c e d  th e  
a t te n d a n c e  o f i t s  r e p r e s e n t a t i v e s  t o  A u t h o r i t y  m e e t in g s  d u r i n g  th e  
f i r s t  y e a r . O f f i c e  expenses w e re p r o v i d e d  by t h e  O f f i c e  o f 
E d u c a t io n  t o  w h ic h  t h e  A u t h o r i t y  was a t t a c h e d  d u r i n g  i t s  f i r s t  
y e a r .

T h e re we re seven members on t h e  o r i g i n a l  A u t h o ^ - ' t y  b o a rd -  -  
t h r e e  r e p r e s e n t a t i v e s  f rom  la b o r ,  t h r e e  f rom  manac-ement and th e  
d i r e c t o r  o f  t h e  S t a t e  O f f i c e  o f  E d u c a t io n . The l a b o r  and 
management b o a rd  members r e p r e s e n t e d  o r g a n i z a t i o n s  and were chcsen 
by th o s e  o r g a n i z a t i o n s  t o  s e r v e  on th e  b e a rd . Because th e  
A u t h o r i t y  d e c id e d  t o  c o v e r r e t i r e e s  and o t h e r  e d u c a t i o n a l 
i n s t i t u t i o n s ,  t h e  b o a rd  was expanded i n  th e  second y e a r  t o  in c l u d e  
a r e p r e s e n t a t i v e  f r o m  t h e  New M e x ic o E d u c a t i o n a l R e t i r e e s  
A s s o c i a t i o n  and a r e p r e s e n t a t i v e  n om in a te d b y p a r t i c i p a t i n g  h ig h e r 
e d u c a t i o n  i n s t i t u t i o n s .  ' .

The t h r e e  c o v e ra g e s t a c k l e d  b y th e  A u t h o r i t y  i n  t h e  f i r s t  v a a r 
w e re h e a l t h ,  i n c l u d i n g  a $1 0 ,0 0 0 l i f e  c o v e ra g e f o r  em p lo yee o n l v ;  
d e n t a l and v i s i o n .  D r a f t  s p e c i f i c a t i o n s  we re p r e p a r e d  f o r  ea ch "a nd 
we re c i r c u l a t e d  t o  a l l  s c h o o l d i s t r i c t s  and em p lo yee o r g a n i z a t i o n s .  
W r i t t e n  comments w e re r e q u e s te d  and h e a r in g s  w e re c o n d u c te d  p r i o r  
t o  d e v e lo pm e n t o f  f i n a l  s p e c i f i c a t i o n s .  These s p e c i f i c a t i o n s  were 
s e n t t o  p o t e n t i a l  b i d d e r s  i n  t h e  fo rm  o f  r e q u e s t s  f o r  p r o p o s a l s  in  
o r d e r  t o  a l l o w  maximum f l e x i b i l i t y  when n e g o t i a t i n g  w i t h  b i d  
f i n a l i s t s .

Seven m a jo r in s u r a n c e  com pan ie s s u b m i t t e d  b i d s  f o r  th e  h e a l t h  
in s u r a n c e . T h is  compared t o  o n l y  one b id d e r  t h a t  had been 
i n t e r e s t e d  i n  th e  NEA-New M e x ic o s p o n so re d p ro g ram  t h e  l a s t  t im e  i t  
was b i d .  These com pan ie s s t a t e d  t h a t  t h e  re a s o n  f o r  t h e i r  
in c r e a s e d  i n t e r e s t  was th e  s t a a i l i c y  o f th e  g ro u p w n ic h  was a s s u re d 
by th e  l e g i s l a t i o n .

A w a iv e r s y s tem  was p r o v i d e d  i n  th e  l e g i s l a t i o n  i n  o r d e r t o  
a l l o w  d i s t r i c t s  w h ic h  c o u ld  s e c u re  e q u a l b e n e f i t s  a t  l e s s  c o s t t o  
o p t o u t o f  t h e  g r o u p . T h is  has been a c o n t r o v e r s i a l  f e a t u r e  and i s  
in c l u d e d  p r i m a r i l y  t o  make th e  c o n c e p t s a l a b l e  t o  t h e  l e g i s l a t u r e  
and r e l u c t a n t  s c h o o l d i s t r i c t s .  D i s t r i c t s  m u s t r e c e i v e  th e  
A u t h o r i t y ' s  p e rm is s io n  t o  o p t o u t .  They c a n n o t r e - e n t e r  t h e  D le n 
f o r  t h r e e  y e a r s  and i f  a d i s t r i c t  o p t s  c u t  f o r  one c o v e ra g e , i t  
mus t p e t i t i o n  f o r  any o t h e r  c o v e ra g e s ana i t s  r e t i r e e s  a re  n o t 
e l i g i b l e  f o r  c o v e ra g e .
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The b e n e f i t  p la n s  w h ic h  w e re b i d  a re  b e t t e r  t h a n  any s c h o o l 
d i s t r i c t  p r e v i o u s l y  h a d . D e s p i t e  t h i s ,  t h e  r a t e s  f r o m  th e  
s u c c e s s f u l b i d d e r  we re s u f f i c i e n t l y  lo w e r t h a t  n e a r l y  e v e r y  s ch o o l 
d i s t r i c t  was a b le  t o  add v i s i o n  and d e n t a l c o v e ra g e  f o r  no more 
c o s t th a n  i t  had b u d g e te d  f o r  h e a l t h  in s u r a n c e  a lo n e .

Once th e  emp loyee g ro u p p la n s  we re i n  p la c e , t h e  A u t h o r i t y  was 
e n t e r i n g  i t s  se cond y e a r and p r e p a r i n g  i t s e l f  t o  e n t e r  t h e  w o r ld  o f 
r i s k - r e l a t e d  in s u r a n c e . The f i r s t  t a s k  was t o  b ro a d e n th e  s t a t u t e  
w h ic h  c r e a t e d  t h e  A u t h o r i t y  so t h a t  p r o p e r t y ,  c a s u a l t y ,  l i a b i l i t y ,  
and o t h e r  c o v e ra g e s c o u ld  be b i d .  Many o t h e r  changes t o  th e  law 
w e re a l s o  made t o  r e f l e c t  t h e  e x p e r ie n c e  th e  A u t h o r i t y  had unde rgc r . 
d u r i n g  i t s  f i r s t  y e a r o f  e x i s t e n c e . The w a iv e r p r o c e d u r e  was 
m o d i f i e d  and t h e  A lb u q u e rq u e  P u b l i c  S c h o o ls  rem oved f rom  co ve ra g e 
by t h e  s t a t u t e .

I n  i t s  se cond y e a r , t h e  A u t h o r i t y  s e c u re d an amendment t o  th e  
o r i g i n a l  law  w h ic h  rem oved th e  a d m i n i s t r a t i v e  a t t a c h m e n t t o  th e  
O f f i c e  o f  E d u c a t io n  and made t h e  A u t h o r i t y  an in d e p e n d e n t p u b l i c  
b o d y . E x c e p t f o r  b e in g  r e p r e s e n te d  by th e  A t t o r n e y  G e n e r a l ' s  
O f f i c e  f o r  p u rp o s e s o f l i t i g a t i o n ,  t h e  A u t h o r i t y  p u r c h a s e s  a l l  i t s  
s e r v i c e s  f rom  th e  p r i v a t e  s e c t o r  i n  a c c o rd a n c e w i t h  t h e  S t a t e  
P u r c h a s in g  A c t .  T h is  ha s been a c c om p l is h e d  t h r o u g h  i s s u i n g  
R eq u e s ts f o r  P ro p o s a ls  w h ic h  a l l o w  f o r  n e g o t i a t i o n s  w i t h  th o s e  
s u b m i t t i n g  t h e  b e s t p r o p o s a l s . A t t h i s  t im e , t h e  A u t h o r i t y  has 
s e r v i c e  c o n t r a c t s  w i t h  tw o t h i r d - p a r t y  a d m i n i s t r a t o r s ,  one f o r  
g ro u p  in s u r a n c e  and one f o r  r i s k - r e l a t e d  in s u r a n c e ; a le a s e  
c o u n s e l ; a s e c r e t a r i a l  s e r v i c e  and a ban k .

The A u t h o r i t y  has been i n  c o u r t  t w i c e .  The A lb u q u e rq u e  P u b l i c
S c h o o ls  a p p e a le d  i t s  d e n i a l o f  a h e a l t h  in s u r a n c e  w a i v e r  t o  th e  
C o u r t o f  A p p e a ls w h ic h  h e ld  t h a t  t h e  la w , w h ic h  r e q u i r e d  s c h o o l 
d i s t r i c t s  t o  c e r t i f y  t h a t  t h e y  c o u ld  o b t a i n  e q u a l c o v e ra g e a t  lo w e r
c o s t ,  d i d  n o t a l l o w  th e  A u t h o r i t y  t o  q u e s t i o n  " th e  a c c u ra c y  o f  th e
c l a im .  The la w  was amended i n  t h e  n e x t l e g i s l a t i v e  s e s s io n  t o  
r e q u i r e  p r o o f  o f  t h e  c e r t i f i c a t i o n  and t o  remove A lb u q u e rq u e  from 
c o v e ra g e  by t h e  A c t .  A g ro u p o f  in d e p e n d e n t in s u r a n c e  a g e n ts 
c u r r e n t l y  has t h e  A u t h o r i t y  i n  c o u r t  q u e s t i o n i n g  t h e  v a l i d i t y  o f 
t h e  la w  w h ic h  c r e a t e d  t h e  A u t h o r i t y .

The s t r e n g t h  o f  t h e  A u t h o r i t y  comes f rom  t h e  u n i t y  o f  th e  
e d u c a t i o n  comm un ity b e h in d  t h e  c o n c e p t and th e  e x t r em e n e c e s s i t y  
f o r  some s o r t  o f  s o l u t i o n  t o  c o n t r o l l i n g  in s u r a n c e  c o s t s  and 
s e c u r i n g  in s u r a n c e  c o v e ra g e i n  some o f  t h e  r i s k  a r e a s . Se ldom has 
t h e  e d u c a t i o n  comm un ity e v e r been as u n i t e d  as i t  has been a round 
t h i s  i s s u e .

COST CONTROLS

One o f  t h e  me thods used t o  c o n - r o l c o s t s  was t h e  em p loym en t c f  
some c o s t c o n ta in m e n t f e a t u r e s  d e s ig n e d  t o  l i m i t  o r  e l im i n a t e  h o s p i



s t a y s .  These i n c l u d e  s e c o n d - o p in io n s  f o r  e l e c t i v e  s u r g e r y , 100% 
paym en t f o r  o u t - p a t i e n t  s u r g e r y  and p r e - a d m is s i o n  and c o n c u r r e n t 
r e v ie w  o f  t h e  le n g t h  o f  h o s p i t a l  c o n f in e m e n t .

These f e a t u r e s  ha ve n o t had th e  e f f e c t  o f  l i m i t i n g  b e n e f i t s .  
They , in s t e a d , ha ve h e lp e d  make s c h o o l em p lo yee s b e t t e r  h e a l t h  c a re 
consum e rs t h r o u g h  a p la n  w h ic h  i s  t h e  s t a t e - o f - t h e - a r t  i n  h e a l t h  
in s u r a n c e  a t t h i s  t im e . One r e  ison f o r  t h e  s e l e c t i o n  o f  th e  
P r u d e n t i a l I n s u r a n c e  Company t o  h a n d le  t h e  A u t h o r i t y ' s  p la n  was 
t h a t  P r u d e n t i a l was a p io n e e r i n  t h e  f i e l d  o f  c o s t c o n ta in m e n t .

P r e v io u s  a t t e m p t s  a t  c o n t r o l l i n g  c o s t s  i n  o t h e r  p la n s  had 
in v o l v e d  c o s t s h i f t i n g  f e a t u r e s  such as h i g h e r  d c - d u c t i b l e s , h i g h e r  
s to p  lo s s e s  and lo w e r s u r g i c a l  s c h e d u le s . These p la n s  m e re ly  
s h i f t e d  c o s t s  f r o m  t h e  in s u r a n c e  company t o  s c h o o l em p lo ye e s .

The A u t h o r i t y ' s  in s u r a n c e  p la n s  ha ve a l s o  in v o l v e d  a l t e r n a t i v e  
f u n d in g  a p p ro a c h e s d e s ig n e d  t o  m a x im iz e ca sh f l o w  and re d u c e n e t 
c o s t .  These have in c l u d e d  a m in imum p rem ium f e a t u r e  i n  w h ic h  t h e  
A u t h o r i t y  r e t a i n s  t h e  p rem ium c o l l e c t e d  and a l l o c a t e s  i t  t o  th e  
in s u r a n c e  company on a w e e k ly  b a s i s  as i t  i s  needed t o  pa y c la im s . 
P a r t i a l  s e l f  in s u r a n c e  i s  b e in g  used i n  t h e  r i s k  r e l a t e d  a re a t o  
re d u c e  n e t c o s t .  C om p le te s e l f  in s u r a n c e  i s  t h e  u l t i m a t e  g o a l when 
a s u f f i c i e n t l y  l a r g e  ca sh r e s e r v e  i s  a c c um u la te d . A m e thod o f 
c r e a t i n g  t h a t  ca sh r e s e r v e  im m e d ia t e l y  t h r o u g h  a b o r r o w in g  p la n  
c a l l e d  c e r t i f i c a t e s  o f  p a r t i c i p a t i o n  i s  b e in g  i n v e s t i g a t e d . "  I f  i t  
can be d em o n s t r a te d  t h a t  t h i s  w i l l  r e s u l t  i n  n e t s a v in g s  t o  s c h o o l 
d i s t r i c t s ,  t h e  p la n  w i l l  be p u r s u e d .

3ENEFITS

The f o l l o w i n g  a r e  some o f  t h e  b e n e f i t s  g a in e d  f r o m  c r e a t i o n  o f 
t h e  A u t h o r i t y :

A . What had been a p ro p o s e d t e n  t o  t h i r t y  p e r c e n t g ro u p
in s u r a n c e  p rem ium in c r e a s e  was n o t im p lem e n te d  on 
Sep tem be r 1, 1985 , c r e a t i n g  a s a v in g s  o f  a p p r o x im a t e l y  
t h r e e  m i l l i o n  s i x  h u n d re d th o u s a n d  t o  n in e  m i l l i o n  
d o l l a r s .

•»
3 . H e a l t h  in s u r a n c e  p rem ium s d e c re a s e d  by f o u r  m i l l i o n  one

h u n d re d th o u s a n d  d o l l a r s ,  y e t  o v e r a l l  b e n e f i t s  were 
im p ro v e d .

C. D e n ta l in s u r a n c e  p rem ium s d e c re a s e d  b y one and one h a l f
m i l l i o n  d o l l a r s ,  y e t  o v e r a l l  b e n e f i t s  w e re im p ro v e d .

D. An a f f o r d a b l e  v i s i o n  c a re  b e n e f i t  p l a n  was im p lem e n te d .

E . S c h o o l d i s t r i c t s ,  w h ic h  had n e v e r been a b le  t o  a f f o r d
d e n t a l and v i s i o n  in s u r a n c e  w e re a b le  t o  im p lem e n t 
p ro g ram s .



F. S choo l d i s t r i c t s  w h ic h w e re i n  d a n g e r o f l o s i n g  t h e i r  
p r o p e r t y ,  c a s u a l t y  o r l i a b i l i t y  in s u r a n c e  w e re a b le  t o  
r e t a i n  t h e i r  c o v e ra g e .

G. Many r e t i r e d  s c h o o l em p lo ye e s , who had l o s t  t h e i r  g ro u p 
in s u r a n c e  a t r e t i r e m e n t ,  w e re a b le  t o  g e t c o v e ra g e a g a in .

H. A g ro u p was c r e a t e d , w h ic h  had th e  s i z e  and s t a b i l i t y  t o  
c r e a t e  in s u r a n c e  company i n t e r e s t  w h ic h  had n e v e r e x i s t e d  
b e f o r e .

I .  R i s k - r e l a t e d  in s u r a n c e  p rem ium s w h ic h  had in c r e a s e d  an 
a ve ra g e o f  53% i n  1985 -36 and w h ic h  had been p r o j e c t e d  t o  
in c r e a s e  by an a ve ra g e 27% f o r  t h e  1986 -37 s c h o o l y e a r 
we re h e l d  t o  no in c r e a s e  and many p ro g ram s w h ic h  s c h o o l 
d i s t r i c t s  we re g o in g  t o  have t o  re d u c e o r e l im i n a t e  in  
1986 -37 c o u ld  be r e i n s t a t e d .
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The L e g i s l a t u r e ,  w h ic h  had been m os t c o o p e r a t i v e  w h i l e  p a s s in g  
t h e  l e g i s l a t i o n  c r e a t i n g  t h e  A u t h o r i t y ,  rem a in e d v e r y  c o o p e r a t i v e  
d u r i n g  t h e  second y e a r . T h is  i s  a t t r i b u t e d  t o  t h e  show o f  s t r e n g t h  
. by a u n i t e d  e d u c a t i o n  comm un ity and t h e  e x t r a o r d i n a r y  s u c ce s s 
e x p e r ie n c e d  by t h e  A u t h o r i t y  d u r i n g  i t s  f i r s t  y e a r o f  o p e r a t i o n .

The c o n t r i b u t i o n  o f  t h e  lo a n e d e x e c u t i v e  m u s t be re c o g n iz e d  as 
t h e  m os t im p o r t a n t f a c t o r  i n  t h e  su c c e s s o f  t h e  A u t h o r i t y . ~  
U n d o u b te d ly , t h e  p r o j e c t  w o u ld n e v e r have g o t t e n  o f f  t h e  g ro u n d 
w i t h o u t  h i s  d e t e r m i n a t i o n ,  e x p e r t g u id a n c e , f i rm n e s s  and v i s i o n .

The c o n t r i b u t i o n  o f  t h e  O f f i c e  o f  E d u c a t io n  m us t a l s o  be 
r e c o g n iz e d . The o r i g i n a l  l e g i s l a t i o n  a t t a c h e d  t h e  A u t h o r i t y  t o  t h e  
O f f i c e  o f  E d u c a t io n  f o r  p u rp o s e s o f  a d m i n i s t r a t i v e  s u p p o r t /  A l l  
s e c r e t a r i a l  and b u s in e s s  management s e r v i c e s  w e re p e r fo rm e d  by th e  
O f f i c e  o f  E d u c a t io n . I n  a d d i t i o n ,  t h e  d i r e c t o r  o f  t h e  O f f i c e  o f 
E d u c a t io n  s e rv e d  as P r e s id e n t o f t h e  A u t h o r i t y  s in c e  i t s  i n c e p t i o n .  
H is  b a c k g ro u n d , e x p e r t i s e ,  r e s o u r c e s  and th e  s t a t u s  o f  h i s  o f f i c e  
have h e lp e d  im m ea su ra b ly i n  mak ing t h i s  e f f o r t  a s u c c e s s .

C r e d i t  a l s o  goes t o  t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  f o r  
r e p r e s e n t i n g  th e  A u t h o r i t y  i n  i t s  c o u r t  b a t t l e s ;  t o  t h e  L e g i s l a t i v e  
F in a n c e  C omm it te e and th e  L e g i s l a t i v e  E d u c a t io n  S tu d y Comm it te e 
s t a f f  f o r  k e e p in g  t h e i r  c om m it te e s in fo rm e d  and a s s u r i n g  t h a t  t h e  
c om m it te e s h e a r b o t h  s id e s  o f  is s u e s  i n v o l v i n g  t h e  A u t h o r i t y ;  t o  
t h e  R is k  Management D i v i s i o n  f o r  i t s  m o ra l s u p p o r t ,  i n f o r m a t i o n  and 
e x p e r t i s e ;  t o  G o v e rn o r Anaya f o r  s u p p o r t i n g  th e  A u t h o r i t y  i n  th e  
fa c e  o f  c r i t i c i s m  f rom  d e t r a c t o r s ;  t o  R e p r e s e n t a t i v e  Ben L u ja n  f o r  
c a r r y i n g  o u r l e g i s l a t i o n  i n  1985 and 1986 and t o  th e  S t a t e  
P u r c h a s in g  O f f i c e  f o r  h e l p i n g  us a c h ie v e  t h e  g r e a t e s t  p o s s i b l e  
f l e x i b i l i t y  i n  d e a l i n g  w i t h  in s u r a n c e  com pan ie s w h i l e  c om p ly in g  
w i t h  t h e  P u re ! s i n g  A c t .
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The o r g a n i z a t i o n s  w h ic h  c om p r is e  t h e  A u t h o r i t y  B oa rd m us t a ls o  
be r e c o g n i z e d . These o r g a n i z a t i o n s  fu n d e d  a l l  t h e  expenses o f 
t h e i r  r e p r e s e n t a t i v e s  d u r i n g  t h e  f i r s t  y e a r .  These o r g a n i z a t i o n s  
and t h e  s c h o o l d i s t r i c t s  b y w h ic h  t h e i r  r e p r e s e n t a t i v e s  a re  
em p lo yed ha ve p r o v i d e d  much r e l e a s e  t im e  f o r  A u t h o r i t y  Bea rd 
members t o  a t t e n d  c om m it te e  and Boa rd m e e t in g s .

An added b e n e f i t  w h ic h  has r e s u l t e d  f r o m  a l l  t h i s  c o o p e r a t i v e  
e f f o r t  has been an in c r e a s e d  t r u s t  and r e s p e c t among l a b o r  and 
management o r g a n i z a t i o n s .  H o p e f u l l y ,  t h e s e  h e a l t h y  r e l a t i o n s h i p s  
w i l l  le a d  t o  f u t u r e  c o o p e r a t i v e  e f f o r t s  i n  o t h e r  a r e a s .

- S -
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B u s i n e s s
S U N D A Y

[ SECTION B  Jan 22, 1989 (

H e a l t h  i n s u r a n c e  
c o s t s  r i s e  f e v e r i s h l y
Workers at a loss as employers cut back on benefits

Rising Medical Costs
Rita in maiXcal cods vs contumar 
poc# indit in Anchorage

By  HAL BERNTON
Daty News reporter
L e s t e r  S n o w  h a s  

wo rked  as an A la ska  
d isc  J ockey  f o r  19 

years ,  and one bene f i t  he 
a lw a y s  c o u n te d  o n  was 
h e a l t h  I n s u r a n c e .  T h a t  
meant a lo t  to S n ow  be­
cause his  w i fe ,  J enn i fe r ,  
has a ser ious heart condi­
t ion  tha t requ ires  med ica ­
t ion  and c lose mon ito r ing .

T h e n  l a s t  F e b r u a r y ,  
S n ow  got had nows f rom  
h la  e m p l o y e r .  S o u rd o u g h  
B r o a d c a s t e r s  Inc. O w n e r  
P a t t y  I f a r p e l  s a id  she 
cou ldn 't  a f f o r d  the 70 p e r ­
cent price Increase demand ­
ed by  the company 's  In su r ­
e r ,  and  c o u ld n ' t  f i n d  a 
cheaper a lt e rn a t iv e .  G roup  
Insu rance f o r  the s ta tion 's 
15 e m p l o y e e s  w o u l d  be 
d ropped

S n o w  f e l l  b ack  o n  a 
V e t e r a n s  A d m in i s t r a t i o n  
po l icy  to  cove r  his  own 
a i lm en ts  but he a lso  needed 
a f a m i l y  po l icy  f o r  his  w i fe  
and tw o  te en ag e  ch i ld ren 
l i e  found Jenn i fe r ' s  heart 
cond it ion  d ro v e  the cost o f  
tha t  po l icy  out o f  sight. 
"M y  fam i ly  has n o th ing ,"  
S now  sa y i  " I f  we have  a 
rA th \ ( l i s | i | i | r  m i i f l i n t  fi f  III
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D Ik  Jockey  Le s te r  S now  wee le ft a c ram b l ln o  when  Me em p loy e r  was fo r c e d  to  d r o p  hea l th  bene f i ts  f o r  em p lo y e e s .
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100 percent, according to 
b roke rs  Walt Ba ldw in .  H i l l  
P u r r in g lo n  and Dave SI tat 
ton

T ho se  r a t r  I n r r e a e s  
have  pushed the cost o f  
many A la ska  policies fa r 
above the na t iona l average 
F o r  an  A la s k a  R a i l r o a d  
union w o rke r  and fam i ly ,  
f o r  exnmple , the tota l • -e.t 
o l  a n n u a l  In su rance  is 
55,815, m o re  than doub le  
the na t iona l average

In years  past, em p ln v r i s  
t r i e d  t o  dodge m t r  in 
creases by  changing to  an 
o t h e r  i n s u r e r  Bu t th i s  
year ,  l i e  ma rke t 's  t igh t­
ened and f inding another 
in su re r Is much harder I s  
do . says Ba ldw in .

Em p lo y e e  e xam s  o l i c n  
o re  required before new in ­
su re rs  agree l o  w r i te  the 
policies, and I f  I b r y  d.Hi'l 
l i k e  wbat tli.-y f ind , t h m  
they back away o r  re fuse 
to  in su re a l ready exis t ing 
condit ions.

The cost o f  Ind iv idua l 
po lic ies — •  fa l l  h a rk  lo t 
th o s e  w hose  cmp loy i - i ' i  
don't o f f e r  Insuiance -  al 
so I t  soar ing Ulue Cross o f  
Washington and A la ska ,  n 
m a jo r  ( l a t e  Insurer , is sci k 
Ing -sn average 70 p en an l



B h  d is c  J oc k e v  f o r  19 
y e a n ,  and one bene f i t  he 
a lw a y s  c oun ted  o n  was  
h e a l t h  In s u ra n c e .  T h a t  
mean t a lo t  to  S n ow  be­
cause his  wi fe ,  J enn i fe r ,  
has a ser ious heart cond i ­
t ion  that requires m ed ica ­
t ion  and close n u n l t o r l n g

T h e n  l a s t  F e b r u a r y ,  
S n ow  got bad news f r om  
h ts  e m p l o y e r .  S o u rd o u g h

, -oadcasters Inc . O w n e r  
1‘ a t t y  l l a r p e l  s a i d  she 
cou ldn't a f f o r d  the 70 |>er 
cent price Increase d em and ­
ed by  the company 's  In su r ­
e r ,  an d  c ou ld n ' t  f i n d  a 
cheaper a l t e rn a t iv e  G roup  
Insurance f o r  the sta t ion 's  
IS  e m p l o y e e s  w o u l d  be 
d ropped .

S n o w  f e l l  hack  o n  a 
V e t e r a n s  A d m in i s t r a t i o n  
po l icy  to  cove r h is  own 
a i lm en ts  but he a lso  needed 
a fam i ly  po l icy  f o r  h is  w i fe  
and tw o  teen age ch i ld ren . 
He found Jenn i fe r 's  heart 
c ond it ion  d rove  the cost o f  
tha t p o l icy  out o t sight. 
“ My f am i ly  has n o th in g ,"  
S n ow  says " I f  we have  a 
ca tast roph ic  accident o r  i l l ­
ness, 1 w i l l  be up aga ins t a 
w a l l . "

S n ow  is exper ienc ing the 
ha rsh  edge o f  a new A la sk a  
business trend — the s la sh ­
ing o f  emp loyee  heaith-carc 
benefi ts .

Th roughou t the s la t e  — 
and p a r t ic u la r l y  in A nch o r ­
age — emp loye rs  a l r e ad y  
ree l ing  f r om  severa l y ea rs  
o f  re c e s s io n  a r e  b e in g  
she l l- shocked by huge an ­
nua l Increases In the cost o f  
hea lth -care benefi ts

T h e y ' r e  r e sp ond in g  by  
cutt ing back on  these bene­
f i ts  and fo rc ing emp loyees  
to  sha re  mo re  o f  the costs, 
and In some cases d ropp ing  
such coverage a ltogether .  
And th e y ’ re  Joining a de­
bate a l r e a d y  In p rogress  
among Insure rs ,  those who  
o f f e r  med ica l services and 
state o f f ic ia ls  about why  
r i t e s  a re  sky rocke t ing  and  
lus t what can be done to 
c on t ro l  them

O f ten  hit  hardest b y  In 
creases a re  sma l l  e m p lo y ­
ers a l r e a d y  ope ra t ing on 
thin p r o f i t  marg ins

A D - W »  Idasgsii

Disc (o c k a y  Le s te r  Snow  was  le ft sc ram b l ing  when h la  em p loy e r  was  fo rc ed  to d r o p  hea lth bene f i t s  l o r  em p loy e e s .

"V o u  Just don't get good 
rates i f  you  have anyone 
w i th  m ed ica l  p r o b l e m s , "  
aays  H a r p e l .  the  s ta t i on  
manager.  "A nd  you  never 
know  how long you  w i l l  be 
ab le  to keep a po l icy  be fo re  
It's canceled and you 're  out 
o n  the  b ig  w id e  ocean 
look ing  fo r  ano the r  l i f r sav -  
e r . "

A s la te  su rvey  est imated 
that tO.OOO wo rk ing  Alas 
kans  and the i r  dependents 
lack any  type o f  hea lth 
Insurance — e ithe r  f rom  
p r iv a te  o r  public sources

T he  s t a t e ’s s h r i n k i n g  
hea lth -care coverage rep re ­
sents a sh a rp  reve rsa l  f rom  
the boom  y e a n  o f  the ea r ly  
‘ 80s, when A la ska  em p lo y ­
e rs  — both  public and p r i ­
va te  — deve loped some o f  
th e  n a t i on ' s  best hea l th  
b e n e f i t s  t o  h e lp  rec ru i t  
w o rke r s  f r om  the Lower 
48 M an y  p o l i c i e s  were  
what Insurance agents call 
"cad l l lacs .* ’ fea tu r ing mini 
m a l  o u t o f - t h e  pocket ex 
penses f o r  employees

Bu t m any  o f  the  "cad i l  
la c s "  a re  tu rn ing  in to  hum

b le  F o rd s  and Chevys .  o r  
worse , as em p loy e rs  s t rug ­
g le to  cope w i th  the ris ing 
Insurance costs Tha t  has 
made hea l th  Insurance a 
m a jo r  Issue In s la te ,  mun ic ­
i p a l  a n d  p r i v a t e  s ec t o r  
union nego t ia t ions , and In 
Juneau , where  po l i t ic ian s  
a l ready  h ave  d ra f te d  b i l l s  
t o  create a new s ta le  hea lth  
Insurance co rpo ra t ion .

" I t ' s  a ser ious p rob lem ,  
and one hat w r ' r r  going In  
fa re  fo r the rest o f  o u r

(««» CK*r«* •*■*» 1 \»r>*
l i v e s , "  says B i l l  Qu inn ,  a 
un ion leader who  serves on  
an A la s k a  R a i l ro ad  C o rp  
hea lth Insurance c om m i t ­
tee. "Those  o f  us In the 
baby boom m ay  not be 
faced w ith  what k ind  o f  
hea lth Insurance we want 
when we re t i re ,  but w he th ­
e r  we ' l l  be ab le  to a f f o r d  
It "

The A la ska  hea lth -care  
In f la t ion  p a ra l l e l s  a n a t i o n ­
wide surge In bene fit  costs,  
hut p rem ium  In f la t io n  here

appears  to  be p a r t ic u la r l y  
acute.

T h r e e  n a t i o n w i d e  
su rveys repo rted  by B u s i ­
ness Insurance, The W a l l  
S treet J o u rn a l  and H ea l th  
Week cited average I989 
Increases o f  I I  to  25 percent 
fo r  g roup hea l th  p lans  

In  A la ska ,  a few c om pa ­
nies contacted by  the D a i l y  
News report they 've man 
aged to  ho ld  the l ine  on 
hea l th  costs A la sk a  C o m ­
merc ia l Co . ,  f o r  e xam p le ,  
an A ncho rage -b a sed  m e r ­
chandis ing chain e m p l o y ­
ing 450 peop le , th is  y e a r  
repo rts  no Increase In its 
po licy p rem ium .

"W e  manage the bene f i ts  
ve ry  c a r e fu l l y . "  says S am  
S a l k i n ,  A l a s k a  C o m m e r ­
c ia l's president "We have  
(med ica l ) au tho r isa t ion  p ro  
cedures, second op in ions  "  

Bu t  A la sk a  Com merc ia l  
I t  the exception, not the 
norm .

Three  m a jo r  A la ska  In 
surance b roke rs  indicated 
average I989 in c r ra s r s  o f  30 
to 60 percent a re  the n o rm  

And some increases top

T h o s e  ra te  Inc reases  
have pushed th *  cost o f  
many A la ska  policies fa r 
abov* the na t iona l average 
F o r  an  A l a i k a  I t a l l r o ad  
union w o rk e r  and fam ily ,  
f o r  examp le ,  the tota l cost 
o f  a n n u a l  In su ran ce  Is 
85,845, mo re  than  double  
the na t iona l  average

In yea rs  past, rm p lo y e r s  
t r i e d  t o  dodge r a t e  in 
creases b y  changing to a n ­
o th e r  In s u r e r  B u t  th i s  
year ,  li ie  m a ikc t ' s  t ig h t ­
ened and f ind ing another 
in su re r is much ha rde r  in 
do, says Ba ldw in

F m p lo y e e  e x am s  o f t e n  
a re  requ i red  be fo re  new in 
sure rs agree to w r i t e  the 
policies, and I f  they  don't 
l i k e  what they f ind , t l n n  
they b a rk  away o r  re fuse 
to  Insure a l ready  exis t ing 
condit ions.

The c o n  o f  Ind iv idua l 
policies — a fa l l  back fo r  
tho se  w hose  em p l o y e r s  
don't o f f e r  Insurance — a l ­
so Is soar ing B lue  Cross o f  
Washington and A la i k a ,  a 
m a jo r  state Insurer . Is seek- 
*n* an average 70 percent 
Jump in the cost o f  indiv id  
u a l  insurance policies 

"The  po in t Is not just 
th a t  it 's  e xp en s iv e ,  but 
whether It w i l l  even he 
a v a i l a b l e , "  said P a u l  R o l l ­
e r ,  d irecto r o f  the state 
D i v i s i o n  o f  I n s u r a n r e  
" P eop le  Just cannot a l f o i d  
those ra tes . "

n
The debate ove r  A laska 's  

r is ing hea lth  costs is o ften 
dom inated by  discord 

Doctors say the i r  A laska  
co s t s  a r e  h igh ,  because 
overhead  is much higher, 
and  they po int the f inge r at 
insurance companies 

" I  th in k  a lo t o f  the 
p rob lems, f r om  the p h y s i ­
cian's perspect ive, a rp gen­
e ra te d  by  the in su rance  
compan ies ."  says R i rh a id  
N eubau e r .  an Ancho rage  
in tern is t "T h ey  set up a 
lo t  o f  obstacles fo r p rompt 
payment o f  b i l ls ,  and in.tsl 
rn l re  the amount o f  p ape r­
w o rk

P le a t*  ten  P ag e  B  3  H E A LTH

r -

Harvard MBAs take ethics to heart
By P . iU L  WILKESIn* New York tides
B O S T O N  -  At th e  H a r v a r d  

Bu s in e s s  S c h o o l  e a r l i e r  th is  
yea r ,  a g roup  o f  s tudents galh-a».<4 I .  • I t  a %■ L  \

" I  have  to  agree Th is  It  a business 
decision, p u r r  and s imp le  W e ' r r  pa id  
to  make  the most p ro f i t  poss ib le  
When you  sta rt  gett ing In to  socio logy 
and a l l  tha t ,  you lose sight o f  uJi.it
In h  v m i ' i *  ••»••*».%* "

Office space market 
closes in o n  recovery

- i f YThe  lo t r s t  o f f i c e  spacemul fpf il ihfv iWt.mprtfs »It
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H E A LT H  IN S U R A N C E : Em p loye rs cut benefits in fa ce  o f rising costs T r a d
s u s pC o w n y d  from Pag* B-1 I

"Th ry  ta t up q u a lity  in­
su ran ce  p ro g ram s . rev iew  
types o f  th ing s , and ca ll for 
ju s t if ic a t io n

B r o k t r  P u r n a i l o a  a c - 
c u m  B lu r  C r o t i , t  m a jo r — 
and n on -p ro fit -  A -a aaa  in- 
lu re r , o f p red a to ry  p ric ing  
— cu t t in i r i t r t  srneo m a jo r  
com petition  ih ow t up th tn  
jack ing th em  up one* that 
com petition  I ■ je  In IS8S. 
for t i a m p l t .  B lu e  C r o n  cut 
m any o f  i t i  g roup  rater to 
he lp  fend o f t  an  unsuccessful 
a ttem pt b y  H um ana C are  
P l ' j j  to g r i b  a pice et the 
A l i n a  m a rk e t

Stephen  C la rk  execu tive  
vtc* preaiden t o f  B lu e  C r o n ,  
says the p ro b lem  doesn 't lie  
ta-ltb the  in iu ran ce  c om p a ­
n ies He la y s  A l i n a  do cto rs  
and h o sp ita ls  charge m uch  
more th an  in tbe L ow er 41. 
and th e ir  com pany  ju st p a s ­
ses th rough  th e  ev er-in fla t­
ing costs A la sk a  lab ora to ry  
tests, fo r  ex am p le , averaged  
72 percent h ig h e r  in A la sk a  
tJsrn W ash ing ton , accord ing  
to  B lue  C r e u  data.

' I f  w * a re  to  coo tain  th*  
exctssive  c o s ts  ot bealth  ca r*  
us A la ik a , w e 'v e  got to  w ork  
In unison w ith  th* p h y s i­
c ian !. h o sp ita ls . em ployers 
and in d iv id u a l tu b scn o e rs ."  
C la rk  says.

S la te  o l f ic ta ls  don't keep  
de ta iled  f in an c ia l data on  a ll 
o f  the m ore  th an  10 in surers 
selling h e a lth  insurance in 
A la sk a  B u t  th ey  do m on ito r  
B lu e  Cross, d u e  to  its specia l 
s ta tu s  as a  n on  pro fit m ed i­
c a l serv ice co rp o ra tion  A nd  
In 1917. tb e  last year In 
w hich  f in an c ia l in lo rm a tlo c  
Is a v a ila b le , s ta te  records 
Indicate B lu e  C ress rough ly  
b rok e  even in  A la sk a , p a y ­
ing out i d  m ill io n  in c la im s  
and adm in is tra tiv e  costs and  
tak in g  us th e  sam r am oun t 
in prem ium s.

A etna L if e  h  C asualty , us 
a rep ort to a s ta te  tasx fo rce , 
in d ica ted  th a t  s in ce  1989. th e  
In su ra n ce  p la n  c o v e r in g  
s ta le  em p loy ee s lost m o re  
than  110 m illio n .

S ta te  in su ran ce  d iv is ion  
o ffic ia ls  n t*  ic v r r a l  m a jo r  
national tren d s  forcing up  
th *  cost o f  A la ik a  h e a lth  
m au n n c t  T h ey  include

• Th *  u s*  o f  e v e rm o re - 
costly  te ch n o log y  to  e x am ­
ine. t ra it  an d  prolong th e  
l ife  o f p a tie n ts , in clud ing  
v ic tim s o f  A ID S  and o th e r  
te rm in a lly  i l l  patients

O u r  s o c i e t y  h a s n 't  
rescued th e  p o in t  yet w here  
» i  : i»  we can  t a llo rd  to  
a m o r t  th *  co s t  o f  a h ea rt  
tran sp lan t f o r  a 94X**ar-old 
guy v c  s b een  sm oking six  
packs i t  c ig a re t te s  all h is 
life ."  «ayt W arren  D vo rak , 
benef t i  m an ag e r  for the A n ­
chors i *  S ch o o l C .s tr .c t

• I t n r e a i e d  s a l in e s  t o  
he lp  e o io i t a i t  an d  o ia rr  in ­
st itu tion ! -fesi w ith  an e v er  
m ore  s e v e r*  m o r n s *  o f  
nurses and o th e r  m ed ica l 
personnel

• C os t s h i f t in g  A t tb e  
fe d e r a l  g O " * rn m * c !  c u t s

M o s t  A m e r i c a n s  h a v e  
h e a l t h  i n s u r a n c e
Men - 11 -  n«t« o* go*e*•"ISAACS by •£« Q'OvO W 0#*C*A| O' 65 9941% 4<VJ 0*»r «r«C0»«*M CO"«0*<*0 *0 ol »*0»* 24 r l|f |
A M M IC A M S  C O V IH ID  
BY  H IA L T H  IN gU R A M C C6* IJI fi-jufl v* ee-re-il

\ . o is m <  i t )« ts • •  as t« st u
US*ri Iw h i  Iware

b ack  on M ed ica re  and o tb e r  
m ed ica l p a y m tn lt . h o sp ita ls  
are try ing to  com p en sa tt  by 
ra is in g  r a te s  fo r  p a t ie n t s  
w ith  p r iv a te  in surance .

•  Recent fed e ra l law s re­
qu iring em p loy er! to  e x ten d  
t e c p o r a r y  h e a lth  b en e fits  to  
fo rm er em p loy ees and  fu ll 
benefits to  som e tea son a l 
and tem po ra ry  em p loyees

E eg io r .il trends a lso  fue l 
tb e  in fla tion . a cco rd ing  to  
the state in su ran ce  d iv is ion , 
in du stry  o ff ic ia ls  and a  d ra ft  
rep ort o t  th e  G o v e rn o r 's  In- 
ten m  C om m iss ion  on  H e a lth  
Car* .

• Huge in creases in th e  
c o it  o f  A la sk a  m a lp ra c tic e  
Insurance — b o th  fo r d o c to rs  
and  h o sp ita ls  — have  been  
passed  on to  h e a lth  ca re  c o n ­
sum ers A nd  tb e  th re a t  o f  
dam age  su its has p rom p ted  
m ore  d e fe n s iv e  m e d ic in e  
D octo rs o rd e r  a d d it io n a l, at 
tim es unnecessary , tests and  
exam s to  h e lp  p ro te c t th em  
from  patien ts w ho  m igh t la t ­
e r decide to  sue

• W ith  th e  p a s t  t h r e e  
years , a m a jo r  in crease  In 
the use o f an  ever-expand in g  
a rray  o f  A la sk a  n ea ltb  ca re  
serv ices L a s : y ea r , f o r  ex- 
am rl* . C h a rte r  N o r th  M e d i­
ca l C orp  open ed  an e x p en ­
s iv e  n ew  f a c i l i t y  f o r  
to p a tien t tre a tm en t o f  d is ­
t u r b e d  c h i l d r e n .  T h a t
Srom p ted a m ore  th an  P o u ­

ting o f  a d m is s io n s  f ro m  
state  em p loyees and th e ir  
fam ilies A nd  h o sp ita l c h a r ­
ges to  th* s ta te ’s in su ran c*  
p r o g r a m  s o a r e d  f r o m  
S320.448 m  fisca l y ea r 1987 
to  S I .2 m illion  In fisca l y e a r  
1911

Th*  In creased us* . In du s ­
try  o ff ic ia ls  say . a lso  resu lts  
from  sk itt ish  w ork e rs w ho  
— in a dow n econ om y — fea r 
fo r  jo b  s« cu n ty . and w an t to  
m ake sura  any n es llh  p r o b ­
lems a re  d ea lt w ith  w h ile  
they s t ill h ave  coverage

• The sagging econ om y a l ­
to  has caused  a b ig in crea t*  
m free m edicine by  th e  h o s ­
p ita ls  W ith in  th e  past th ree  
years, P ro v id en t*  H o sp ita l s 
un re im bu rsed  m ed ica l s e r ­
vices jum ped  from  17 m il-

Y o u  ju s t  d o n ' t  g e t  g o o d  r a t e s  i f  y o u  
h a v e  a n y o n e  w ith  m e d ic a l p r o b le m s .  
A n d  y o u  n e v e r  k n o w  h o w  lo n g  y o u  w ill 
b e  a b le  to  k e e p  a  p o l i c y  b e fo r e  it 's  
c a n c e le d .  9 — Patty H*rp«l

CD RATES'FOR THE SERIOUS INVESTOR.
M atu rity Rate
6 0  Days 8 .7 5 %
A  i  r >  • n  A A n /

lion  t o  117 m illion  D u rin g  
th a t sam e t im e  p en od . H u ­
m an a ’s jum p ed  from  J5 m il ­
lion  to  S17 m illion , th e  h o s ­
p ita ls  say.

T b i t  tends to  d riv e  up  the  
co st o f  se rv ices for those  
w ho can  a ffo rd  to  pay . s ta te  
o ff ic ia ls  ssy .

In the L ow e r  48 , the s tru g ­
gle to  ga in  con tro l o ! h e a lth  
ca re  costs  —  and o ften  in ­
tense c om p e tit io n  for p a tien t  
d o lla r s  — has triggered  a 
rev o lu tion  in h ea lth  ca re  de­
liv e ry . In m any m a |o r  u rb an  
areas , em p loy ers can  cnoose  
f rom  a w ide range o f  p r o ­
g r a m s , su ch  as p r e -p a id  
h ea lth -ca re  p lans tn w h ich  
do c to rs  and h o s p it a l ; g u a r ­
antee serv ices f o r  a f ix ed  
fee. O th e r  p rog ram s in vo lv e  
doctors  and hosp ita ls  w ho  
team  up  to  o f fe r  em p loy ers  
d is c o u n t  s e r v ic e s  in  e x ­
change  fo r  U rg e  vo lum es o f  
business.

In th e  h e s ltb -ca re  in du s ­
t r y . s u c h  p r o g ra m s  a re  
know n  as "m anaged  ca re ."  
and m any  v iew  them  as the  
w ave o f  the  fu tu re

" A n  In c r e a s in g ly  h ig h  
percen tage o f  p eop le  w ho  
a r*  In su re d  re c e iv e  som e  
sort o f  m anaged  ca re ."  says 
Doug H astin g s , a W ashing- 
ton . D  C  , a tto rn ey  s p t c i l l l l -  
lng In h o sp ita l and h e a lth  
ca re  Issues. "A n d  m ost e x ­
pe rts p red ic t th a t  grow th  
w ill c on tin u e ."

B u t  In A la sk a , sucn p ro ­
gram s a re  in th e ir  In fancy  
T h a t ’s du e , in pars , to  th e  
state 's Iso la tion  and spa rse  
p op u la tion , w h ich  m ax* it 
d if f ic u lt  to o rg an is t  large- 
v o lu m e  h e a l t h  c a r e  p r o ­
gram s p ro fita b ly

.Another o o s ta d e  to th e ir  
developm et t is th e  state s 
doc to rs , m any o f  w hom  view  
such p rog ram ! w ith  d i i l r j s t  
and o u tr ig h t  h o s t ility  'I 'm  
ex trem e ly  h eppy  th e t those  
th ings have  not com e he re ."

sa id  N e u b a u e r . th e  in te r  
m s t . "  M aybe th* co s t  o f  
In surance w ill go d ow n , taut 
so w ill th *  q u a lity  o f  care  
and I 'm  not sure It's w orth  
It ."

N eu b au e r  la id  th e  m an ­
aged care s y i te m j tend to  
screen o u t those  w ho  e re  
rea lly  s ick , (m e t  th ty  m ay  
n etd  lo ts  o f  expen sive t re a t ­
ment th a t  w ill cu t aw ay  the  
p ro fits  from  a p r e p a id  o r  
d iscoun t plan.

O th e r  A la sk a  d o c to rs  say  
m anaged  cs re  m eans m ore  
in suran ce com pany  b u re au ­
cracy  and in fe r io r  ca re  fo r  
everyone  D oc to rs  w ith h o ld ­
ing trea tm en t fo r  fea r the  
next test — o r  the next 
op era tion  — w ill e rode  the  
p ro fit  from  a p re d e te rm in ed  
fee

In iu ran ce  com pan ies d is ­
agree and  are fru s tra te d  by 
tbe A la sk a  d o c to rs ' re lu c ­
tance to  em brace  the new  
system s. "You 're open ing a 
very  in te resting  and very  
sen s itiv e  area . " says R obert 
S im o n s , a p h y s ic ia n  e m ­
p lo y ed  as A e tn a 's  m ed ica l 
d ire c to r . S im ons sa id  he sent 
le tte rs to  s tate  phys ic ian s  
ask in g  them  to  jo in  in new  
m anaged  care p ro g ram  w ith  
Aetn a , and found "n o  rea l 
In te res t."

B lu e  C ross say s it w ill 
a ttem p t to  ir  -o se  h e a lth ­
care m anag es : .1 on  p h y s i­
cians b y  d r if t in g  new  d is ­
coun t po lic ie s  th a t  on ly  re ­
im b u rs e  p a tie n ts  f o r  th e  
average  cost o f  a p hy s ic ian 's  
serv ice Th e  i i ' r a g e  b rok en  
arm . f o r  exam p le , costs  197 
to  se t tn A la sk a , bu t som e  
docto rs  charge 9154)

U  a  d o c to r 'i  co st is w ay  
o v e r  t h e  a v e ra g e  — and  
there :.re  no spe c ia l c om p li­
ca tion ! to  fu sttfy  th a t , then  
the n ew  po licy  w ou ld  prod  
the p a tien t to  a ch e ap e r  doc­
tor . s a id  C la rk , th e  B lue  
Cross v ice  president

A e tn a  and  B lu e  C ro s s  
have h a d  m ore success d e a l­
ing w ith  h o sp ita ls . >

A etna has conv in ced  H u ­
mana to  o ffe r  a 30 percent 
d iscoun t in serv ices , a cco rd ­
ing to  S im on s , in re tu rn  for 
help ing f ill the  h o sp ita l's  
beds w ith  a steady stream  o f  
its in su red

B lu e  C ross has team ed  up  
w ith P rov id en c*  in a  s im ila r  
p ro g ram  And P ro v id e n c e  
recen tly s trsck  o u t  on  its  
own to  o f f e r  such d iscoun ts  
d irectly  t o  A ly c s k i P ipe lin e  
Serv ice  C o . and severa l o th ­

e r  large em p loy ers
T h e  em p loy ers w ho  p u r ­

cha se  such d iscoun ted  s e r ­
v ices use an econ om ic h am ­
m e r  t o  in s u r e  t h e i r  
em ployees go to  the right 
h o sp ita l Em p loyee s p ay  a 
low  deductib le  if  th ey  attend  
th e  p re fe rre d  h o s p it a l , a 
m ucn h igher d edu -" -* -'- if 
th ey  attend th e  com

Such  p lans w ere  
t radu ced  to  A n ch o rs^  ,c  
m id  '80s. and  as ra tts  ru e . 
th e tr  appea l g row s , b o th  to  
em p loy ers and em p loy ers .

T h e  A la sk a  R a ilro a d , fo r  
e x am p le , a f t e r  m o o tb s  o f  
tou gh  b a rg iin in g  re tched  a 
1987 un ion  agreem en t th a t 
in cluded  e th ree -y ea r freeze 
on  em p loy er paym en ts to­
w ard  hea lth  b en e fits . A t the  
tim e . It lo ok ed  l ik e  a good  
se t t le m en t  b e c a u s e  th o s e  
p a ym en ts  c o v e r e d  a ll th e  
costs o f  a g ilt-edged  m edica l 
p lan  Join tly in su red  th rough  
th e  ra ilro a d  an d  Aetna.

B u t last y e a r . A etna h it 
the  ra ilro a d  w ith  a  40 p e r ­
cent rate in crea se  fo r the  
stan d a rd  p lan . T h en  they o f ­
fered i m ore m od e s t a lte rn a ­
t iv e . a  14 p e rcen t rate in ­
crease  tor th o s e  em ployees  
w ho w ou ld  Join a  "p referred  
h o s p i t a l "  p la n  w ith  H u ­
m ana

U n d e r  tha t p la n , em p loy ­
ees w ho  cnose Prov idence  
w ou ld  have to  pocket 40 
percen t — ra th e r  than the 
stan dard  JO p e rcen t — o f  
in itia l h o sp ita l costs .

O th e r  co s t  m anag em en t  
e f f o r t s  in c lu d e d  in su ra i.e e  
com pany  a p p ro v a l o f  oon - 
emergency su rg e ry  and a f i ­
n an cia l pena lty  f o r  co t o b ­
ta in ing a second op in ion  on  
prospectiv e  su rge ry .

N on -u n io n  r a i l r o a d  em ­
ployees chose t o  sign  up fo r  
th e  p r e fe r r e d  p la n , b u t  
un ion  w o r s e n  o p te d  ig a in s t  
It. Then  th is y e a r , facing 
anotner 32 percen t increase, 
the  u - 'o n s  d e c id ed  to  go 
w ith  tne p re fe rred  op tion

Even  w ith  th e  preferred  
p la n , th e  n ew  in su ran ce  
doesn 't com e ch e ap  A  fam i­
ly  p o l i c y  w i l l  c o s t  e a ch  
un ion  m em ber <2 .049  ou t o f  
pocket.

Q u inn , the u n ion  leader, 
ta id  he's ta lk e d  w ith  the  
rank and file  A b o u t  cu tting  
benefits to  try  t o  bring  m et 
expense dow n fa r th e r  Bu t  
fo r  the m om en t, h is  mem- 
b e n  toy  no "T h e  em ployees  
s t i l l  w an t th e  p la n  iney  
have They eren  t w illin g  to  
dow nscale  It — y e t "

s o u cV
10* aeg*ei 7

CH ICAGO  
c u t o '  in tn 
I n v e s t ig a t e  
traud in Chi 
llon -d o lla r c 
t u r e s  In c  
door-to -d oo r  
mg to  prett 
c o o p e r a t e  
egents

D ep a r tm e  
veteran  Ira 
who is head 
g a tton . am  
pressed rac  
p r o v id e  ev , 
o th e n  who 
trad ing pits 
B oard  o f Tra  
e ig o  Mercan-

Sou rces ir. 
m un ity  said 
rated  that t 
was s t ill t r  
c r it ica l x )p i 
v e s t ig i t i o n  
sweeping ev- 
cane  in dust 
m uch a cnme  
go 's e cosom ; 
rnent is to  
econom y o r 
New  Y ork .

B u t Its tu  
servers said 
m ore  on wha- 
n u t  several 
w hat went or 
thre* y e an  
w ork .

Th e  need
— and tbe g 
verage fo r i 
has been  u 
law yers a n c  
exchange o f! 
log the raves

F c r  exam p  
b ro k en  w ho
— and Ln t 
e lectron ica lly  
five u sd erco ' 
potir.g as tra , 
m arket! bavi 
o f  rela tively  
tions, bu t ir 
carry  relative  
ties

They were 
tbe most p a r  
and early  mi 
•gents ar.d a t 
toroeys ra a i- 
n i - t e n m g  vt: 
last Monday 
o f the pub!! 
Investigation  
ctd rd  w ith  s 
enct fo r  com : 
tom eys on  
Island o f  S i

" If you  an  
b r e a k  o p e  
u n d e r c o v e r  
and go door 
tim e to  d o  it i 
the  good law 
are ou t o f 
form er D epa  
t ire  a ttorn ey  
tenting suspe

N e w  Y e a r's  Q e a ra n c

Christmas sales have dropped o ff, and our ycar-end 
inventories are far too high.' To reduce our stock we'v 
drastically cut prices on all popular computer systems. 

All units must go, hut prices are limited to stock oh hand, 
save now during the largest inventory clearance in our his

T'L  -  * — — TH
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S t a t e  h e a lth  
in su r a n c e : 
$ 1 0 4  m illion
Cowper seeks more money 
for state workers’ coverage
B y DAV ID POSTMAN
Daily News reporter

JU N E A U  —  S ta te em p loyees ’ to p -o f-th e -lin e hea lth 
insu rance p o lic y  w i l l cost $104 m il l io n  th is  yea r, $20 
m il l io n  m ore th a n th e sta te has budgeted to pay fo r it.
The p la n costs the sta te an average o f $431 a m on th 

pe r emp loyee, 520 pe rcen t m ore th a n i t d id  a dozen 
years ago. I t  covers 90 pe rcen t o f the costs o f 
e ve ry th in g  fro m  p la s tic  su rg e ry to yea r-long stays in 
m en ta l ho sp ita ls . '

“ We have th e best j jb n  E v e ry th in g  ! s cove red ," 
sa id C huck T a y lo r , depu ty com m iss io ne r o f the De­
p a r tm e n t o f A dm in is tra t io n .

Because the p o lic y costs m o re m oney than the sta te 
has a p p ro p r ia te d fo r i t , Gov. S teve C ow pe r is ask ing 
fo r a specia l a p p ro p r ia t io n  o f abou t $20 m ill io n  to pay 
fo r th is y e a r ’s increases. B u t Cowper, T a y lo r and 
le g is la t iv e  leaders say the he a lth coverage m ay be too 
expens ive fo r these days o f l im ite d  money.
The s ta te is locked in to  the p lan th rough con trac ts 

w i th  its  la b o r un ions . Those con tra c ts ca ll fo r the s ta te 
to  p ro v id e the same le ve l o f coverage even i f  the costs 
gb up o r the re is less money to pay fo r the po lic y .

“ T he re ’s no t any cons id e ra tio n fo r w ha t happens in 
a dow n econom y ," C ow pe r sa id at la s t w ee k ’s budget 
s um m it w ith  le g is la t iv e  leaders. " I  th in k  i t ’s fa i r to 
say th a t th is is ju s t a s itu a tio n  nobody eve r a n tic ip a t­
ed. I f e v e ry th in g  had kep t go ing up i t w ou ld have 
w o rk e d ju s t f in e ."

B u t as costs sky ro cke te d , s ta te incom e dropped and 
th e sta te is now  s tuck w ith  a boom -tim e hea lth p lan .
A l l fu l l - t im e  employees, in c lu d in g  leg is la to rs , are

Please seo Back Page, I N S URANCE
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covered b y the p o lic y a t no 
cost. P a r t- t im e  em p lo yees 
can buy in to  th e p la n at 
abou t h a lf the s ta te 's cost, 
accord ing to T a y lo r .

U nde r the p o lic y , T a y lo r 
said:
• 90 perceL t o f a l l m ed ica l 

costs are pa id . O n ly 8 pe r­
cent o f p u b lic em p loyee in ­
surance po lic ies in the coun ­
t r y  h a v e 90 p e rc e n t 
coverage.

• 100 percent o f the p re m i­
um fo r dependent coverage 
is pa id . A la s ka is one o f 12 
states w ith  th a t p ro v is io n .
« State employees have a 

$100 deduc tib le and pay less 
o u t-o f-p o c k e t m e d ic a l e x ­
penses than a ll b u t 3 pe rcen t 
o f pu b lic employees n a tio n ­
w ide .
A s m e d ic a l co s ts h a ve 

gone up, so have insu rance 
costs. B u t A la s ka 's p u b lic  
employees’ p lan , issued b y 
Ae tna L ife  Insurance Com ­
pany , has also go tten m ore 
expensive because o f its ex ­
trem e ly lib e ra l te rm s and 
because people are go ing to 
the doc to r a lo t m ore o fte n , 
accord ing to T a y lo r .
The b iggest increases have 

been fo r ch iro p ra c tic care 
and p s y c h ia t r ic  and s u b ­
stance abuse tre a tm en t, ac­
co rd in g to a su rve y o f s ta te 
emp loyee Insurance c la im s 
file d  d u r in g the past tw o  
years. Charges fo r ch iro p ra c ­
t ic  care w en t up 27 pe rcen t 
in the past year. B u t th a t is 
no t due so much to  h ig h e r 
costs as i t is to peop le go ing 
to the ch iro p ra c to r m ore o f ­
ten.
S ta te figu re s show em ­

p loyees v is ite d  ch iro p ra c to rs 
25 pe rcen t m ore o fte n in the 
past year.

A Ju n e a u c h i r o p r a c t ic  
c lin ic , D av is V a lle y C h iro ­
p ra c tic . is No. 9 on the lis t o f 
paym en ts made to docto rs 
an d c l in ic s , r e c e iv in g  
$315,620 from  Ae tna .
T rea tm en t fo r m en ta l i l l ­

ness and substance abuse ac­
counts fo r 40 pe rcen t o f a l l 
ho sp ita l stays pa id fo r b y 
the p lan . F o r A e tn a ’s o th e r 
A la s k a  in s u ra n c e  p o lic y  
ho lde rs , m en ta l illn e ss and 
substance abuse accounted 
fo r ju s t 16 percen t o f a ll 
ho sp ita l stays.

A nd the s ta te pays fo r 
peop le to go to w ha te ve r 
h o sp ita l the y w a n t and to 
s tay as long as th e y w an t. 
F ive o f the 14 m ost expen­
s ive h o sp ita l s tays p a id fo r 
fro m  J u ly  1986 to June 1987 
were fo r m en ta l d iso rde rs . 
One 16-year-old boy . the son 
o f a s ta te w o rk e r , spen t 
more than a yea r in  Camel- 
back H o sp ita l in  Phoen ix , 
A r iz ., a t a cost o f $131,000, 
fo r neu ro tic depress ion . A n ­
o th e r 15-year-o ld spen t 350 
days a t the same ho sp ita l fo r 
w ha t insurance reco rds show 
as "ch ild h o o d m en ta l d is o r­
d e rs ."
C h a rte r N o r th  H o sp ita l, 

w h ich specia lizes in m en ta l 
illness and substance abuse 
tre a tm e n t, had the h ighes t 
charges pe r h o sp ita l adm is ­
s ion o f any h o sp ita l used by 
sta te emp loyees la s t year. 
C ha rte r N o r th  charged an 
average o f $15,441 p e r ad­
m iss ion com pared to P ro v i­
dence H o sp ita l a t $6,115 and 
Hum ana H o sp ita l-A la s k a a t 
$5,487.

T a y lo r said some o f the 
h ig h costs o f tre a tm e n t fo r 
m en ta l illness and substance 
abu re are due to h ig h alco­
h o lism  and d ivo rce ra tes In 
A ia s ka and th e fa c t tha t 
m any peop le do no t have 
fa m ily  here and m ore re ad i­
ly  tu rn  to p ro fe ss iona ls fo r 
he lp .

" I t 's  also m y o p in io n th a t 
you are seeing the im pac t o f 
te le v is io n a d ve r t is in g ,”  T a y ­
lo r said. "T u rn  on the tube 
and w ha t dc you see. 'P ro b 
lems w ith  y o u r k id? Send 
th em  he re . C oca ine p ro b ­
lem s, come see u s . ' "
T a y lo r also sa id th e rise

in ch iro p ra c tic costs m ig h t 
also be a tt r ib u te d  to heavy 
te le v is io n a d ve rtis in g .
W ha teve r the reason, sta te 

leaders say som e th ing m ust 
be done to at leas t s low the 
r is in g  costs. B u t since the 
insurance is p a r t o f un ion 
con trac ts , the re is l i t t le  th a t 
can be done.

A n y change w o u ld have to 
be n e g o t ia te d  w i t h  the 
u n io n s o r th e le g is la tu re  
w ou ld have to amend s ta te 
la b o r re la t io n law s to a llo w  
C owper to m ake changes in 
the be ne fit oackage.
C owper. House Speake r 

Sam Cotten and Senate P res­
id e n t T im  K e lly  agree the y 
w i l l “ 'ta k e  a lo o k a t”  the 
bene fit package, b u t because 
o f the con tra c t requ irem en ts 
the y stop sho rt o f say ing 
the y w i l l ta k e ac tio n to cu t 
the p lan .
" I f  som e th ing was to  ap­

p e a r b e fo re us m a g ic a l ly  
maybe we cou ld ta ke a look 
a t i t . "  K e lly  sa id at las t 
w eek 's budge t sum m it.
B u t th is w eek K e lly  sa id 

in  an in te r v ie w  th a t the 
costs were c le a r ly  ou t o f 
con tro l.

He said i t  is u n fa ir to the 
A laskans th a t do no t share 
tn the p lan to keep pa y in g 
ou t more and m ore m oney to 
Insure s ta te employees. " I t  
comes dow n to c re a tin g an 
e lite  class o f peop le who are 
l iv in g  b e tte r than th e people 
the y are w o rk in g  fo r . "

C o tten sa id th a t to b a l­
ance next y e a r ’s budget i t 
m ig h t be r. Kessa ry to cu t 
services, ra ise some taxes 
and repea l an o ll-com pany 
ta x b re a k , and th a t s ta te 
employees shou ld no t be ex ­
em pt from  ta k in g  a h it , too .

B u t even w i th  changes 
th is yea r, th e cost o f the 
p lan w i l l keep go ing up. 
accord ing to T r / lo r . " I f  I cu t 
the p lan and con ta in costs, I 
s t i l l have to dea l w ith  20 
and 30 p e rc e n t In c re a ses 
each y e a r ."



F I S C A L  N O T E
R EQ U E S T :________________________________________ *________________ _________________________________

STATE O F A LA S K A  BILL VERSION : _CSS3 254 f F i n )
1990 LEGISLATIVE SESSION PUBLISH DATE: _ V 3 W Q ?  ~ (n\

Reviaioa Dete: ___ Agency Affected: Conferee & Economic Dev .Title: An Act r e la t i n g  to group_______  BRU ;_____________________  ~
_________Health Insurance______________
Sponsor: buncan
Requestor: Senate Finance______________ ______________________________________________

E X P E N D I T U R E S / R E V E N U E S :  (Thousands o f  D o l la n )
OPERATTNO FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
co n tr ac tu a l

SUPPLIES
EQUIPMENT
l a n d a  structures
GRANTS. CLAIMS 
SflSCELJLAMOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 1 0 0 0 0

REVENUE 0 0 0 0 0 0

F U N D IN G : (Thousandsof Doi’a n l

GENERAL FUND 
FEDERAL FUNDS 
OTHER

. ^ / L  . , - -.12 . - 0 .... a - n ... n n

P O S I T I O N S :
FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 0 0

A N A L Y S I S  : (Aoach a separate page if necessary)
As the Senate Finance Ccr * : tee  subs t i tu te  places the Alaska State Group 
Health Insurance /  ‘ nr within the Department o f  Administrat ion , this 
f i s c a l  note i s  z..

Prepared by : - S g J S l L  D i r e c t o r ----------------------------------------------- p ^ n, . 4 6 5 -2 5 0 5
D iv is io n : Administra t ive Services -  Dn e : -ZZEZHZH5Z
Approved by Commissioner: L a rry  Mercul i LA>. Date:___^ ~  ̂-
Agency: Dei- r tment o f  Commerce i Economic Development
Distribution (by preparer) :

Legislative Finance 
Legislative Sponsor 
Request*
Office of Management and Budget ,
Impacted Agencyties) P*le —  of

LW/dgl64080-1/32990b



STA TE OF A L A S K A
1990 L E G I S L A T IV E  SESS ION

BILL VERSION : CSSB 2 3 4 r i n ane
PUBLISH DATE

REQUEST:
F I S C A L  N O T E

Revision Date:  _________________
7 itjc ;  An A c t  r e l a t i n g  t o  g r o u p  

h e a l t h  i n s u r a n c e :  e t  g a t e

Sponsor: S e n a t o r  D u n c a n __________
Requester: _

Acencv Affected : D e n t  o f  A d m i n i s t r a t i o n  
B R U : P.a l , i r g n o r . t  V B e n e f i t s

G G
Components R e t i r e m e n t  i  i e n e t - t s

E X P E N D IT U R E S /R E V EN U ES : .Thousandsof Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 1 FY Oft

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A. STRICTURES
CRANTS. CLAIMS
MISCELLANEOUS

IfUor 1 0 ?  5 1

orc■
M 4 3 . 2 I

1 4 5 .  3
?  . 0

2 1 . 0
l

i

TOTAL OPERATING 2 9 2  . 0 2 9 3  . 1 ft * * •

CA P ITAL

R £  VENUE

FU N D IN G : (Thousands o f Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
T T A L

2 9 2 . 0 2 9 3  . 1 ft ft ft •

1 0 1 2 9 3  . 1 ft * ■

P O S IT IO N S :

FULL-TIME
PART-TIME
TEMPORARY

2 2

A N A LY S IS  : (Attach a separate page i f necessary) Sfee P a 9 e 2 f o r  FY 9 1 d e t a i 1 *
• A f t e r  F e b r u a r y  1 ,  1 9 9 2 ,  t h e  a u t h o r i t y  s h a l l  p r o v i d e  t h a t  
s u f f i c i e n t  p r e m i  u s u r e r  e c o l l e c t e d  t o  p r o v i d e  t h e  r e q u i r e d  
i n s u r a n c e  c o v e ;s > 3 g e  * T d  t o  ^ a y ^ h e  e x p e n s e s  o f  t h e  a u t h o r i t y .

U A ,
S e n a t o r  / f U c k  U e h l m a .  C£Preparedby: ------------------------^---------------------------------—

D ivm on : S e n a t e / F i n a n c e  l o r n f r ^ ^
Phone:, 
Date: _

4 6 5 - 4 8 2 1
5 / 2 Q / Q O
■ ■ i *» • ■ *

Approved by Comm iss ione r : 
Agency : ____________________

Date:

D istribution (by preparer) : 
Legislative Finance 
Legislative Sponsor 
Requestor
O lfice o f Management and Budget 
Impacted Agency ties) page of



STATE OF ALASKA

1990 LEGISLATIVE SESSION

Bill Version:

Publish Date:
CSSB (FIN)

REQUEST:
FISCAL NOTE

Revision Date:______________
T i t l e : An Act r e l a t i n g  to group
hea l th .______________________________

Sponsor: Ouncan ~
Requestor:__________________

Agency Affected: Administration 
BRU:____________________________
Components:

EXPENDITURES/REVENUES: (Thousands o f  D o l l a r s )
operating FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND 4 STRUCTURES
CRAHTS, CLAIMS
MISCELLANEOUS

129 .6 129 .6
52 .0 5 2 .0

310 .6 3 00 .6
3 .3 3 .3

33 .3 0

TOTAL OPERATING 528 .9 1*85.5 ★ ★ ★ *

CAPITAL
i; REVENUE-
FUNDING: (Thousands o f  Do l la r s )
CENERAl FUND 528 .8 1*85.5
FEDERAL FUNDS
OTHER
TCTAL

POSITIONS:
FULL-TIME 3 3
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page i f  necessary)
*  Due to the natu re  o f  the a u th o r i t y ,  I t  Is  not p o s s ib le  to p red ic t  costs  f o r  subsequent 

f i s c a l  y e a rs .  See a ttached f o r  f u r t h e r  a n a ly s i s .

Prepared by: saiiv Smith S _________ £________________  Phone: »6s-<»t»7o
DiV i S iOn: Retirement and Benefits ,_____________ Date : * f/Z i / 90oner ij;,___________  u i c  ;

■: F ^ n t / S . J?a'£xzr Date:Approved by Commissioner: Frank'S. Baxter /  Date:
Agency: Department o f  Administration
D is t r ibu t ion  (by p repa re r ) :

L eg is la t ive  Finance 
Leg is la t ive  Sponsor 
Reouestor
O f f ice  o f  Management and Budget
Impacted Acency(ies) Page j ___ o f

Rev: 11/89
7/ 6x2/ 0*2001- o /m



THIS DOCUMENT 
HAS BEEN REPHOTOGRAPHED 

TO ASSURE LEGIBILITY



STA TE OF A L A S K A
1990 L E G I S L A T I V E  SESSION

BILL VERSION: C S S B  2 3-1 < Fir.anc

PUBLISH DATE

R E Q U E S T :
F I S C A L  N O T E

Revision D a l e : ____________________________________
Title: 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 : e f a a te

Agency Affected : D e n t  o f  A d m n :  s t r a t i  o n  
BRU : __________P . Q t r r e r e r . t  3 e r . e r i c s

Sponsor: S e n a t o r  D u n c a n   Components : ____R e - i r  — "  >
R equesto r' " a -  a ■ ‘ i r . r p  C o m m i t t e e  _________________________________________ _______________

E X P E N D IT U R E S / R E V E N U E S :  OTiousands o f  Dollars )
OPERAT ING FY  91 FY  92 F Y  93 FY  94 FY  95 FY 06

PERSONAL SERVICES IfIfa 1 0 2 . 6 1
t r a v e l ;  n . 9 - 1 3 . 2 I :
CONTRACTUAL i a n . 7 1 - 5 5 . 3
SUPPLIES 2 . 0 1
EQUIPMENT 2 1 . 0
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS __ i
TOT.AL O PERA T IN G 2 9 2 . 0 2 9 3  . 1 * * * *

CAP ITAL

REVENUE

F U N D IN G ;  (Thousands o f  Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
T A L

2 9 2  . 0 2 9 3  . 1 * * it •

 ̂Q 5 . 2 9 3  . 1 * *■ V V

P O S I T IO N S :
FULL-TIME
PART-TIME
TEMPORARY

2 2

A N A L Y S I S :  (Attach a separate page tf necessary) See Pa(?e 2 f o r  FY 9 1  d e t a i l .
• A f t e r  F e b r u a r y  1 ,  1 9 9 2 ,  t h e  a u t h o r i t y  s h a l l  p r o v i d e  t h a t  
s u f f i c i e n t  p r e m iu p e - a r e  c o l l e c t e d  t o  p r o v i d e  th e  r e q u i r e d  
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CSSB 25 4 : "An A c t r e l a t i n g  t o  g r o u p  h e a l t h  in s u r a n c 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 . "

P e r s o n a l S e r v i c e s :
E x e c u t i v e  D i r e c t o r  24A $ 7 3 . 2 / 1 0  m on th s $6 1 .0 
C l e r k  T y p i s t  I I I  3B $ 2 9 . 4 / 1 0  m on th s 24 .5

T o t a l P e r s o n a l S e r v i c e s

T r a v e 1
Assume b o a rd  m e e t in g s  e v e r y  tw o m on th s f o r  15 
b o a r d  members a t an a v e ra g e  c o s t  o f  $400 p e r 
t r i p .

$400 X 15 X 6 $3 6 .0

5 3 0

S t a f f  t r a v e l  f o r  E x e c u t i v e  D i r e c t o r :  
B oa rd m e e t in g s  $400 x 4 
One m e e t in g  p e r m on th $400 x 8

T o t a l T r a v e l $ 40

C o n t r a c t u a l : —
O f f i c e  Space -  500 s q . f t .  @ $ 1 .7 5  x 8 
T e le p h o n e  -  $200 x 8 m on th s 
P o s ta g e  $200 x 3 m on th s 
A d v e r t i s i n g  and P r i n t i n g  
P r o f e s s i o n a l S e r v i c e s  C o n t r a c t ( s )  

w h ic h  may i n c l u d e :
R a te s t u d i e s  
U t i l i s a t i o n  r e s e a r c h  
F i n a n c i a l s y s te m s a n a l y s i s

T o t a l  C o n t r a c t u a l S e r v i c e s $140

Su s d I i e s :
$1000 p e r em p lo yee 
S o f tw a r e

$  2 . 0

T o t a l  S u p p ly

o u i c m e n t :
2 P C 's  and a p r i n t e r  
B o o k c a s e s and f i l e  c a b i n e t s  
Desks and c h a i r s  
P h o t o c o p i e r  
Phone s y s tem  
M is c e l l a n e o u s

T o t a l E q u ipm e n t

$ 4

s  : i

’o t a l  Operating $292

page 2 o f



win
REVENUE"

FUNDING: (Thousands o f  Do!

EXPENDITURES/REVENUES: (Thousands o f  Do l la rs
OPERATING FY 91

PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND 4 STRUCTURES 
CRANTS, CLAIMS 
MISCELLANEOUS
TOTAL OPERATING

129 .6

3 10 .6

129 .6
S 2 .0

300 .6

5 28 .9 A85.5

FY 96

STATE OF ALASKA

1990 LEGISLATIVE SESSION

Bill Version:

Publish Date:
CSSB 254 (FIN)

FISCAL NOTE
REQUEST:

Revision Date:______________________  Agency Affected: Administration
T i t l e :  An Act r e l a t i n g  to  group ____ BRU:_____________
h e a l th ._________________________________________ ______________________________________________

Sponsor: Duncan Components:
Requestor:___________________________ _________________________________

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page i f  necessary)
*  Due to the na tu re  o f  the a u th o r i t y ,  i t  is  not p o s s ib le  to  p re d ic t  c o s t s  f o r  subsequent 

f i s c a l  y e a rs .  See attached f o r  fu r th e r  a n a ly s i s .

Prepared by: s a i i y  Smith _____________  Phone: ugs-uujq
Div is ion :  Retirement and Bene fits ,________________________ Date: v / z V ;c»ne f i t ^______________    L’ a t e :  v / z y f a
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CS for CSSB  254  (Fin)
Analysis o f  the Fiscal Implications 

Prepared by the Division o f  Retirement and Benefits 
Department o f  Administration

Ana lys is :  This  bill creates the Alaska State Group Health Insurance
Authority in the Department of Administration. This 
independent agency would have speci fic powers as 
outlined, including regulatory power. Using appropriate 
staff and contractual services, it would establish and 
maintain a statewide provider payment system, rate 
schedules and utilization standards by 2/1/92. Various 
public entities would be required to implement these in 
their group insurance plans.

The Authority would offer voluntary participation in a 
comprehensive group health insurance plan to various 
public agencies throughout the State after 2/1/92. This 
coverage would be procured by the Authority or self- 
insured if this was shown to be less expensive.

This bill allows voluntary participation in the Authority ’s 
group plan. It is assumed that the State would take 
advantage o f  this plan if appropriate coverage was 
provided less expensively than through competit ive 
bidding and renewals. It is not expected that this bill 
would increase the cost o f  health insurance for the State 

" and could result in a decrease in cost. Upon participation, 
a public entity would be required to continue 
participation unless granted a waiver by the Authority.

This analysis is for the estimated administrative costs o f  
the proposed Authority. The analysis does not consider 
the actual cost o f  health insurance.

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

Executive Director (Range 24A , 11 mos . )  $ 6 8 . 6
Administrative Assistant II ( 1 4A ,  10.5 mos . )  3 4 . 9
Clerk Typist III (SB , 10.5 mos) 2 6 . 1

T o t a l  P e r sona l  S e rv i c e s $ 1 2  9 .



\

T r a v e l

Assume 7 Board meetings for FY  91 and 
every 2 months thereafter at an average 
cost o f  $ 4 0 0  per member per trip.

Page 2 of 4

$400  X  15 X  7 =  $ 4 2 . 0

Administrat ive travel for Director:

Board Meetings $400  X  7 =  2 . 8
Organizational meetings $ 6 0 0  X  12= 7 . 2

T o t a l  T r a v e l  $ 5 2 . 0

C o n t r a c t u a l

Office Space - -500  sq. ft. @ $ 1 . 7 5  X  11 mos. $ 9 . 6
Te lephone—$30 0  X  11 mos. 3 . 3
Courier s e rv i c e s -$ 2 0 0  X  11 mos. 2 . 2
P o s t a g e - $ 5 0 0  X  11 mos. 5 . 5
Advertis ing and Printing 1 0 . 0
Professional Services Contract(s) . 2 8 0 . 0

which could include:
*carr ier surveys and analysis
* provider data col lection 
■* provider meetings

» * rate studies and analyses
* financial consulting
* self vs fully insured analyses
* development o f  plan design

T o t a l  C o n t r a c t u a l  S e rv i c e s  $ 3  1 0 . 6

S ti t? p l i e s :

$ 5 0 0  per employee $ 1 . 5
Software l .S

T o t a l  S u pp l i e s  $ 3 . 3

Page 3 of 4



E q u i p m e n t :

3 PCs and printer $ 1 5 . 0
Phone system 2 . 6
P h o t o c o p i e r  1 .3
Fax machine 1 .8
Off ice  furniture:

1 management unit 4 . 0
2 support workstations 5 . 0
3 chairs 1.2
3 side chairs .8
2 file cabinets .9
b o o k c a s e .1
storage cabinet .6

Tota l  furniture 1 2 . 6

T o t a l  E q u i p m en t  3 3 . 3

Page 4 of 4
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STA TE O F A LA S K A
1990 L E G IS L A T IV E  SESSION

CSSB 297 ( F i n ) ( a )
DILL VERSION
PUBLISH DATE: 2 / 5 / 9 0 _________

REQUEST:
FISCAL NOTE

Revision Dale:  _ —  —  ---------.—  ----- — ---- ------- - . A g e n c y  Affected: P e n h .  ____________

Tide: Licensing, sale, transporta tiogp,,. Alcoholic Beverage Control Boa:
alcoholic "cvL’idtj'tjo; ' ~' ——importation, & Possession ot

.... local potion ballots-
Requestor: ?<->n r i n n n r n  r o r nm .
Sponsor; Sen. Binkley

Components

EXPENDITURES/REVENUES:___ (Thousands of Dollars)
O PERAT ING FY  91 FY  92 FY  93 FY  94 FY  95 FY  96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

- 0 - - 0 - - 0 - -0- - 0 - 1 -U-
_n_ -0- - 0 - -n- - 0 -

-n- - n . -n- -n - _n.
-0- -n - -n- -n- -n-

- f  ’ - -f!- _n. -n- -n_
-n- _n_ -n- -n - . n .-n - -n- -n- -n-

. r 11- . - n - -n-
TO TA L OPERAT ING - 0 - - 0 - - 0 - -0- -o- - 0 -

CA P ITA L - 0 - -n- - n - - 0 - -n- _ n .

REVEN UE - 0 - - 0 - - 0 - - 0 - - 0 - - n -

F U N D IN G : (Thousands o f Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

- 0 - - n - - 0 - - ! -n- -0-
-n- -0- _ n _ ..
-  .M. - n a

-n. n A

P O S IT IO N S :
FULL-1 IMb 
PART-TIME 
TEMPORARY

-0- - 0 - -J- -n- -n.

-n- • - -n- .n.

- 0 - -0- - 0 - ____-JL -n.

ANALYSIS : (Attach a separate page if necessary)
Depending on the number of local option elections to ban sale anil
importation or possession of alcoholic beverages, this legislation
would produce postage cost reductions under (b)(1) in Section 9.
Mailing to licensees under current law - 444 licensees
Mailing updor .this legislation » - .39 licensesJ . ' P a t r i c k ! .  Sharrock . Pi r e c t o r ^ . *  t . 277-8638_________Prepared b y : 
Division m iculiuI ic beverage Control board / ?

Phone: 
Date:

Approved by Commissioner: ___
Agency:

Hugh M a l o n t e . / . ?

Ktiveriue / / /
Distribution (byp repare r) : 

Legubavc Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agtncyfia)

Changes in CSSB 307 (Fin) 
have no fiscal impact.
This fiscal note is 
appropriate. <^njr page of
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J  1 , 1 1  U  < J *' i  x L n x O S X t i .
1990 L E G IS L A T IV E  SESS ION

CSSB  2 9 7  ( F i n )  ( b )  
BILL VERSION: W 02»X  ________
PUBLISH DATE: 2/5/90

REQUEST:
FISCAL NOTE

Revision Dale: 12/7/89 Agency Affected: Office of the Governor
Tide: An act relating to licensing, sale. r r t I; Division of E W r i o n s  

jportation, importation, and possession of alocoholic ~ '
•ages Sponsor: Binkley

Requestor: Labor & Cnrnr»rrp

EXPENDITURES /REVENUES: (Thousands of Dollars)

Components :— T -Fl>»rrinn<;

OPERATING FY  91 FY  92 F Y  93 FY  94 F Y  95 FY  96
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND <5: STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

.

TOTAL O PERA T IN G - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

CAPITAL

RE  VENUE - 0 - - 0 - - O - - 0 - - 0 - - 0 -

F U N D IN G : (Thousands o f Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

- 0 - - 0 - - 0 - - n - - 0 - - 0 -

- 0 - - 0 - - n - - n - - 0 - _ n _
PO S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

Prepared by -/Linda Edeoi-orrh_______
nivi<ion •• J  nivision o f Elections

Approved by Commissioner:
Agency : nivision of -.1 err Ions

! •  D i K :  A . / / .

Distribution (by preparer) :
Legislative Finance C h a n g e s  i n  C SSB  ( F i n )
Legislative Sponsor h a v e  n o  f i s c a l  im p a c t .
Requestor * T h i s  f i s c a l  n o t e  i s

/ Officcof Management and Budget a p p r o p r i a t e .
Impocted Agenry(ies) page —L of



H O U S E  C O M M I T T E E  R E P O R T

m
Date Referred: February 16, 1990

Date of Committee Action: Jiff ̂ 0

FURTHER REFERRALS:
LABOR & COMMERCE

The HESS Committee considered: CSSB 297(FINANCE)

CSSB NO. 297 (Finance) LIQUOR LICENSES:LOCAL OPTION LAWS

"An Act relating to licensing, sale, transportation, importation, and 
possession of alcoholic beverages; local option election ballots; 
possession of products designed for brewing or distilling; and 
providing for an effective date."

RECOMMENDATIONS:
be replaced with

[ ] the same title 
[ ] a nev; title

have attached amendment(s) 

do pass 

do not pass 

no recommendation 

individual recommendations 

additional referral to the Committee

ADOPTS:

ATTACHES NEW FISCAL NOTE(s):
(Dept)

[ ] fiscal impact____________

[  ]
[  ]

letter of intent

APPROVES PREVIOUS:

[ ] fiscal note(s)

(Date/Dept)

zero fiscal note

zero with analysis_ 

riGNlNG DO

[X] zero fiscal note(s) 2 H o  .

[ ̂  ] zero fn/analysis '2Jr/eto \ R?\l.

&
SIGNING:

/

LUUAouŷ }<
y

Chairman's Signature



Senate Finance Committee
P.O. Box V • Juneau, Alaska 99811 • (907 ) 465-4985

S e n a t o r  J o h n e  B i n k l e y

Finance Comm ittee 
Co-Chairm an

MEMORANDUM February 21 , 1 9 9 0

TO: Representative Johnny Ellis, Chairman
House Health, Education and Soc ia l S e rv ices  Committee

j

S '

The above -re fe renced  bill has been re ferred to you r committee. I’d like to take 
this opportunity to give you a  synopsis of the legislation. A more complete sectional 
ana lys is  is enc losed  as  well.

The most substantive change made to Title 4  by this bill is that all five local 
option questions a re  reworded and made more straight forward. I have heard from 
many peop le  around the state who have been involved in some way with a  local 
option election that the ballot questions are confusing, particularly to those  peop le  for 
whom English is a second  language. Current statute a lso  a llows fo r more than one 
question to appea r on a single ballot. This com pounds the confusion o f the question 
in a  coup le of ways. First, som e questions a llow  fo r certain kinds of sa le ; other 
questions prohibit any kind o f sa le , importation o r possess ion . The final ou tcome o f an 
election in which opposing options were p assed  is unknown. S B  2 9 7  limits the local 
option ballots to one  question per election.

The reworded questions a lso  change the effect o f a  "yes" o r  "no" vote.
There fo re , many of the changes in the bill a re  technical in nature, switching "yes" and 
"no" where needed throughout the statute.

The bill a lso  would a l low  an estab lished village where the Division o f Elections 
was running the election to request that the ballots be printed in the resident's Native 
language in certain circumstances. W e anticipate that the Division will, through the 
regulatory p rocess , go  ahead  and prepare these  ballot questions in the languages 
where local options a re  more commonly held. Municipalities may a lready p repare  the 
ballots in other languages . However, the bill d o e s  contain a  provision which clarifies 
this point.

The bill a lso  requires that package sto re licensees notify the ABC Board  of their 
intent to se ll a lcoho l by mail. This consists of a  box on the license renewal o r 
application form which the licensee simply checks . W heneve r there is a  local option 
election in which an option is adopted , the B oa rd  will send  notice on ly to those



l incensees who are selling by mail, rather than the current requirement of sending 
notification to every package store licensee in the state.

Finally, the bill clarifies that possess ion  o f products designed so le ly  fo r brewing 
a lcoho l is not a llowed by peop le under 21 o r in a  local option area. I've attached fo r 
your re ference an advertisement o f a product ca lled a  "brewsack." You  just add water 
and the yeast which is provided and wait two w eeks then bingo! You have 2 0  pints of 
beer.

I would appreciate you r scheduling of this bill at the earliest convenience. 
P le a se  let Janice Adair in my office (4 985 )  know when that might be. Thank you.
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V . f  RBREWSACK
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B R E W K I N G
T h e  g r e a t  i n n o v a t i o n  i n  

B e e r  a t  h o m e

THE PRODUCT
1. Produces 20 pints of NATURALLY SPARKLING BREWKING Lager.
2. Easy and convenient to make in just 3 weeks
3. No additional equipment required.
4. Highly distinctive pack gives maximum on-shelf impact.
5. Made from genuine Brewers Raw Materials without additives.

WHAT HAS BREWKING IN IT FOR YOU?
1. Excellent Margins.
2. Incremental business.
3. Builds customer traffic.
4. High sales value per square foot.

Brewsacks are available from:

c^Yca i3ci:ioo 

6s,’ri:^ 5 02

a 3 Ai 3  o 5  y
Look out for Brewking Bitter, available soon



Senate Finance Committee
P.O. Box V • Juneau, Alaska 99811 • (907) 465-4985

S e n a t o r  J o h n e  B i n k l e y

MEMORANDUM February  19, 1 9 9 0

TO: Members , House Health, Education & Soc ia l Se rv ices Committee

FROM: S e c t o r  Johne  Bink le^ ^ p * ^ ^ ^  ’
RE: Sectiona l Analysis o f C S S B  2 9 7  (F inance),

Local Option Amendments to Title 04

Section One . This section would require ABC Board  authorization before a 
package store can se ll in re sponse  to a written order and that authorization is only 
good fo r on ly y ea r at a  time. W heneve r there is a local option adopted by a 
community, the board  is required to notify all ho lders of a  package store license o f the 
election. This section ties in which section 2 6  which limits the notification on ly to those 
package store licensees which told the board o f their intent to se ll by mail. The Board 
has revised its license renewal forms so that those package store licensees who want 
to se ll by mail need on ly check a  box.

Section Two. This would bring the amount of distilled spirits that can be sent by 
ria i l o rd e r  to an a rea  with restricted sa le s  into compliance with the presumption 
provision. There was an amendment to S B  371 on the f loo r of the House at the end of 
the 1 9 8 8  sess ion  which increased the mail o rde r amount to 18 liters but the 
presumption amount was not changed. This would d rop it back down to 12.

The re  have been a number of p rob lems with peop le  understanding the effects 
of a  loca l option election. This bill attempts to assist the local governing bodies and 
the Division of E lections by simplifying the ballot language and requiring certain 
exp lanations. Many o f the changes  in this bill a re  technical in nature resulting from the 
changes made to the ballot language. It was necessa ry  to change the effect of a "yes" 
vote and o f a  "no" vote.

Section Three. This clarifies mat on a  vote fo r a community liquor license, only 
one type of license may be voted on in any one election.

Section Four. A technical change switching the e ffects of a  "yes” vote and a 
"no" vote on the question of allowing the sa le  o f a lcoho lic beverages .

Section Five. This changes the wording of the local option ballot for the 
prohibition o f liquor s a le s  to read "Sha ll the sa le  of a lcoho lic beve rages  be a llowed in

Finance Committee 
Co-Chairman



the city o f B e t h e l ?" It a lso  makes another technical change to the effects o f a  "yes" or 
"no" vote.

Section Six. This changes the wording o f the local option ballot for a 
community liquor license election and makes technical changes so that on ly one type 
of community liquor license may be voted on in any one election as in Section Three, 
above . The questions would read : "Sha ll a lcoho lic beve rages  be sold in the city of 
Bethel on ly by a  bar ope ra ted  by the city o f B e t h e r ?" o r  "Sha ll a lcoho lic beve rages be 
sold in the city o f Bethel only by a liquor store operated  by the city of B e t h e l ?" The 
current language is attached. L~a c

Sections Seven  and Eight. Both o f these sections make technical changes to 
provis ions regarding community liquor licenses which reflect the changes in Section 
Three , above  which limits a vote on a  community liquor license to one type o f license 
in any one election.

Section Nine. Adds the provision that an explanation must follow the 
community liquor license question which explains how a lcoho l may be so ld  by a bar 
which m eans "beverage d ispensary license" and by a  liquor s tore which m eans 
"package store license."

Section Ten. This changes the wording of the local option ballot fo r banning the 
sa le  and importation o f a lcoho l. The question would read "Sha ll the sa le  and 
importation o f a lcoholic beve rages be allowed in the city o f B e t h e l ?" It a lso  makes 
technical changes to the effects of a "yes" o r "no" vote.

Section E leven. This changes the wording of the loca l option ballot fo r banning 
the possess ion  of a lcoho l to read "Sha ll the possess ion  of a lcoho lic beve rages  be 
a llowed in B e t h e l ?" It a lso  makes technical changes to the effects o f a "yes" o r  "no" 
vote.

Sections Twelve. T hese  section make additional technical changes to the 
effects of a "yes" o r "no" vote on the question of allowing the sa le  and importation of 
a lcoho l in an estab lished village.

Section Thirteen. This change will allow the ban on possess ion  to take effect 
6 0  d ays  following certification of the election IF there a re no licensed p rem ises in the 
estab lished vi l lage . If there is a  licensed prem ises, then the effective date remains 90  
days  a fter certification of the election. It a lso  includes a  technical change to the effects 
o f a "yes" o r "no" vote.

Sections Fourteen and Fifteen. Makes the sam e changes a s  Sections 12 and 
13, ab ove  a s  they relate to municipalities.

Section Sixteen. This is a  technical change to the effects of a  "yes" o r "no" vote 
on sa le  and importation.



Section Seven teen . This changes the wording o f the local opt'on ballot which 
would a llow the sa le s  of a lcoho l only by se lected licensees and specifies that only one 
kind of license can be voted on at a time. It would read "Shall a lcoholic beve rages be 
so ld  in the city of B ° : h e l on ly by (bar) (liquor store ) (restaurant)?" A copy o f an actual 
ballot from the city o f Bethel asking this question a s  it is currently required to be stated 
is attached. L ' a  *.

Sections Eighteen and Nineteen. These  a re  technical ch anges  relating to the 
clarification that on a  vote fo r se lected liquor license, on ly one type o f license may be 
voted on in any one election.

Section Twenty. This section re la tes to se lected licensee elections (Section 17, 
above ) and is one o f  the more confusing parts of the bill. It requires som e background 
information.

Under current law at AS 0 4 .1 1 .3 2 0 ,  the ABC Board  may nut issue a  license in 
an estab lished village where there is no licensed p rem ises U N LESS  there has first 
been a  local option election on either prohibiting sa le s  and the vote was no O R  on the 
question o f a  se lected licensee and the vote was Y ES . C-"> ~ ~

Becau se  the local option laws a re  complex, many villages which p ropose  to 
have a vote on a  selected licensee have not realized that voting NO on the type of 
licensee would not a llow them to have another kind o f licensee instead. A NO  vote on 
this question when there is no licensed p rem ises d o e s  not allow the Board  to issue 
another kind o f license.

Subparag raph (d) of this section would require the Lieutenant G ove rno r ’s office 
(the Division o f Elections) to make this known to the residents o f a village which is 
going to have an election on one o f these questions. The Division would have to post 
written notice o f the requirements of AS 0 4 .1 1 .3 2 0  in two different public locations 
within the village. They a lready post notice ot the election itself.

Subparag raph (e ) would require the ballot give an explanation o f the types of 
liquor s a le s  a llowed if the wallot were to pass .

Section Twenty-One. De letes the reference to a "combination o f questions" on 
a local option ballot fo r a municipality. This clarifies that only one question may be 
voted during an election.

It a lso  provides that the local governing body may p repare the election ballots in 
English and  a second  language specified by the body. This d oe s  not give a 
municipality any additional powers but simply spells out in statute that they have this 
ability.

Section Twenty-Two. Makes the sam e deletion of "combination o f questions" 
for estab lished villages.



Section Twenty-Three. Makes the sam e deletion of "combination of questions" 
under the provisions in statute governing the petitions fo r a  local option election.

Section Twenty-Four. This subsection would a llow the governing body of an 
estab lished village to request that the local option ballot be written in both English and 
ano the r language. The request would have to be made to the Lt. Governor's office 
within 15 days o f the filing o f the petition in o rder to give his office time to prepare the 
ballots. However, it is envis ioned that the ballot questions would be set out in 
regulation fo r those languages most common to the a reas  where the local option 
e lections genera l ly  take p lace.

Section Twenty-Five. This makes technical changes to the effects of a  "yes" or 
"no" vote on the questions o f sa le , sa le and importation and possess ion .

Section Twenty-Six. This section m akes technical changes to the effects o f a 
"yes" o r  "no" vote. It a ls o  expands the notice requirements of a  community that has 
adopted  a  local option. Under current law, if a community bans the sa le  and 
importation, it is required to post notice of the ban within the community. This section 
extends that notice requ rement to the ban on p ossess ion .

It a lso  includes a  change in (b ) (1 ) to the notice requirements for the ABC Board 
and ties into Section One , above . Under current law, the Board  must send  notice To 
eve ry  package store licensee by registered mail of the adoption o f a ban on 
importation. This amendment would expand that notification to include the ban on 
p ossess ion . The Board would only have to send by certified mail a  notice to those 
l icensees authorized to sell in response to a written order.

Section Twenty-Seven . This clarifies what w as probably an oversight in current 
statute. It provides that pe rson s  under 21 o r p e rson s  within a  local option a rea  which 
has restricted the sa le  and importation o r p ossess ion  o f a lcoho l may not p o sse ss  
products designed to brew o r  distill a lcohol.

Section Twenty-Eight. In 1988 , we passed  SB  371 where it was required that 
a lcoho l being shipped into a  community which had restricted the sa le  of a lcoho l be 
labe led  and have an itemized invoice on the outside of the box. However, air carriers 
were not given any responsibility fo r checking to s e e  if peop le were shipping a lcoho l. 
This section states that a  carrie r may not knowingly ship un labeled a lcoho l.

In o rde r to make that requirement workab le , it was necessary  to rev ise the 
itemized invoice requirement. The ABC Board had interpreted the language from last 
y e a r  a s  a llowing only the licensee to prepare the invoice. This section will a llow  the 
pu rchase r to provide the invoice. This could be the sa le s  receipt.

Section Twenty-Nine. This section makes the bill effective on  July 1. 1990 .
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(2) procedures for the issuance, denial, renewal, transfer, revocation, and 
suspension of licenses and permits;

(3) terms and conditions of licenses and permits issued;
(4) fees for licenses and permits issued for which no fees aie prescribed by 

statute;
(5) conduct o f  regular and special meetings of the board;
(6) delegation to the director of routine administrative functions and 

powers;
(7) the temporary granting or denial of issuance, transfer, and renewal of 

licenses;
(8) manner of giving any notice required by law or regulation when not 

provided for by statute:
(9) requirements relating to the qualifications of licensees, the conditions 

upon which a license may be issued, die accommodations of licensed premises, 
and board inspection of Uiosc premises;

(10) making o f  reports by wholesalers;
(11) purchase o f  fidelity bonds by the state for die director and the employees 

of the board;
(12) prohibition of possession of alcoholic beverages by drunken persons 

and by minors;
(13) required reports from corporations licensed under diis title, including 

reports of stock owncrsliip and transfers and changes of officers and directors;
(14) crcadon of classifications of licenses or permits not provided for in diis

Udc;
(15) establishment and collection of fees to be paid on applicadon for a 

license or permit;
(16) required reports from partnerships and limited partnerships licensed 

under this title, including reports of transferred interests of 10 percent or more.

See. 04.06.110. Peace officer powers. The director and the persons 
employed for the administration and enforcement o f  this title may, with the 
concurrence of the commissioner of public safety, exercise the powers of peace 
officers when those powers arc specifically granted by die board. Powers granted 
by the board under this section may be exercised only when necessary for the 
enforcement of the criminally punishable provisions of this title, regulations of the 
board, and other crimirally punishable laws and regulations governing the 
manufacture, barter, sale e.< nsumplion, and possession o f  alcoholic beverages in 
the state.

Chapter 10. Licensing.
[Repealed, For current law, see AS Q4.11.J

ALCOHOLIC BEVERAGES

Chapter II. Licencing.
Article 1. Licensing and Reporting Requirements.

Section Section
10. License or permit required 55. Repons required rtf
15. Purchase from non-licensee partnerships
20. Exceptions: License or permit 60. Nonresident distiller.

not required srewer, winery,
30. Death of license or wholesaler
40. Board approval of transfers 70. Power limited to the hoard
50. Reports required of corporations

Sec. 04.11.010. License o r permit required, (a) Except as provided in 
AS 04.U.020, a person may not manufacture, sell, offer for sale, possess for sale 
or baiter, trafGc in, or barter an alcoholic beverage unless under license or permit 
issued under this title.

(b) A person may not solicit or receive orders for the deli very of an alcoholic 
beverage in an area where the results of a local option election have, under 
AS 04.11.490 - 04.11.500, prohibited the board from issuing, renewing or trans­
ferring one or more types ofliccnscs or permits under this title, unless the person 
is licensed under this title and the order is actually received by that person from 
the purchaser of the alcoholic beverage. A person who violates this subsection is 
r -nishablc upon conviction under AS 04.16.200(a) or (b).

(c) In a criminal prosecution for possession of alcoholic beverages for sale 
in violation of (a) of this section, the fact that a person possessed more than 12 
liters of distilled spirits, 24 liters or more of wine, or 45 liters or more of malt 
beverages in an area where llie sale of alcoholic beverages is prohibited under AS 
04.11.490, 04.11.492, 04.11.496, or 04.11.500 creates a presumption that the 
person possessed the alcoholic beverages for sale.

Sec. 04.11.015. Purchase from nonlicensee prohibited, (a) A person may 
not purchase alcoholic beverages from a person who is not a licensee, pcnnittec, 
or an agent or employee of a licensee or permittee.

(b> A person who violates this section is guilty of a violation.

Sec. 04.11.020. Exceptions: License or permit not required , (a) A 
license or pem it is not required to authorize sales made by a person under a 
judgment and O’crce of foreclosure, under the bankruptcy law of die United 
States, or under order of the board or a court under AS 04.16.220.

(b) A license or permit is not required to serve alcoholic beverages in 
exchange for valuable contributions at a private gathering of a bona fide group of 
co-workers or of a professional, social, or fraternal organization if equal contribu­
tions arc made by all in attendance and only the amount required to purchase the 
alcoholic beverages is contributed. All odtcr applicable provlsioas of diis title and 
regulations under this tide shall he observed at these private gadicrings

5



Sec. 04.11.492. Community liquor license; complete prohibition on 
sales, (a) The following question, appearing alone, may be placed before the 
voters of a municipality in accordance with AS  04.11,502: "Shall the sale of
alcoholic beverages be prohibited i n  (name of municipality) unless sold by a
 (either a beverage dispensary or package store, or both, operated under a
community liquor license)? (yes or no)."

(b) If a majority of llie voters vote "yes ' ’ on die question set out in (a) of this 
section, the board shall be notified immediately after certification of the results of 
the election and thereafter may not issue, renew, or transfer between holders or 
locations a license for licensed premises located within the boundaries of a 
municipality and in unincorporated areas within five miles of the boundaries of the 
municipality, with the exception of a beverage dispensary or package store 
operated under a community liquor license held by the municipality. Licenses in 
effect are void 90 days after the results of the election are certified. A license that 
will expire during the 90 days after the results of a local option election under this 
section are certified may be extended, until it is void under this subsection, by 
payment of a prorated portion of the annual license fee.

(c) If a majority of the voters vote " n o "  on the question set out in (a) of this 
section or vote "y e s "  on a question set out in AS 04.11.490, 04.11.496, or 
04.11.500 in an election conducted in accordance with AS 04.11.502 after an 
election in which the voters voted "y e s "  on the question set out in (a) of this 
section, the board shall be notified immediately after a certification of the results 
of the election. The prohibitions imposed under (b) of this section on the issuance, 
renewal, or transfer of Licenses between holders and locations as a result of the 
earlier electi an are removed 90 days after the results of the election are certified 
except insotar as those prohibitions are imposed in accordance with the results of 
the subsequent election.

Sec. 04.11.496. Prohibition of sale and importation of alcoholic bever* 
ages, (a) The following question, appearing alone, may be placed before the 
voters of a municipality oran established village in accordance with AS 04.11.502:
‘ ‘Shall the sale and importati m of alcoholic beverages be prohibited i n .....(name
of municipality or village)? (yes or no)."

(b) If a majority of the voters vote "y e s"  on the question set out in (a) of this 
section, a person, beginning on the first day of the month following certification 
of the result, of the election, may not knowingly send, transport, or bring an 
alcoholic beverage into the municipahty or established village, unless the alco­
holic beverage is sacramental wine to be used for bona fide religious purposes 
based on tenets or teachings of a church or religious body, is limited in quantity 
to the amount necessary- for religious purposes, and is dispensed only for religious 
purposes by a person authorized by the church or religious body to dispense the 
sacramental wine. The board shall be notified immediately after certification of 
the results of the election and thereafter may not issue, renew, or transfer between 
holders or locations a license for licensed premises located within the boundaries 
of the municipality and within unincorporated areas within Gve miles of the
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boundaries ofj) 
Li censes that fflr 
seed o q  are void 
will expire dud) 
section are ce# 
payment of a p

(c)Ifamj
section or vote'
electi o q  conduc 
the voters voted 
on the imports! 
renewal, or tram 
of the earlier elt 
(a) of this sectii 
certification oft 
be imposed in I

Sec. 041) 
following quej 
municipality or 
the possession c 
or village)? (yet

(b)Ifam 
question set out 
sale and impoiti 
established vill. 
beginning on tix 
election, may d 
village, unless t 
purposes based 
quantity to the a 
religious purpot 
authorized to di 
certification oft 
transfer betw«i 
within the perim

(c) If ami 
question set out i 
and importatioo 
established villr 
beginning 90 d 
knowingly pots- 
person is license 
bona fide religio 
body, is limited i



A L C O H O L I C  B E V E R A G E S

■->C

( f )  I f  a m a jo rity  o f  the vote rs vote * 'n o "  on the question set out in (a ) o f  this 
section o r vote ‘ 'ye s ’ ' on the questions set out in AS 0 4 .1 1 .4 9 2  o r 0 4 ,1 1 .5 0 0  in an 
e lec tion  conducted in accordance w ith A S 0 4 .1 1 .5 0 2  a fte r an e lec tion  in which 
the vo te rs  v o te d ' *yes”  on the question set out in (a ) o f  this section , the prohib ition 
on the possession o f  a lcoho lic  beverages is removed effec tive 9 0  days a fte r the 
resu lts o f  the e lec tion  are certified  except as those prohib itions continue to be 
Im posed in accordance with the resu lts o f  the subsequent e lection.

(g ) F o r the purposes o f  this section, "p ossess ion ”  means having physical 
possession o f  o r  exercising dom in ion  o r  contro l o ve r a lcoho lic  beverages, but does 
not include having a lcoho lic  beverages within the digestive system o f  a person.

See. 0 4 .1 1 .5 0 0 . P ro h ib it io n  o f  th e  sale o f  a lc oh o lic  beverages except by 
•e lec ted  licenses, (a ) The fo llow in g  question, appearing alone, m ay be placed 
b e fo re  the vo te rs  o f  a m unicipa lity  o r an established v illage  in accordance with
A S  0 4 .1 1 .5 0 2 : " S h a ll the sale o f  a lcoho lic  beverages be prohib ited in  (name
o f  m unic ipa lity  o r v illa g e ) except b y  (listing o f  the types o f  licenses which
prem ises w ou ld  be exempted from  the prohib ition on the sa le o f  a lcoho lic  
beverages i f  the measure passes)? (yes o r  n o )."

(b ) I f  a m a jo rity  o f  the vote rs vote " y e s "  on the question set out in (a ) o f  this 
section , the board  sha ll be no tified  immediately a fte r certification o f  the resu lts o f  
tbe e lec tion  and thereafter m ay not issue, renew, o r transfer between ho lders o r 
loca tions a license fo r  licensed prem ises located w itiiin the boundaries o f  the 
m unicipa lity  and in unincorporated areas within fiv e  m L -s  o f  the boundaries o f  the 
m unic ipa lity  o r  w ithin the perim eter o f  the established \ i l l age, except those types 
o f  licenses listed  on tbe b a llo t. L icenses in e ffect w ftlun the boundaries o f  the 
m un ic ipa lity  o rp e rim e te r o f  the established v illage , and in an un incorporated area 
outside o f  but w ithin fiv e  m iles o f  the boundaries o f  the m un icipa lity . except those 
types o f  licenses listed on the b a llo t, are void 9 0  days after the resu lts o f  the 
e lec tion  are certified . A  license tnat w ill expire during die 9 0  days a fte r the results 
o f  a lo c a l op tion  e lection under this section are certified m ay be extended, until it 
is v o id  under this subsection, b y  payment o f  a prorated portion o f  the annual 
license fee.

(c ) I f  the m a jo rity  o f  the voters vote " n o "  on the question set out in (a ) o f 
this section o r  vote " y e s "  on the questions set out in A S  0 4 .1 1 .4 9 0 ,0 4 .1 1 .4 9 2 , 
04.11.496, o r this section i f  d iffe ren t types o f  licenses are listed on the b a llo t in an 
e lec tion  conducted in accordance with A S  0 4 .1 1 .5 0 2  a fte r an e lec tion  in which 
tbe vote rs voted  " y e s "  on the question set out in (a ) o f  this section, the board  shall 
be no tified  im m ed ia te ly  after certification o f  tbe resu lts o f  the e lection . Licenses 
in e ffec t in tbe m unicipality , in tbe unincorporated area outside o f  but w ithin five 
m iles o f  tbe boundaries o f  tbe municipality o r  established v illa g e  that were 
excepted from  tbe prohib ition on  sale in accordance with the resu lts o f  the earlie r 
e lec tioo  are v o id  9 0  days after tbe resu lts o f  the e lection are certified . Thereafter 
tbe boa rd  may not issue, renew , o r transfer between holders or locations a license 
fo r  licensed prem ises located w ith in  tbe boundaries o f  the m unicipa lity  o r within 
tbe perim eter o f  an established v illage , o r in an unincorporated area w ithin five
m iles o f  the boundaries o f  the m unicipa lity , except a license that m ay be issued to 
a m un ic ipa lity  o r to one o f  the types o f  licenses listed on the b a llo t as a resu lt o f  
a m a jo rity  o f  the voters voting ' 'y e s "  on the question set out in A S  04.11.492 or 
this section, respectively . A license that w ill expire during the 9 0  days a fte r tho 
resu lts o f  a lo ca l option e lection under this section are certified m ay be extended, 
unu l it is vo id  under tlus subsection, by  payment o f  a prorated portion  o f  tbe annual 
license fee.
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O t X0  (3) ll>e application has not been completed in accordance with AS 04.11.260;
(4) issuance of the license would violate the restrictions pertaining to the 

particular license imposed under this title;
(5) issuance of the licease is prohibited under this title as a result of an 

election conducted in accordance with AS 04.1 1.502;
(6) the requirements of AS 04.11.420 - 04.11.450 relating to zoning, own­

ership and location of the license, and the identity and financing of a licensee have 
not been met;

(7) the licensed premises are to he located in a municipality, the type of 
license sought is a beverage dispensary or package store license, and that type of 
license is already in effect in the municipality under a community liquor license, 
unless the new license is to become effective after the community liquor license 
is no longer effective, whether as the result of > local option election or otherwise;

(8) the authority sought is authority to operate a beverage dispensary or 
package store under a community liquor license for premises to be located in a 
municipality where the authority sought is already held by a private liceasco under 
a beverage dispensary or package store licease. unless the community liquor 
licease is to become effective after the privately held license is no longcreffective, 
whether as the result of a local option election or otherwise;

(9) issuance of the licease is prohibited under AS 04.11.400(a) or prohibi­
tion of issuance of the license is found necessary under AS 04.11.400(b);

(10) the application contains false statements of material fact;
(11) the licease is sought for the sale of alcoholic beverages in a first or 

second class city v wliicb there are no licensed premises at the time of application 
unless a majority of the voters in a local option election conducted in accordance 
with AS 04.11.502 have voted " n o ” on the question set out in AS 04.11.490, or 
have voted “ye"” on a question set out in AS 04.11.492 or 04.11.500;

(12) the '' w. se is sought for die sale o f  alcoholic beverages in an established 
village in which -re arc no liceascd premises at the time of application unless 
a majority of the voters in a local option election conducted in accordance with 
AS 04.11.502 have voted “no” on the question set out in AS 04.11.490 or have 
voted "y e s” on the question set out in AS 04.11.500.

(b) An application requesting issuance of a new permit shall be denied if
( 1) the board finds, after review of all relevant information, that issuance of 

the permit would not be in the best interests of the public;
(2) the board finds that any of the statements made in the application are 

untrue;
(3) tlie application has not been completed in accordance with AS 04.11.260;
(4) the pemiit is sought for the sale of alcoholic be veragcs in a first orsecond 

class city or established village in which there are no licensed premises at the lime 
of application unless a majority of the voters in a local option election conducted 
in accordance with AS 04.11.502 have voted “no” on the question set out in 
AS 04.11.490.
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Sec. 04.11.330. Denial of license or permit renewal, (a) An application 
requesting renewal of a license shall tie denied if

(1) the board finds, after review of all relevant information, that renewal of 
the licease would not be in the best interests of the public;

(2) die license has been revoked for any cause;
(3) tlie applicant has not operated the licensed premises for at least 30 eight- 

hour days during die immediately preceding calendar year, unless the board 
determines diat the licensed premises are under cons trucdonorcannot be ope rated 
through no fault of the applicant;

(4; die board finds diat issuance of an existing licease under AS 04.11.400(g) 
his not encouraged tourist trade;

(5) die requirements of AS 04.11.420 - 04 .11.450 relating to zoning, own­
ership of the license, and financing of the licensee have not been met;

(6) renewal of the license would violate die restrictions pertaining to the 
particular licease under this tide;

(7) renewal of the license is prohibited under this tide as a result of an 
election conducted in accordance widi AS 04.11,502;

(8) die application has not been completed in accordance with AS 04.11.270;
(9) the license was issued under AS 04.11.400(j), and the board finds dial die 

public convenience docs not require renewal.
(b) An application for renewal of a license may be denied if the applicant is 

delinquent in the payment of taxes if the tax liability arises in whole or in part out 
of the licensed business.

(c) An application requesting renewal of a conditional contractor’s permit 
shall be denied if

(1) the board finds, after review of all relevant information, that issuance of 
the pemiit would not be in die best interests of the public;

(2) the application has not been completed in accordance with AS 04.11.270.
(d) Notwithstanding (a)(3) of this section, a recreational site license issued 

under AS 04.11.210 may be renewed if the license was exercised at least once 
during the immediately preceding calendar year.

Sec. 04.11.340. Denial of request for relocation. An application request­
ing approval for die relocation of licensed premises shall be denied if

(1) the board finds, after review of all relevant information, that relocation 
of die license would not be in the best interests of die public;

(2) the relocation is prohibited under AS 04.11.400(a) or (b);
(3) the license would lie relocated out of the established village, incorpo­

rated city, unified municipality, or population area established under AS 04.11.400(a) 
within which it is located;

(4) transfer of ownership is to be made concurrently with the relocation of 
die licensed premises and a ground for denial of the traasfcr of ownership under 
AS 04.1 1.360 is presented;

(5) die application has not been completed in accordance widi AS 04.11.290;
(6) relocation of the license would result in violation of a local zoning law;
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Date Referred: March 15, 1990

Date of Committee Action: V / * f / 7 0

FURTHER REFERRALS:
LABOR & COMMERCE

The HESS Committee considered: 

CS SENATE BILL NO. 315 (L&C)

CSSB 315(LABOR & COMMERCE) 

LONG-TERM CARE DISABILITY INSURANCE

"An Act relating to long-term care insurance? and providing for an 
effective date."

RECOMMENDATIONS:
be replaced with

] the same title 
] a new title

have attached amendment(s) 

do pass 

do not pass 

no recommendation 

individual recommendations 

additional referral to the Committee

ADOPTS:

ATTACHES NEW FISCAL NOTE(s):
(Dept)

[ ] fiscal impact____________

letter of intent

APPROVES PREVIOUS:

[ ) fiscal note(s)

(Date/Dept)

C X ] fiscal note (s) Q l f n

[ I ) .3-gEQ fn/analysis O

SIGNING:

Y ~

X
/
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S T A T E  O F  A L A S K A  BILL VERSION: . CSSB 315 (L& C ) (a ,)

1 9 9 0  L E G IS L A T IV E  S E S S IO N  PUBLISH DATE: 2 / 2 8 / 9 0  _ _

FISCAL NOTE
REQUEST:

Revision Dale:    Agency Affected: Commerce & Economic De v.
Title: An Act r e l a t i n g  to long- term b r i i? Insurance
c a re  d i s a b i l i t y  in su rance ;  and p ro v iding fo r  an e f f e c t i v e  date

Sponsor:----HESS C o m m i .• Components:___ Operati nns______________
Requestor: HESS Committee

EXPEN D ITURES/REVEN UES : (Thousands o f DoIIan)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 C 0 0 0

CAPITAL 0 0 0 0 0______ q

REVENUE 0 0 0 0 L .  0 0

FUND ING : (Thousands o f Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL ...........____ .... i l _ „  c . .  . Q n __2____
PO S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

0 0 0 0 n n

ANALYSIS : (Anadi a separate page if necessary) No f j s c a l f mpact 1n py 90>

fu L ,Prepared by:  Oon *0Ch. Acting Deputy D i r e r f n r    4EE-?c77

Division:_______ Insurance_______________________________  Date: _ 2 Z £ Z H O _
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CSSB 315 (HESS): "An Act relating to long-term care disability
insurance; and providing for an effective date.

The department supports this legislation. This bill establishes a specific 
regulatory framework for insurance contracts that provide for long-term care 
benefits. It establis les certain standardized contract provisions in order to 
require certain minimum benefits and to facilitate public understanding and 
comparison shopping.

Funding of long-term care is a critical issue throughout the nation that impacts 
all third-party and out-of-pocket payers of medical care for older persons. 
"Long-term care" is the term that pertains to a continuum of care that ranges 
from some assistance in the home to the extreme of 24-hour skilled care in a 
medical facility. Our average population is getting older and is living longer, 
thus, increasing the likelihood of mo-e people requiring some form of long-term 
care. Medicare currently provides almost no coverage for long-term care. 
Medicaid provides the majority of the funding for long-term care nationwide and 
provides for nearly all of the funding for skilled nursing service care in Alaska. 
Most Americans are not financially prepared to meet the cost of long-term care in 
their later years. This results in those people spending down both assets and 
income in order to qualify for public assistance primarily through Medicaid.

The insurance industry has been slow to develop insurance product? to cover this 
risk. The most important reason for this is the lack of reliable statistical data on 
which to base rates, coupled with the fact that correct projection of costs for into 
the future is required and is extremely difficult to accomplish. Although this 
attitude is changing, the general population has held the misperception that 
there is little or no need for such coverage and also that, if long-term care is 
needed, Medicare would provide the necessary benefits.

Without mechanisms such as insurance produces to prefund long-term core, 
publicly-funded care is expected to increase, perhaps to a point beyond that 
which public resources can readily bear. It is important to encourage the growth 
of insurance products to help finance long-term care needs. Howeve-, this needs 
to be done in a manner that provides appropriate elements of consumer 
protection.

SB 315 is based on the National Association of Insurance Commissioners (NAIC) 
Model Long-Term Care Act. The NAIC is encouraging the adoption of this model 
by the various states in lieu of federal intervention. Abuses have occurred in 
other states with a large senior population. These abuses have received 
Congressional scrutiny, with indications that the federal government should 
regulate long-term care if the states do not.

S J U iL a r r y  M e rc u lie f f .  ( fo m m is s io n o r  

D a te : J ?h)<j 0 _______________
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S E N A T O R  A L  A D A M S  
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Senate Committee on 
©caltfj, Ctiucation anti Social &crbices

P O  B O X  V  
R O O M  508 

S T A T E  C A P I T O L  
(9 0 0  465-3762

T O :

FROM:

DATE:

RE:

REPRESENTATIVE JOHNNY ELLIS, CHAIRMAN, HOUSE HEALTH, 
EDUCATION AND SOCIAL SERVICES COMMITTEE.

SENATOR PAUL FISCHER, CHAIRMAN, SENATE HEALTH 
EDUCATION AND SOCIAL SFRVICES COMMITTEE.

MARCH 16, 1990

SB 315 - LONG TERM CARE INSURANCE.

THIS BILL IS BASED UPON A MODEL ACT DEVELOPED BY THE NATIONAL 
ASSOCIATION OF INSURANCE COMMISSIONERS. IT ESSENTIALLY ALLOWS 
PROVIDERS TO DELIVER LONG TERM CARE INSURANCE IN THE STATE OF 
ALASKA. TO DATE, 38 STATES HAVE DEVELOPED SIMILAR VERSIONS OF 
THIS MODEL ACT. SEVERAL OTHER STATES HAVE SIMILAR MEASURES 
UNDER CONSIDERATION.

ESSENTIALLY, THIS BILL PROVIDES A METHOD FOR OUR CITIZENRY TO 
MEET THE NEEDS OF AN AGING POPULATION. MEDICARE CURRENTLY 
PROVIDES ALMOST NO COVERAGE FOR LONG TERM CARE. MOST COVERAGE 
FOR LONG TERM CARE COMES OUT OF MEDICAID. THIS BILL PROVIDES A 
PRIVATE SECTOR ALTERNATIVE FOR INDIVIDUALS IN NEED OF LONG 
TERM CARE. IT WOULD ALSO HELP REDUCE PRESSURES ON THE 
MEDICAID BUDGET.

THIS BILL ENJOYS THE SUPPORT OF THE DEPARTMENT OF COMMERCE,
THE HEALTH INSURANCE ASSOCIATION OF AMERICA, AND THE AMERICAN 
COUNCIL OF LIFE INSURANCE.

I RESPECTFULLY REQIEST THAT YOU CONSIDER THIS BILL FOR 
SCHEDULING AT YOUR EARLIEST POSSIBLE CONVENIENCE.

THANK YOU.



LONG TERM CARE 
EDUCATION COALITION

WHAT S  LONG-TERM CARE? 
W h y  Y o u  N e e d  t o  K n o w

This is Use first in a series o f newsletters produced by the 
Couiition for Long-term Cure education The Coalition is 
comprised of a variety of organizations, cooperating in 
this endeavor to respond to the need for educational 
information on the subject o f long term care. This issue 
introduces the concept of long-term care and explains 
why it should be of concent to you Subsequent issues 
will l>e produced periodically on such topics as long- 
term care options, paying fo r long-term care, u hat to 
look fo r when selecting long-term care services, and 
others.

T he re 's  a nrc.it dea l o f  ta lk  th e se  days abou t " th e  g rav ing  
o f  A m erica " and  som e th in g  c a lle d  " th e  lo n g -te rm  c a re
issue ."

W hat's  it a ll abou t?  W h y  sh o u ld  y ou  care?
A m erica  is g e tting  o ld e r . M o re  and  m o re  o f  us a re  m o v ­

ing  in to  o u r  s e n io r years. And o u r  li fe  expec tan cy  is 
in c reas ing

In  th e  yea r 2 0 0 0 . ab ou t 3 5  m ill io n  A m ericans w i l l be  
aged 6 5  and o v e r— m o re  than  tw ice  the  n um b e r in  I9 6 0 .  
S ince  I 9 6 0 ,  th e  p o p u la t io n  aged  6 5  and  o v e r  has g row n  
m o re  than tw ice  as fast as th e  U.S. p o p u la t io n  in g en e ra l. 
T h e  n um b e r o f  A m ericans aged  8 0  and  o v e r  to ta ls  a lm ost 
s ix  m illio n  tod ay ; in th e  y e a r 2 0 3 0 .  that n um be r is e x p e c t ­
ed  t o  have  a lm ost t r ip le d .

T hese  statistics te ll th e  s to ry  b eh in d  the ph rase , " th e  
g ray ing  o f  A m erica ."

T h is  g row th  in  the  e ld e r ly  p o p u la t io n  w ill be  re f le c te d , 
am on g  o th e r  things, in  an in c reased  dem and  fo r  lo n g -te rm  
c a re  se rv ices. Hut w ha t is " lo n g -te rm  ca re "  and  w hy  d o  
y ou  n eed  to  k n ow  jb o u t  it>

T h e  C h a l le n g e  o f  l  iv in g  L o n g e r  
W e  A m ericans a re  h e a lth ie r than  e v e r— and liv in g  lo n g e r 
And because  s o  m any A m erican s w i l l liv e  In to  th e ir 
e igh tie s  and n in e t ie s— pe rh ap s  e ven  to  age 1 0 0 — w e  a ll 
n eed  to  d o  som e  lo o k in g  a lie jd

W h ile  m any m illio n s  o f  " v o u n g o ld "  A m ericans le ad  
h e a lth y , ac tive  lives , o th e rs  a re  not so  fo rtu n a te  T w o  ou t 
o f  five p e rson s aged 6 5  and o v e r  r o k  n eed ing  nu rs ing  
h om e  ca re  Hy the  vca r 1 9 9 0 . a b ou t ■*** m illio n  A m ericans 
o v e r  age 6 5  a re  e xp e c ted  to  n eed  s om e  fo rm  o f  lo n g  te rm

c a re . And as w e  get in to  o u r  e igh ties , the chan ces in c re a se  
c on s id e ra b ly  that w e  w ill face h ea lth  p ro b lem s  o r  fra ilty . 
Statistics sh ow  that, at any  g iven tim e . 2 2  p e rc e n t o f  th o se  
aged 8 5  o r  o ld e r  a re  in a nu rs ing  hom e.

M any o f  us a re  c o n c e rn e d  that o u r  h ea lth  m igh t d e te r io ­
ra te  as w c  get o ld e r  and w e  w o rn -  abou t o u r  financ ia l 
a b ility  to  h an d le  d isab ility  o r  illn ess . S till, few ’ o f  us m ake 
p re p a ra tio n s  that w o u ld  h e lp  us hand le  these  situa tions . 
W h y?  P a rtia lly  it hxs to  d o  w ith  w idesp read  m isu nd e r­
stand ing  ab ou t lo n g -te rm  ca re  and h ow  it is pa id fo r .

G e t t in g  th e  F a c ts  S t r a ig h t
.Many A m ericans d e n y  th e ir  ow n  po ss ib le  fu tu re  n eed  fo r  
lo n g -te rm  c a re , assoc ia te  lo n g -te rm  ca re  o n ly  w ith  nu rs ing  
h om es  and b e lie v e  that M ed ica re  w ill pay  f o r  m ost lo n g ­
te rm  c a re  s e rv ic e s— a ll m isconcep tion s .

T lie  p u rp o se  o f  th is  n ew s le tte r is to  h e lp  c le a r up  s om e  
o f  the  c on fu s io n  fo r  y ou  abou t lo n g -te rm  c a re — to  h e lp  
y ou  le a rn  ab ou t th e  Issue and to  p rep a re  y o u r s e lf  and 
o th e r  fam ily  m em be rs  f o r  a p o ss ib le  need fo r  lo n g  te rm  
c a re  se rv ices.

W h a t  Is  L o n g - t e rm  C a re ?
S im p ly  stated , lo n g -te rm  c a re  re fe rs  to  a p e rson 's  n e ed  fo r  
a w id e  range  o f  m ed ica l, nu rs ing , and so c ia l se rv ic e s  o v e r  
a p ro lo n g e d  p e r io d  o f  tim e . Th is is g e n e ra lly  c a lle d  
“ c h ro n ic "  c a re , as d is tin c t f ro m  m o re  in ten s ive  m ed ic a l 
trea tm en t fo r  a s h o rt- te rm  illn e ss  c a lle d  "a c u te "  care . T h e  
n eed  fo r  lo n g -te rm  ca re  can  re su lt from  c h ro n ic  il ln e s s  o r  
d isab ility  o r  fro m  a sudden  acc id en t o r  s t ro k e .

Long -te rm  c a re  d o c s  N O T  take p lace  o n ly  in a n u rs in g  
h om e , n o r  is it n e ed ed  o n ly  by  th e  e ld e r ly . T a re  m igh t b e  
p ro v id e d  to  p e o p le  o f  anv age in the  h om e , in  c om m u n ity  
fa c ilit ie s , o r  in  n u rs in g  h om es  Re latives , fr ie n d s  and n e ig h ­
b o rs . and th o se  w o rk in g  lo r  c om m un ity  se rv ic e s  o fte n  
p ro v id e  assistance w ith  th e  n o rm a l a c tiv ities  o f  d a ily  liv in g  
such  as eating , ba th ing , and  d re s s in g  O r. th o se  w h o  n eed  
c a re  c o u ld  b e  liv in g  in a c om m un ity  fo r  s e n io r  c t li /c n s  
w h ich  m igh t n»' c l a ll o f  th e ir  h ea lth  and v k i j I n e ed s—  
c om m on ly  k n ow n  as a c on tin u in g  c a re  c om m u n ity

If y o u  d o  n o t h ave  these su p p o rt system s o r  it v ou  n eed  
s k ille d  nu rs in g  o r  reh ab ilita t iv e  c a re  o n  a d a ily  basis, y o u  
n u v  tind v o u r  on ly  o p t io n  to  b e  an in s titu tion  such as a 
n u rs in g  h om e
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Social services arc xs important a part o f  long-term  care 
as are  medical and nursing services, particu la rly  in helping 
you remain in the com m unity if you need care. They 
inc lude services prov ided in one's ow n hom e such as 
hom em aker o r  "ch o re " services, "m eals on  wheels" and 
those p rov ided in a com m unity setting such as an adult 
day ca re  center. Some o f  these services may also p rov ide 
"resp ite care ," which is tim e o f f  fo r fam ily members caring 
fo r an e ld e r ly  relative.

Future newsletters w ill c ove r the types o f  services avail­
able fo r long-term  care in m ore  detail.

T h i n k i n g  a b o u t  t h e  O p t i o n s

I f  you are e lde rly  and need he lp  w ith day-to-day tasks, you 
may a lready have had to  think about you r need fo r lon g ­
term  care. You have perhaps w ondered  how  much longe r 
you w ill he ab le to  remain in you r hom e and what kinds 
o f  he lp you w ill need to  do that. H ere arc tw o things you 
can do : ( I ) E xp lo re  com m unity programs in you r area.
( 2 )  Find ou t the cost o f  these d ifferen t programs to  de te r­
m ine how  far you r savings o r  insurance w ill go to meeting 
those costs.

I f  you  are the m iddle-aged child o f  an e ld e rly  parent, 
you've p robab ly  been considering sim ilar questions about 
y ou r paren t’s future. And then there ’s you r own fu tu re—  
it's ve ry  possib le (hat you have been st^busy raising and 
educating y ou r ch ild ren  and w o rry ing  about you r parents 
that you 've devoted litt le  tim e to plans fo r y ou r own o ld e r 
years.

T h e  R o le  o f  G o v e rn m e n t  P ro g ra m s
Surveys show  that m illions o f  o ld e r persons m istakenly 
be lieve that Medicare covers m ost long-term  care services. 
This is a dangerous m isunderstanding because it leads to a 
false sense o f  security, thinking we a lready have coverage 
fo r the expenses o f a ch ron ic  illness o r  disability.

Medicare does not c ove r a n y  long-term  care expenses.
It Is intended to  help pay fo r short-te rm  "acu te" care In a 
hospital.

It a lso pays fo r  care in a M edicare-certified skilled nu rs­
ing hom e that provides daily nursing and rehabilitative 
care fo r  a patient fo llow ing  hospita lization Medicare o ffe rs 
coverage fo r on ly  100 days o f  skilled nursing home care 
annually and pays in fu ll fo r o n ly  the first 2 0  days o f  such 
care.

Medicare pays fo r ca re  in v ou r hom e on ly  if you arc 
hom chonnd and need, fo r  a lim ited pe riod  o f  time, part- 
time nursing o r  speech therapy o r  physical therapy.

And w h ile  private supplem enta l health insurance (c o m ­
m on ly  re fe rred  to  as "M edigap" insu rance) is designed to 
he lp  cove r som e o f  the gaps that Medicare covers, it docs 
no t inc lude long term care 

Medicaid, the governm ent program  fo r  peop le  w ith very 
low  Incomes, d o e s  c o v e r the c o m  ot long-term  nursing 
hom e care. Hut if you have savings, you  lite ra lly  have to  
im poverish  you rse lf to quality fo r the prog ram , which 
means first "spending dow n" o r  exhausting a ll o f  you r 
ow n  assets (a lthough  you  do no t have to  se ll you r h ou se ) 

I ’nderstanding the lim itations o f these program s is 
important when you are beginning to  e xp lo re  choices fo r 
y ou rse lf o r  lo r  a fam ily m em ber Costs vary considerab ly

depending on  the range o f  services needed and where 
those services w ill be provided. Home care may be the 
least expensive i f  on ly  lim ited support is needed and if 
fam ily members arc the prim ary caregivers. On the o the r 
hand, an institution such xs a skilled nursing hom e might 
be very  expensive, costing between S 20 .000  and S-l().()()0 
a year.

Medicaid and private savings are the tw o m ajor ways to 
finance long  term care today. Various government financ­
ing op tions are being considered by Congress, m a jo r stud­
ies on  financing long-term  care w ill soon be relexsed, and 
private insurance is becom ing m ore w ide ly available. W e'll 
te ll you m o re  about these developments in another news­
le tte r.

S u m m in g  U p
W c a ll need to think about ou r o ld e r years— whether w e 
want to — o r  w ill be able t o — stay in ou r homes, m ove to 
retirem ent comm unities o r  continuing care communities, 
o r  arrange fo r nursing hom e care. These decisions depend, 
o f  course , on  the state o f  o u r health and the degree to 
which we are  independent.

M illions o f  fam ily m em bers today continue a long  Amer­
ican tradition o f caring fo r e lde rly  relatives. Family care­
givers p rov id e  between 75  and 9 0  percent o f  the personal 
care, househo ld  maintenance, transportation and shopping 
fo r o ld e r  persons.

Hut the rea lity is that many o f  us are liv ing to very  o ld  
ages and a re  being taken care o f by relatives who them ­
selves may be e ld e rly  o r  w ho  may also be juggling jobs 
and o th e r fam ily responsibilities. Many peop le  w ho arc- 
caring fo r e ld e rly  re latives find u ve ry  difficu lt to bear tilt- 
en tire burden alone. It is important that w e all get as 
much he lp fo r ou rse lves o r  e lde rly  re latives and have xs 
many op tions as possib le.

O bv iously , the soon e r you begin thinking and planning 
fo r a time when you o r  a re lative may requ ire  long-term  
care, the bette r prepared you  will be if a need arises. A 
crisis deve lops on ly  when w e don ’t plan.

Anticipating long-term  care needs can mean, fo r exam ­
ple. checking into a ll o f  the resources available in you r 
comm unity , such as hom e care, adu lt day care, continuing 
care communities, and nursing homes. It means investigat­
ing the costs o f  these serv ices and facilities and dete rm in ­
ing what resources you have to cove r those costs. It 
means look ing  into governm ent programs, private long ­
term care insurance, and the ir costs and coverage. And it 
means fo llow ing  federa l and state legislative proposa ls that 
o ffe r new  so lu tions to  meet long-term  care needs.

Ask questions Find out what is available. Become a 
know ledgeab le consumer. Check ou t a ll \ o u r  op tions And 
look  fo r  the next in this series of educational newsletters

To obtain additional copies, please w rite  to

American C ounc il o f  I.lfe  In su rance 
Health In su rance Association o f  America
Company Services
lo o i Pennsylvania Avenue. N A'
Washington, IXi 21MXM-2599
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C o n s u m e r  N o t e s . . .  From  The L ife  a n d  H e a lth  In su ran ce  In d u stry

L o n g - t e r m  C a r e  In s u r a n c e

any people want to know 
how to buy insurance cov­
erage that will protect them 

from the potentially catastrophic 
expenses related to long-term care. 
However, most people do not know 
what their chances are o f  ever need­
ing long-term care services, how 
expensive these services can be or 
whether their present health insur­
ance coverage will take care of 
them.

W ha t Is Long-te rm  C a re ?
Long-term care refers to the kind 

o f  help that you might need should 
you develop a chronic illness or dis­
ability that makes it impossible for 
you to care for yourself. You may 
never need lengthy care in a nursing 
home, but it’s possible that some 
day you will need help at home with 
daily activities such as dressing, 
bathing, or walking.

To meet a range of long-term care 
needs, there arc many kinds o f long­
term care services in addition to the 
care associated with lengthy stays in 
a nursing home or health care you 
may need at home. O ther services 
include: adult day care; respite care 
(which helps family members cope 
with caring for older persons at 
home); care given in senior citizens 
o r congregate housing; aide or chore 
services; and friendly visiting serv­
ices.

Some or all o f  these services may 
be available where you live now or 
plan to retire. However, this issue of 
C o n sum e r  Notes deals mainly with 
the two kinds o f  long-term care cov­
ered by private long-term care insur­
ance policies that arc currently avail­
able: nursing home and home health 
care.

In addition, it will help you gauge 
whether long-term care insurance 
policies can help you meet future 
expenses related to chronic illness or 
disability.

M edicare a n d  Long-term  C a re
The fact is that neither M .dicarc 

nor private Medicare supplement 
insurance (or the health insurance 
you have through your employer) 
will pay for most long-term care 
expenses.

Medicare supplement (Mcdigap) 
insurance is private insurance that is 
designed to help cover some o f  the 
gaps in Medicare coverage. It will 
not cover long-term care costs.
Some retirees arc covered by their 
group health plan which comple­
ments Medicare, but these plans 
generally do not cover long-term 

_ca rc  either.
Although you may have Medicare 

as well as other health insurance, 
you will be covered for expenses 
related to only a limited amount of 
skilled nursing care. Skilled nursing 
care refers to the kind of daily nurs­
ing and rehabilitative care that can 
be performed only by. or under the 
supervision o f  skilled medical per­
sonnel. The care received must also 
be based on a doctor’s orders.

This means you will not be r e v ­
ered if you need the kind o f  extend­
ed. intermediate or custodial care 
associated with long-term nursing 
home stays o r if you need prolonged 
home health carc on a daily basis.

Intermediate care refers to occa­
sional nursing and rehabilitative carc 
that must be based on a doc to r’s 
orders and can only be performed 
by. or under the supervision of 
skilled medical personnel. Custodial 
carc is carc that is primarily for the 
purpose of meeting personal needs 
such as help in walking, bathing, 
dressing, eating or taking medicine.
It can usually he provided by some­
one without professional medical 
skills or training.

Home health carc may include 
carc received j t  home such as part- 
time skilled nursing carc. speech 
therapy, physical or occupational

therapy, part-time services of home 
health aides or help from homemak­
ers or chorcworkcrs.

At present, there arc a limited 
number o f  long-term care insurance 
products available that do cover 
these kinds of expenses. However, 
insurance companies are developing 
more products as the demand for 
this kind o f  coverage increases.

Will You Need Long - te rm  C a re ?
By the year 1990, about 7.7 m il­

lion Americans over age 65 will 
likely need some form o f long-term 
carc.

But those aged 85 or older arc the 
most at risk for needing long-term 
carc services. In fact, statistics show 
that, at any given time. 22 percent 
o f  those aged 85 or older arc in a 
nursing home.

At the same time, it is estimated 
that two out of live people aged 65 
or older risk entering a nursing 
home. More than half o f  those will 
need to stay 90 days or fewer: yet 
about 40 percent will need to stay 
on average 2Vi years. Only a small 
number ever stay over five years.

While you may never need nurs­
ing home carc. home health carc or 
other long-term care services, you 
still may wish to consider purchas­
ing insurance that covers many o f  
these services because o f  the risks 
posed by the need for long-term carc 
and the costs involved.

Insurance, by delinition. is a way 
for you to share the costs of possible 
economic loss by contracting with 
an insurance company to assume the 
risk o f  such a loss in exchange for a 
premium.

How Expensive Is Long- te rm  C u re?
Long-term care can be very 

expensive. In 1986, a year in a 
nursing home cost an average ol 
S20.000 to $30,000 (the cost often 
depending on the j ' cj in which the



home is located) or about S2.000 
per month. At the most expensive 
nursing homes, the annual cost 
could be as much as 550,000.

Home health care provided on an 
unskilled basis (help with grooming 
or dressing) by a home health aide 
three times a week for a year can 
easily cost S440 a month or 55.300 
a year. Skilled nursing home care 
visits can cost even more with three 
visits per week for a year running as 
much as S680 a month or 58 ,200 a 
year.

It 's difficult to know what kind of 
care you may need or what the costs 
will be, but knowing you will be 
responsible for the majority o f  
expenses, you can begin to consider 
what kind o f  insurance coverage you 
need to buy.

W ho  Pays fo r Long-te rm  C a re ?
In 1987, over half of nursing 

home care expenses alone were p a i d "  
out-of-pocket by individuals o r  fami­
lies. Medicare paid for less than two 
percent o f  the nation’s S4 I .6  billion 
annual nursing home bill and private 
insurance paid even less.

In  fac t, M ed ica re  will only he lp  
pay for:
• Skilled nursing carc up to 100 

days, and your admission to a 
facility must be within 30 days of 
a three-day hospital stay. A physi­
cian must show that your adm is­
sion is necessary.*

• Part-time skilled home health care 
(but only if you arc homcbound. a 
physician certifies the carc is nec­
essary and provides a treatment 
plan and the agency is Medicare 
participating). This is a very lim­
ited benefit and docs not cover 
services you may need on a daily 
basis over an extended period of 
time.*
The other primary payer o f  nu rs­

ing home carc expenses (over 42 
percent) is Medicaid, the govern ­
ment program that is meant to pro-

* L c g i t l i n o n  c u r r r n l l y  p e n d i n g  i n  C a n g r t w  i*  

e « p e c i e d  l o  c h j n g e  M e d i c a r e ' *  p r e x e n i  W i l l e d  

n u r v n g  t a r e  a n d  h o m e  h e a l t h  c a i e  h e n e h t *  A l l  

M e d i t a t e  b e n c l t c i a n c t  w i l l  h e  r e c e i v i n g  d e t a i l *  

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

l a w  g o e *  i n t o  e f f e c t

Elderly Out-Of-Pocket Expenses 
over $2,000 Per Year

vide help with medical expenses to 
the poor. To qualify for Medicaid, 
you (or your family) either must 
already be “ poor” or literally 
impoverish yourself— by spending 
virtually all o f  your assets (except 
your house). That happens to about 
one half o f  the people who enter 
nursing homes as “ private-pay” 
patients. A recent study showed that 
those who pay for nursing home 
care out of their own pockets are 
often impoverished within six 
months to a year. They then must 
turn to Medicaid (public assistance) 
to pay part or all of their expenses.

For those over the age o f  60. 
expenses for some home carc serv­
ices, such as Meals on Wheels, 
homemaker and home health aides, 
arc available on a limited basis 
under the Federal Older Americans 
Act. If you need such services, con ­
tact the local Area Agency on 
Aging, listed in your telephone 
directory, for more information 
about eligibility requirements. Area 
Agencies on Aging are not direct 
providers of services, but they do 
operate an information and referral 
service to help older adults identify 
and access needed assistance within 
their communities.

W ha t K ind  of In su ran ce  Is 
Available?

You can buy private insurance 
that helps to cover major expenses 
for long-term care. (See the “ Who 
Offers Long-term Care Insurance” 
section for where to write about 
available policies.) There are a lim­
ited number of policies on the mar­
ket today, but at least one is avail­
able in each state. These policies 
help pay expenses that may pose the 
highest risk to you.

Almost all available policies are 
“ indemnity" policies, meaning they 
pay a set amount (usually a certain 
dollar figure per day) for care in a 
nursing home or for home health 
care. No policy, however, provides 
blanket coverage for all expenses 
and most policies on the market 
today do not lutomatically adjust for 
inflation. This means a policy’s ben­
efits are not necessarily tied to 
future increases in the costs of long­
term care.

Each policy is priced differently,
In 1986. costs ranged from about 
5100 a year in premiums to more 
than S2.500, depending on several 
factors:

A ge— In general, the younger 
you arc when you buy a policy, the 
lower the premium will be.

E lim ination o r  Deductible 
P e r iod s— These periods are defined 
as the number of days you must be 
confined in a facility or the number 
of home care visits you must have 
received before policy benefits 
begin. Usually, the longer the elimi­
nation or deductible period is. the 
lower the premium will be.

Am oun t Paid and  Dura t ion  o f  
Benefits— These vary from policy 
to policy, but in general, the more 
money the policy will pay or the 
longer the benefit period is, the 
more you will pay for the policy.
For example, a policy that pays 
5100 a day for up to five years of 
nursing home care will cost more 
than a policy that pays 550 a day for 
three years.
W ha t K ind of C a re  Is P rov ided?

Long-term carc policies may pay 
for skilled, intermediate or custodial 
carc in a nursing home. Each policy



may define these levels o f  care dif­
ferently and the definitions are not 
the same as Medicare’s.

Some policies requi.e you to be 
hospitalized first before covering 
nursing home care, and many 
require that you receive skilled or 
intermediate care before they will 
pay for custodial care expenses.

Policies genera lly pay only for 
expenses in facilities th a t :
• Arc licensed by the state and par­

ticipate in Medicaid and/or Medi­
care; and

• Meet the policy’s definition of 
skilled, intermediate or custodial 
care
T h u  Is why it’s very important 

for you to find out the kinds o f  nurs­
ing homes in the area in which you 
live or plan to receive carc before 
you buy a policy. Check the nursing 
homes in your area to make sure 
they fit policy definitions. If they 
don ’t, you may not be eligible for 
benefits.

Also, policies often cover home 
health care services such as skilled 
or non-skillcd nursing care, and 
homemaker and home health aides. 
Some policies, however, require a 
prior nursing home or hospital stay 
before they will cover home health 
care benefits.

W ha t K inds of Lim its A re  T h e re?
All policies contain limitations 

and exclusions in addition to age, 
elimination or deductible periods, or 
the amount and duration o f benefits. 
Others you should study before 
making a purchase arc:

P rt -ex is t ing  cond i t ions— When 
you apply for long-term care insur­
ance. you may be asked questions 
about the previous and current state 
of your health. This :s because an 
insurance company generally 
requires that a certain period o f time 
pass before the policy pays for carc 
related to a health problem /o u  may 
have had when you applied. Such 
health problems arc called pre-exist­
ing conditions. At this time, most 
companies use a six-month p re ­
existing condition limitation pcnod. 
in some cases, you may be denied

coverage because o f  your health 
status.

E lig ib ility— After a certain age, 
you will be unable to buy a policy. 
Each company sets its own age limit 
— usually around age 79. Most poli­
cies arc only available to those over 
the age of 55. It’s possible that both 
age limits may change in the future, 
as new poi.'-'ies are developed and 
sold.

Renewab ll i ty— This policy provi­
sion is normally found on the first 
page of the policy. It tells you under 
what circumstances the policy can 
be cancelled by the insurance com ­
pany or how premiums can be 
raised. Most policies are guaranteed 
renewable and cannot be cancelled.

Exclusions— Policies may not 
pay for long-term carc related to 
mental or nervous conditions, a lco­
holism, mental retardation, or cer­
tain other health conditions or situa­

t i o n s .  However, A lzheimer’s 
disease, and other organic disorders, 
leading causes of nursing home 
admissions, are generally covered.

W ha t K inds o f  Ques tions Shou ld 
You Ask?

Before you consider buying long­
term carc insurance, you should 
determine what kinds of resources 
you have or plan to have to take 
carc o f your long-term carc needs. 
For example, do you have savings, 
life insurance, or a pension that 
would help pay for them? Would 
other family members help you. if 
necessary, or would you qualify for 
community services that are income- 
related?

Be sure to read policies you arc 
considering carefully and compare 
them. Don’t be afraid to ask an 
insurance ageni about anything that 
doesn’t seem clear in the policy. 
There is no one solution for every­
one in planning for the future, but 
your financial plans should include 
consideration o f  your long-term carc 
needs.

The following questions will help 
you compare and evaluate policies 
you may wish to consider. Use them 
as a basis for discus ion w ith an 
insurance agent or for asking ques­

tions about promotional literature 
you may receive in the mail.

What Does Long-term Care Cost?
1. What kinds o f  nursing homes 

arc there in your area and how 
much do they charge per month
for:
• skilled nursing care?
• intermediate nursing care?
• custodial/personal care?

2. What do home health care agen ­
cies in your area charge per 
month for:
• unskilled carc?
• skilled carc?

How Much Does the Policy Pay?
3. What is the maximum amount 

the policy will pay for:
• skilled nursing care?
• intermediate nursing care?
• custodial nursing care?
• home health care?

How Much Does the Policy Cost?
4. How much will the policy cost 

you over time ( i .e . , I . 5, 10, or 
15 years)?

5. Can the company raise your pre­
mium over time or under other 
circumstances? If so, what are 
the circumstances?

Whut Are the Benefits?
6. Docs the policy provide benefits 

for:
• skilled nursing care?
• intermediate care?
• custodial care?
• home health carc?

7. How long will the policy pay 
benefits for:
• skilled nursing carc?
• intermediate nursing carc?
• custodial nursing carc?
• home health carc?
• all o f  the above services?

8. Docs the policy cover Alz­
heimer 's disease if you devel­
oped it after you purchased the 
policy?

9. Docs the policy provide benefits 
if you need carc away from the 
area in which you live or 'f  you 
move to another state ’

10. Will the policy provide benefits 
if you have similar coverage 
with another policy?



11. What is the elimination or 
deductible period before benefits 
begin for:
• nursing home care?
• home health care?

12. What is the pre-existing condi­
tion limitation period?

13. Can the company cancel or 
refuse to renew the policy? If 
there are conditions, what arc 
they?

14. a. Is a prior hospital stay
required before the policy 
will pay for:
• skilled nursing care?
• in'crmediatc nursing carc?
• custodial nursing carc?

b. Is a prior skilled nursing 
home stay required before the 
policy will pay for:
• intermediate care?
• custodial care?

c. Is a prior nursing home stay 
requited before the policy 
will pay for:
• home health carc?

15. Arc there other limitations or 
exclusions that concern you? If 
so, what arc they?

Who OITers Long- te rm  C a re  
In su rance?

There arc policies available now 
in every state and many companies 
are in the process o f  developing pol­
icies.

You may wish to contact your 
state insurance department or insur­
ance agent for more information. To 
obtain a list of private insurers offer­
ing products in your state, write to; 

Health Insurance Association of 
America 

Information Services 
1001 Pennsylvania Avenue. N .W . 
Washington. D .C. 20004-2599

What are the Limits?

Additional Reading
Publications about long-term care, 

health carc coverage, and other sub­
jects o f  interest to older Americans 
are available free or at a low cost 
from the following organizations;

American Association of Homes 
for the Aging 

1129 20th Street. N .W . 
Washington. D.C. 20036 
Telephone: 202/296-5960 

Brochures describing continuing carc 
communities.

American Association o f  Retired 
Persons 

Health Advocacy Services 
1909 K Street, N .W .
Washington, D.C. 20049 
Telephone: 202/872-4700 

Brochures about long-term carc. 
home carc. housing options, health 
carc. and health maintenance organi­
zations.

American Health Care Association 
1200 '5 th Street. N .W . 
Washington. D.C. 20005 
Telephone: 202/833-2050 

Brochures about long-term carc 
facilities.

Council of Better Business 
Bureaus 

1515 Wilson Boulevard 
Arlington. VA 22209 
Telephone: 703/276-0100

Brochures about home carc and 
long-term care facilities.

Health Insurance Association of 
America

1001 Pennsylvania Avenue. N .W . 
Washington. D .C. 20004-2599 
Health Insurance Hotline 1-800- 

423-8000 
Brochures about health insurance, in 
general, and how private health 
insurance works with Medicare. 
Health insurance hotline.

National Consumers League 
Suite 516
815 15th Street. N .W . 
Washington. D C. 20005 
Telephone 202 639-8140 

Brochures about life carc commum- 
cs. home health care , hospice carc. 

ambulatory carc. and health mainte­
nance organizations.

The National Council on the 
Aging. Inc.

West Wing 100 
600 Maryland Avenue. S .W . 
Washington. D .C . 20024 
Telephone: 202/479-1200 

Brochures about long-term care and 
Medicaid, Medicare, community 
resources, housing options and long­
distance carcgiving.

S ta te  In su rance  D epar tm en ts
Some have consumer education 

programs for older Americans about 
a range of insurance-rclalea topics, 
including Medicare. Medicaid, 
Mcdigap. and long-term care insur­
ance. Contact the department in 
your state for further information.
Social Security  District Office 

Several brochures, including 
Y ou r  M ed ica re  H andbook , as well 
us information on Medicaid and oth­
er government programs for the 
elderly. To find the office nearest 
you, check the government listings 
in your telephone directory.

O ther C on sum e r  Notes include: 
A326 Choosing Financial Advisers 
C326 Staying Well, Your 

Responsibility 
D326 Group Health Insurance 

Continuation 
E326 IRAs: An Investment in Your 

Future
F326 Medicare Supplemen.

Insurance 
G326 Help for the Working 

Caregiver 

H326 Checklist for Change:
Financial Planning for Life's 

Transitions

All issues of C onsum er Notes may 
be obtained free-of-charge in single 
or bulk quantities by writing to the 
following address. Please be sure to 

inciude the name and booklet 
number of the issues you are 
ordering.

A merican  Council of Life 
In su rance  

Heulth In su rance  Association of 
America

Comp jny  Services
1001 Pennsylvania Avenue, N .W .
Washington. D.C. 20004-2599
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In addition, no policy which "provides benefits only 
following institutionalization shall condition such 
benefits upon admission to a facility for die same or 
related conditions within a period o f  less than 30 days 
after discharge from the institution."

An oudinc ofcovcrcgc is required for both individual 
and group policies. The oudinc should include (1) a 
description o f  the principal benefits and coverage pro­
vided; and (2) a statement o f  the principal exclusions, 
reductions, and limitations. Individual policies must 
contain a statement o f  die renewal provisions, including 
any reservation of a right to change premiums, and that 
the policy should be consulted to determine governing 
contractual provisions. G roup policies must contain a 
statement that the group master policy determines 
governing contractual provisions.

Arizona— Rev. Stat. Ann. 20-1691 to 20-1691.6 (19e7)

California— Model pending (1988)

Colorado— Rev. Stat. 10-19-101 to TO-19-104 (1986); 
Admin. Ins. Reg. 86-5 (1985)

Connecticut— Gen. Stat.: 9-174m (1986) (Commissioner 
shall develop regulations to implement)

Florida— HB 478 pending (1988)

Georgia—  HB 1748 (19e8)

Hawaii— SB 545 model adopted (1987)

Idaho— Code 41-4601 to 41-4606 (1988)

Illinois— HB 1491 model pending (1987)

Indiana— Codo 27-8-12-1 to 27-8-12-16 (.987) See also 
Codo 12-1-25-1 to 12-1-25-9 (1987)

Iowa— Code 514G.1 to 514G.8 (1987)

Kansas— Stat. Ann. 40-2225 to 40-2228 (1988)

Kontucky— Modol ponding (1988) Rov. Stat. 304.17-314
(1987)

Maino-Rov. Stat. Ann. lit. 24A SjOSI to 55053 (1986; 
authorizes commissioner to develop rogulalions)

Maryland— Ann. Code art. 48A 354FF. 477GG (1986; 
authorizes commissioner to dovelop regulations)

Minnesota— Stat. 62A.46 to 62A.56 (1986/1987) 

Nebraska— LB 416 model adopted (198,)

New York— Ins. Law 1117 (1986)

North Carolina— Gen. Stat. 58-540 to 58-546 (1987)

North Dakota— Cent. Code 26.1-45-01 to 26.1-45-10
(1987)

Ohio— HB 611 ponding (1988)

Oklahoma— Stat. til. 36; 4421 to 4427 (1987)

Oregon— Rov. Stat. 743.138 (1987)

Pennsylvania— SB 1023 model ponding (1988)

Rhode Island— HB 9178 pending (1988)

South Carolina— Model awaiting governor’s signature
(1988)

Tennessee— SB '926 model pending (1988)

Texrs— Ins. Code Ann. art. 370.1(F)(5) (1987; authorizes 
commissioner to develop regulations)

Virginia— Codo 38.2-5200 to 38.5203

Washington— Rov. Codo Ann. 48.84.010 to 48.84.910
(1988)

Wisconsin— Stat. 146.91 (1987)

Wyoming— Stat. 26-38-101 to 26-33-106 (1988)

No Action As Ol July 1988

Alabama Montana
Alaska Nevada
Arkansas Now Hampshiro
Delaware Now Jersoy
District ol Columbia Now Mexico
Guam Puerto Rico
Louisiana South Dakota
Massachusetts Utah
Michigan Vermont
Mississippi Virgm Island
Missouri West Virginia

a
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The National Association of Insurance Commissioners (NAIC) drafted 
the Long-Term Care Insurance Model Act In July 1987. Thirty-two states 
have reported action In regard to long-term care Insurance, having either 
adopted the NAIC Model Act, enacted similar or related legislation, or de­
vised pending legislation.

This report summarizes the provisions under the NAIC Long-Term Care 
Insurance Model Act and lists the action by the various states.

T he Long-Term Care Insurance Model Act was 
drafted by the National Association o f  Insur­
ance Commissioners to establish standards for 
the design o f  long-term carc insurance poli­

cies. The NAIC model has been adopted or used as a 
guide by states to promote the availability o f  individual 
and group insurance coverage for long-term carc.

Following is a summary o f  the provisions under the 
NAIC Model Act:

Section 1. Pu rpo se . The intent of die act is to protect 
the public while recognizing the nccd_to permit flexibil­
ity and innovation with respect to coverage.

Section 2. Scope. Clarifies the entities subject to the 
act notwithstanding any othcrapplicablc state insurance 
legislation that may be in conflict with the act. The act 
is intended to apply to group and individual policies, 
contracts, and certificates issued cither by insurers, 
fraternal benefit societies, non-profit health, hospital, 
and medical service corporations, prepaid health plans, 
health maintenance organizations, or any similarorgani- 
zation.

Section 3. Title. The Long-Term Care Insurance Act.
Section 4. Definitions. The definition o f  "long-tcnn 

carc insurance" means any insurance policy o r  rider 
advertised, marketed, offered; or designed to provide 
coverage for not less than 12 consecutive months for 
each covered person on an expense incurred, indemnity, 
prepaid, or other basts; for one o r  more necessary or 
medically necessary diagnostic, preventive, therapeu­
tic. rehabilitative, maintenance, o r  personal care serv­
ices. provided in a setting other than an acute care unit of 
a hospital.

T he  act funhcr clarifies "oilier than an acute carc unit 
o f  a hospital" is intended to allow' payment o f  benefits 
when "a portion o f  a hospital has been designated for, 
and duly licensed or certified as. a long-term carc p ro­
vider or swing bed."

"Applicant" means the person who seeks to contract 
for benefits under an individual policy or the proposed 
certificate ho lder in the case o f  a group policy.

Section 5. L im its o f  g roup  long - te rm  c a r e  in su r ­
ance . No group insurance coverage may be offered to 
a resident (of this state) under a group policy issued in 
another state, unless this state or another state has 
statutory a r J  regulatory long-tctm carc insurance re­
quirements substantially sim ilar to those adopted in this 
state.

Section 6. D isclosure an d  p e r fo rm an ce  s t a n ­
d a rd s .  This subsection permits die adoption o f  regula­
tions establishing disclosure standards, rcncwability, 
and eligibility terms and conditions, and other perform ­
ance requirements. Regulations should rccogn i/c the 
developing and unique nature o f  long-term carc insur­
ance and the distinction between group and individual 
policies.

No long-tcnn care insurance policy may:
(1) Be cancelled, nonrcncwcd, o r otherwise term i­

nated bccausco fagco rdc tc r io ra i ingm cn ia lo rphys ica l 
health of the insured;

(2) Contain a provision establishing a new w-aiting 
period in the event existing coverage is converted to or 
replaced by a new  or o t l ir r  form within the same 
company, except when the insured voluntarily selects 
increased benefits;

(3) Contain coverage for skilled nursing carc only or 
provide significantly more skilled carc in a facility than 
is covered for lower levels o f  care.

In tenns o f  preexisting conditions, an insurer is not 
prohibited from using an application form to determine 
a preexisting condition; however, no policy. Other an 
employer’s  group policy, may define "a preexisting 
condition" more restrictive than "a condition for w hieli 
medical advice o r treatment was recommended by. or 
received from, a p rov id^ro f health carc serv ices, w ith in 
six months preceding the effective date o f  coverage."

rSpencer!s re sea rch  repcwr j , S  mi i'llljilnirrjyitnw *
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STATE LEGISI ATION ON LONG-TERM CARE INSURANCE 
fas of March 19891

NAIC MODEL LEG/REG MORE OTHER LEGISLATION AMENDMENTS
BILL STRINGENT THAN PENDING PENDING

MODEL BILL

Arizona California Colorado Arkansas Arizona
Florida Connecticut Kentucky Delavrare California
Georgia Maine New York Hawaii* Connecticut
Hawaii* Minnesota Maryland Florida
Idaho Washington 3 STATES Massachusetts Georgia
Illinois Wisconsin Michigan Iowa
Indiana Montana Kansas
Iowa 6 STATES New Hampshire Maine
Kansas New Jersey Missouri
Nebraska New Mexico Nebraska
Nevada Oregon North Dakota
North Carolina Pennsylvania Oklahoma
Norta Dakota South Dakota Tennessee
Ohio Utah
Oklahoma Vermont 13 STATES
Rhode Island

\South Carolina 15 STATES
Tennessee
Virginia
Wyoming

20 STATES

♦Inadvertently repealed in 1988; has been re-introduced in 1909.
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The HESS Committee considered: CSSB 326(FINANCE)

CS SB NO. 326 (Fin) GRANTS FOR COMMUNITY HEALTH PLANNING
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STATEMENT OF SUPPORT 
April 28, 1990 

CSSB 326 —  Grants for Community Health Planning

Community hospitals and nursing homes across the state support CSSB 326 
as it provides an opportunity for communities and/or regions within the state 
to measure the cost and the effectiveness of their local health system.

CSSB 326 provides:

1. That the Department of Health & Social Services establish a 
grant program under which up to 12 municipalities, Native service 
areas or rural government entities may receive a grant of up to 
$50,000.00 to:

A. Conduct a comprehensive analysis of the local health care 
delivery system;

B. Review coordination and cooperation of community, regional, 
state and federal health care services and programs;

C. Review adequacy of health care facilities;

D. Identify the uninsured and the under insured;

E. Recommend to local, state, regional and federal agencies 
ways to coordinate and maximize the delivery of health care 
services.

2. Communities or regional areas applying for grants must:

A. Have broad community or regional participation;

B. Provide cash and in-kind contributions totaling in value 
of up to 1/3 of the grant applied for.

3. The fiscal note is:

1991 —  $150,000 grants; $37,100 administration - $187,100.00.

1992 —  $150,000 grants; $26,000 administration ■ $176,000.00.

HEALTH ASSOCIATION OF ALASKA

The program is repealed July 1, 1992.

FOR MORE INFORMATION OONTACT:

Harlan Knudson - 586-1790 
Health Association of Alaska 
319 Seward Street, rll 
Juneau, AK 99801

#  #  #
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FISCAL NOTE ANALYSIS (continued)

CSSB 326 (FIN) BY JONES
5/6/89

"An Act relating to grants for community health planning; and 
providing for an effective date."

Contractual funding is based upon the tollowing assumptions:

PURPOSE FY 1991 FY 1992

Grant administrator $21,000 $?1,000
Advertising of RFP 600
Printing 500
Technical assistance work sessions 15,000 5,000

37,100 26,000

It is estimated that a half-time grant administrator will be needed 
to organize and administer the grant program. Funding for this 
purpose is shown in the contractual line to facilitate a 
reimbursable services agreement for use of an existing position if 
such an arrangement proves feasible and efficient. Two year
funding of the half-time position reflects the spread of grants 
over two fiscal years.

Advertizing cost is for notices in major newspapers and by mail.

Printing costs are estimated for publishing a Request for Proposal 
and for application forms.

Technical assistance work sessions would be held in 5 regional 
locations to assist with initial application completion. 
Additional on-site assistance, grant administration, monitoring and 
evaluation would occur as funding allows.

Grant funding assumes a maximum grant amount of $50,000 for each 
grantee in FY 91 and a maximum grant amount of $50,000 for each 
grantee in FY 92. The sum of all grant funding would be limited 
to $150,000 each fiscal year. The total number of grants would be 
limited to up to twelve.



S B  3 2 6  - G r a n t s  f o r  C o m m u n i t y  H ea lth  P la n n in g

I n t r o d u c t i o n
Through the work o f the G ove rn o r ’s  Interim Comm iss ion  on  Health Care , certain 
principles were  d eve loped  and com m ended  to the G ove rn o r  and legislature to guide 
the deve lopment o f heaith policy. One principal fo cused  on ensuring access to basic 
health ca re  se rv ices  fo r  ail A laskans . Another principal em phasized  community 
responsibility fo r  health ca re  and  health promotion. This bill a l lows fo r severa l 
communities, reg ions, o r  combination o f municipalities, non-profit agencies, etc., to 
apply fo r a  grant.
S ena te  bill 3 2 6  fo cu se s  directly on local responsibility to ensu re health care acce ss  for 
A laskans. The bill m ake s  it poss ib le  fo r local health le ade rs  to identify health ca re  
priorities and to coord inate future efforts in reaching th o se  goa ls .

B a c k g r o u n d
Changes  in the cost o f health serv ices , in re imbursement policies fo r pub.ic and 
private pu rchasers , in the econom ic and demograph ic conditions in rural a reas , in the 
availability o f health ca re  providers, and other trends, threaten the a\ ailability o f health 
ca re  se rv ices in many A laskan communities.
In addition, many facto rs  inhibit necessa ry  changes in the delivery o f health serv ices to 
A laska , including:

• inappropriate and outdated regu la to r/ laws
• aging and inefficient health care facilities
• the ab sen ce  o f loca l p lanning and coordination o f rural health services

• the lack o f community understanding of the cos ts  and benefits of supporting 
hosp ita ls and other health service providers
• the lack o f state or reg iona l assistance to a s su re  access  to care that cannot be 
provided in eve ry  community, and
• the lack o f clarity o f state health policy ob jectives.

T h e P r o g r a m
This p rogram  is des igned  to utilize a  method for strengthening health se iv ices in 
A laska by working directly with communities. The mode l p rogram , deve loped by the 
University o f W ash ington S choo l o f Medicine Rura l Health Office, includes four 
p hase s :

• C om m u n i t y  s e le c t i o n :  Any community desiring to participate in this 
p rogram  may initiate a  request to the administrator o f the program, designated 
by the Sta te .

B i l l  Summary



• C om m u n i ty  a n a ly s i s :  A thorough and intensive study will be made of the 
health sen/ices system  in each participating community. This will include a 
management and  financial study of the community hospital and/or nursing 
home; a  market survey ; a  needs assessm ent; and o ther community analysis that 
may be d eem ed  important.

• S t ra te g ic  p la n n in g :  A strategic plan will be d eve loped  for the community, 
involving all e lem en ts  of the health serv ices de livery system.

• Im p lem en ta t io n  o f  th e  p la n :  P rob lem s indentified in the planning p rocess  
and changes in serv ice configuration will be implemented .

Each grantee will d eve lop  a  long-range plan covering the local spectrum of health 
serv ices. It will be the grantees' responsibility to involve a ll m a jo r health care 
providers, business leade rs , public officials and other community leaders , to deve lop  
the project design and  to ove rsee  and implement the program . G ran tees  will a lso 
participate in the financial support o f the program with a  one-third match in cash o r  in- 
kind contributions.

A p p r o p r i a t i o n

In this act, the state o f  A laska will appropriate $187 .1  in FY91 to support the program, 
$ 1 7 6 .0  in FY92 . G ran tees  will receive up to $ 5 0 ,0 0 0  each . The bill a l low s for one-half 
o f the grants awarded by the Department of Health and Soc ia l Se rv ices to go to rural 
a re a s  with special n eeds , a s  defined by the department.

O ther costs include funding a ha'Mime grant administrator, advertising o f the RFP , 
printing and technical ass is tance work sess ions . Communities will be expected to 
contribute 33-percen t o f  the total grant appropriation in cash  o r  in-kind contributions 
(see  attached fiscal note ana lys is ) .

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

The Department of Health and Socia l Se rv ices shall estab lish the A laska Rura l Health 
System s Pro ject. The Department may contract with a  third party to carry  out the 
implementation of the legislation where this m akes most effective use  o f available 
expertise, avoids duplication o f efforts and p romotes econom y o f resou rces . The 
Department will d eve lop  a  list o f appropriate resou rces and  consu ltants to assist the 
grantees .



December 1989 
Bruce Amundson, M.D. 
Associate Director 
Community Health Systems

The Community Health Services Development (CHSD) strategy 

for assisting rural communities is a product of the 

University of Washington Rural Hospital Project (PHP). This 

four-year demonstration project was designed to develop 

approaches to stabilize and improve health services in a 

sample of six rural communities in the states of Washington, 

Alaska, Montana and Idaho (WAMI). The RHP emerged out of a 

recognition that the stability of rural health systems in 

the WAMI states was being threatened and one symptom was the 

increasingly tenuous status of rural hospitals that exist in 

the majority of rural communities in the four-state region. 

The basic premise of the RHP was that the hospital could be 

used as a point of entry into the community, a way to engage 

community leadership in a fundamental attack on the issues 

threatening health services in that rural community.

Although the community hospital is often the focal point for 

community agreement ("contract") to work with University of 

Washington/AHEC staff, the CHSD strategy includes 

strengthening all elements of the community health care 

system. The Community Health Services Development cycle has 

been completed in all six initial communities, and a formal 

evaluation of outcomes is currently underway. The CHSD

Exp lana t ion  o f  UW Program 
Or. Bruce Amundson



approach has been used in an additional 14 communities in 

the WAMI region.

Seward, Alaska was one of the original six RHP communities. 

A discussion of why Seward applied to participate, the 

issues the community was facing and a review of its 

accomplishments can serve to demonstrate the potential for 

this community-oriented approach.

Why__Sew_a_rd .applied. as_a Rural Hospital Project Demonstration 

coimmuty:

All participating communities were rural with hospitals 

under 50 beds. The hospital had to be experiencing 

financial distress in order to be selected.

In 1984, at the time communities were polled for their 

interest in partnering with the University of Washington 

School of Medicine, Seward faced the following problems:

The small population base in Seward created severe 

limits on the range of health services and 

financial resources available to support those 

services; in addition, there was substantial out­

migration by the service area population for 

hospital, physician, dental and other health 

sorvic ~.



The hospitals long-term financial viability was a 

major concern. The loss from operations for FY's 

1982 and 1983 totalled $650,000.

The hospital facility had significant structural 

deficiencies in building, equipment and safety, 

with no capital reserve to modernize.

Physician recruitment and retention had been a 

problem for many years. The number of physicians 

the small population could support was so small 

that physician stress and burnout was a recurring 

problem.

The hospital board of trustees had not conducted a 

strategic planning process and was generally 

feeling overwhelmed by the responsibilities for 

stabilizing hospital and health services for the 

community.

Public satisfaction surveys of health care in the 

community revealed major problems with confidence 

and quality. This clearly contributed to patient 

out-flow to other communities for services.

A lack of cooperation and coordination among the



major health care providers in the community was 

noted.

Various hospital financial practices and policies 

and practices are inadequate, including a very 

high accounts receivable.

There was a high level of dissatisfaction with 

pharmacy services in the community.

There was substantial dissatisfaction with 

alcoholism and mental health services, with 

massive out-migration to Anchorage for these 

services.

The scope of medical services provided at the 

hospital was smaller than many hospitals of 

similar size. No surgery was being performed at 

that time, and a large portion of obstetrical 

patients were leaving the community for care.

In summary, approximately 40 significant problems, including 

those listed above, were documented by the Rural Hospital 

Project team when health services in Seward were analyzed 

carefully. Not surprisingly, the small cadre of health care 

leaders in the community was experiencing immense


