


Page 6
Legislators
February 2, 1Sr89

Table [Illshows Utah's opremium increases have been lower on
average than the western states we surveyed. PEHP's requested
premium increase, when the benefit reduction is excluded, is close
to 31* or the average premiumincrease being projected by other
western states in Table III.

Additionally, we compared selected Utah insurance companies
against PEHP's rate experience. Table [V shows premium increases
within Utah.

TABLE 1V
Comparison of Hate Increases by
Carriers Located in Utah
Company Annual Premium Growth Rate Estimated Benefits
For The Past Five Years Increase FY 90 Modified
Company A 7.5% N/A Yes
Company B 247 15-40* No
Company C 9.7 15 NO
Company D 10.1 21 Yes
Company E 8.8 N/A Yes
Average 12.2 21
PEHP 6.6 21* Yes
Medical CPI 6.7 N/A

* This figure does not include the one time appropriation requested
and the decrease in benefits.

Several companies have recently experienced significant
increases making the average higher when compared to PEHP. However,
the data show PEHP's premium increase experience is similar to the
premium increases being experienced in the local market. For
example, one major Utah insurance company informed us that the
average opremium increase over the past few months for the companies
it insures has been increasing approximately 30 to 31 percent
without changes in benefits. Most insured groups are modifying the
benefit package to keep the 30 to 31 percent increase down in the 20

to 21 percent range.

Company B reported the highest growth even though it reports a

low reimbursement rate schedule shown on Table | and in the
Appendix. This would suggest that other factors than just a low
reimbursement rate will impact increases in premium rates. 't
appears that low reimbursement rates mayresult in additional

utilization increasing the 'mount of claimspaid by an insurance
company.



Page 7
Legislators
February 2, 1989

Company B reported the highest premium rate Increases even
though it reports the Jlowest reimbursement rate schedule shown on
Table | and in the Appendix. This would suggest that other factors
than just a low reimbursement rate will impact increases in premium
rates. It appears that Jlow reimbursement rates may result in
additional wutilization or more expensive procedure codes billed,
increasing the amount of claims paid by an insurance company rather
than lowering <costs. A company B official said the company
experienced higher wutilization than expected resulting in the need

to increase premiums,

Several factors have contributed to the large rate increases.
Utilization of health care services, technology advancements,
medical inflation, and the growth in psychiatric hospitals have all
been cited as causes for Utah's increasing health costs. Also, most
of the literature and professionals in the field said the growth in
health care costs may continue for a few more years.

PEHP has two major factors to consider when comparing premium
costs. First, it is the only self-administered and self-insured
program among the western states. Some of the other western states
are self-insured but are administered through an established
insurance company. Self-insurance supposedly lowers premium cost:,
since the group accepts the risk c¢f controlling wutilization and

claim expenses.

Second, PEHP has experienced past losses due mainly to claim
expenses exceeding premiums collected. PEHP, along with several
other companies, needs to rebuild reserves which were lost during
the past two years. The Legislatures decision will determine the
length of time PEHP is given to rebuild reserves and will directly
impact the level of the premium increase required this year.

Administrative Coats

PEHP administrative ~costs are low when compared to other
self-insured plans. Our review only focused on administrative costs
associated with other self-insured programs. Although we focused on
just self-insured programs, the other programs havo wide variations
in the types of programs they administer. Thus, it is difficult to
directly compare administrative costs. A more detailed analysis of
costs is needed to determine why PEHP administrative costs are low
compared to other companies. Table V compares the administrative

costs as reported by various companies.
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TABLE V
Comparison of Adniuistratire Costs Between
Self Insured Carriers For Health Care
Carrier Administrative Costs as a
Percent of Total Costs
Company A 6.3%
Company B 7.0
Company D 6.4*
Company E 9.3
Company F 5.1
Simple Average 6.8
PEHP 3.5

* These companies also administer a 401K plan to employees as well
as other programs.

PEHP average is below the reported administrative cost of all
the other companies with self-insuiance programs. Actuaries in the
field of health ~care indicate any administrative cost below six
percent s considered very good in the self-insurance area.
However, we did not determine if additional administrative costs
woul"  result in oferall savings to PEHP in claims paid. For
exan..le, additional staff to conduct more pre-and post-audits could
potentially reduce claims but would increase administrative costs.
This type of study would take several months to complete accurately
and might not be conclusive even then.

We hope this letter provides yoj with the information you need
on these issues. [f you haveany questions ofr need additional
information, please let us know.

Sincerely,

Waynci L. Welsh
Auditor General

WLW:CF/syg
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Trust group* Jofcedfw system. Exempt** of on* fcn* experidira* kndudad In fa ooate
Pre®®n*a @w 8 »"® oompuft®r #y i@ Wnrpuf®, VY pcTiraCiv w*o SMY\RR® so* *U 0®@w
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PART ONE
OVERVIEW 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/or helps to contain overall costs of the
program. Generally, legislation is enacted (see Section C Part 2 for a Review of SB254) to
create an entity that provides the coverages needed, and oversees the operations of 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 Maine Oregon
Florida Minnesota Tennessee
Hawau~, ( Montana* ACltaJ*”
lllinois Nebraska Washington
Indiana New Mexico Wisconsin
lowa North Dakota

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



Some of the advantages of pooling:

» Economy of scale

Eliminate duplicate or multiple plan costs

* Provide' for pla.t Flexibility/Plan 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 of expenses

+ Data collection

Allows an easy system for tracking trends, abnormalities or impacts on health
care expenditures, instead of 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 of actual cost

shifting.



» Could still utilize third party vendors for service
This would retain the integrity and cost economies that are necessary in these
types of programs.

CONCLUSIONS

By utilizing the pooling concept you would have the best of aU worlds, including
centralized information, substantial savings, predict future cost/trends and probably
improve service to all 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 of 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 all 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 largerbase of 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 of the pool (Sec. 21.77.010).

* Revise bill to remove requirement to be licensed as an insurer under AS21,
remove the Authority from title 2L (see 21.77.030.).

* Revise purchase of insurance requirement to remove clause “that it has to be
sent to all 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.).



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

Pool should have the ability to-aee« members and or issue bonds to fund
benefits or establish adequate reserves. (See 21.77.070.)
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PART THREE

FEASIBILITY OF POOLING HEALTH CARE IN ALASKA

As a long term cost management strategy of 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 of 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 of hurdles to be crossed in getting any pool in place and effective
Alaska will be no exception to t.ese.

+ Passage of Bill
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 of 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.



o Set up and operation of Authority

The success of the Authority will be measured by the effectiveness of its
membership and participants. The Authority will have to rely on the expertise
not only within, but also outside consultants, actuaries, administrators and

providers. Only as a complete partnership will 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 of total health care expenditures outside

of the pool);

1- 3% Simplification of Administration
13+ 40% Provider payment schedules/agreements
5- 7% Recognize tronds adjust quickly

1- 3% General economics of scale savings (misc.)

22 - 33% Total savings estimate: up to 50*100+million dollars.

This does not include the sentinel effect that would generally slowmedical inflation for
the state phn.
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PART FOUR.
SUGGESTED TIME LINE FOR IMPLEMENTATION OF POOLING

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

First Month

Selection of members
Organization of Authority/Ist meeting

Second through Fourth Month

Evaluation of services required - (RFP those Services)

» Selection of certain service providers (actuarial/consulting etc.)

* Review of 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)

Outline to sub-groups the impact to their gTOup(s)

» Select provider payment strategy
Eighth through Twelfth Month

RFP Third party vendors

Determine/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 Mexico schools have found a way to reduca group health
insurance premiums while increasing everyone's benefits.

How was this accomplished? Through passage of legislation
creating a statewide Insurance Authority to provide insurance for
all school districts. The resulting grcup site and stability
created insurance company interest which had never existed before.
Also, the greatly increased technical expertise, which is
affordable to a large group, meant schcol districts were no longe
at the mercy of insurance companies.

In 1984, after several years of rapidly escalating group
insurance premiums, the New Mexico education community made ar.
assessment of its situation and possible solutions. For many
years, the NEA-New Mexico had been sponsoring a voluntary croup in
which about 70 of the state's Sfl school districts participated®*.
The largest districts generally did not participate. The*grcup ha
little stability since many districts would leave the group when
their claims experience was good enough to secure a lower premium
standing alone and would return to the group when claims experier.c
was poor. Both the NEA group and the districts, which obtained
their insurance coverage independently, felt they were at the mere
of insurance companies with insufficient technical expertise to
adequately deal with company actuaries and insufficient means to
curb rapidly increasing medical costs. The state School Beards
Association and a group of superintendents had also spent much of
the previous year investigating solutions.

The solutions identified were a joint powers agreement among
those districts willing to participate cr legislation which would
contain some mandates for participation. Representatives of schoc
districts voted on these two options plus a status quo option and
overwhelmingly chcse the legislative route because of the strength
and stability it was hoped that would provide to the group.

3ecause the state was facing a financial crisis, it was net
possible to secure funding to support the Authority during its
first year of existence. Funding for subsequent years was handled

by using part of the interest earned from premiums held by the



Authority prior to transmittal to insurance carriers under a
partial self funding procedure called minimum premium.

Through the Governor's office, the Authority was able to
secure the services of a loaned executive, who was the employee

benefits manager for a large government contractor. This*
individual lobbied the bill through the legislature, wrote
insurance specifications negotiated with insurance companies and
performed general staff responsibilities for the Authority. Each

education organization represented on the Authority financed the
attendance of its representatives to Authority meetings during the
first year. O ffice expenses were provided by the O ffice of
Education to which the Authority was attached during its first
year.

There were seven members on the original Autho”-'ty board - -
three representatives from labor, three from manac-ement and the

director of the State O ffice of Education. The labor and
management board members represented organizations and were chcsen
by those organizations to serve on the beard. Because the

Authority decided to cover retirees and other educational
institutions, the board was expanded in the second year to include
a representative from the New Mexico Educational Retirees
Association and a representative nominated by participating higher
education institutions. '

The three coverages tackled by the Authority in the first vaar
were health, including a $10,000 life coverage for employee onlv;
dental and vision. Draft specifications were prepared for each"and
were circulated to all school districts and employee organizations.
W ritten comments were requested and hearings were conducted prior
to development of final specifications. These specifications were
sent to potential bidders in the form of requests for proposals in
order to allow maximum fle xibility when negotiating with bid
finalists.

Seven major insurance companies submitted bids for the health

insurance. This compared to only one bidder that had been
interested in the NEA-New Mexico sponsored program the last time it
was bid. These companies stated that the reason for their

increased interest was the staailicy of the group wnich was assured
by the legislation.

A waiver system was provided in the legislation in order to
allow districts which could secure equal benefits at less cost to

opt out of the group. This has been a controversial feature and is
included primarily to make the concept salable to the legislature
and reluctant school districts. Districts must receive the
Authority's permission to opt out. They cannot re-enter the Dlen
for three years and if a district opts cut for one coverage, it

must petition for any other coverages ana its retirees are not
eligible for coverage.
-2



The benefit plans which were bid are better than any school
district previously had. Despite this, the rates from the
successful bidder were sufficiently lower that nearly every school
district was able to add vision and dental coverage for no more
cost than it had budgeted for health insurance alone.

Once the employee group plans were in place, the Authority was
entering its second year and preparing itself to enter the world of
risk-related insurance. The first task was to broaden the statute
which created the Authority so that property, casualty, liability,
and other coverages could be bid. Many other changes to the law
were also made to reflect the experience the Authority had undergcr.
during its first year of existence. The waiver procedure was
modified and the Albuquerque Public Schools removed from coverage
by the statute.

In its second year, the Authority secured an amendment to the
original law which removed the administrative attachment to the
O ffice of Education and made the Authority an independent public
body. Except for being represented by the Attorney General's

O ffice for purposes of litigation, the Authority purchases all its
services from the private sector in accordance with the State
Purchasing Act. This has been accomplished through issuing

Requests for Proposals which allow for negotiations with those
submitting the best proposals. At this time, the Authority has
service contracts with two third-party administrators, one for
group insurance and one for risk-related insurance; a lease
counsel; a secretarial service and a bank.

The Authority has been in court twice.The Albuquerque Public
Schools appealed its denial of a health insurance waiver to the
Court of Appeals which held that the law, which required school
districts to certify that they could obtain equal coverage at lower
cost, did not allow the Authority to question "the accuracy of the

claim . The law was amended in the next legislative session to
require proof of the certification and to remove Albuquerque from
coverage by the Act. A group of independent insurance agents

currently has the Authority in court questioning the validity of
the law which created the Authority.

The strength of the Authority comes from the unity of the
education community behind the concept and the extreme necessity
for some sort of solution to controlling insurance costs and
securing insurance coverage in some of the risk areas. Seldom has
the education community ever been as united as it has been around
this issue.

COST CONTROLS

One of the methods used to con-rol costs was the employment cf
some cost containment features designed to lim it or eliminate hospi



stays. These include second-opinions for elective surgery, 100%
payment for out-patient surgery and pre-admission and concurrent
review of the length of hospital confinement.

These features have not had the effect of limiting benefits.
They, instead, have helped make school employees better health care
consumers through a plan which is the state-of-the-art in health
insurance at this time. One re ison for the selection of the
Prudential Insurance Company to handle the Authority's plan was
that Prudential was a pioneer in the field of cost containment.

Previous attempts at controlling costs in other plans had
involved cost shifting features such as higher dc-ductibles, higher
stop losses and lower surgical schedules. These plans merely
shifted costs from the insurance company to school employees.

The Authority's insurance plans have also involved alternative
funding approaches designhed to maximize cash flow and reduce net
cost. These have included a minimum premium feature in which the
Authority retains the premium collected and allocates it to the
insurance company on a weekly basis as it is needed to pay claims.
Partial self insurance is being used in the risk related area to

reduce net cost. Complete self insurance is the ultimate goal when
a sufficiently large cash reserve is accumulated. A method of
creating that cash reserve immediately through a borrowing plan
called certificates of participation is being investigated." If it
can be demonstrated that this will result in net savings to school
districts, the plan will be pursued.

3ENEFITS

The following are some of the benefits gained from creation of
the Authority:

A. What had been a proposed ten to thirty percent group
insurance premium increase was not implemented on
September 1, 1985, creating a savings of approximately

three million six hundred thousand to nine million
dollars.
0

3. Health insurance premiums decreased by four million one
hundred thousand dollars, yet overall benefits were
improved.

C. Dental insurance premiums decreased by one and one half
m illion dollars, yet overall benefits were improved.

D. An affordable vision care benefit plan was implemented.

E. School districts, which had never been able to afford

dental and vision insurance were able to implement
programs.



F. School districts which were in danger of losing their
property, casualty or liability insurance were able to
retain their coverage.

G. Many retired school employees, who had lost their group
insurance at retirement, were able to get coverage again.

H. A group was created, which had the size and stability to
create insurance company interest which had never existed
before.

l. Risk-related insurance premiums which had increased an
average of 53% in 1985-36 and which had been projected to
increase by an average 27% for the 1986-37 school year
were held to no increase and many programs which school
districts were going to have to reduce or eliminate in
1986-37 could be reinstated.
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The Legislature, which had been most cooperative while passing
the legislation creating the Authority, remained very cooperative
during the second year. This is attributed to the show of strength
.by a united education community and the extraordinary success
experienced by the Authority during its first year of operation.

The contribution of the loaned executive must be recognized as
the most important factor in the success of the Authority.~
Undoubtedly, the project would never have gotten off the ground
without his determination, expert guidance, firmness and vision.

The contribution of the Office of Education must also be
recognized. The original legislation attached the Authority to the
O ffice of Education for purposes of administrative support/ All
secretarial and business management services were performed by the
O ffice of Education. In addition, the director of the O ffice of
Education served as President of the Authority since its inception.
His background, expertise, resources and the status of his office
have helped immeasurably in making this effort a success.

Credit also goes to the Attorney General's O ffice for
representing the Authority in its court battles; to the Legislative
Finance Committee and the Legislative Education Study Committee
staff for keeping their committees informed and assuring that the
committees hear both sides of issues involving the Authority; to
the Risk Management Division for its moral support, information and
expertise; to Governor Anaya for supporting the Authority in the
face of criticism from detractors; to Representative Ben Lujan for
carrying our legislation in 1985 and 1986 and to the State
Purchasing O ffice for helping us achieve the greatest possible
flexibility in dealing with insurance companies while complying
with the Pure! sing Act.



The organizations which comprise the Authority Board must also
be recognized. These organizations funded all the expenses of
their representatives during the first year. These organizations
and the school districts by which their representatives are
employed have provided much release time for Authority Beard
members to attend committee and Board meetings.

An added benefit which has resulted from all this cooperative
effort has been an increased trust and respect among labor and
management organizations. Hopefully, these healthy relationships
w ill lead to future cooperative efforts in other areas.
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Health Insurance

costs rise feverishly

Workers at a loss as employers cut back on benefits

By HAL BERNTON
Daty News reporter
L

este(r Snow ﬁ
wor as an Alas
disc Joc e¥)
years, and one enefrt he
always counted on was
healt Insurance That
meant a } Snow _ be-
cause hrs WI% Jennifer,
has a serious heart condi-
tion that requires medica-
tion and close monitoring.
en %st February,
Spow got nows rom
hla employer Sourdough
Broadcasters Inc. .Qwner
Patty Ifarpel said she

couldn't afford the 70 per-
oengprrce Increase demand-
he companys Insur-

ed
er, and couldn't find a
cheaper alternative. Group
Insurance for the statjon's
15 emgloyees would be
dro§pe

now fell back on a
Veterans Administration
policy to cover his own
ailments but he also needed
a famrly pol cm for hrﬁ

d two teen e chi ren

e found Jennr er's heart
condrtron drove the cost of
that olrcy out of sight,

amify s nothin

5&5:% ||r mrrf\ivnt%fiye?ll

(

Risin Me ical Costs
th%mﬁq%&ca\ o]svs confumar
POCA InIt INAncho

vV
\
* e ™ -a
! I /o LI
*
l,/ /,»V
g

|di>|t]i

DIk Jockey Lester Snow wee left acramblino when Me employer was forced to drop health benefrts for employees

Vo.i tu%t Hon'f i«rl »mnl P

Kst tisHIriihriu

ER: Iloliday hills 1B 6

100, percent, according to
brokers Walt Baldwin.” Hill
Pourrrnglon and Dave Sltat

Those ratr Inrreaes
have pushed the cost of
many Alaska npolicies far
above the national average
For an Alaska Rar ro?
unron worker and amrg/
or exnmple, the total +-€4
ol annual Insurance
55,815, .more than double
theI national a\trera e|

n years past, e nvrrs
trredyt% p% p
creases by changing to
other insurer ~ But thrs
year, lie market's tight-
ened and frndhgn got er
Insurer smuc arder [s
do, saF Baldwin.

Employee exams oli¢cn
ore required before new rn-
surers agree Io wrrte

Po(lrcre d dFI

back away or refuse
to insure already existing
conditions.
The cost of Indrvrdllral
Polrcres — ﬁ
hose ose cm oyi-T'i
don't of er Insyiance - al
so It soaring Ulue Cross of
WashrnPton and Alaska, n
ina or (fate Insur% is sci k
ng sn average /0 penanl



Bh disc Jockev for 19
yean, and one benefit he
always counted on _was
health Insurance. That
meant a lot to Snow_ he-
cause his. wife, Jennifer,

has a serious heart condi-
tion that requires medica-

tion and close nunltoring
Then last February,
Snow got bad news from
hts employer. Sourdough
1‘,-t(%adcalllsters |Inc. ,gwnﬁr
a arpe| said = she
coultyn‘t affgrd the 70 |>er

cent price Increase demand-
ed by the company's Insur-

er, and couldn't’ find a
cheaper alternative Group
Insurance for the statjon's
(IjS erg&aloyees would be

rospp .
now fell hack on a
Veterans Administration
g_ohc to cover his own
ilments but he also needed
a family policy for his wife
and two teenage children,
He found Jennifer's heart
condition drove the cost of
that Poh_cy out ot sight
"My tamily has nothing,"
Snow says” "If we have a

catastrophic accident or ill-

neslsl, Lwill be up against a
w

now is experiencing the
harsh edge of a new Alaska

business trend — the slash-

ing of employee heaith-carc
benefits.
Throu%;hout the slate —

and particularly in Anchor-

age — employers already
re]:celmg from Several bye_ars
of recession are bein
Snell-shocked by fhuge
nual Increases In the cost of
health-care benefits

They're respondin bg/
eng-

cutting hack on these
fits and forcm% emglozees
to share more of the costs,
and In some cases drog{)lng
such coverage altogether.
And they're”Joining” a de-
bate alréady In Brogress
among Insurers, those who
offer ‘medical services and
state officials about why
rites are skyrocketing and
lust what can be done to
control them

Often hit hardest by In
creases are small employ-
ers alre?_dy oPeratlng on
thin profit”margins

an-

AD-W» |
Disc (ockay Lester Snow was left scrambling when hla employer was forced to drop health benefits lor employees.

"Vou Just don't get good
rates if you have anyone
with medical problems,
aays Harpel. the station
manager. "And you never
know"how long you will be
able to keep anpollcylbefore
It's canceled and you're out
on the big wide ocean
(Ieoqumg for another lifrsav-

A slate surveP/ estimated
that t0.000 working Alas
kans and their deFendents
lack any type of health
Insuretlnce —b|e_|t er from
rivate or public sources
pThe staPe's shrinking

health-care covera?e r? ré-

sents a sharp reversal from
the boom yean of the early

‘80s, when Alaska employ-

ers — hoth public and pri-
vate — dev|eeope§ somepof
the nation's best health
benefits to help recruit
workers from the Lower
48 Manl}/ |#)olmles Wer?
what Insdrance agents cal
cadlllacs.* featurmkg mini
mal outof-the pocKet ex
penses for employees

But many of the "cadil
lacs" are turning into hum

lives," says Bill Quinn, a
union leader who serves on
an Alaska Railroad Corp
Insurance commjt-

ble Fords and Chevys. or
worse, as employers ‘strug-
le to cope with” the rising
syrance costs That haS

Issue In slate, munic-
;| yrivate  sector
union negotiations, and In

h
ce)a with wha
health Insurance we want
when we retire, but wheth-
Ietr"we'll be able to afford

The Alaska health-care
Inflation parallels a nation-

ready have drafted
to credte a new stale health
Insurance corporation.

a serious proplem,

fare for the rest “of our

dasgsiii

appears to be particularly
acute

Three nationwide
surveys reported _by Bus)-
ness ‘Insurance, The Wall
Street Journal and Health
Week cited avera§e 1989
[ncreases of I to 2 Eg)ercent
for group nhealth plans

_In"Alaska, a few compa-

wes contact?dtgy the Daily
ews reporf they've man
aged to phold th)el ling on
health costs Alaska Com-
mercial Co., for example,
an Anc_horage-based mer-
chandising Chain employ-
ing 450 people, this yedr
reﬁ_orts no Increase In" its
olicy premium, _
P "\I\)le Fgnana?e the benefits
very carefully.” says Sam
Salkin, Alaska Commer-
cial's president "We have
medical) authorisation pro
edures, second opinions,
But Alaska Commercial
It the exception, not the

norm.
Three maLor Alaska In
surance hrokers indicated
average 1989 incrrasrs of 30
to 60 }ercent are the norm
And some increases top

Those  rate  Increases
have pushed th* cost of
rrban\)/ Alaska, HO icles far
abov* the national average
For an Alaika Itallroad
union worker and family,
for example, the total cost
of annual Insurance s
85,845, .more than double
the national average

_In"years past, rmployers
tried t% dohdge_ratte in
creases by changing to an-
otpher _I_n)éurer_ ngt this
year, liie majkct's tight-
ened and finding another
insurer 1S much “harder in
0, says Baldwin

Fm IQ}/ee exams often
are required before new In
surers agree to write the
Pollues, and If they don't
ike what they find, tinn
theY bark away or refuse
to Insure already existing
conditions. o

The con of Individual
Polmes — a fall back for
hose whose em onerf
don't offer Insurance — al-
s0 Is soaring Blue Cross of
Wa,shm%ton and Alaika, a
major state Insurer. Is seek-
!*an average 7? percent
Jump in the cost of individ
ual _insurance policies

The point "Is not just
that it's expensive, but
whether It will _even he
available," said Paul Roll-
er, director of the state
Division. of Insuranre
"People Just cannot alfoid

n

those rates.”
. The debate over Alaska's
rsing ﬂea?tth costs 1S O‘Ften
dominated by discord

Doctors say their Alaska
costs are. high, because
overhead is much higher
and they point the finger a
insurance companies

"] think ap lot of the
problems, from the physi-
cian's perspective, arp gen-
erated’ by the insurance
companies." says Rirhaid
Neubauer. an "Anchorage
internist "They set up a
lot of obstfx%l_ef for r_omgt
payment of bills, and in.tsl
rnire the amount of paper-
work

Pleat* ten Page B 3 HEALTH
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HEALTH INSURANCE: Employers cut benefits in face of rising costs

Cownyd from Pag* B-1 |

"Thry tat up quality in-
surancey r,ogrparﬂs. r)e!wew
types. of things, and call for
justification )

Broktr Purnailoa, ac-
cum Blur Croti, t major —
and non-profit - A-aaaa in-
lurer, of predator pmm%
— cuttini ritrt srmeo' majo
competition thowt up tfitn
jacking. them wup one* that
com{]_e ition | mje In IS8S.
for tiamplt. Blue Cron cut
many of "itl group rater to
help“fend oft an unsuccessful
atte,mPt by Humana Care
PI'jj to grib a pice et the
Alina market )

Stephen Clark _executive
vtc* preaident of Blue Cron,
saYs the problem doesn't lie
ta-lth the iniurance compa-
nies He lays Alina doctors
and hospifals charge much
m%rethth,an in the Lowter 41,
and their company just pas-
ses through tﬂe ijer-m?lat-
ing costs “Alaska laboratory
tests, for example,,averaged
12 percent higher in Alaska
tdsrn Washlngton, according
to Blue Crel data. .

If w* are to cootain th*
exctssive costs ot bealth car*
us Alaika, we've got to work
In unison with ‘th* Physr
cianl. hospitals. employers
and individual tubscnoers.

ark says,.

Slate glfictals don't kee
detailed financial data on all
of the more than 10 insurers
selling health insurance in
Alaska But they do monitor
Blue Cross, due to its special
status as a non profit medi-
cal service corporation And
In 1917, the last year In
which financial inlormatloc
Is available, state records
Indicate Blue Cress roughly
broke even in Alaska, pay-
ing out id million in claim’s
and administrative costs and
taking us the samr amount
|n£rem|ums.

etna Life n Casualty, us
areport to a state tasx force,
indicated that since 1989. the
Insurance plan covering
stale empIoP/,ees lost more
than 110 miflion. o

State insurance division
officials nt* jcvrral major
national trends forcing UR

* cost of Alajka healt
maunnct They include

+Th* us* of evermore-
costly technology to exam-
ine. “trait and pro_lonﬁJ the
[ife of patients, including
victims of AIDS and other
terminally ill patients

Our ” society hasn't

rescued the point yet where
»i ci» we can t allord to
amort th* cost of a heart
transplant for a 94X**ar-old
guy vc, s heen smoking six
Facks it cigarettes all' his
ife." «ayt Warren Dvorak,
benef ti manaqer for the An-
chorsi* School C.str.ct

o [tnreaied salines to
help eoioitait and oiarr in-
stitution! -fesi with an ever
more sever* morns*  of
nurses and other medical
personnel

+ Cost shifting At the
federal gO"*rnm*c! cuts

Maturity
60 Days

A r> .

back on Medicare and otber |
medical paymtnlt. hospitals  th
are trying
raising _fates for
with_private insurance.

quiring employer! to extend
tecporary hedlth benefits to
former employees and full
benefits to some teasonal

and temlp.orar emplf%eefsueI

the inflation. according to

the state insurance division,

industry officials and a draft
report 0t the Governor's In-

EenLn Commission on Health
ar*,

coit 0
Insurance — both for doctors ﬁ )
hospitals — have been health-care plans tn which
passed on to health care con- :
sumers And the threat of
damage suits has prompted
more ~ defensive medicine
Doctors order additional, at
times unnecessary, tests and
exams to help ¢
from patients who might lat-

ears, a_major increase_ In
he use of an ‘ever-expanding
array of Alaska nealtb care
services Las: year, for ex-
amrl*. Charter’North Medi-
cal Corp opened an expen- ar*
sive  new (

to patient treatment “of _dis-
turbed children, That
rompted a more than Pou- Ing
ting' of admissions from
stat¢ employees and their
families And hospital char-
ges to th* state’s insuranc*

rogram s
g32 448 m fiscal year 1987
to S1.2 million In fiscal year

1911

Th* Increased us*. Indus-
try officials say. also results
from S(lj(lttlsh 4
—in a down economy — fear
for JO% |
make sura any nesllh prob-
lems are dealt with while
they_still have covera

to has cauSed a big increat*
m free medicine by the hos-
pitals Within the past three
years, Provident* ,osPltaI S
unreimbursed medical se

vices jumped from 17 mil-

Most Americans have

health insurance

ORI OHS, Ty«

AMMICAMS COVIHID

BYJ1 e et ¢

\ Lois m< it) tsee ast« stu
US*ri khi Inare

0 compensatt by m
patients i

+ Recent federal laws re-

Eegior.i| trends ‘a

-Hu'ge increases in the
Alaska malpractice

decide to sue

« With the past three try.

facility “for

soared from

s«cunty. and want to

ser-

Rate
8.75%

n AAn/

jon to 117 million During
same time penod. HU-

on
a

who can afford to pay. state
officials ssy.

revolution in health care de-
livery. In many malor urban

rams,

doctors and hostpltal, ?_uar
antee services for a fixed
fee. Other programs involve
doctors and
team up :
discount services
fotect them %TjasPngeessfor Urge volumes of

In the hesltb-care indus-
such programs are

%ort omeatnaged ca(,\e’." hs_ays : f L, then
oug_Hastings, a Washing- new policy ‘w r

ton.gD C, att,%rney sptulll? e new oLy hou RO
In hospital and health tor, "said Clark, the Blue
care Issues, "And most ex-
eve,”s Hredwt that growth Aetna and
il cont

rams are in their Infancy
hat's due, In
state's |solation, and sparse
population, which max* it
difficult to organist large-
volume health
workers who grams

such
%e and outright hostility '

< The sagging economy al- extremely heppy thet those
things hdve not'come here."

Anchorage Daily Newt  Surchy, Jenary
Trad
Susp

Youlustdon'tt%etgood rates ifyou SOUCV

have anyone with medicalproblems.

And you neverknow how long you will  10* aeg’ei 7

i it' CHICAGO

lc)gnacbellgdtogeep a policy before it's ctd i

' — Patty H*rp«l traud. in'chi

) ) [lon-dollar ¢

said Neubauer. the inter  er large em[nloyers tures Inc
! The” employérs who pur- door-to-door

mst. MaYbe th* cost of

: go. down, taut
so will th* quahtP/ of care
?tn‘q I'm not sure It's worth mer to

chase such uyiscount_ed ser- mg to prett
vices use an _economic ham- cooperate
insure  their egents

Insurance wil

re1mpl,0tyTesEgo|to the right tDepartlme
; ospital Employees pay a veteran Ira
Neubaver laid the man- uPacs, cbd | they Bnd Who i head

aged care syitemj tend to e

referred hospital, a gatton. am

?253%" s?cukt (91035 th‘”&“ meare mucnp higher dedu-p‘-*-'- if gress_ed rac

netd lots of expensive tre%?,- thesvugﬁtenlgntshewce%? 8{ﬁg’,']dewhe0\"

ment that will cut away the ¢ oitd HARS HETE ¢ trading pits
rofits from a prepaid or da , g

giscount lan mid '80s. and as ratts rue. Board of Tra

plan. eigo Mercan-

thetr apPeaI grows, both to

Other Alaska doctors say em]ployes an emf)loyers. ources ir.
managed csre means more he” Alaska Railroad, for munity said
insurance company bureau- example, after mootbs of rated “that t

)Sumpe_d from J5 mil- - cracy and inferiof care for tough bargiining retched a was still tr
17 million, the hos- everyone Doctors withhold- 1987 union agréement that critical  x)pi
Iais. say. . ing treatment for fear the included e three-year freeze vestigition

bit tends to drive u the neXt fest — or the next on employer payments fo- sweeping ev-
cost of services for those operation — will erode the ward health benefits. At the cane  indust

Froflt from a predetermined  time. It looked like a ﬁood much a cnme
ee settlement because those POS ecosom:

Iniurance companies dis- payments covered all the Fnent is to

agree and are frustrated by costs of a gilt-edged medical —economy or

In the Lower 48, the strug- 06 afasks doctors: relut- {)Ian Jointl% insuted through  New Yglrk.
gle to gain control o! health tance to embrace the new the railroad and Aetna. ) But Its tu
care costs — and often in- systems. "You're opening a But_ last year. Aetna hit servers said
tense competition for patient  very interesting and_very the railroad with a 40 per- more on wha-
dollars — 'has triggered a sensitive area. "says Robert cent rate increase for the nut several

Simons, a physitian em- what went or

standard plan. Then they of-
ployed as, Aetna's. medical b f

fered i more modest altérna- thge; yean

areas, employérs can cnoose diréctor. Simons said he sent  tive. a 14 percent rate in- work.
from a widg range of pro- etters to state physicians crease tor those employees  The need
such as” pre-paid  asking them to join in new  who would Join a "preferred  — and the ¢
managed care program with  hospital” plan with Hu- verage for 1
Aetna, and found” "no real mana has "been u

Interest.”

Under that plan, employ- lawyers anc
Blue Cross says it will b Bnc: R/

ges who cnose Providence exchange of!

flospitals who —attempt to ir -ose health- would have to pocket 40 log the raves
to offer employers care manages:. .1 on physi- percent — rather than the  Fcr examp
In “ex- cians by drifting new dis- standard JO percent — of

stan ) broken who
initial hospital costs. — and  Ln
Other cost management electronjcally
efforts included insyraiee five usderco
company approval of oon- R1ot|r.g as tra,

count policies that only re-
imburse pgtlfentshfo,r_ the
average cost of a physician's
servwge The ||‘ra%eyhroken

known as "managed care” arm. for example, costs 197 emergency surgery and a fi- arketl. bavi
and many view them as the to set tn Alaska. but some nancial penalty for cot ob- of relatively
waye of the future . dogtors charge 9154) taining a second opinion on  tions, but ir
|an9&5|”9|¥ hl%h U a doctor'i cost is way  prospective surgery. carry relative
percentage of people who over the average — and Non-union railroad em- tieg
Insured receive some there -re no sgemal compli- Ployees chose to SIF” up for  They were

cation! to fusttfy that, then the' preferred plan, but the most par
A union worsen opted igainst and early mi
- the patient to a cheaper doc- It Then this year, facing +gents ar.d at
anotner 32 percént increase, toroeysraai-

Cross vice president the u-'ons decided to go nl-tenmgavt:

" Blue Cross with tne preferred option last Mon
nue. have had more success deal- Even with the preferred of the pub!!
But In Alaska, sucn pro- ing with hospitals, > plan, ‘the new insurance [nvestigation

Aetna ha? convinced Hu- doesn't come cheap A fami- ctdrd with s
pars, to the mana to offer a 30 percent Iy policy will cost each enct for com:
discount. in seryices, accord-  unign mémber <2.049 out of tomegs on.

git_o Simons, In return for  pocket. Island of Si
BeJ)lng fill the hospital's uinn, the union leader, "If you an
eds

care pro- with a steady stream of  taid he's talked with the break™ ope

profitably _its_insured rank and file About,cuttin% undercover
Another oostade to their  Blue Cross has teamed up  benefits to try to bring met and go door
developmet t ‘i the state s with Providenc* in a similar  expense dowh farther But time fodo iti
doctors, many of whom view  program  And Providence for the moment, his mem- the good law
program! with duer,st recently strsck out on its  ben toy no "The employees are out of

m  own to offer such discounts former Depa
tire attorney

tenting suspe

still want the plan . iney
have They eren t willing to

directly to Alycski Pipeline
downscale It — yet

Servicé Co. and several oth-
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Christmas sales have dropped o ff,and ourycar-end
inventories arefar 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
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THE STATE'S MONTHLY PREMIUM State health
Insurance:
... milhon

Cowper seeks more money
for state workers overage

By DAVID POSTMAN
Daily News reporter

JUNEAU — State employees’ top-of-the-line health
insurance policy will cost $104 million this year, $20
m illion more than the state has budgeted to pay for it.

The plan costs the state an average of $431 a month
per employee, 520 percent more than it did a dozen
years ago. It covers 90 percent of the costs of
everything from plastic surgery to year-long stays in
mental hospitals. '

“We have the best jjbn Everything !s covered,"”
said Chuck Taylor, deputy commissioner of the De-
partment of Administration.

Because the policy costs more money than the state
has appropriated for it, Gov. Steve Cowper is asking
for a special appropriation of about $20 million to pay
for this year’'s increases. But Cowper, Taylor and
legislative leaders say the health coverage may be too
expensive for these days of limited money.

The state is locked into the plan through contracts
with its labor unions. Those contracts call for the state
to provide the same level of coverage even if the costs
gb up or there is less money to pay for the policy.

“There’'s not any consideration for what happens in
a down economy,” Cowper said at last week’s budget
summit with legislative leaders. "I think it's fair to
say that this is just a situation nobody ever anticipat-
ed. If everything had kept going up it would have
worked just fine."

But as costs skyrocketed, state income dropped and
the state is now stuck with a boom-time health plan.

All full-time employees, including legislators, are

DTy of Lm AnchOfQ* CWy NesfcPan< DenUp ShoN Please seo Back Page, INSURANCE
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INSURANCE: For state workers

Continued from Page A-l

covered by the policy at no
cost. Part-time employees
can buy into the plan at
about half the state's cost,
according to Taylor.

Under the policy, Taylor
said:

*« 90 percelLt of all medical
costs are paid. Only 8 per-
cent of public employee in-
surance policies in the coun-
try have 90 percent
coverage.

¢ 100 percent of the premi-
um for dependent coverage
is paid. Alaska is one of 12
states with that provision.

« State employees have a
$100 deductible and pay less
out-of-pocket medical ex-
penses than all but 3 percent
of public employees nation-
wide.

As medical costs have
gone up, so have insurance
costs. But Alaska's public
employees’ plan, issued by
Aetna Life Insurance Com-
pany, has also gotten more

expensive because of its ex-
tremely liberal terms and
because people are going to
the doctor a lot more often,
according to Taylor.

The biggest increases have
been for chiropractic care
and psychiatric and sub-
stance abuse treatment, ac-
cording to a survey of state
employee Insurance claims
filed during the past two
years. Charges for chiroprac-
tic care went up 27 percent
in the past year. But that is
not due so much to higher
costs as it is to people going
to the chiropractor more of-
ten.

State figures show em-
ployees visited chiropractors
25 percent more often in the

past year.
A Juneau chiropractic
clinic, Davis Valley Chiro-

practic. is No. 9 on the list of
payments made to doctors
and clinics, receiving
$315,620 from Aetna.
Treatment for mental ill-

ness and substance abuse ac-
counts for 40 percent of all

hospital stays paid for by
the plan. For Aetna’s other
Alaska insurance policy
holders, mental illness and
substance abuse accounted
for just 16 percent of all
hospital stays.

And the state pays for
people to go to whatever
hospital they want and to
stay as long as they want.

Five of the 14 most expen-
sive hospital stays paid for
from July 1986 to June 1987
were for mental disorders.
One 16-year-old boy. the son
of a state worker, spent
more than a year in Camel-
back Hospital in Phoenix,
Ariz., at a cost of $131,000,
for neurotic depression. An-
other 15-year-old spent 350
days at the same hospital for
what insurance records show

as "childhood mental disor-
ders."

Charter North Hospital,
which specializes in mental

illness and substance abuse
treatment, had the highest
charges per hospital admis-
sion of any hospital used by
state employees last year.
Charter North charged an
average of $15,441 per ad-
mission compared to Provi-
dence Hospital at $6,115 and
Humana Hospital-Alaska at
$5,487.

Taylor said some of the
high costs of treatment for
mental illness and substance
abure are due to high alco-

holism and divorce rates In
Aiaska and the fact that
many people do not have

family here and more readi-
ly turn to professionals for
help.

"It's also my opinion that
you are seeing the impact of
television advertising,” Tay-
lor said. "Turn on the tube
and what dc you see. 'Prob
lems with your kid? Send
them here. Cocaine prob-
lems, come see us.'"

Taylor also said the rise

in chiropractic costs might
also be attributed to heavy
television advertising.

Whatever the reason, state
leaders say something must
be done to at least slow the
rising costs. But since the
insurance is part of union
contracts, there is little that
can be done.

Any change would have to
be negotiated with the
unions or the legislature
would have to amend state
labor relation laws to allow
Cowper to make changes in
the benefit oackage.

Cowper. House Speaker
Sam Cotten and Senate Pres-
ident Tim Kelly agree they
will “'take a look at” the
benefit package, but because
of the contract requirements

they stop short of saying
they will take action to cut
the plan.

"If something was to ap-
pear before us magically
maybe we could take a look
at it." Kelly said at last
week's budget summit.

But this week Kelly said

in an interview that the
costs were clearly out of
control.

He said it is unfair to the
Alaskans that do not share
tn the plan to keep paying
out more and more money to
Insure state employees. "It
comes down to creating an
elite class of people who are
living better than the people
they are working for."

Cotten said that to bal-
ance next year’'s budget it
might be r.Kessary to cut
services, raise some taxes
and repeal an oll-company
tax break, and that state
employees should not be ex-
empt from taking a hit, too.

But even with changes
this year, the cost of the
plan will keep going up.
according to Tr/lor. "If | cut
the plan and contain costs, |
still have to deal with 20
and 30 percent Increases

each year."
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Agency:  Dei-rtment of Commerce I Economic Development
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STATE OF ALASKA
1990 LEGISLATIVE SESSION

FISCAL N
REQUEST:

Revision Date:
Titjc; An Act
health insurance:

to group

gate

relating
et

Sponsor: Senator Duncan

Requester: _

GG

EXPENDITURES/REVENUES:

OPERATING FY 91 FY 92

PERSONAL SERVICES <
TRAVEL | A
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND A STRICTURES
CRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING

10? 5
43.2

145. 3
7.0

10 4

21.0

292 .0 293 .1

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND 292.0 293 .1

FEDERAL FUNDS
OTHER

TTAL 101

293 .1

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

(Attach a separate page if necessary)
February 1, 1992, the
premiusurere
*Td

ANALYSIS
«After

sufficient

to

insurance cove;s>3ge

UA,
Senator afUck

Senate/Finance

Uehlma. CE

Preparedby:

Divmon : lo rn frnan
Approved by Commissioner:

Agency:
Distribution (by preparer):
Legislative Finance
Legislative Sponsor

Requestor
Olfice of Management and Budget
Impacted Agency ties)

FY 93

Sfee
authority
collected
~"ay”he

BILL VERSION : CSSB 234 rinane

PUBLISH DATE

OTE

Administration
V Benefits

Acencv Affected :Dent of
BRU: Pal,i rgnor.t

Retirement i ienet-ts

Components

.Thousandsof Dollars)

FY 94 FY 95 1 FY Oft

detail*

that

required
authority.

for FY 91
provide
the
the

Pa9e 2
shall
to provide

expenses of

465-4821
2{2Q [Q0

Phone:,
Date: _

Date:

page of



STATE OF ALASKA Bill Version: (FIN)
1990 LEGISLATIVE SESSION Publish Date:

FISCAL NOTE

REQUEST:

Revision Date: Aﬂency Affected: Administration
Title: An Act refating to group BRU:

health.
SpoNsoTT Ouncan - Components:

Requestor:

EXPENDITURES/REVENUEYS: 0 )

operating 1
PERSONAL SERVICES 12
TRAVEL 5
CONTRACTUAL 31
SUPPLIES .
EQUIPMENT 33.
LAND 4 STRUCTURES
CRAHTS, CLAIMS
MISCELLANEOUS
T0TAL OPERATING 528.9 1¥85.5 *

CAPITAL
. REVENUE

FUNDING.  (Thousands of Dollars)
CENERAI FUND 528.8 1%85.5
FEDERAL FUNDS

OTHER

TCTAL

POSITIONS:

FULL-TIME 3 3
PART-TIME

TEMPORARY

ANALYSIS:  (Attach a separate page if necessary)

* Due to the nature of the authority, It Is not possible to predict costs for subsequent
fiscal years. See attached for further analysis.

Thousands of Dollars
FY 92 FY 93 FY 94 FY % FY 96

6 129.6

0 52.0

6 300.6

3 3.3

3

(
:
]
o
3
3 0

Prepared by: saiiv Smth . £ Phone: »&-<»?>z£)
DIvISIOn: “Retirement and Bemafifs, Date:  ~¢/zl

Approved by Commissionemm Frank/S, Batr  /  Date:
Aggncy: D%partment otn Admml{nstration

Distribution (b]\é_preparer):

Le |s|at|ve inance

Legisiative Sponsor

Reguestor
Office of Management and Budget _
Impacted Acency(ies) Page | of

716x2/0%2001-0/m
Rev: 11/89






STATE OF ALASKA BILL VERSION: CSSB 231 <Fir.anc
1990 LEGISLATIVE SESSION PUBLISH DATE

FISCAL NOTE

REQUEST:

R?VISIOHDa|e: _ AgencyAffected:Dent of Admn: stration

Title: An Act relating to group BRU - P Qtrrerer.t Ser. erics
health insurance: ef aate

Sponsor: Senator Duncan ) Components: Re-ir — >

Requestor' "a-a m “irrp Committee

EXPENDITURES/REVENUES:  OTiousandsof Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 06
PERSONAL SERVICES on g 102.6 l
travel 'n.9 -13.2 |
CONTRACTUAL ian.7 1-55.3
SUPPLIES 2.0 1
EQUIPMENT 21.0
LAND & STRUCTURES
GRANTS. CLAIMS .
MISCELLANEOUS ) I
TOT.AL OPERATING  292.0 293 .1 * i '
CAPITAL
REVENUE

FUNDING; (Thousands of Dollars)

GENERAL FUND 292 .0 293 .1
FEDERAL FUNDS

OTHER
TAL "Q5. 203 .1

POSITIONS:

FULL-TIME 2 2
PART-TIME
TEMPORARY

ANALYSIS:  (Attach a separate page tfnecessary) See Pa(?e 2 for FY 91 detail.
«After February 1, 1992, the authority shall provide that
sufficient premiupe-are collected to provide the required
insurance cove/pdge *hd to j/lay/zhe expenses of the authority,

Senator/dick Uehlina._?_Cs Phone: 465-482:
Senate /Finance Lorr.rp~ee Date:  1/29./.2.C-

Prepared bv:

Date:

Approved by Commissioner:
Agency:

Distnbuuon ("by preparer):
legislative Finance
Legislative Sponsor
Requestor
Office Of Management and Budget
Impacted Agcncyues)

page



CSSB 254: "An Act relating to group health insurance; and
providing for an effective date."

Personal Services:
Executive Director 24A $73.2/10 months $61.0
Clerk Typist 111 3B $29.4/10 months 24.5

Total Personal Services 5 30

Travel
Assume board meetings every two months for 15
board members at an average cost of $400 per
trip .
$400 X 15 X 6 $36.0

Staff travel for Executive Director:
Board meetings $400 x 4
One meeting per month $400 x 8

Total Travel $ 40

Contractual: —
O ffice Space - 500 sqgq. ft. @ $1.75 x 8
Telephone - $200 x 8 months
Postage $200 x 3 months
Advertising and Printing
Professional Services Contract(s)
which may include:
Rate studies
U tilisation research
Financial systems analysis

Total Contractual Services $140

Susdlies:

$1000 per employee $ 2.0
Software

Total Supply $ 4

ouicment:
2 PC's and a printer
Bookcases and file cabinets
Desks and chairs
Photocopier
Phone system
Miscellaneous

Total Equipment S i

'otal Operating $292

page 2 of



STATE OF ALASKA
1990 LEGISLATIVE SESSION

FISCAL NOTE

REQUEST:

Revision Date:
Title: An Act refating to group
health.

Bill Version:
Publish Date:

CSSB 254 (FIN)

Agency Affected: Administration
BRU.

SPONSOTT Duncan Components;

Requestor:

EXPENDITURES/REVENUES: _ (Thousands of Dollars
OPERATING FY 91

PERSONAL SERVICES 129.6 129.6
TRAVEL 52.0
CONTRACTUAL 310.6 300.6
SUPPLIES

EQUIPMENT

LAND 4 STRUCTURES
CRANTS, CLAIMS
MISCELLANEQUS
TOTAL ORERATING

WIn

REVENUE™

FUNDING.  (Thousands of Do!
CENERAL rUND 528.8
FEDERAL FUNDS

OTHER

I0TAL

POSITIONS:
FULL-TIME
PART-TIME
TENPORARY

ANALYSIS:

528.9 A85.5

'185.5

(Attach a separate page if necessary)

* Due to the nature of the authority, it is not possible to

fiscal years. See attached for further analysis.

FY 9%

predict costs for subsequent

Prepared by: saiiy Smith Phone; -UU
DIVFI]SIOH yRet|reme);1t and Bomefitg Date: V%V H@q
omm|33|oner Frank's. Baxter / Date: ' '

groved tD)y
Bncy epartment of Administration

Dlstrlbutlon b]\é #r arer):
egjslative inan
L Islative Sponsor
Re uestor
Office of Management and Budget

Impacted Acency(ies)

Rev: 11/89

Page | _ of U_
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Analysis:

Personal

CS for CSSB 254 (Fin)
Analysis of the Fiscal Implications

Prepared by the Division of Retirement and Benefits

Department of Administration

This bill creates the Alaska State Group Health Insurance
Authority in the Department of Administration. This
independent agency would have specific powers as
outlined, including regulatory power. Using appropriate
staff and contractual services, 1t 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
comlprehensive 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 of this plan if appropriate coverage was
provided less expensively than through competitive
bidding and renewals. It is not expected that this bill
would increase the cost of 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 of
the proposed Authority. The analysis does not consider
the actual cost of health insurance.

Services

Executive Director (Range 24A, 11 mos.) $68.6
Administrative Assistant Il (14A, 10.5 mos.) 34.9
Clerk Typist Il (SB, 10.5 mos) 26.1

Total Personal Services $12 9.



Travel

Page 2 of 4

Assume 7 Board meetings for FY 91 and
every 2 months thereafter at an average
cost of $400 per member per trip.

$400 X 15X 7 =

Administrative travel for Director:
Board_Me_etin(is _ $400 X 7 =
Organizational meetings  $600 X 12=

Total Travel

Contractual

Office Space--500 sq. ft. @$1.75 X 11 mos.
Telephone—$300 X 11 mos.
Courier services-$200 X 11 mos.
Postage-$500 X 11 mos.
Advertising and Printing
Professional Services Contract(s).
which could include:
*carrier surveys and analysis
* provider data collection
m provider meetings
» * rate studies and analyses
* financial consulting
* self vs fully insured analyses
* development of plan design

Total Contractual Services

Stitplies:

$500 per employee
Software
Total Supplies

Page 3 of 4

$42.0

—
N o

$52.0

$3 10.6

$3.3



Equipment:

3 PCs and printer $1
Phone system
Photocopier
Fax machine
Office furniture;
1 management unit 4.0
2 support workstations 5.0
3 chairs 1.2
3 side chairs 8
9
1
6

2 file cabinets
hookcase
storage cabinet i
Total furniture 12.6

Total Equipment 33.3

Page 4 of 4
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Copies of minutes listed below were originally included
in this file . The minutes are available on the STAIRS
database CMPR. In order to save space copies of minutes

have not been le ft in the files.
Mary Van Nimwegen



STATE OF ALASKA
1990 LEGISLATIVE SESSION

REQUEST:

CSSB 297 (Fin)(a)
DILL VERSION
PUBLISHDATE: 2/5/90

FISCAL NOTE

Revision Dale: _  __ _
sale,

Tide: Licensing,
importation,

transporta tio p..- Alco
& Possession ot alcoholic "cvL’

Agency Affected:Penh .
Alcoholic Beverage Control Boa:

dg "go; —

— local potion ballots-
Requestor: &>n  rinnnrn rornm, Components
Sponsor; Sen. Binkley
EXPENDITURES/REVENUES: _ (Thousands of Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES -0- -0- -0 - -0- -0- 1 -u-
TRAVEL n o- 0- e 0-
CONTRACTUAL -n- -N. -n- -N- n.
E%EJTFEI{/IIEESNT i3 n o o -
LAND&STRUCTURES 1 - o - i -
GRANTS. CLAIMS -N- o -n- -n- -n-
MISCELLANEOUS (- - n-
TOTAL OPERATING -0 - 0 0 -0- —o- 0

CAPITAL 0- o n 0- _n- n
REVENUE -0- 0 0 -0- 0 n
FUNDING: (Thousandsof Dollars)
GENERALFUND -0- -n- -0- - “n- “0-
FEDERAL FUNDS -n- -0- n
OTHER M- n Ta
TOTAL -n. n A
POSITIONS:
FULL-1IMb -0- -0- _J- -n- -n
PART-TIME -n- . - n- n
TEMPORARY 0- 0. 0- Il “n
ANALYSIS :  (Attach a separate page if necessary)

Depending on the number
importation or possession of alcoholic beverages,

would produce postage cost reductions under (b)Q@)
Mailing to licensees under current law - 444

bropared e ERLTITRTS SREMBIR MPectorn — %

Prepared b
Division

Approved by Commissioner: _Hugh M~ a

Agency:

Distribution (bypreparer):
Legubavc Finance
Legislative Sponsor
Requestor

Office of Management and Budget

Impacted Agtncyfia)

of local option elections to ban sale anil
this legislation

in Section 9.
licensees

-39 licenses
Phone: 277-8638
m fculiul ic beverage Control board /7 Date: '
| 0 n te. /.7
Ktiverive / / /
Changes in CSSB 307 (Fin)
have no fiscal impact.
This fiscal note is
appropriate. <njr e of



jportation, importation, and possession of alocoholic

CSSB 297 (Fin) (b)
BILL VERSION® ™ W02»X
PUBLISH DATE: 2/5/90

J1,11u0 <J* ixLnxOSXti.
1990 LEGISLATIVE SESSION

REQUEST: FlSCAL NOTE

RevisionDale:  12/7/89 Agency Affected: Office of the Governor
Tide: An act relating to licensing, sale. rrtl; Division of EWrions

Sponsor: Binkley Components - T -FI>»rrinn<;

Requestor: Labor & Cnrnr»rrp

EXPENDITURES/REVENUES:  (Thousands of Dollars)
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- 0- -0- 0- 0-

CAPITAL
REVENUE -0- -0- 0- -0- -0 - -0 -

FUNDING: (Thousands of Dollars)

GENERAL FUND -0- -0- -0- -n- -
FEDERAL FUNDS
OTHER

TOTAL -0- -0- -N- -n- -0- N

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  (Attacha separate page if necessary)

Preparedby -/Linda Edeoi-orrh
nivi<ion~J nivision of Elections

Approved by Commissioner. o DikK: A /1.

Agency : nivision of -lerr lons

Distribution (bzlpreparer): _ _
Legislative Finance Changes in CSSB. (Fin)
Legislative Sponsor have no fiscal impact.
Requestor * This fiscal note s

| Officcof Managementand Budget appropriate.

Impocted Agenry(ies) page —L  of



HOUSE COMMITTEE REPORT

m
Date Referred: February 16, 1990 FURTHER REFERRALS:

LABOR & COMMERCE
Date of Committee Action: Jiff~0

The HESS Committee considered:

CSSB 297 (FINANCE)

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

"An Act relating to licensing, sale, transportation, 1iImportation, and
possession of alcoholic beverages; local option election ballots;
possession of products designed for brewing or distilling; and
providing for an effective date."

RECOMMENDATIONS: [ 1 the same title
be replaced with [ 1 a rev; title
have attached amendment(s)

do pass

do not pass

no recommendation

individual recommendations

additional referral to the Committee

ADOPTS: letter of intent

ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:

(Dept) (Date/Dept)

[ 1 fiscal impact [ 1 fiscal note(s)

[ ] zero fiscal note [X] zero fiscal note(s) 2 Ho

[ ] zero with analysis_ [~ ] zero fn/analysis *2Jr/do \ R?\I.

&

riGNING DO

SIGNING:

LUUAOY® 1<

Chairman®s Signature



Senator Johne Binkley

Senate Finance Committee
P.0. Box V « Juneau, Alaska 99811 + (907) 465-4985

Finance Committee

Co-Chairman
MEMORANDUM February 21, 1990

T0: Representative Johnny Ellis, Chairman .
House Health, Education and Social Services Committee

~ The above-referenced hill has been referred to your committee. Id like to take
this opportunity to give you a synopsis of the legislation. A more complete sectional
analysis is enclosed as well.

~ The most substantive change made to Title 4 by this hill is that all five local
option questions are reworded and made more straight forward. |have heard from
many people around the state who have been involved in some way with a local
option election that the ballot questions are confusing, Partlcularly to those Reople for
whom English is a second Ianguaﬁe. Current statute also allows for more than one
question fo alppear on a single ballot. This compounds the confusion of the question
in a couple of ways. First, some questions allow for certain kinds of sale; other
questions prohibit any kind of sale, importation or possession. The final outcome of an
election in which opposing options were passed is unknown. SB 297 limits the local
option ballots to one question per election.

The reworded questions also chan?e the effect of a "yes" or "no" vote.
Therefore, many of the changes in the bill are technical in nature, switching "yes" and
"no" where needed throughout the statute.

The bill also would allow an established wllage where the Division of Elections
was running the election to request that the ballots be printed in the resident's Native
language in certain circumstances. We anticipate that the Division will, through the
regulatory Process, go ahead and prepare these ballot (1uest|ons in the languages
where local options are more commonl?]/ held. Municipalities may already prepare the
ballots in other languages. However, the bill does contain a provision which clarifies

this point.

_ The hill also requires that package store licensees notify the ABC Board of their
intent to sell alcohol by mail. This consists of a box on the license renewal or
a|opI|_cat|on form which the licensee simply checks. Whenever there is a local option
election in which an option is adopted, the Board will send notice only to those



lincensees who are selling by mail, rather than the current requirement of sending
notification to every packagestore licensee in the state.

Finally, the bill clarifies that possession of products designed solely for brewing
alcohol is not allowed by people under 21 or in a local option area. ['ve attached for
your reference an advertisement of a product called a "brewsack." You just add water
and the yeast which is provided and wait two weeks then bingo! You have 20 pints of

beer.

| would appreciate your scheduling of this bill at the earliest convenience.
Please let Janice Adair in‘my office (4985) know when that might be. Thank you.
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THE NEW WAV TODRIN&BEERATHOME

V- BREWSACK

HOppeobrewers wWoRrw/rH »

IT'S IN THE BAG



V.
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BREW KING

The great innovation 1in

Beer at home

THE PRODUCT

Easy and convenient to make injust 3 weeks

No additional equipment required.

Highly distinctive pack gives maximum on-shelf impact.
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.

High sales value per square foot.

:|>

Brewsacks are available from:

cNYca 13ci:ioo

6s,Ffi:~5 02

LAY

Look out for Brewking Bitter, available soon

Produces 20 pints of NATURALLY SPARKLING BREWKING Lager.

"U-ITT 63; M 3

1



Senator Johne Binkley

Senate Finance Committee
P.O. Box V « Juneau, Alaska 99811 + (907) 465-4985
Finance Committee
Co-Chairman

MEMORANDUM February 19, 1990

TO: Members, House Health, Education & Social Services Committee

FROM: Sector Johne Binkle A p*AAA !

RE: Sectional Analysis of CSSB 297 (Finance),
Local Option Amendments to Title 04

Section One. This section would re_cluwe ABC Board authorization before a
package store can sell in response to a written order and that authorization is only
good for only year at a time. Whenever there is a local option adopted by a
commumtyr, the board is required to notify all holders of a package store [icense of the
election. This section ties in which section 26 which limits the notification only to those
ﬁackage store licensees which told the board of their intent to sell by mail. The Board

as revised its license renewal forms so that those package store licensees who want
to sell by mail need only check a box.

~Section Two. This would bring the amount of distilled spirits that can be sent by
riail order to an area with restricted sales into compliance with the presumption
Provmon. There was an amendment to SB 371 on the floor of the House at the end of
he 1988 session which increased the mail order amount to 18 liters but the
presumption amount was not changed. This would drop it back down to 12.

There have been a number of problems with people understan_dln% the effects
of a local option election. This bill a_ttemﬁts to assist the Iocalgovern_mg odies and
the Division of Elections by simplifying the ballot language and requiring certain
explanations. Mang of the changes in this bill are technical in nature resulting from the
changes made to the ballot language. It was necessary to change the effect of a "yes"
vote and of a "no" vote.

Section Three. This clarifies mat on a vote for a community liquor license, only
one type of license may be voted on inany one election.

Section Four. A technical change switching the effects of a "yes” vote and a
"no" vote on the question of allowing the sale of alcoholic beverages.

~Section Five. This changes the wording of the local option ballot for the _
prohibition of liquor sales to read "Shall the sale of alcoholic beverages be allowed in



It'he"citytof ethel?" Italso makes another technical change to the effects of a "yes" or
no" vote.

Section Six. This changes the wording of the local option ballot for a
community liquor license election and makes technical chan%_es so that only one type
of community liquor license may be voted on in any one election as in Section Three,
above. The questions would read; "Shall alcoholic beverages be sold in the city of
Bethel only by a bar operated by the city of sether?" or "Shall aJcoholic beverages be
sold in the city of Bethel only bE a liquorstore operated by the city of sethel?" The
current language is attached. [~a ¢

_Sections Seven and Eight. Both of these sections make technical changes to
;?rowsmns regarding community liquor licenses which reflect the chan?es In Section
Three, above which limits a vote on a community liquor license to one type of license
in any one election.

Section Nine. Adds the provision that an explanation must follow the
community liquor license question which explains how alcohol may be sold by a bar
which means "beverage dispensary license” and by a liquor store ‘which means
"package store license."

Section Ten. This changes the wording of the local option ballot for banning the
sale and importation of alcohol. The question would read "Shall the sale and
importation of alcoholic beverages be allowed in the city of Bether?" It also makes
technical changes to the effects of a "yes" or "no" vote.

Section Eleven. This changes the wording of the local option ballot for banning
the possession of alcohol to read "Shall the possession of alcoholic beverages be
allowed insether?" Italso makes technical changes to the effects of a "yes" or "no"

vote.

Sections Twelve. These section make additional technical changes to the
effects of a "yes" or "no" vote on the question of allowing the sale and importation of
alcohol in an established village.

Section Thirteen. This change will allow the ban on Possession to take effect
60 days following certification of the election IF there are no licensed premises in the
established village. If there is a licensed Prermses, then the effective date remains 90
days after certification of the election. It also includes a technical change to the effects
of a "yes" or "no" vote.

Sections Fourteen and Fifteen. Makes the same changes as Sections 12 and
13, above as they relate to municipalities.

Section Sixteen. This is a technical change to the effects of a "yes" or "no" vote
on sale and importation,



Section Seventeen. This changes the wording of the local opt'on ballot which
would allow the sales of alcohol only by selected licensees and specifies that only one
kind of license can be voted on at a time. It would read "Shall alcoholic heverages be
sold in the city of 8 °:he|0n|P/ bi_(bar) (liquor store) (restaurant)?" A copy of an actual
ballot from the city of Bethel asking this question as it is currently required to be stated

s attached. L'a *

_Sections Eighteen and Nineteen. These are technical changes relating to the
clarification that on"a vote for selected liquor license, only one type of license may be
voted on in any one election.

Section Twenty. This section relates to selected licensee elections (Section 17,
_abfove) ta_nd is one of the more confusing parts of the hill. It requires some background
information.

Under current law at AS 04.11.320, the ABC Board may nut issue a license in
an established village where there is no licensed premises UNLESS there has first
been a local option election on either prohibiting sales and the vote was no OR on the
question of a selected licensee and the vote was YES. CG">~ ~

Because the local OP-“(’” laws are complex, many villages which Rro 0se to
have a vote on a selected licensee have not realized that voting NO on the type of
licensee would not allow them to have another kind of licensee instead. A NO vote on
this question when there is no licensed premises does not allow the Board to issue
another kind of license.

Subparagraph_ (d) of this section would require the Lieutenant Governor’'s office
(the Division of Elections) to make this known to the residents of a V|IIa?e which is
going to have an election on one of these questions. The Division would have to post
written notice of the requirements of AS 04.11.320 in two different public locations
within the village. They already post notice ot the election itself.

_ Subparagraph_(e) would require the ballot give an explanation of the types of
liquor sales allowed if the wallot were to pass.

Section Twenty-One. Deletes the reference to a "combination of questions" on
a local option ballot for a municipality. This clarifies that only one question may be
voted during an election.

~ It also provides that the local go_vernin? body may prepare the election ballots in
English and a secon_d_lan?uage specified b){ he body. This does not give a _
ang)uln{mpahty any additional powers but simply spells out in statute that they have this
llity.

Section Twenty-Two. Makes the same deletion of "combination of questions"
for established villagés.



Section Twenty-Three. Makes the same deletion of "combination of questions”
under the provisions in statute governing the petitions for a local option election.

‘Section Twenty-Four. This subsection would allow the _giover_nmg body of an
established village to request that the local option ballot be written in both English and
another language. The request would have to be made to the Lt. Governor's office
within 15 days of the filing of the petition in order to give his office time to prepare the
ballots. However, it is envisioned that the ballot questions would be set out in,
regulation for those languages most common to the areas where the local option
elections generally take place.

Section Twenty-Five. This makes technical changes to the effects of a "yes" or
"no" vote on the questions of sale, sale and importation and possession.

Section Twenty-Six. This section makes technical changes to the effects of a
"yes" or "no" vote. Italso expands the notice requirements of a community that has
adopted a local option. Under current law, ifa community bans the sale 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 possession.

~Italso 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
every package store licensee by re(Tustered mail of the adoption of a han on
importation. ~ This amendment would expand that notification to include the ban on
Possessmn. The Board would only have to send by certified mail a notice to those
icensees authorized to sell in response to a written order.

Section Twenty-Seven. This clarifies what was pro_babIY an oversight in current
statute. It provides that persons under 21 or persons within a local option-area which
has restricted the sale and importation or possession of alcohol may not possess
products designed to brew or distill alcohol.

Section Twenty-Eight. In 1988, we passed SB 371 where it was required that
alcohol being shipped into a community which had restricted the sale of alcohol be
labeled and have an itemized invoice on the outside of the box. However, air carriers
were not given any responsibility for checking to see if people were shipping alcohol.
This section states that a carrier may not knowingly ship unlabeled alcohol.

~Inorder to make that requirement workable, it was necessary to revise the
itemized invoice re(iuweme_nt. he ABC Board had interpreted the I_anguaPe from last
year as allowing only the licensee to prepare the invoice. This section will'allow the
purchaser to provide the invoice. This could be the sales 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; o

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 of reqular and special meetings of the board; ,

6) delegation to the director of routine administrative functions and
OWers;
Ip' (7) the temporary granting or denial of issuance, transfer, and renewal of
icenses;

_ (83 manner of giving any notice required by law or regulation when not
provided for by statute: o _ .
(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 Uios¢ premises;

10) making of reports by wholesalers; o
" 1) pgrchase of 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; o o

(13) required reports from corporations licensed under diis title, including
reports of stock owncrsliip and transfers and changes of officers and directors;
Ul (14) crcadon of classifications of licenses or permits not provided for in diis

C, . . . .

~ (15) establishment and collection of fees to he paid on applicadon for a
license or permit; _ o o

&16) re(iuw_ed redports from partnerships and limited ‘partnershlps licensed
under this title, incluaing 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 of 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 hoard. Powers granted
by the board under this section may be éxercised onl%when necessary for the
enforcement of the criminally punishable provisions of this title, regulations ofthe
board, and other crimirally "punishable laws and regulations governing the
trﬂamtn*?cture, barter, sale e<nsumplion, and possession of alcoholic beverages in

e state.

Chapter 10. Licensing.

[Repealed, For current law, see AS 4.11.J

ALCOHOLI1C BEVERAGES

Chapter I1. Licencing.
Article 1. Licensing and Reporting Requirements.

Section Section
10. License orpermit required 5. Repons required itf
15.  Purdhese from mon-licesee partrerships
2. Boeptions: License or pemit 60. Nonresident distill.
not required Ssraner, Wirery,
. Deathoflica=e orwholesaler
40. Board gproal of trasfars 7. Power limited tothe hoard
5. Reports required of corporatias

Sec. 04.11.010. License or permit required (a? Except as provided in
AS 04.U.020, a person may not manufacture, sell, offer for sale, possess for sale
or haiter, trafGc in, or bartér an alcoholic beverage unless under license or permit
issued under this title. N . _ .
(b) A person may not solicit or receive orders for the delivery of analcoholic
beverage in an area where the results of a local option election have, under
AS 04, 1.490-04.11.500,Pr_oh|b|ted the board from |33U|nc[1|, renewing or trans-
ferring one or more _ty?,es otliccnscs 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).
~ (¢} Inacriminal prosecution for possession of alcoholic beverages for sale
in violation of (a) of this section, the fact that a person gossessed 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 lliesale 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 heverages for sale.

Sec. 04.11.015, Purchase from nonlicensee prohibited, (a) A person may
not purchase alcoholic beveralqes from a person who is not a licensee, pennittec,
or an agent orempIoKee of a licensee or permittee. o

(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 pemit is not required to authorize sales made by a person under a

jud?ment and Q’crce of foreclosure, under the bankruptcy law of die United

Sta

exchanEe forvaluable contributions at a private gathering ofa bona fide group of
co-workers or of aprofessional, 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
requlations under this tide shall he observed at these private gadicrings

es, or under order of the board or a court under AS 04.16.220.

A license or permit is not required to serve alcoholic heverages in

5
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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 in  (name of municipality) unless sold by a

(either a beverage dispensary or package store, or both, operated under a
communlt}/ liquor _Ilcensef? (yes'or no)." . . . .

_ () Itamajority of llie voters vote "(}/,es' *on die question set out in () ofthis
section, the board shall be notified immediately after certification of the results of
the election and thereafter may not issue, renéw, 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 ofthe boundaries of the
municipality, with the exception of a beveragée dispensary or package store
operated under acommunity liguor license held by the municipality, Licenses in
erfect are void 90 days afterthe results of the election are certitied. A license that
will expire during the 90 days after the results of alocal 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) Ifamajority of the voters vote "no" on the question set outlnﬁa) of this
section or vote "Yes," 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 "yes" 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 prohiitions jmposed 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 ofalcoholic bever*
ages, (a) The following question, appearing alone, may be placed before the
voters ofamunicipality oran established village inaccordance with AS 04.11.502:
““Shall the sale and importati mofalcoholic beverages be prohibited in.....(name
of municipality or village)? (yes or no)."

(b) Ifamajority of the voters vote "yes" onthe questionset gut in (a) of this

section, a person, beginning on the first day of the month foIIowm? certification
of the result, of the election, may not knowin Ily send, transport, or br|n(_1 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 hody, is limited in quantity
to the amount necessary- for religious purposes, and is dispensed only for religious
pUrposes b}{ a person authorized by the church or religious body to dispense the
sacramental wine. The board shall be notified immediately aftér 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

boundaries of
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(f) Ifamajority ofthe voters vote *'no" on the question set out in (a) o f this
section orvote "'yes'"on the questions set outin AS 04.11.492 or 04,11.500 in an
election conducted in accordance with AS 04.11.502 after an election in which
thevotersvoted *yes” on the question setoutin (a) o fthis section, the prohibition
on the possession of alcoholic beverages is removed effective 90 days after the
results of the election are certified except as those prohibitions continue to be
Imposed in accordance with the results of the subsequent election.

(g) For the purposes of this section, "possession” means having physical
possession oforexercisingdominion orcontroloveralcoholic beverages, butdoes
not include having alcoholic beverages within the digestive system of a person.

Se.04.11.500. Prohibition ofthe sale ofalcoholic beverages except by
«elected licenses, (a) The following question, appearing alone, may be placed
before the voters of a municipality or an established village in accordance with
AS 04.11.502: "Shall the sale o falcoholic beverages be prohibited in  (name
ofmunicipalitY or village) except by (Iistin.%.o.f the types of licenses which
Bremises would be exempted from the prohibition on the sale of alcoholic

everages if the measure passes)? (yes or no)."

(b) Ifamajority ofthe voters vote "yes" on the question set out in (a) o f this
section, the board shall be notified immediately after certification of the results of
tbe election and thereafter may not issue, renew, or transfer between holders or
locations a license for licensed premises located witiiin the boundaries of the
municipality and in unincorporated areas within five mL-s ofthe boundaries ofthe
municipalitrorwithin the perimeterof the established \ illage, except those types
of licenses listed on the ballot. Licenses in effect wftlun the boundaries of the
municipality orperimeterofthe established village, and in an unincorporated area
outside o fbut within five miles o f the boundaries o f the municipality. except those
types of licenses listed on the ballot, are void 90 days after the results of the
election are certified. A license tnatwill expire during die 90 days after the results
ofalocal 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 the majority ofthe voters vote "no" on the question set out in (a) of
this section or vote "yes" on the questions set out in AS 04.11.490,04.11.492,
04.11.496, or this section if different types of licenses are listed on the ballot in an
election conducted in accordance with AS 04.11.502 after an election in which
thevotersvoted "yes" on the question setout in (a) of this section, the board shall
be notified immediately after certification of tbe results of the election. Licenses
in effect in tbe municipality, in tbe unincorporated area outside o f but within five
miles of the boundaries of tbe municipality or established village that were
excepted from tbe prohibition on sale in accordance with the results of the earlier
electioo are void 90 days after the results of the election are certified. Thereafter
the board may not issue, renew, or transfer between holders or locations a license
forlicensed premises located within tbe boundaries ofthe municipality or within
tbe perimeter of an established village, or in an unincorporated area within five

miles of the boundaries of the municipality, except alicense that may be issued to
amunicipality or to one of the types of licenses listed on the hallot as aresult of
amajority of the voters voting ""yes" on the question set out in AS 04.11.492 or
this section, respectively. A license that will expire during the 90 days after tho
results ofa local option election under this section are certified may be extended,
Iunul it i?void under tlus subsection, by payment o faprorated portion of the annual
icense fee.
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3) I>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; o

(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 heen met; . _ o

~(7) the licensed premises are to he located in a municipality, the type of
license sou?ht is a beverage dispensary or package store license, and that fype of
license is already in effect in the municipality under a community liquor license,
unless the new license is to become effectivé after the communify liquor license
isno longer effective, whether as the result of >local option election or otherwise;

(8) the authority sought is athor|t>{_ to operate a beverage dispensary or
package store under & community liquor license for (s)remlse,s t0 be located'in a
municipality where the authority sougnt is already held by a ﬁrlvate liceasco under
a beverage ‘dispensary or package store licease. unless the community liquor
licease is to hecome 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(a60r rohibi-
tion of issuance of the license is found necessary under AS 04.11.4 O(bg;

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 m,tglv wliich there are no licensed premises at the time of application
unless a majori g of the voters ina local oRtlon 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 *“ye"” on a question set out in AS 04.11.492 or 04.11.500;
o (12)the"w se|ssought,ford|esaleof_alcohollcbevera%esmane,stabllshed
village in'which -re arc rio liceascd premises at the time of application unless
a majority of the voters in a local OE)IIOH 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 "yes” on the question set out in AS 04.11.500. . o

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; o
(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 sougiht for the sale of alcoholic b_everagcs inafirstorsecond
class city or established village in which there are no licensed premises at the lime
of application unless a maiorlt% of the voters in alocal option election conducted
in accordance with AS 04.11.502 have voted “no” on the question set out in

AS 04.11.490

10
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Sec. 04.11.330. Denial of license or permit renewal, (a) An application
requestln? renewal of a license shall tie dented if .

(L) 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 durmﬁ die immediately preceding calendar year, unless the board
determines diat the licensed premises are under construcdonorcannot be ope rated
through no fault of the applicant; o

, ﬂ4; 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; N o
(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 comBIeted 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. o o
_ (b) An application for renewal ofa license may be denied if the applicant is
delinquent in the payment of taxes ifthe tax liability arises in whole orin part out
of the licensed business. . N .

(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 _

, {Jl) the board finds, after review of all relevant information, that relocation
of die license would not be in the best interests of dlefubllc;

2) the relocation is prohibited under AS 04.11.400(a) or (_b%; _

3) the license would lie relocated out of the established vil a%e, 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;

19
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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
berefits. It establis les certain standardized contract provisions In order to
require certain minimum benefits and t facilitate public understanding and

compar ison 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 fecility. 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 tomeet the cost of long-term care iIn
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 isthe 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 iIs changing, the general population has held the misperception that
there is littdle or no need for such coverage and also that, if long-term care is
needed, Medicare would provide the necessary berefits.

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
t be done iIn a manner that provides appropriate elements of consumer

protection.

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

L%ny Merguneﬁ.ﬁémnnssmnor
Date: J?h)<j O
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Hlasffea £5>tate legislature

SENATOR PAUL FISCHER, Chairman
SENATOR JIM CINCAN, Vice Chairman room 508
SENATOR AL ADAMS STATE CAPITOL
SENATOR LLOYD JONES (900 465-3762
SENATOR TIM KELLY

~ Senate Committee on
Ocaltf], Ctiucation anti Social &crhices
T0: REPRESENTATIVE JOHNNY ELLIS, CHAIRMAN, HOUSE HEALTH,
EDUCATION AND SOCIAL SERVICES COMMITTEE.
FROM: SENATOR PAUL FISCHER, CHAIRMAN, SENATE HEALTH
EDUCATION AND SOCIAL SFRVICES COMMITTEE.
DATE: MARCH 16, 1990
RE: 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.
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There's a nrc.it deal of talk these days about "the graving
of America" and something called "the long-term care
issue."

What's it all about? Why should you care?

America is getting older. More and more of us are mov-
ing into our senior years. And our life expectancy is
increasing

In the year 2000. about 35 million Americans will be
aged 65 and over— more than twice the number in 1960.
Since 1960, the population aged 65 and over has grown
more than twice as fast as the U.S. population in general.
The number of Americans aged 80 and over totals almost
six million today; in the year 2030. that number is expect-
ed to have almost tripled.

These statistics tell the story behind the phrase, "the
graying of America."

This growth in the elderly population will be reflected,
among other things, in an increased demand for long-term
care services. Hut what is "long-term care” and why do
you need to know jbout it>

The Challenge of l'iving Longer
We Americans are healthier than ever— and living longer
And because so many Americans will live Into their
eighties and nineties— perhaps even to age 100—we all
need to do some looking aliejd

While many millions of "voungold" Americans lead
healthy, active lives, others are not so fortunate Two out
of five persons aged 65 and over rok needing nursing
home care Hy the vcar 1990. about m* million Americans
over age 65 are expected to need some form of long term
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care. And as we get into our eighties, the chances increase
considerably that we will face health problems or frailty.
Statistics show that, at any given time. 22 percent of those
aged 85 or older are in a nursing home.

Many of us are concerned that our health might deterio-
rate aswc get older and we worn- about our financial
ability to handle disabilit?; or illness. Still, few’ of us make
preparations that would help us handle these situations.
Why? Partially it hxs to do with widespread misunder-
standing about long-term care and how it is paid for.

Getting the Facts Straight

Many Americans deny their own possible future need for
long-term care, associate long-term care only with nursing
homes and believe that Medicare will pay for most long-
term care services— all misconceptions.

Tlie purpose of this newsletter is to help clear up some
of the confusion for you about long-term care— to help
you learn about the Issue and to prepare yourself and
other family members for a possible need for long term
care services.

What Is Long-term Care?

Simply stated, long-term care refers to a person's need for
a wide range of medical, nursing, and social services over
a prolonged period of time. This is generally called
“chronic” care, as distinct from more intensive medical
treatment for a short-term illness called "acute" care. The
need for long-term care can result from chronic illness or
disability or from a sudden accident or stroke.

Long-term care docs NOT take place only in a nursing
home, nor is it needed only by the elderly. Tare might be
provided to people of anv age in the home, in community
facilities, or in nursing homes Relatives, friends and neigh-
bors. and those working lor community services often
provide assistance with the normal activities of daily living
such as eating, bathing, and dressing Or. those who need
care could be living in a community for senior ctli/cns
which might m' cl all of their health and v kijl needs—
commonly known as a continuing care community

If you do not have these support systems or it vou need
skilled nursing or rehabilitative care on a daily basis, you
nuv tind vour only option to be an institution such as a
nursing home
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Social services arc xs important a part of long-term care
asare medical and nursing services, particularly in helping
you remain in the community if you need care. They
Include services provided in one's own home such as
homemaker or "chore" services, "meals on wheels" and
those provided in a community setting such as an adult
day care center. Some of these services may also provide
"respite care," which is time off for family members caring
for an elderly relative.

Future newsletters will cover the trpes of services avail-
able for long-term care in more detail.

Thinking about the Options .

If you are elderly and need help with day-to-day tasks, you
may already have had to think about your need for long-
term care. You have perhaps wondered how much longer
you will he able to remain in your home and what kinds
of help you will need to do that. Here arc two things you
can do: { ) EXElore community programs in your area.
(2) Find out t _ _ | _
mine how far your savings or insurance will go to meeting
those costs. . _

If you are the middle-aged child of an elderly parent,
you've probably been considering similar questions about
your parent's future. And then there’s your own future—
It's very possible (hat you have been st*busy raising and
educating your children and worrying about your parents
that you've devoted little time to plans for your own older

years.

The Role of Government Programs _

Surveys show that millions of older persons mistakenly
believe that Medicare covers most long-term care services.
This is a dan(fqerous_mmunderstanqu ecause it leads to a
false sense ot security, thinking we already have coverage
for the expenses of a chronic iliness or disability.

Medicare does not cover an?; long-term care expenses.
#]t I !{ltlended to help pay for short-term "acute" care In a

ospital.

_ Itpalso pays for care in a Medicare-certified skilled nurs-
ing home that provides daily nursing and rehabilitative
care for a patient following hospitalization Medicare offers
covera?e for only 100 dars of skilled nursing home care
annually and pays in full for only the first 20 days of such
care,

Medicare pays for care in vour home only if you arc
homchonnd and need, for a limited ﬁen_od of time, part-
time nursing or speech therapy or physical therapy.

And while private St’J\Eplemental health insurance (com -
monly referred to as "Medigap" insurance) is designed to
help cover some of the gaps that Medicare covers, it docs
not include long term care _

Medicaid, the government program for people with very
low Incomes, does cover the o Ot IonP-term nursing
home care. Hut if you have savings, you literally have to
impoverish yourself to quality for the program, which
means first "spending dow n" or exhausting all of your
own assets (although you do not have to sell your house)
~ I'nderstanding the limitations of these programs is
important when ¥ou_are beginning to explore choices for
yourselfor lor a family member Costs vary considerably

e cost of these different programs to deter-

depending on the range of services needed and where
those services will be provided. Home care may be the
least expensive if only limited support is needed and if
family members arc the pnmari_caregwers. On the other
hand, an institution such xs a skilled nursing home might
be very expensive, costing between S20.000 and S-I().{)()0
a year.

~Medicaid and private savings are the two major ways to
finance long term care today. Various government financ-
ing options are being considered _bk Congress, major stud-
ies on financing long-term care will soon be relexsed, and
private insurance is becoming more widely available. We'll
Itet”t you more about these developments in another news-
etter.

Ssumming Up
Wec all need to think about our older years— whether we
want to— or will be able to— stay in our homes, move to
retirement communities or continuing care communities,
or arrange for nursing home care. These decisions depend,
of course, on the state of our health and the degree to
which we are independent. .
~ Millions of family members today continue a long Amer-
ican tradition of caring for elderly relatives. Family care-
givers provide between 75 and 90 percent of the Eerso_nal
care, household maintenance, transportation and shopping
for older persons. N

Hut the reality is that many of us are living to very old
ages and are being taken care of by relatives who them-
selves may he elderly or who may also be juggling jobs
and otherfam||3( reSPO_nSIbll!tIeS. any people who arc-
caring for elderly refatives find u very difficult to bear tilt-
entire burden alone. It is important that we all get as
much help for ourselves or elderly relatives and have xs
many options as possible. o _

Obviously, the sooner you begin thinking and planning
for a time when you or a relative may require long-term
care, the better prepared you will be ifa need arises. A
crisis develops only when we don't plan.

Anticipating_long-term care needs can mean, for exam-
ple. checking into all of the resources available in your
community, such as home care, adult day care, continuing
care communities, and nursing homes, It means investigat-
ing the costs of these services and facilities and determin-
ing what resources you have to cover those costs. It
means looking into government programs, private Iong-_
term care insurance, and their costs and coverage. And it
means following federal and state legislative proposals that
offer new solutions to meet long-term care needs.

Ask questions Find out what Is available. Become a
knowledgeable consumer. Check out all \our options And
look for the next in this series of educational newsletters

To obtain additional copies, please write to

American Council of LIfe Insurance
Health Insurance Association of America

Company Services .
looi” Pefnsylvania Avenue. N A
Washington, IXi 21MXM-2599
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any peoBIe 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 of ever need-
ing long-term care services, how
expensive these services can be or
whether their present health insur-
?ﬁce coverage will take care of

em.

What Is Long-term Care?

Long-term care refers to the kind
of 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 of long-
term care services in addition to the
care associated with lengthy stays in
a nursing home or health care you
mar need at home. Other services
include: adult day care; respite care
(which helps family members cope
with caring for older persons at
home); care given in senior citizens
or congregate housing; aide or chore
services; and friendly visiting serv-
ices.

Some or all of these services may
be available where you live now or
plan to retire. However, this issue of
Consumer Notes deals mainly with
the two kinds of 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 heIJ) you meet future
expenses related to chronic illness or
disability.

Medicare and Long-term Care

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 fong-term care
expenses. _
~ Medicare supplement (Mcdigap)
insurance is private insurance that is
designed to help cover some of 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

_carc either,

Although %ou mar 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 of skilled medical per-
sonnel. The care received must also
be based on a doctor’s orders.

This means you will not be rev-
ered if you need the kind of extend-
ed. intermediate or custodial care
associated with long-term nursing
home stays or 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 doctor’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
purﬁose of meeting personal needs
such as help in walking, bathing,
dressing, eatlnﬁ or taking medicine.
It can usually he provided by some-
one without professional medical
skills or training.

Home health carc may include
carc received jt 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 chorcworkers. o

At present, there arc a limited
number of 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 of coverage increases.

Will You Need Long-term Care?
~ By the year 1990, about 7.7 mil-
lion Americans over age 65 will
likely need some form of 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 glven time. 22 percent
of 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 enterlngI anursing
home. More than half of 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-
mg home carc. home health carc or
other long-term care services, you
still may wish to consider purchas-
ing insurance that covers many of
these services because of 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 of such a loss inexchange for a
premium.

How Expensive Is Long-term Cure?
Long-term care can be very
expensive. In 1986, a year in a
nursing home cost an average ol
§20.000 to $30,000 (the cost often
depending on the j'cj in which the



home s located) or about S2.000
per month. At the most expensive
nursm% 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 5440 a month or 55.300
a year. Skilled nursing home care
visits can cost even more with three
visits per week for a ﬁear running as
much as S680 a month or 58,200 a

ear.
y 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 of
expenses, you can begin to consider
what kind of insurance coverage you
need to buy.

Who Pays for Lon?-term Care?
In 1987, over half of nursing

home care expenses alone were paid"
out-of-pocket by individuals or fami-

lies. Medicare paid for less than two
percent of the nation’s S41.6 billion
annual nursing home bill and private
insurance paid even less.

In fact, Medicare will only help

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 admis-
sion is necessary.*
= Part-time skilled home health care

(but only if you arc homchound. a

physician certifies the carc is nec-
essary and provides a treatment
plan and the ag[en.cy. is Medicare
participating). This is a very lim-
Ited benefit and docs not cover.
services you may need on a dail
basis over an extended period o
time.*
~ The other primary payer of nurs-
ing home carc expenses (over 42
percent) is Medicaid, the govern-
ment program that is meant to pro-

*Lcgitlinon currrnlly pending in Cangrtw i*
e«pecied lo chjnge Medicare'* prexeni Willed
nurvng tare and home health caie heneht* All
Meditate bencltcianct will he receiving detail*
from insurer* and the federal government once the

law goe* into effect

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

vide help with medical expenses to
the poor. To ?ualllfy for Medicaid,
you (or gour amily) either must
already be “poor” or literally
impoverish yourself— by spending
virtually all of your assets (except
your house). That happens to about
one alf of 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. Theﬁ/ then must
turn to Medicaid (public assistance)
to an part or all of their expenses.
or those over the age of 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.

What Kind of Insurance I
Available? o

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 poI|C|es.I_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
h?'ﬁ 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 flgure 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 fo
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 $2.500, depending on several
factors:

Age— In general, the younger
You arc when you buy a policy, the
ower the premium will be.

Elimination or Deductible
Periods— 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.

Amount Paid and Duration of
Benefits— These vary from policy
to policy, but in general, the more
money the policy will pay or the
longer the benefit period s, 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.

What Kind of Care Is Provided?

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



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

Some policies re?m.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 generally pay only for

expenses in facilities that:

« 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
Thu Is why it’s very important

for you to find out the kinds of nurs-

ing homes in the area in which you
live or plan to receive carc before
ﬁou buy a policy. Check the nursing
omes 1n your area to make sure
they fit policy definitions. If the
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
Brlor nursing home or hospital sta

efore they will cover home healt

care benefits.

What Kinds of Limits Are There?
All policies contain limitations
and exclusions in addition to age,
elimination or deductible periods, or
the amount and duration of benefits.
Others you should study before

making a purchase arc:

Prt-existing conditions— 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 of time
pass before the policy pays for carc
related to a health problem /ou may
have had when you apFlled. Such
health problems arc called pre-exist-
ing conditions. At this time, most
companies use a six-month pre-
existing condition limitation pcnod.
in some cases, you may be denied

coverage because of your health
status.

Eligibility— After a certain age,
ou will be unable to buy a policy.
ach company sets its own age limit

— usually around a%e 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,
aslgew poi.-'ies are developed and
sold.

Renewabllity— 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, alco-
holism, mental retardation, or cer-
tain other health conditions or situa-

tions. However, Alzheimer’s

disease, and other organic disorders,
leading causes of nursing home
admissions, are generally covered.

What Kinds of Questions Should
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 of 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? N

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 of 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 with 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 of nursing homes
arc there in your area and how
?wch do they charge per month
or:

« 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., 1. 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. Pocs the policy provide benefits
or:

« skilled nursing care?
* intermediate care?
e custodial care?
 home health carc?

7. How Ion? will the policy pay
benefits for:

e skilled nursing carc?

* intermediate nursing carc?
« custodial nursing carc?

= home health carc?

« all of the ahove 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?



What are the Limits?

11. What is the elimination or
deductible period before benefits
begin for:

. nursm% 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. s a prior hospital stay
re_(iuwed 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:

« infermediate care?
e custodial care?

c. Isa prior nursin%home. stay
requited before the policy
will pay for:
= home health carc?

15. Arc there other limitations or
exclusions that concern you? If
s0, what arc they?

Who OITers Long-term Care
Insurance?

_ There arc policies available now
in every state and many companies

are in the process of 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

Additional Reading

Publications about long-term care,
health carc coverage, and other sub-
jects of interest to older Americans
are available free or at a low cost
from the following organizations;

1326

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 of 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 '5th 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.
Washm?ton. D.C. 20004-2599
Health nsurance Hotline 1-800-
423-8000
Brochures ahout 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-
¢s. home health care, hospice carc.
ambulatory carc. and health mainte-
nance organizations.

The National Council on the
Agl\r,l\;]_. 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.

State Insurance Departments.
Some have consumer education
programs for older Americans about
a rang_e 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
Your Medicare Handhook, 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.
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E326 IRAs: An Investment in Your
Future

F326 Medicare Supplemen.
Insurance

G326 Help for the Working
Caregiver

H326 checklistfor Change:
Financial Planning for Life"s
Transitions

All issues of Consumer 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.

American Council of Life
Insurance

Heulth Insurance Association of
America

Compjny Services

1001 Pennsylvania Avenue, N.W.

Washington. D.C. 20004-2599

12/87



325.23.-2

States Adopt NAIC Model Act, Related Legislation

1-89 For Long-Term Care Insurance Policies

In addition, no poIicY which "provides benefits onIK
following institutionalization shall condition suc
benefits upon admission to a facility for die same or
related conditions within a period of less than 30 days
after discharge from the institution."

Anoudinc quovcrc%c isrequired forboth individual
and group policies. The oudinc should include (1) a
description of the principal benefits and coverage pro-
vided; and (2) a statement of the principal exclusions,
reductions, and limitations. Individual policies must
contain a statement of die renewal provisions, including
any reservation of a right to change premiums, and that
the policy should be consulted to determine governing
contractual provisions. Group policies must contain a
statement that the %roup ‘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)
lllinois— 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)

lowa— 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



States Adopt NAIC Model Act,

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

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

FoIIowmq is a summary of the provisions under the
NAIC Model Act:

Section 1. Purpose. The intent of die act ist
the public while recognizing the nccd_to permit f
ity and innovation with respect to coverage

Section 2. Scope. Clarifies the entities subject to the
act notwithstanding any othcrapplicablc state insurance
legislation that ma* 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 corporatlons prepaid health plans,
health maintenance organizations, or any similarorgani-
zation.

Section 3. Title. The Lon%-Term Care Insurance Act.

Section 4. Definitions. The definition of "long-tcnn
carc insurance” means any insurance policy or 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 or more necessary or
medlcallg necessary dlagnostlc preventive, therapeu-
tic. rehabilitative, maintenance, or personal care serv-
ices. provided ina setting other than an acute care unit of
a hospital.

The act funhcr clarifies "oilier than an acute carc unit
of a hospital“ is intended to allow' payment of benefits
when "a portion of a hospital has been designated for,
and duly licensed or certified as. a long-term carc pro-
vider or swing bed."

lorotect
exibil

O ftii*. tll.mM ClI>»SM-MS

mg Ie I5latio
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e varlous state

"Applicant" means the person who seeks to contract
for benefits under an individual policy or the proposed
certificate holder in the case of a group policy.

Section 5. Limits of group long-term care insur-
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 arJ regulatory long-tctm carc insurance re-
quirements substantially similar to those adopted in this
state.

Section 6. Disclosure and performance stan-
dards. This subsection permits die adoption of regula-
tions establishing disclosure standards, rcncwability,
and eligibility terms and conditions, and other perform-
ance requirements. Regulations should recognilc the
developing and unique nature of long-term carc insur-
ance and the distinction between group and individual
policies.

No long-tcnn care insurance policy may:

(1) Be cancelled, nonrcncwed, or otherwise termi-
nated bccauscofagcordctcrloralmgmcmalorphysmal
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 otlirr 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 of care.

In tenns of preexisting conditions, an insurer is not
prohibited from using an application form to determine
a preexisting condition; however, no pollcy Other an
employers group pollcy, may define "a preexisting
condition" more restrictive than "a condition for whiell
medical advice or treatment was recommended hy. or
received from, aprovid”rofhealth carc services, within
six months preceding the effective date of coverage."

»ry, Chirl* W S|HiuN I»r.
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NAIC MODEL
BILL

Arizona
Florida
Georgia
Hawaii*

Idaho

Illinois
Indiana

lowa

Kansas
Nebraska
Nevada

North Carolina
Norta Dakota
Ohio

Oklahoma

Rhode Island
South Carolina
Tennessee
Virginia
Wyoming

20 STATES

STATE LEGISIATION ON LONG-TERM CARE INSURANCE
fas of March 19891

LEG/REG MORE OTHER LEGISLATION

STRINGENT THAN PENDING

MODEL BILL

California Colorado Arkansas

Connecticut Kentucky Delavrare

Maine New York Hawai1*

Minnesota Maryland

Washington 3 STATES Massachusetts

Wisconsin Michigan
Montana

6 STATES New Hampshire
New Jersey
New Mexico
Oregon
Pennsylvania
South Dakota
Utah
Vermont

\ 15 STATES

¢lnadvertently repealed in 1988; has been re-introduced in 1909.

AMENDMENTS
PENDING

Arizona
California
Connecticut
Florida
Georgia
lowa

Kansas
Maine
Missouri
Nebraska
North Dakota
Oklahoma
Tennessee

13 STATES
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HOUSE COMMITTEE REPORT

?
é%%e Referred: April 28, 1990 FURTHER REFERRALS:
; ; FINANCE
Date of Committee Action: j/30/fo
The HESS Committee considered: CSSB 326 (FINANCE)
CS SB NO. 326 (Fin) GRANTS FOR COMMUNITY HEALTH PLANNING

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

RECOMMENDAT IONS: [ 1 the same title
be replaced wich [ 1 a new title

have attached amendment(s)
X do pass
do not pass
no recommendation
individual recommendations

additional referral to the Committee
ADOPTS: letter of iIntent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
“] Tfiscal impact [/] fiscal note(s) *//d6°/90 / P//55
] zero fiscal note t ] zero fiscal note(s)
1 =zero with analysis [ 1 zero fn/analysis




STATE OF ALASKA BELLVERSION: CSSB 326 (Fin)
1990 LEGISLATIVE SESSION PUBLISHDATE: A/26/90

EISCAL NOTE Corrected Note
REQUEST:

Revision Dale: A pril 26. 1990 Agency Affected: Health 8 Social Services
Title: Grants for community health BRU? Administrative Services
pJlanning
Sponsor:  Senator Jones Components  Planning
Reguestor: Spnate Finance

EXPENDITURES/REVENUES:  (Thousandsof Dollars)

OPERATING FYy a1 FY @2 FY &3 FY 94 FY 95 FY 9%
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 n 0 0 0 0
CONTRACTUAL 7.1 26. ? 0 0 0 0
SUPPLIES n n n n - n n
EQUIPMENT n n n o) 0 n
LAND & STRUCTURES 0 n n 0 n
GRANTS. CLAIMS 1711 ) i-isn n n n o
MISCELLANEOUS n n n Q n n
TOTAL OPERATING  187.1 176.0 0 .9 0 0

CAPITAL 0 0 0 0 0 n
REVENUE 0 0 0 0 0 0
FUNDING: (Thousandsof Dollars)
GENERAL FUND 187.1 176.0 0 0 0 0
FEDERALFUNDS 0 0 0 0 0 0
OTHER 0 0 8 0 n
TOTAL 187.1 176.0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0 N
PART-TIME 6 0 0 " 0 n
TEMPORARY 0 0 0 0 0 n

ANALYSIS  (Auach a separate page if necessary

Prepared by Senator Ri Uehling, Co 465-4821

Division :® _ Senate Finance Committee Date: April 26, 1990

Approved by Commissioner: _ Date:

Agency:

Distribution (b?é.preparer):

Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted AgenCy(ies) poxC



HEALTH ASSOCIATION OF ALASKA

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

1

FOR MORE

provides:
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. ldentify 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.

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.

The fiscal note is:
1991 — $150,000 grants; $37,100 administration - $187,100.00.

1992 — $150,000 grants; $26,000 administration m $176,000.00.
The program is repealed July 1, 1992.

INFORMATION OONTACT:

Harlan Knudson - 586-1790
Health Association of Alaska

319

Seward Street, rll

Juneau, AK 99801
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STATE OF ALASKA BILL VERSION: CSSB 326 (Fin)

1990 LEGISLATIVE SESSION PUBLISH DATE:

FlSCAL NOTE Corrected Note
REQUEST:
RevisiaDate: April 26. 1990 Agcncy .Health & Social Service:
Title: Grants for community health . Administrative Services
planning ‘
Sponsor:  Senator Jones Componems: Planning

Requestor: S€nate., .Einancs.

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY a1 FY92 FY 93 FY o4 FY %5 FY %
PERSONALSERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0
CONTRACTUAL 7.1 0 0 0
SUPPLIES - 5 } 0 0
CNDASTRUCTURES | ) " i
GRANTS. CLAIMS ) 1=,h N o N
MISCELLANEOUS : n n N .
TOTALOPERATING 187.1 176.0 0 0 0 JL

CAPITAL 0 0 0 0 n

REVENUE 0 0 0 0 0 0
FUNDING: (Thousands of Dollars)

GENERAL FUND 187.1 176.0 0 0 0 0
FEDERAL FUNDS U 0 0 0 0 0
OTHER 0 0 r 8 0 \
TOTAL 187.1 176.0 0 0
POSITIONS:

FULL-TIME 0 0 0 0 0 n
PART-TIME 0 0 0 0 0 ?
TEMPORARY 0 0 0 0 - Q.
ANALYSIS : (Auach a separate page if necessary

Prepared by Senator RiI™MA éehlinq N rm-n Phone 465-4821
Division s senate Finjince Committee Dafe: '—A—pr i| 26, 1990
Approved by Commissioner: Date:

Agency:

Distnbuiion (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Imported Agency(ies) page of

- Fiscal Note and Fiscal Note Analysis



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 1is based upon the tollowing assumptions:

PURPOSE FY 1991 FY 1992

Grant administrator $21,000 $?71,000
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 iIn the contractual line to fTacilitate 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 fTor notices iIn 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 iIn 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 iIn 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.



SB 326 - Grants for Community Health Planning

Introduction

Through the work of the Governor's Interim Commission on Health Care, certain
Prlnmples were developed and commended to the Governor and legislature to quide
he development of heaith pohcii. One principal focused on ensuring access to basic
health care services for ail Alaskans. Another principal emf)hasued community
responsibility for health care and health promotion, This bill allows for several
communities, regions, or combination of municipalities, non-profit agencies, etc., to
apply for a grant.

Senate hill 326 focuses directly on local responsibilit){ to ensure health care access for
Alaskans. The bill makes it possible for local health leaders to identify health care
priorities and to coordinate future efforts in reaching those goals.

Background

Changes in the cost of health services, in reimbursement policies for pub.ic and |
pnv_ate_lpurchasers in the economic and demographic conditions in rural areas, in the
availability of health care providers, and other trends, threaten the a\ ailability of health
care services in many Alaskan communities.

In addition, many factors inhibit necessary changes in the delivery of health services to
Alaska, including:

» inappropriate and outdated regulator/ laws
» aging and inefficient health care facilities
» the absence of local planning and coordination of rural health services

» the lack of community understanding of the costs and benefits of supporting
hospitals and other health service providers

» the lack of state or regional assistance to assure access to care that cannot be
provided in every community, and

» the lack of clarity of state health policy objectives.

The Program

This program is designed to utilize a method for strengthening health seivices in
Alaska by working directly with communities. The model program, developed by the
UHwersny of Washington School of Medicine Rural Health Oftice, includes four
phases:

» Community_ selection: Ang community desiring to participate in this
Bro%ram may initiate a request to the administrator of the program, designated
y the State.

Bill Summary



» Community analysis; 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 assessment; and other community analysis that
may be deemed important.

« Strategic planning: A strategic plan will be developed for the community,
involving all elements of the health services delivery system.,

 Implementation of the plan: Problems indentified in the planning process
and changes in service configuration will be implemented.

Each grantee will develop a long-range plan covering the local spectrum of health
services. Itwill be the grantees' responsibility to involve all major health care
Prowdelrs, business leaders, public officials and other community leaders, to develop
he project design and to oversee and implement the program. Grantees will also
E_artlmpate. in the financial support of the program with'a one-third match in cash or in-
ind contributions.

Appropriation

In this act, the state of Alaska will appropriate $187.1 in FY91 to su_Pport the program,
$176.0 in FY92. Grantees will receive up to $50,000 each. The bhill allows for one-half
of the grants awarded by the Department of Health and Social Services to go to rural
areas with special needs, as defined by the department.

Other costs include funding a ha'Mime grant administrator, advertising of the RFP,
printing and technical assistance work sessions. Communities will be expected to
contribute 33-percent of the total grant appropriation in cash or in-kind contributions
(see attached fiscal note analysis).

Administration

The Department of Health and Social Services shall establish the Alaska Rural Health
Systems Project. The Department may contract with a third party to carry out the
implementation of the_Ie%!sIanon where this makes most effective use of available
expertise, avoids duplication of efforts and promotes economy of resources. The
Department will develop a list of appropriate resources and consultants 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 1improve health services 1in a
sample of six rural communities iIn the states of Washington,
Alaska, Montana and ldaho (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 iIn
the majority of rural communities iIn 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 iIn a fundamental attack on the issues

threatening health services iIn 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 1is currently underway. The CHSD

Ex8|anation of UN Program
r. 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 Ffacing 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 vrural 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 fTollowing 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 1in 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 iIn 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 iIn Seward were analyzed
carefully. Not surprisingly, the small cadre of health care

leaders in the community was experiencing immense



